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FOREWORD 

In the Industrial Institute for Economic and 
Social Research we have long been studying long-term 
economic development. It seems natural for us to 
consider the question of how development in Western 
Europe may be expected to affect the economy of Swe
den. The following paper is a result of this work. 
As the author explains in his preface, the aim of the 
investigation was restricted, but it is hoped that 
the data presented here will provide a starting-point 
for a more detailed study of the possible development 
in different spheres of the economic life of Sweden. 

The investigation has been carried out by Pro
fessor Ingvar Svennilson. Mr. Per-Olov Boman, B.A., 
of the Institute, is responsible for the statistics 
and technical calculations. The translation has been 
done by Mr. Alfred Read. 

Stockholm 15 June 1959 

Jan Wallander 
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PREFACE 

This paper has been designated a preliminary study, for 
a deeper penetration into the subject would demand a more dif
ferentiated and detailed analysis . The problems of economic 
development are so many- sided and complicated that we can never 
solve them all. It is my hope, however, that this study will 
be the starting-point for a discussion of certain European 
problems of development. 

I have called the study "Prospects of development in 
Western Europe ", thereby avoiding the word "forecast ", which 
suggests a belief in the realization of the conclusions ar
rived at . A "prospect" as I understand the term, suggests 
what direction development will take under certain conditions 
which are placed in an economic development model. The study 
may be criticized on the ground that the model is not logi
cally accurate, or that another model would have been a better 
starting-point for a more realistic investigation. If the 
mode l is accepted, however , the question of the value of a 
forecast will be a problem of the degree of probability of 
the conditi ons at every single point. I have endeavoured in 
this respect to isolate what I regard, in view of historical 
evidence, to be feasible. Others may differ, for they may , 
for example, have other views on saving, training, technical 
development, or their effect on the rate of progress. Such 
factors are in their turn dependent on economic policy, which 
is difficult to forecast, and on which one can really only 
have views as to what the nature of the policy should be. 
Further work on the study mayaim, among other things, at 
placing it more definitely in relation to different sides of 
the political development of Western Europe . But this would 
require a more thorough analysis . 

The study has really no value except as statistical 
material, arranged from certain economic viewpoints, which 
may be rearranged without great difficulty. I cannot prevent 
others from using it as the basis of forecasts- to have some-
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one else to blame if development does not agree with the study. 
But it would naturally be irresponsible to 1ead others into 
this temptation had I myse1f not entertained a private convic
tion that the study might at 1east serve as a starting-point 
for a forecast of the possibilities of the European market. 

Stockholm 11 June 1959 

Ingvar Svennilson 



THE EUROPEAN MARKET AND SWEDISH FOREIGN TRADE ---------------------------------------------
However economic co-operation develops in Europe, the 

economic life of Sweden will be greatly dependent on the de
velopment of the economy of Western Europe. The OEEC group 
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is responsible for about 60 per cent of Sweden's imports and 
70 per cent of her exports. Foodstuffs, raw materials and 
fuel come mainly from other parts of the world, but as regards 
industrial goods, the share of the OEEC area in our import 
amounts to about 80 per cent. On the export side the situ
ation is almost the reverse. About 80 per cent of the export 
of agricultural products and raw materials-e.g. ore and for
est products-goes to OEEC countries, while for such an im
portant group of commodities as engineering works products, 
the share of these countries is almost as low as 50 per cent 
(Table A). 

It is clear that when estimating the commercial politi
cal situation of Sweden, it is not enough only to consider 
the present distribution of trade . International markets 
change rapidly, not only as a consequence of new conditions 
of trade inside Europe . A general economic development in 
different parts of the world will increase the demand for 
goods. At the same time the economic structure of the indi
vidual countries changes both as regards production and con
sumption; the general industrialization of the world is a 
dominant feature of this development. The export capacity 
and import needs of the individual countries are changed, 

both totally and as regards the different classes of goods 
exchanged. 

Owingto Sweden's geographical position, the economic 

development of Western Europe must always be of prime im
portance for our trade. This investigation is intended to 
provide some hints for a study of the problem, but nothing 

more than hint s • 
Å number of market studies, confined to the European 

market, have been made for certain goods. They are based 
on the assumption of the general economic expansion of Wes
tern Europe, expressed in national product, income per ca-
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pita, industrial production and so on. An attempt has been 
made in the following study to give, in the light of certain 
considerations, a couple of alternatives which have been deem
ed to isolate the development that can be anticipated. 

Just as the Soviet Union has taken the United States as 
the pattern of its own development, there is reason to place 
American conditions in a European perspective. Such a com
parison has been made in this study. It is true that con
sumption habits and social development may be quite different 
in Europe when we approach America's present level of develop
ment. Nor must we forget that such a future European develop
ment will take place according to technical conditions differ
ent from those that have hitherto prevailed in the United 
States. For a forecast of the future situation of the market, 
however, conditions that we can now observe in the United 
States must always be an important starting point. 

In the first place, the basic figures presented here are 
used to judge the growth of the demand for various goods, that 
is to say, as a basis for the calculation of Sweden's possibi
lities of export. But it is on ly natural that conclusions re
garding the growth of needs cannot be drawn only from the ge
neral economic expansion within a certain market, for the con
sumption of individual goods within such a mark et is connected 
in a complicated way-elasticity of prices and incomes, and 
input-output combinations- with the expansion, in sectors and 
totally. Further, our export to this market is influenced not 
only by the growth of the needs but also by the competition 
conditions ~th regard to foreign countries--the results of 
which in their turn will depend on variations in costs in the 
importing and exporting countries, and on commercial policies, 
customs unions, for example. It is, therefore, a long step 
from the assumptions of growth presented here, to a market 
forecast for a single Swedish export article. 

As regards the development of our import, the economic 
expansion abroad will be of more indirect significance. Atten
tion must be paid mainly to the transformation of the economic 
life abroad, which accompanies the expansion. If it is a 
question of products based on exhaustible natural assets 
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(soil, forest,s, ores, etc.), the question ari ses of the changes 
in the export capacity of foreign countries as å consequence 
of their internal expansion. A similar argument may be applied 
in a more dynamie variant; it may be asked how the development 
of production capacity in other countries will be related to 
the increase of their consumption of the same goods, and how 
far tendencies towards over or under capacity, reflected in 
export or import, will arise. 
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I. METROD OF STUDY 

Forecasts of the kind carried out here are always more 
or less arbitrary. If they are of any value it is mainly be
cause one is compelled to make a systematic collocation of 
various primary statistical data. The main value of the fore
east itself may be- in so far as the teehnique is reported ex
plicitly-to provide a starting point for a more thorough stu
dy of the possibilities of development. In eertain points, 
the development of population, for example, tendencies may be 
determined with a tolerably high degree of certainty. In 
other items,tbe ;assumptions on which the forecast is built 
will be more arbitrary, even if they take into account histo
rical exper1ence as far as possible. Uncertainty regarding 
future tendencies may, as has happened to a certain extent in 
this study, be refleeted in alternative assumptions, by which 
it is sought to isolate various possibilities. But this tech
nique can only be applied to a certain extent, otherwise the 
account would become too diffuse. Freedom for the individual 
reader to exercise his own judgment can only be assured if each 
supposition is reported in as great detail as possible. If the 
reader eannot agree with them, the calculations should be pre
sented in sueh away that he can revise them without too much 
difficulty. 

The process of long-term economic expa~sion has by no 
means been fully investigated. We know that it is infinitely 
complicated both as regards its economic course and variations 
in the structure of the system. In a survey covering several 

· countries with varying, and to a certain extent closed national 
eeonomic strueture, one is compelled to start from relatively 
coarse aggregates of labour, capital or produetion. From this 
it follows that one must start with a very simplified model as 
regards the eeonomic factors that govern development. The ana
lysis is thus rat her unsatisfactory as regards degree of rea
lism. Its purpose, therefore, is perhaps primarily to present 
the problem .for a more thorough analysis. And at the same time 
also for economic policy since development is not a natural 
phenomenon, but can at every point be affected by the measures 
taken in order to influence saving, consumption habits, profes-
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sional activities, technical development, the modernization 
of the economic life, Or foreign trade. Efforts towards in
tegration form one side of this economic policy, whose influ
ence on economic development is open to discussion. 

l. Choice of period 

For statistical reasons' (census etc.) the year 1955 has 
been chosen as a basis for the fo'recasts. The object has 
been to give the relatively long-term development tendencies. 
According to the plans for the establishment of a common mar
ket, a transition period of fifteen to twenty years is allow
ed for. The year 1975 has therefore been taken as the end of 
this forecast. 

According to available forecasts, the development of po
pulation in the OEEC countries will continue at a relatively 
even rate during the coming five-year periods. Otherwise the 
possibilities of judging development are within such wide mar
gins of error, that they will not be exceeded if, for the 
years between 1955 and 1975, a simple interpolation is resort
ed to; this may be done for example by substituting annual re
lative increase figures for the growth over the whole period. 

2. Oountries and groups of countries 

The object of this investigation has been to give a ge
neral survey of development w~thin the OEEC area. The count
ries included in the study, and the groupings made of the se 
countries are given in the appendix of tables. Of the seven
teen OEEC countries, only Iceland and Turkey have been exclud
ed. Iceland is too small a unit to make a study of its spe
cial problems worth while, and Turkey has been excluded for 
geographical and other reasons. 

It would have been tm> ambitious to attempt to make fore
casts with any pretentions to independent value for individu
al countries. This would have required consideration to spe
cial national circumstances to a degree that would not have 
been practically possible in this connection. Such forecasts 
must be the task of national institutions. We have had to be 
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satisfied with relatively schematic assumptions in connection 
with the special circumstances of the different countries, e.g. 
the growth of population and the general position of the econo
mic development. 

A forecast of economic series will, as mentioned above, 
never be worth more than the assumptions on which it is based. 
We have striven to make these assumptions so technically simple 
that they can be surveyed easily by the reader; his assessment 
of the final result will depend on his evaluation of these as
sumptions. In accordance with this no attempt has been made 
to differentiate ·to any great extent between the assumptions 
for the individual countries. Instead they have been chosen 
to illustrate the average development in groups of countries. 

By counting with several alternatives in certain points, 
it has been possible by different combinations of hypotheses 
to make a forecast fitting more closely to the judgement of a 
particular countryarrived at by a detailed study of its spe
cial circumstances. By reorganizing the primary material for 
individual countries, we can thus arrive at other sums for 
groups of countries. This primary material can be made avail
able for more intensive market investigations. In view of the 
relative superficiality of the judgements for each individual 
country, only the sums for groups of countries are given. 

The countries have been grouped with regard to the cur
rent integration plans. TTThe Fifteen" OEEC countries included 
are mainly equivalent to the planned free trade zone. Backward 
Portugal and Greece occupy a special position, as is recognized 
in the current negotiations, and af ter excluding them a sum 
has been calculated for "The Thirteen" more advanced countries 
of Western Europe. 

The Common Market on the Continent is a fact, and "The 
Six" countries composing this group have therefore been report
ed separately. Among these six, Italy occupies a special posi
tion, and a sum has been calculated for "The Six, excluding 
Italy" • 

"The Other SevenTT of "The Thirteen", that is to say the 
countries outside the Common Market for "The Six", have also 
been represented by a sum, even if this group as regards com~ 
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mercial policy etc., is very heterogeneous. Following the 
principle of not giving results for individual countries, the 
remaining seven have been divided into three subordinate 
groups, Great Britain-Ireland, DaNoSve, and Austria-Switzer
land (see appendix of tables). 

3. Sector distribution 

The basic plan of the forecast for each individual country 
has been a three-sector model. 

Labour and production in the initial year, 1955, have 
been divided into the following sectors: 

l. Agriculture and ancillary industries 
2. Industry and building 
3. Transport, distribution and other services (called 

the service sector). 
Sectors l and 2 represent together "production of goods" 

as opposed to the services performed by sector 3. (In compari
son with official production figures of the Soviet Union, it 
should be observed that the latter comprise only production of 
goods. ) 

Sectors 2 and 3, on the other hand, may be combined under 
the heading "urban occupations". Their development should il
lustrate the tendencies for the growth of aggregations- im
portant from, among other things, the" point of view of con
struct ion, building and transport. 

The choice of sectors has been determined partly by sta
tistical considerationsjthe grouping of the three sectors can, 
without any considerable difficulty, be applied statistically 
in a similar way for different countries. The grouping, how
ever, will be dependent on the criteria used in the n.ational 
statistics. This must always be borne in mind when working up 
and interpreting the material. It is particularly important 
to ensure that the basis of the statistical measurement is the 
distribution of the economic activities into economically or 
structurally relatively independent production units. As an 
element of the economic development may now be included a drift 
towards an economic or structural integration or distintegra
tion of various links in the process of production. From 
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"agriculture" , for example, may be extracted the manufacture 
of implements and the refining of agriculturaI produce, and 
transport and distribution. In the same way various services 
may be separated from "industry" (inversely they can also to 
a great er extent be integrated with the industrial production 
of goods). 

Overlapping between the three sectors must therefore be 
dealt with without losing sight of the statistical implications. 
The result, naturally, gives no information on changes in the 
total volume of the service functions, only on changes in the 
parts distinguished, according to the statistical definitions, 
from the production of goods. This circumstance influences all 
figures and their interpretation. Production per person em
ployed in agriculture may thus rise statistically if production 
is measured in volume of goods, tons of wheat and the like, 
because in the course of development, industrial treatment of 
produce, transport and distribution services have been separated 
from agriculture. 

4. Economic deve10pment and changes in structure 

The forecast of production has been built up on a combi
nation of employment and production per employed within the 
three sectors mentioned. The different items in this calcula
tion are as follows: 

l. Growth of total labour force 
2. Distribution of labour among the three sectors 
3. Increase of product~on per employee in each sector 
4. Growth of production by sectors 
5. Growth of national production (a) total and (b) per 

capita. 
From the point of view of calculations the forecast may 

be built up in the order given, from Items l to 5. We must, 
however, allow for a connection between the items in the oppo
site direction. The growth of the total production, Item 5, 
affects the consumption of goods from the different sections, 
Item 4, which in its turn, at a given increase in productivity, 
influences employment in each sector, Item 2. If we confine 
ourselves to a closed economy (no foreign trade) the connection 
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between the different items may be given in principle in the 
following way. 

At a given technical development, total production de
mands certain investments. The remainder of the production is 
available för consumption. Between total consumption and the 
demand for the final products of the different sectors there 
exists a relation which may be expressed with the help of in
come elasticities. When changes occur in relative prices, 
consideration must also be paid to the price elasticity of 
the demand. 

The sectors deliver raw materials and semi-finished 
products to each other. Agricultural products are turned 
into consumption goods in the industrial sector. Inversely, 
industrial products are used in agriculture. A similar situ
ation exists between transport , distribution and other ser
vices on the one hand, and the production sectors on the 
other. · These t'input-output" relations determine how the de
mand for finished consumption and capital goods is shared 
among the three sectors. 

Assuming full employment, there must be, in the last 
analysis, a balance between the total supply of labour and 
the demand for labour due to the development of production 
in the differ~nt sectors. This adaptation will be achieved 
by fixing prices of production factors and different goods 
and services. 

As a consequence of these relationships be~ween total 
production, demand for various goods, and employment, economic 
development will be accompanied by structural changes. The 
object of this study is to illustrate the transformation that 
may occur in the economic life of Western Europe under the 
influence of its general economic development. 

Such a study of the structure should, if it is to be 
realistic, go into details as regards the individual spheres 
of goods. In the survey presentp~ here, however, it has been 
necessary, as already mentioned, to simplify considerably. 
This haschiefly been done by distinguishihg only among the 
three sectors dealt with above- agriculture , industry, and 
services. But even within this limited framework it has been 
necessary to work with a number of simplified approximations. 



17 

The reasons for this have been partly attempts to make the ac
count lucid, and partly the limitations of the statistieal ma
terialon whieh the study is based. 

In the following the simplified model used for the fore
east will be deseribed. In a later section methods and hypo
theses will be diseussed sector by seetor. It should be ob
served that the calculations and hypotheses for each individu
al sector presume that the functional relationships valid for 
each sector have been included in the general inerease model, 
and development has been determined simultaneously. The deve
lopment in the individual seetors is responsible for the total 
production, whose development in its turn, according to our 
assumptions, decides the development of the sectors. 

5. Forecast model 

a. ~2~~~gg_~~~~~~_Er2~B2~i2g_§g~_§~EE!l_2f_g22~§ 

,The forecast of Western European production has, as 
touched upon earlier, been built up as a sum of the develop
ment in the individual countries. This has been done to make 
possible a flexible grouping of countries. Changes may now 
oceur between produetion and supply of goods by alterations 

in the balance of exchange in the respective countries. Seen 
relatively, however, surpluses and deficits in the balance of 
exchange are not of great significance. We have therefore 
considered it possible to start from the simplified assumption 
that in each countryasurplus of deficit in the balance of 
exchange is constant in relation to the national product. Terms 
of trade are further assumed to remain unchanged, i.e. foreign 
trade is assumed in this respect to have an unvaried producti
vity. We may then ealculate that the consumption of goods and 
services will increase at the same rate as the total produc
tion. 

All forecasts of production are made with constant prices. 
Thus they are in the nature of volurne index figures. This does 
not prevent us, in the calculation of the consumption of vari
ous goods and services, from taking into consideration certain 
variations in the relative prices in connection with economic 
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development. It is therefore implied in the calculations that 
services may increase in price in relation to the production 
of goods. The charact er of the calculations as volurne index 
figures must imply that the distribution of value of produc
tion among different sectors will, in the final year, be un
realistic in our calculations. This must be taken into con
sideration in the interpretation of the results. 

As regards the individual sectors, various assumptions 
of the balance of foreign trade have been made; these assump
tions are accounted for below. 

llle sav1.ngs quota of western Europe has been on a rela
tively high and stable level since the war. If repairs and 
maintenance are excluded, gross investments have amounted to 
about 20 per cent of the gross national product. We have as
surned that this proportion will remain constant. The consump
tion of different goods and services may with advantage be 
placed in relation to the total consurnpt i on . Since the sav
ings quota has been assumed to remain unchanged, the growth 
of total consumption may be represented by the increase of to
tal production . 

These assumptions clearly imply that investments will 
increase at the same rate as total production. How far this 
will also imply that production of capital goods will increase 
at the same rate is an open question. It may be that the pro
duction of capital goods in Western Europe will increase more 
rapidly than consumption, if the net export of capital goods 
is relatively increased. This will influence the composition 
of production in the industrial sector, which we assume will 
alone be responsible for the production of capital goods. But 
such shifts in the industrial sector fall out side this ana
lysis. 

The assumption that the savings quota will remain un
changed should, as mentioned earlier, be placed in relation 
to the growth of productivity in the three sectors. It may 
be said that we did so by ehoosing the assumption of the growth 
of productivity based on experience since the war, since the 
savings quota has been at a level that we have assumed will be 
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permanent. But future development of productivity is also in
fluenced by the simultaneous technical development, which may 
be accelerated or retarded. Little is known about this. A 
more detailed analysis of the accumulation of capital and its 
influence on productivity has therefore not been considered 
worth while. We have been content to give at the end the ca
pital coefficients (i.e. the relations between the growth of 
capital and the increase of production), which are equivalent 
to our various assumptions of productivity, in order to provide 
a basis for discussion of the validity of the forecast. 

c. rr2~~~~!2~_~~~_~~E12~~~~~_~~_§~~~2r§ 

The methods of calculating the total supply of labour are 
described below. It will be assumed that this labour force is 
fully employed in the same relative sense as during the first 
and last years, which does not exclude possibilities of changes 
in the volurne of employment during the years between. A corn
bination with the assumptions of productivity gives the equival
ent full production in the final year. 

Since the sum of employment and production in the three 
sectors will be equal to the total supply of labour and the 
total production respectively, we can clearly confine ourselves 
to a direct determination of the development of production and 
employment in two of the sectors. For this we have chosen the 
agriculturaI and service sectors. Employment and production 
in the industrial sector will then be a residual item. The 
question will then be how much labour will be available for 
industry af ter agriculture and the service occupations are 
supplied, and what growth of industrial production there will 
be on the basis of this labour. 

For statistical reasons the calculations for the service 
sector and agriculture have been performed in different ways, 
even if the process has been the same in principle. 

d. The service sector ------------------
Employment in the service sector is devoted mainly to 

transport and the distribution of goods. Unless the distribu
tion and transport ways become longer, this dominant part of ' 
service occupations should develop in volurne paralIeI with the 
production of goods. There is, however, reason to calculate 
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with the possibility that the length (in a quantitative and 
qualitative sense) will change as a consequence of the econo
mic development. In any case, this may occur in a statistical 
sense,in so far as transport and distribution are separated 
from production of goods (cf. above). Otherwise the service 
sector includes personal services, public works, and various 
other services (banks, insurance etc.). The development of 
these services may be treated part ly as private consumption 
i.e. it is connected with the development of the total private 
consumption and the relative prices of services. It may also 
be assumed that the development of public services is related 
to the trend towards higher production and income per capita. 

It is evident that in a more detailed analysis than has 
been attempted here, different parts of the production of the 
service.sector must" be isolated, and their development made 
the object of a special analysis. It would thus be possible 
among other things to consider the special input-output rela
tions between agricultural and industrial goods and services. 
It would also be possible to take up the question as to what 
extent services will be industrialized e.g. by the industrial 
packing of goods. 

We have chosen only to include the resultant of all these 
changes, and to place the service activities in relation to the 
development of population and total production and thus (ac
cording to our assumption) also to the total consumption. We 
assume that changes in relative costs of services and changes 
in the input-output relations between production of goods and 
services are correlated with the growth of production per ca

pita. 
The basic statistics for the output of the service sec

tor rest as a rule, however, on very uncertain and stereotype 
evaluations. Information on employment in the service sector 
is more reliable. We have therefore chosen to base our hypo
theses on historical comparisons of production per capita and 
the share of the service sector in employment. The develop
ment of employment in the service sector thus arrived at has 
then been converted into an equivalent increase of its pro
duction volurne with the help of assumptions of the growth of 
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production per person employed. This method implies that we 
reckon with the development of productivity in the service 
sector being correlated with the growth of production per ca
pita. The connection between the national product per capita 
and the relative employment in service, from which we started, 
is thus not an expression of a simple demand but of a compli
cated economic-technical development process. 

A comparison of the service sector's relative extent in 
different European countries reveals rather great variations 
even at a given development stage, measured in national product 
per capita. This is partly explained by the fact that the in
dividual countries have a surplus or deficit in their exchange 
of services with other countries, e.g. as regards foreign ship
ping, tourism etc. In our forecasts we have assumed that 
equivalent surpluses or deficits in services within the indi
vidual countries will remain at the same relative degree as in 
the initial year. 

e. !h~_§gr~~~1~~r§1_§~E~~~ 

Rather extensive studies have been made of the elastici
ty of the demand for agriculturaI products. These studies have 
formed the basis of our estimate of the total consumption of 
agricultural produce in Western Europe. Western Europe has, 
however, a rat her large net import of agriculturaI produce from 
other parts of the world. Future agriculturaI policy will de
cide how this import will develop. In this point we have (for 
reasons given below) assumed that Western Europe's import sur
plus will remain unchanged. This provides a basis for a cal
culation of the future development of agriculturaI production 
in the whole of Western Europe. How this production will be 
distributed among different countries has been judged with the 
help of development trends in different spheres. 

The method implies that we have not gone into the details 
of the equilibrium between consumption, production and foreign 
trade in the individual countries. Instead we have' assumed 
that the national balances between consumption and production 
will be maintained by the distribution of the net import from 
transoceanic countries and a levelling off of the surplus and 
deficit between different European countries. The assumptions 
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on this point are naturally schematic and the account needs to 
be complemented with more detailed investigations. 

f. General remarks 

It has already been mentioned that the arrangement of the 
forecast model is very schematic in many respects . Thus the 
fixing of prices has only partly been included. This is also 
true of the whole question of the substitution of capital for 
labour, which in its turn influences the development of produc
tion per employeeo A sourc e of error may be the treatment of 
the industrial sect or a s a residue o The labour avai la ble for 
industrial production in combination with the increase of pro
ductivity must provide goods equivalent to the demand for these 
goods. If this is not the case, prices of industrial goods may 
increase, for example, which will be reflected in a shortage 
of labour with consequent rises in wage rates. This in its 
turn, if it becomes general, may influence price relations and 
lead to agreater production of capital goods with a view to 
economizing on labour, and make possible alarger volume of 
industrial production than the forecast shows. These relations 
will require a more detailed study than it has been possible to 
make in this connection. The problem can only be touched upon 

slightly. 
A few general remarks must also be made regarding the 

assumption of elasticity of demand and production per worker, 

which has been made the basis of the forecast. 
The assumptions regarding demand are based on compari

sons with the contemporary situation in different Western Euro
pean countries and the Un:i,ted States. Such "cross-section lt 

comparisons may, of course, be misleading~ for one cannot di
rectly assume that the differences between countries in dif
ferent stages of development at the same time are the same as 
for a country between different periods of a historical deve
lopment process. This should be borne in mind while inter
preting the results of the investigation. 

The development of production per capita in the different 
sectors, on the other hand, has been assumed to agree with the 
experiendesobserved in the time series in different countries. 
Owing to uncertainty regarding the tecrillical development, an 
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attempt has been made to isolate the possibilities of develop
ment by counting with three different alternatives. In each 
alternative production per capita has been assumed to increase 
somewhat more rapidly in the industrial sector than in the 
agricultural sector, where it is anticipated that per capita 
production will increase rather quicker than in the service 
sector. At the same time in each of the alternatives, it has 
been assumed that the three sectors will run parallel in a 
quicker or slower 1ncrease. This may be taken as an expres
sion of a general quicker or slower "technical development"; 
there are reasons to be11eve that a more rapid technical deve
lopment within a sector will cause similar trends 1n the other 
sectors . An increasingly rapid 'general development of produc
tivity should thus be the consequence of the augmented rate of 
growth of capital stock, which according to our hypotheses will 
follow in the wake of a more rapid development of production. 
The assumptions of the increase of productivity have been made 
in each of the alternatives for all the fifteen countries. 
There exists a possibility, as mentioned above, of making 
other combinations on the basis of the primary national sta
tistics, for example, implying that productivity increases more 
rapidly in the more backward countries. 

6. Problems of rates of exchange 

In order to obtain a survey of the economy of Western 
Europe, it has been necessary to convert the production of the 
individual countries expressed in the currency of the country, 
into a common unit. All the production va lues in the initial 
year, 1955, have been converted to dollars. The individual 
European currenc1es were, however, to different degrees over
or under-evaluated in relation to each other, and in relation 
to the value of the dollar in t'he United States • An attempt 
has therefore been made to adjust their values in order to at
tain purchasing-power parity. 

According to investigations made by OEEC1 , the 1955 price 
level in Europe, converted into dollars according to the rate 

l) Milton Gilbert and ass.: Comparative National Products and 
Price Levels, OEEC, Paris, 1957 
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of exchange, was considerably lower than in the United States. 
The differences in internal price levels varied, however, 
between the European countries included in the investigation. 
The under-evaluation of the European currencies according to 
the current rate of exchange proved to be greater, as was to 
be expected, if European consumption (European quantities) was 
used as a basis instead of American. In the same way, in a 
conversion of European and American production according to 
mean European prices, European production was relatively about 
20 per cent lower than if American prices were used as a basis. 
The difference between these two calculations was proportional
ly about as great for each of the individual European countries; 
for Italy, however, it amounted to almost 30 per cent. For mu
tual comparisons between the different European countries, the 
choice of prices was thus of subordinate importance . 

In this study the 1955 production in the individual ' Euro
pean countries has been converted into dollars according to 
American prices in accordance with the OEEC investigation . The 
pr i ces therefore refer to factor prices . The converted Euro
pean production has been compared with the actual American pro
duction values. An average of a calculation on the basis of 
American and European prices would, according to the above, 
give a 10 per cent lower result for Europe. 

As regards the six smaller countries included in the OEEC 
investigation, a somewhat arbitrary extrapolation has had to be 
made. The currencies of IrBland and Sweden have been assumed 
to be under-evaluated to the same degree as that of Great Bri
tain; Austria's to the same degree as Germany's; PortugalRs and 
Greece's to the same degree as Italy's; Switzerland's somewhat 
less under-evaluated than Sweden's . 

Such a calculation of volume in American prices may be 
compared with the relative production values according to the 
rate of exchange. The ratio between these calculations gives 
the price-index figure, which gives the relation between Ameri
can prices and national European prices converted into dollars 
according to the rate of exchange. These index figures have 
been collated in Table B; assumptions for the six countries, 
for which OEEC made no calculations, have been given in paren
theses. 



Table B. Index figures for American factor prices; 
national European prices converted into dol
lars according to rate of exchanges = 100 

(National European quantities) 

Count.ry Index Country -.:..: ~ : Index 

France 119 Denmark 151 
Western Germany 166 Norway 149 
Italy 184 Sweden (152) 
Belgium-Luxemburg 132 Switzerland (145) 
Netherlands 171 Austria (166) 
Great Britain 152 Portugal (184) 
Ireland (152) Greece (184) 
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II. POPULATION AND LABOUR FORCE 

l. Development of l>opulation 

The growth of population in Europe during the period 1955 
to 1975 will, as far as can be judged, proceed at a steady pace. 
It has therefore not been considered necessary to describe the 
development of population during short intermediate periods. The 
errors attendantupon this are probably of subordinate import
ance. Availablepopu1ation forecasts extended as a rule only 
to 1970; development from 1970 to 1975 has been calculated by a 
simple extrapolationl . Now the growth of population is relative
ly restricted in comparison with the anticipated increase of 
production. Small 'errors in population forecasts, therefore, 
should not, as compared with other sources of error, affect se
riously the resu;Lts of the forecast. 

The changes in the total population during the period un
der consideiation, and the changes in the section of the popula
tion in economical1y active ages, 15-64 years, are shown in 
Table C (ef. Tables l and 6 in the appendix of tables). 

Table C. Changes in total population 1955-1975 

1955 1975 1975 
millions millions Index: 1955=100 

Total 15-64 yrs Total 15-64 yrs Total 15-64 yrs 

"The Fifteen" 259.4 171.0 280.9 183.4 108 • 107 
"The Six" 161.,1 106.8 175.6 114.9 109 108 

United States 165.J 103 ,.? 

Great diff~rences exist in the rates of increase of po
pulation in the individual co~ntries,as is shown in Table D. 

l) For Great Britain and Sweden, .however, national foreeasts 
extending to 1975 have been used. Population statistics in 
other caees are from OEEC: Demographie Trends in Western 
Europe 1951-197J. 
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Table D. Deviation of population in different countries 

~ndex figure 

ifor 1975 
~955 = 100 

.il 00 

101-105 

106-110 

111-115 

116-120 

121-

Country 

Total population Population aged 15-64 years 

Ire~and (99) Austria 
(99) 

Austria (96), Be1gium-Luxem
bourg (99), Ireland (100) 

Belgium-Luxembourg 
(104), Great Britain 
(104 ) 
France (107), Sweden 
(107), "The Fift een" 
(108), Western Ger
many \109), Ita1y 
(110) 

Denmark (116), Norway . 
(116), Portugal .. 
(116), Netherlands 
(119) 
Gre~ce (1(2) 

Western Germany (103), Great 
Britain (104) 

Sweden (106), "The Fifteen" 
(107), Italy (110), Switzer
land (110) 

Norway (114)t Portugal (114~: 
Denmark (1151 

Greece (121), Netherlands 
(124) 

A comparison between the different countries a1so shows 
that the seetion of population aged 15-64 years varies only 
slight1y from country to country~ In all the countries it 
amounts to 63-67 per c~nt of the total population. 

2. Migration 

Consideration has been paid to immigration and emigration 
in six of "The 15", as shown in Table E. These assumptions 
have been made on the basis of the population forecasts publish
ed by OEEC ~ .. As regards Great Britain, the assumpti,ons are in
cluded in the national forecast. 



Table E. IIllIlligration and emigration in six of "The 15" 

Western Germany net immigration 100,000 per annum 
Italy net emigration 75,000 " " 
Netherlands fl " 20,000 " " 
Great Britain " " 32,000 " " 
Ireland " tf (4,000) " " 
Portugal " " 35,000 " " 
"The Fifteen" net emigration 66,000 per annum 
"The Six" net immigration 5,000 " " 

3. Labour force 

A number of difficulties arise when attempts are made to 
calculate and compare the number of paople employed in differ
ent countries. This is particularly true as regards female 
labour, especially in agriculture. To avoid this difficulty, 
the number of professionally active . males in relation t o the 
total number.of males between the ages of 15 and 64 has been 
calculated first (Table F). 

Table F. Economically active males ih percentage of males 
agad 15-64 years 

1956 Country 

-90 United States 

90-95 Greece, BEflgium-Luxembourg, Netherlands, 
Western Germany, Great Britain 

95-100 . . France, Austria, Sweden, Norway, Italy, . 
Denmark, Switzerland, 
Fifteen", "The Six" 

Portugal, "The 

100- Ireland 

Judging from this ta~le there is no reason toexpect any 
great change in thenumber of people employed during.a period 
of ecc)llomic expansion; comparison with the United States, how
ever, suggests a possible slight decrease with a higher stand-
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ard of living. Certain general considerations also favour this 
view. 

It seems reasonable to assume that no great changes are 
likely to occu~ as regards the centre part of the 15-64 section 
of the population as far as employment is concerned; signifi
cant changes may be anticipated among the highest and lowest 
age groups. Continued economic progress and a higher standard 
of living should make it possible to reduce the retirement age. 
On the other hand, it may be maintained that a higher standard 
of living will be accompanied by better physical condition, 
which will tend to increase the relative number of economically 
active people in the highest age groups. These rival tenden
cies make it difficult to forecast the net effect of the changes 
occurring at the "top" of the age group 15-64 years. It should 
be observed, however, that the size of an age group at the "top" 
is considerably smaller than that of the youngest section of 
the actively employed age group . No consideration, therefore, 
has been taken of the degree of employment in the highest age 
groups. 

In the fifteen countries there exist very great differ
ences in the educational systems, but common for them all is 
the tendency towards longer compulsory education. It must be 
assumed that not only the compulsory school period will be 
longer in the future, but that it will be made possible for an 
increasing number of young people aged 15-20 years to continue 
their studies, and thus the age at which they become economi
ca11y active will be higher. 

How great the influence of a rise in the school-leaving 
age may be is illustrated by Swedish conditions. Diagram l 
shows how great a proportion of the young peop1e of Sweden in 
each ~ge group was studying in 1955. 

If it is assumed that the nine-year comprehensive school 
had been established all over Sweden in 1955, the young people 
indicated by the shaded field would also have been at school. 
They numbered 175,000, divided almost equally between the 
sexes. In 1955 the percentage of gainful1y employed males in 
the age group 15-64 was 97.1; if the school reform had been 
fu11y app1ied this figure would have been 3.7 per cent 10wer. 
This figure shou1d perhaps be reduced somewhat; for certain 
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young people aged 14-16 years economic employment is not the 
only alternative to being at school. On the other hand, an 
extension of co~pulsory education should be accompanied by the 
expansion of higher education. Even if variations in each an
nual åge group are smaller the higher up the age scale they 
get, the changes in these ages have a relatively greater ef
feet, since the alternative occupation for a twenty-year-old 
person who is studying is almost exclusively some form of eco
nomic activity. 

A study of the effects of the expansion of the education
al system in each individual European country would take us too 
far and would probably be of very little value. One thing is 
clear, however; an extension of compulsory and further educa
tion will take place, and to a certain extent reduce the degree 
of economic employment of the population. Consideration has 
been taken to this factor in our calculations by the assumption 
that the number of actively economically employed in percen
tages of males aged 15-64 years will decline by 0.5 per cent 
for each five-year period, so that by 1975 it will be 2 percent
age units lower than in 1955. This implies that this factor 
has been deemed to be of relatively subordinate quantitative 
importance to the development of production . Qualitatively it 
should be of far greater significance by its influence on the 
productivity of labour. 

As regards female labour, we have chosen to attach our 
hypotheses to the relation between males and females in various 
branches of the economic life, as shown in the following. 
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III. EMPLOYMENT AND PRODUCTION 

l. Agriculture 

European agriculture is dispersed over a number of relative
ly isolated national markets. · Only · countries with a large export 

surplus, such as Denmark, have a home marketthat is in free con
tact with other markets. The various countries, however, exchange 
certain quantities, which are equivalent to surpluses and de~i
cits in the national markets. Exports go to å certain extent to 
countriesoutside Western Europe. Calculated in products of · Euro
pean agriculture, this export is o~ subordinate importance . Im
ports of agricultural products from other parts of the world 
are, on the other hand, rat her important. Thus in 1955, the 
consumption of agricultural produce in the OEEC area was cover-
ed to about one fifth by net import from other parts of the 
world. 

It is a well-known fact that the incorne elasticity of the 
consumption of foodstuffs varies with incorne levels. Various 
investigations have shown that even in a country with a rela 
tively high income level, such as Sweden, the elasticity of 
the demand for foodstuffs may be rather great, if it is derived 
from time series in which the tendency towards highly deve10ped 
industria1 treatment and lengthening of the distribution dis
tances is apparent. Of interest in this connection, however, 
is the consumption rneasured in volurne of agricultural products 
that leave agriculture either for direct consumption or for 
further treatrnent within other sectors. If one restricts the 
study to this volurne of production, it will be found that e1as
ticity of incorne declines rather quick1y with higher income 
levels. According to investigations made by Jureen, based on 
a comparison of consumption in different countries, income elas
ticity declines from a value of 0.5 in the less advanced 
countries to 0.1 in a country on the same level as the United 
Statesl • This implies that with a parallel increase of incorne 

l) Lars Jur~en: Long-term Trends in Food Consumption: A Multi
Country Study, Econornetrica 1956. These calculations proba~)
ly include the implied effects of the relatively more expen
sive services or, on the contrary, a cheapening of the final 
products of agriculture, which is a consequence of an in
crease of the national product per capita, and of wages. 
It is difficult, however, to say in what direction this fac
tor will lead, since agricultural products reach the consurner 
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levels in different European countries, the demand for agri
culturaI produce will increase much more rapidly in backward 
countries than in countries where the initial income level is 
already high. In view of national agriculturaI policies, now 
pursued, this circumstance will naturally affect the relative 
development of production and employment in agriculture in dif
ferent part s of Europe. Another feat ure of the least developed 
countries is that their populations are increasing at a rela
tively rapid rate, and that the urban occupations are compara
tively less developed. Thus there is reason to assume that in 
such countries at a given productivity in agriculture, the sec
tion of the population engaged in agriculture will not decline 
in the same way as in the more highly developed countries. 

We have taken these circumstances into consideration in 
the forecast in the following way, which naturally implies a 
greatly simplified schematic account of development in differ
ent spheres of European agriculture. 

The development of the total consumption of agriculturaI 
produce in Western Europe has been estimated on the basis of 
the national product per capita, which is obtained in Our three 
alternative forecasts. The assumption of elasticity of income 
has been chosen on the basis of income per capita, which for 
the whole area is attained in the middle of the forecast period. 
By applying Jureen's findings, this elasticity has been deter
mined at about 0.3. 

As far as trade with other parts of the world is concerned, 
the assumption has been made that the net import of the OEEC 
area will remain constant. The reason for this assumption is 
that with the estimated development of productivity and con
sumption, tendencies towards surpluses will arise if they are 
not neutralized by a reduction of the agrarian population. 

Mathematically these assumptions of the consumption and 
production of agriculturaI goods may be summarized as follows: 

b = annual relative increase of total population 
v = annual relative increase of national product per 

capita 
~ = elasticity of income in demand for agriculturaI 

produce 
0t= agriculturaI production year t 
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Yt = net import of agricultural produce year t 
Dt = 0t + Yt = consumption of agricultural produce year t 

Consumption of agricultural produce year 20 (i.e. 1975) will 
then be 

D20 = D (l + b)20 (l + ~ • 
,20 

o • v) 
or approximate1y 

D20 = Do (l + ' <t." ) 20 
o + < o V 

If we assume that the net imports remain constant, than 
020 = D20 (l + b +i . v) 20 - Yo • 
These assumptions of consumption and foreign trade are 

the basis of the increase figures for the growth of agricultural 
production in the whole of Western Europe, given in Table G. 
Starting from the increase in the total production that our 
forecast has led up to? one can only count on a margin for a 
growth of the production of agricultural goods of l to 1.5 per 
cent per annum . On the evidence of ear1ier experience we have 
calculat ed '\rfi t h a re,lat i vely r apid growth of producti on per 
worker; this development has~ as mentioned earlier, been divided 
into three alternatives which-asfor the other sectors- is re
lated to the genera l rate af progr ess . Since this increase of 
productivitY9 estimated on final products, has been determined 
at 2 to 3 per cent,employment in agriculture will decline by 
0 .7 to l per cent per annum in the whole of Western Europe. 

It is, however , as pointed out above, hardly feasible to 
assume that this decline will run parallel in all countries. In 
the less advanced ones, Portugal, Greece and Italy, population 
is growing so rapidly that it is unlikely that the relatively 
restricted urban occupati ons can absorb more than the increase 
of population. In these countries, too, the demand for agri
cultural produce is increasing rather rapidly. For this group 
(A) we have therefore assumed that the agrarian population will 
remain constant , which, in accordance with our general assump
tiona of productivity, means that their p~oduction of agricultu-

.ral produce will increase by 2 to 3 per cent a year. This is 
in keeping with the tr ends in these countries during recent 
years. The Netherlands, with its rather rapidly increasing 
population~ cultivatiQn policies and emphasis on -- fruit, vege
table and flower growing, has been assigned to this group (A). 
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The burden of a reduction of the agrarian population, 
therefore, falls on the oth~r cou~trles (grOllp B), with their 
relatively slow groth of population, rathar con8iderable urban 
occupations and on the whole co~paratively slow growth of the 
consumption of agricultural products. Tt) ach1ave equ11ibrium 
in the agricultural market of Western Europe requ1res that the 
production of final consumer goods incre-ases by a maximum of 
0.5 per cent per annum. According to our assumptions of pro
ductivity, on the other hand, there will be a decline in em
ployment in agriculture by 1.5 to 2.5 peF cent per annum. As 
a comparison it may be mentioned that the annual decrease in 
the agrar ian population of group B during the period 1920-1950 
was about 0.5 per cent. Since the war, however, the decline 
has been much more rapid, and agrees rather closely with our 
calcu1ations. 
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Table G. Growth figures for agriculture according to 
the forecast alternatives 

Annual increase % 
Alternative 

C B A 

Population "The 15" 0.4 0.4 0.4 
National product per capita, "The 15" 1.7 2.2 2.7 
Agricultural production per work er 

I 
in agriculture , all countries 

gross calculation 2.0 2.5 3.0 
net calculation 1.5 2.0 2.5 

, Employment in agriculture 
Group A O O O 

" B -1.7 1-2 •1 -2.6 

"The · 15" -0.7 -0.8 -1.0 
Agricultural production 

gross calculation 
I 

I 
Group A 2.0 2.5 3.0 

I " B 0 . 3 
I 

0.4 0.5 
i 
I "The 15" L.O I 1.25 1.5 I 

I 

I net calculation I 
Group A 1.5 I 2.0 I 

" B 0.0 I 0.0 I 
I 
I 
I 

"The 15" 0.5 I 0.8 

Group A: Portugal, Greece, Italy, Ireland, Netherlands 
Group B: The remainder of "The Fifteen". 

2.5 

I 
0.0 

1.0 
I 

We must now assume, as touchad upon earlier, that the 
value added of agric'L :_ture will decline in relation to its 
production of final p~oducts, partly on account of an in
creased use of indust~ial raw materials, partlyowing ,to a 
continued disintegration of the treatment o~ products, and 
of transport and dist':'ibution from agriculturai enterprises. 

We have therefore ca~ ~lated that net productivity (value 
added per worker in umstant prices) will increase 0.5 per 
cent less per year th',n the gross productivity. The assump-



)7 

tion is somewhat arbitrary. This implies that the contribu-
tion made by the agrarian population to the national product 
increases by only 0.5 to l per cent per annum for the whole 
of Western Europe, and ceases completely in group B. 

The increase in the agriculturaI production of Western 
Europe, illustrated in Table G, seeme to be of the same magni
tude as during the period bet\rJeen the 'l;vars. It is considel"'
abl~ lower for more advanced countries (group Bl. I~ sueh 
a development is to take place, there is no doubt that a more 
rapid reduction of the area of agriculturaI land and a change 
to more extensive farming than formerly are needed. The result 
of the calculation is also due partly to the fact that it has 
bEen assumed that the import surplus. of the OESC area vtill re
main constant. Alternatively one might count with an agri
culturaI policy that reduced the area's import surplus and. 
gave scope for a somewhat mor e rapid increase of productian. 

But the relative magnitude is. so restricted that it cannot 
fundamentally change the pict ure. 

2. Urban occupations 

a. !9!~~_~@E19r~~~~ 

The above account shows how futu.re employrnent in agri
culture has been calculated. Presuming that full employment 
prevaiIs, the remaining labour force will be divided a~ong the 
other enterprises, the so-called u~ban occupations. 

In our treatment of agriculture we have not de·alt in de
tail with how employment will be distributed according to sex. 
Available statistics do not make it pcssible to estimate to 
what extent the women take part in actual agriculturaI \'\Tork. 
Owing to the symbiosis between the fårmers~ households and 
agriculture it is very difficult to distinguish between the 
two. We have made the comparatively simple assumption that 
no di stinction is made between·'male and female tasks in agri
culture. This may be assumed to be the same when, with a 
de cline in employment in agriculture, men and women usually 
move t ogether during a migration to urban occupaticns. 

Bearing this in mind, the distributi on of gainfully em

ployed men in agriculture and urban occupations is as shown 
in Table H • 

• 



Table H. Number of men employed in ITThe Fifteen" countries 

1955-1975 

1955 1975 

mil- millions !Index: 1955 = 100 
lions 

\ 
Alternative Alternative 

C B A C B A 

Agriculture 19.0 16.4 1509 150':: 87 84 81 
Urban occupations 60.1 68.5 69.0 69_.( 114 115 116 
Total 79.1 84.9 84.9 84.9 107 107 107 

With a decline in the number of men employed in agricul
ture by 13 to 19 per cent up to the year 1975, the number of 
men engaged in urban occupations would increase by 14 to 16 
per cent, at the same time as the total male labour force in
creases by 7 per cent . 

The reason why the differ ent hypotheses of the reduct i on 
of labour in agriculture cause such relatively small variations 
in the increase of men engaged in urban occupations is simply 
the fact that agriculture employs a smaller proportion of the 
male labour force. (See further Tables 2a and b, and 3a in the 
appendix of tables.) 

How then will the employment of women in urban occupations 
vary? For family reasons, as mentioned above, we count on women 
accompanying the men during migration from rural to urban occu
pations. The extent of female emp10yment in urban occupations 
can, contrary to what is the case in agriculture, be determined 
statistically with about the same degree of reliability as for 
male labour. Compared with men, the frequency of women workers 
in the urban occupations is relatively low, and variations in 
this frequency must be regarded as an essentiaI potential vari
able in the development. Such variations may originate from 
the supply or demand side. On one hand the tendency of woman 
to leave housework for professionaI employment changes. This 
latter type of change is connected in the first place with the 
general expansion of employment in urban occupations as reflect-
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ed in the number of men employed. But change may also take 
place in the use of male and female labour, either in a cer
tain branch of industry or as a consequence of changes in dif
ferent urban occupations which to a greater or srnaller extent 
employ fernale labour. Naturally, supply and demand have a 
reciprocal effect on each other. We have here chosen to con
sider the question primarily from the angle of demand. Thus 
we have related our assumptions to the proportion women/men 
in urban occupations. In doing so, it would have been desir
able to take into consideration the distribution of urban 
occupations in different cat egories in great er detail, and 
thus, for example, distinguish between different spheres of 
industry. In this respect, however, as in others, we have 
restricted ourselves to a three-sector analysis, in which ur
ban occupations have been divided into industrial and service 
ent erpri ses. 

As shown in Table I, there exists in the whole of Western 
Europe a great difference as regards the proportion of women in 
the industrial and service sectors. Thus the number of women 
in proportion to men is about twice as great in the service 
occupations as in industry. 

Table le Women employed in proportion to men 

Industrial sector 

% Country 

19-23 Netherlands, Norway, Sweden 
23-27 Belgium-Luxembourg, Ireland, USA 
27-31 Western Germany, Italy, D enmark , Switzerland, 

Austria, Portugal, Greece 
31-35 Great Britain 

35-39 France 

29.5 "The Fifteen" 
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Service sect or 

% Country 

20-30 Greece 
30-40 -
40-50 Italy, Netherlands 
50-60 Belgium-Luxembourg, Portugal 
60-70 France, Western Germany, 

Great Britain, USA 
70-$0 Norway, Austria, Ireland 
$0-90 Sweden 
90-100 D enmark , Switzerland 

61.7 "The Fift een" 

The tendency is almost the same in each individual 
country, onry Greece geing an, exception-probably due to eas
tern influence. At the same time very great variations are 
found between dif~erent cOUntries regarding the degree of 
female labour, in both the industrial and service sectors. 
These differences may be partly connected with the division 
,of industry and services into separate branches. But they 
may also be the result of national habits and social cond~
tions. No te!ldency towards an increased proportion of female 
labour can be observed with a rising standard of living; the 
United States occupies a central position in. both sectors. 
This may possibly'be interpreted to mean that the emancipation 
of women, which accompanies economic development,is counter
acted.by the reduced econömic necessity to work outside the . ' 

home. Nor does a retrospective survey of development in the 
individual countries during recent years give reason to anti
cipate an increase of the proportion .of female labour in the . 
two seQitors. 

We have therefore assumed that the'proportion wome~/men 
in the industrial and s'ervice sect,ors will remain constant in 
each'individual country. Since the frequency of woman in the 
service sector is on an average twice as great as in the in
dustrial sector, the shift towards employment in the service 
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sector that is to be anticipated will cause agreater increase 
of the labour force in urban occupations than is equivalent to 
the growth of the number of men employed in urban occupations. 
It can be shown, however, that within the limits that are valid 
for the trend towards the service sector, ~he relative increase 
of the labour force due to the greater number of women employed 
will be only a few per cent . 

b. !h~_§~~Y~2~_§~~~2~~§_§h~~~_~f_~~E!2r~~~~ 

The assumptions of the development of the service sector 
on which the forecast is based may be summarized as follows . 

The demand for the services supplied by the service sec
tor are assumed to be determined by 

a. growth of the national product per capita, 
b . the relative increases in prices of services . 

Increases in prices are assumed to be determined by 
c . rises in wage levels (services are assumed to 

require a relatively large amount of labour) , and 
d. the relative increase of production per worker 

(productivity in the service sector in relation to 
the production of goods). 

The price-determining factors, c and d, are also assumed 
to be determined by the national product per capita. This 
means that the demand for services may be regarded as a func
tion of the national product per capita. 

The possibility we have to determine this relationship 
empirically has been to compare the sector's share of the to
tal employment in different countries for the initial year, 
1955, with the national product per capita. Such a comparison 
has been made in Diagram 2 between the fifteen Western Europe
an countries and the United States~ The scattering of the 
various observations hae not given us reason to assume that 
the relation between employment in the service sector and the 
national product per capita in the interval in question is to 
be approximately regarded as other than linear. This relation
ship has been derived so that a line has been plotted in the 
diagram to connect the mean for the fifteen European countries 
with the United States. The line is equivalent to the equation 
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100 . 6 = 0.041 • GNP / c - 18, 
where 6 = employment in the service sector l 

employment in the production of goods 

and GNP/c = the gross national product per capita. 

In 1955 the value of 100 . 6 was 62 for "The Fifteen tt 

and 107 for the United States. 
As a basis of the forecast has now been added the assump

tion that the6-values for the invidual European countries in 
1937 have been attained by a parallel shift along the given 
Europe-USA line. The countries which in the initial position 

have a relatively. high6 -value will thus in 1975 be rather 
high in relation to the trend line. 

It is obvious that these assumptions are somewhat arbi
trary. There are reasons to anticipate a slower or more rapid 
development in some countries. The greatest arbitrariness, 
however, is in the fact that the result of a comparison at a 
certain point of time has been applied to a development in 
time. This implies that the relationship has been assumed to 
be the same in both these dimensions. Thus the new technical 
circumstances, and so on, which may change conditions as re
gards the relative extent of the independent service sector 
by 1975, have been ignored. Since the USA has been taken as 
the line of direction, the procedure implies that the differ
ences in wage levels and relative productivity in the service 
section between the United States in 1955 and Europe in 1955 
will arise between Europe in 1975 and Europe in 1955 if Europe 
in 1975 attains the national product per capita that the USA 
had in 1955. As regards the wage level, this should not be 
an unreasonable assumption. Further, we have satisfied our
selves that the assumptions made in this study of the develop
ment of the relative productivity in the service sector are 
not contrary to available data on the relative productivity 
of the service and goods sectors of the United States, compared 
with Western Europe. 

The results obtained by this method 
2a, 2b and 3a in the appendix of tables. 

l) Only men in agriculture 

are given in Tables 
In our middle alter-



native (B) Great Britain and Ireland, and DaNoSve will have in 
1975 the same proportion of employment in the service sector 
as the United States had in 1955, the six countries in the 
Common Market will remain at a considerably lower level, while 
Austria-Switzerland will arrive at an intermediary position. 
The forecast method implies, however, that the scattering 
between the individual countries in 1975 will be .as great as 
in the initial position. 

3. Productivity and production 

When estimating future increases in productivity, con
sideration must be paid to such factors as technical develop
ment, changes in the level of education and craftsmanship, in
vestments and changes in the market. Changes in the se factors 
are, however, extremely uncertain, as are their influence on 
productivity and production. The relationship is complicated 
and there is, therefore, really only one possible method to 
arrive at a plausible guess, namely to study development up to 
date and to find out in what respects the conditions will be 
changed favourably or unfavourably in the future. The diffi
culty with this is·that earlier periods have in several 
respects been so essentially different that the support they 
give to future forecasts is rather weak. 

This is naturally more the case the further back in time 
ou~ experiences are. Pre-war conditions differ mainly as re
gards the economic situation before the full employment period. 
The war has also disturbed.the trends. As a background.to this 
it might be worth while to recapitulate experiences in Europe 
during the period 1913-19391 . 

Then agriculture was developing very slowly. Production 
was increasing by only about l per cent per annum, and, since 
the agrarian population was stagnant, this also represents an 
increase in productivity. (here and in the following in the 
meaning of production per worker). One or two more progressive 
countries,Denmark and Sweden, attained an increase in producti
vit Y of2 per cent a year or rat her more; in France the figure 
was perhaps 1.5 per cent • . 
l) The figures are taken from "Growth and Stagnation in the 

European Economy'i, Geneva , 1954. The information in the text 
refers to the whole of Europe at that time, except Russia. 
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The development of European industry during the same 
period, which ris illustrated by the following figures (in per 
cent), was not much greater: 

Industrial production 
Employment 

1.4-1.7 
0.4-0.$ 

Production per worker 1.0 
Production per working hour 1.$ 

During the pre-war years employment grew more rapidly in 
the service sector than in industry, while productivity probably 
increased more slowly. 

The conclusion arrived at regarding the growth of total 
production in Europe during the period 1913-39 is that it did 
not exceed 1.5 per cent per year, and that the growth of 
production per head of population in active working age did 
not much exceed 0.5 per cent. Development in the three largest 
countries, England, Germany and France, seems rather to have 
been slower. 

It is clear that the period 1913- 39 was in many respects 
extremely unfavourable, and as regards trends should be con
sidered as a slump period; first the World War, depressions 
with large-scale unemployment, a growing national protectionism, 
a conservative regulation of agriculture. There were, natural
ly, also periods between the wars when development was more 
rapid. But they had largely the character of periods of reco
very from war and depression, and it is difficult to judge them 
from the point of view of trends. There were also plus-variants 
among the individual countries; Sweden and Finland were two of 
them. Sweden had an annual increase of the national product of 
almost 2.5 per cent per year, or almost 1.5 per cent per person 
in the active working age; Finland had an even more rapid in
crease. 

During the post-war years development in Europe out side 
the Soviet countries has in the main been more rapid than be
fore the war. The national product in the OEEC countries as a 
whole increased during this period by 4.7 per cent per annum, 
but as the growth of employment was relatively rapid, production 
per worker increased by only 3.3 per cent. This relatively 
favourable development can partly be ascribed to factors that 
may be permanent; a high degree of employment,freer trade in 



Europe, and a higher investment quota than before the war. The 
high degree of employment must then be accorded decisive im
portance. Competition for labour, resulting in migration to 
towns, has accelerated the mechanization and rationaliz3tion of 
agriculture . Investments have been kept at a high boom level, 
and the attitude of the economic life to the prevailing expan-

. sion has made possible a more purposeful planning of enterprises. 
At the same time as this may become a permanent feature of 

European economy, it must, however, be assumed that the transi
tion to full employment economy has led to an extraordinary deve
lopment of a non-recurrent kind . During the years up to 1955, 
there has also remained a strain of recovery af ter the war, not 
least in the countries in which development has been most rapid, 
primari1y in Western Germany . It is undoubtedly s i gnificant 
that in Sweden, which remained neutral, the growth of the nation
al product during this period did not exceed 3 per cent per year, 
or 2.7 per cent per annum and worker; at the same time Sweden's 
investment quota was somewhat higher than the average for the 
whole OEEC region. 

A comparison of European development with that of America 
is of interest , not least from the ang.le of the efforts towards 
European integration. The economic development of the United 
States during recent decades has been comparatively uneven. The 
two world wars were accompanied by a very rapid increase of 
production, which was neutralized, however , by a slower develop
ment during peace. The long-term increase of pr oduction in 
America has not exceeded 3 per cent per year. The growth of 

population has also been rather rapid, and the increase of 
production per worker has therefore been about 1.5 per cent 
per annum. It has been estimated that between 1909 and 1950 
it rose by 201 per cent a year1 . During recent years the mean 
growth has possibly been somewhat more rapid. Development has, 
however, been considerably slower than in the OEEC group . In 

l) Cf. D. MacDougall: The World Dollar Problem, London, 1957, and 
John W. Kendrick: National Productivity and its Long-Term 
Projection, in Studies in Income and Wealth, Vol. 16, Prince
town, 1954 
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round figures a comparison for the period 1950-55 is as follows 
(the figures refer to annual growth in per cent): 

National product 
Employment 
National product per worker 

OEEC 

4.7 
1.4 
3.3 

USA 

4.0 
1.5 
2.5 

As the following figures show, there are similar variations 
in the progress of American industry:l 

Annual increase in per cent 
per worker per working hour 

1907-37 1.8 2.9 
1937-55 2·4 2.2 
1907-55 2.0 2.6 
American agriculture developed rather slowly during the 

decades from the turn of the century to World War II. Calcul
ations of the growth of production per worker vary from l per 
cent to 2 per cent a year. As in Europe, a period with a very 
rapid increase of production has followed, and according to 
one estimate production per worker increased by about 4 per cent 

a year between 1946 and 19552 . 
How then do our assumptions appear in the light of these 

historical experiences? 
These assumptions and their equivalent results regarding 

the national product per worker may be summarized as follows: 
Annual growth of net production 

per worker . 
Alternative: 

C B A 
Industry 2 2.5 3 
Agriculture 1.5 2.0 2.5 
Services l 1.5 2 
Total production 1.5 2.1 2.6 

It should be observed that the total increase of producti
vit Y is a result partly of development in each sector, partly of 
overlapping between the sectors. 

l) M. Frankel: British and American Manufacturing Productivity, 
University of Illinois, Bulletin, Vol. 54, 1957. 

2) MacDougall and others 



To get some idea of what the figures imply as regards 
deve10pment of production per working hour, we can assume that 
working hours will be reduced by 15 per cent between 1955 and 
1975. This means that, with an unchanged number of working days 
a year, the working hours per week will be reduced from 47 to 
40. Such an assumption does not seem unreasonable in viewoI' 
the fact that according to our calculations Europe will be ap
proaching the present American level of development by 1975. 
Our assumptions then imply that the national product per work
ing hour will be increased by 2.3 to 3.4 per cent annual1y, and 
industria1 production per working hour by 2.8 to 3.8 per cent 
per annum. 

These assumptions of the rate of growth of productivity 
are clearly somewhat hig~r than both Europea~ and American 
experiences from the pre-war period. Even our minimum alterna
tive (C) is on a 1evel with American and Swedish longterm deve-
10pment before the war. Compared with experiences from later 
years the picture is more disintegrated. The general develop
ment in the United States during the first half of the 1950's 
is very c10se to our highest alternative. The development of 
productivity in American industry during the years 1937 to 1955 
is near to our middle alternative, while the agriculturaI deve-
10pment of America since the war has been more rapid than our 
highest alternative (A). The general development of the OEEC 
region during the years 1950-55 was considerab1y greater than 
our highest alternative (A); the annua1 rate of increase of the 
total production per worker in the OEEC area has been almost 
l per cent higher than our A-alternative during this period. 
Swedish deve10pment during the same time is most nearly compar
ab1e with the American. 

When choåsing alternatives, consideration must be paid to 
the fo1lowing circumstances: 

a. The European countries have in general a higher invest
ment quota than before the war. It is probab1y somewhat higher 
than the American, particularly at a net estimate. If it is 
assumed that it will be permanent, it should in itself give a 
more rapid increase of production. 

b. The growth of population is almost twice as rapid in 
the United States. In Europe,therefore, a greater part of the 
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investments can be devoted to an increase of production per 
worker. ' 
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c. European capital stock is still old-fashioned in many 
branches. Investments should therefore imply a relatively ad
vanced modernization. But the significance of this has already 
declined greatly since the end of the war, and will probably 
continue to decline. It is an open question as to whether the 
difference in this respect is any longer very great between 
Europe and the United States. 

d. The Common Market of "The Six" creates scope for the 
development of large-scale industry in American style. This 
factor may accelerate development in this sphere. It is still 
uncertain as to whether Europe will enjoy the same advantages. 

e. Large parts of European agriculture are still irrational
ly organized; increase of productivity in this branch is de
pendent to a great degree on agricultural policy. 

The relation between investment and increased productivity 
is affected by all these factors, as well as by the rapidity of 
the technical development, for which it is impossible to make 
a long-term estimate. In view of this, a calculation of the 
capital coefficients equivalent to the result of the forecast 
can only give a certain general directionin order to estimate 
whether the result is feasible. Such estimates also tend to
wards an overworking of the statistical material, as regards 
the statistical comparability of different figures. A calcul
ation of the capital accumulation, which in given circumstances 
is required to attain a certain increase of production, should, 
in order to ensure a more reliable conclusion, be made by the 
isolation of smaller sectors with structurally divergent capi
tal intensity. For what it is wort h , however, the following 
capital coefficients have been calculated, giving the relation 
between the net growth of capital stock and the increase of 
production for the whole OEEC area between the years 1955 and 
1975'. 

In this it has been assumed that the gross investments in 
the OEEC area keep the same proportion of the gross national 
product as the initial year, that is to say, the gross invest
ment quota (repairs and maintenance not included) is almost 
20 per cent. An int~resting circumstance, which can hardly be 
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explained by different statistical methods of calculation, is 
now that net investments (i.e. gross with deduction for re
investments) represent a smaller proportion of gross invest
ments in the United States than in Europe. It is possible 
that 'development in Europe is proceeding in the same direc
tion. The proportion of net investments in the gross invest
ments is at any rate statistically uncertain. We have there
fore' chosen to make use of three assumptions, namely that the 
20 per cent gross investment is equivalent to 7, 10 and 13 
per cent of the net investment quota. 

Annual increase of production per cent 
Capital coefficient assuming that the net 
investment quota is 

7 per cent 
10 per cent 

13 per cent 

Alternative 
C 

2.0 

3.5 
5.0 
6.5 

B 

2.6 

2.7 
3.8 
5.0 

A 

3·7 

2.2 

3.2 
4.2 

In view of the unknown factors which affect the size of 
the capital coefficient, and the difficulty of comparisons 
with historical experience, no more will be said except that 
these figures do not suggest that the forecast alternatives 
presented are incongruous from the point of view of the ac
cumulation of capital. 

If, on the basis of the above discussion, we should take 
the risk of judging the three alternatives, it would be as 
follows. 

Alternative C represents, in spite of its being higher 
than the European and American long-term trend before the war, 
an absolute mini'mum, if one may say so, a failure of the ex
pansion policy. 

Alternative B implies also a cautious estimate of the 
possibilities of expansion. 

Alternative A is, in view of post-war experience, not 
impossible to attain, presuming a favourable constellation 
of technical development, economic policy and external con
ditions. It may be exceeded. 

All this,naturally, is only valid under normally peace
ful international political conditions. 
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It must be stressed that what has been said hitherto 
refers to the OEEC area as a whole. To judge the relative 
position of the individual countries in the development would 
lead us too far in this connection. 
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IV. PROSPECTS OF DEVELOPfVIENT 

l. European development in American perspective 

As already mentioned, a forecast of development will 
never be more reliable than the premises on which it is 
founded, and the premises must be judged on their own merits . 
The motives for the choice of these premises have been given 
earlier. Now the course of development will be described 
assuming that these premises are valid. The partial results 
will be found in the appendix of tables, and have been elu
cidated in Diagrams 4 - 7. 

In 1955 the fifteen OEEC countries had a total population 
of 260,000,000. If the underdeveloped countries Greece and 
Portugal are excluded, this figure will be reduced to 
240,000,000. Two thirds, or 160,000,000 of these lived in 
the six countries which together form the Common Market . The 
remaining gO,OOO,OOO or one third lived in the other seven 
more highly developed countries; 55,000,000 in Great Britain 
and Ireland, and rather more than 25,000,000 in the five small 
states, DaNoSve, Austria and Switzerland. From the angle of 
population, therefore, the weight of the Common Market is over
whelming. Its population is equal in numbers to that of the 

United States. 
Converted to dollars according to purchasing-power parit y, 

"The Fifteen" produced goods and services to the value of 
$3lg,000,000,000; "The Thirteen" alone $310,000,000,000, i.eG 
about three fourths of the production of the United States . Of 
this the Common Market was responsible for 60 per cent; the 
other seven countries for the remaining 40 per cent, of which 
England alone produced 26 per cent and the small countries 

DaNoSve and Austria-Switzerland 13 per cent. 
The economic preponderance of the Common Market was thus 

less than that of population. Economically it weighed less 
than half as heavy as the United States; production per capita 
was below $1,200 as against $2,400 in the United States. The 
other seven countries had attained a production per capita of 
more than $1,500, i.e. more than three fifths of the American 
production standard. Among these Sweden and Switzerland had 
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reached about $1,800, three fourths of the American level. If 
population remains unchanged, the Common Market must thus 
double production, the other seven countries only increase it 
by two fifths to reach the American level. 

The growth of population in the whole area will be slow 
until the year 1975. In the Common Market, however, the in
crease will be somewhat greater (8 per cent) than among the 
other seven (5 per cent) l. The growth of the section of the 
population in active working age will be still slower. These 
growth figures indicate, however , an increase of the number 
of consumers by 18,000,000 in "The Thirteen" countries. At the 
same time 10,000,000 people~ or an average of 0 . 5 million per 
year, will enter the labour marketo The growth of population 
is not, in any case, a great factor in the future development 
as opposed to the United States , where population is growing 
at the rate of about one third in twenty years. 

Nearly 100,000,000 people, or four out of ten of the 
population of Europe are engaged in the economic life2• Only 
16,000,000 are engaged in agriculture (with women perhaps 
25,000,000). The Common Market is largely agrarian in 
character, with 20 per cent of the labour force in agriculture 
as against only 10 per cent in the other seven countries out 
side the group; it is England that weighs down the percentage 
for the latter group. 

Urban occupations absorb the remaining 82,000,000, 
whereof rather more than half in industry. 

Our forecast points to considerable changes in this 
picture of the employment of the European labour force. Labour 
in agriculture will decline up to 1975 by 15 to 20 per cent in 
the Common Market countries , and by 25 to 35 per cent in the 
other seven countries . This means that the share of agri
culture in the total labour force will be reduced to 15 and 
6 per cent respectively. But employment in agriculture is 

l) Only in the Netherlands, Norway, Denmark , Portugal and 
Greece is the population anticipated to rise by more than 
15 per cent up to 1975 

2) Portugal and Greece are excluded. Female labour in agri
culture is not included. 



already so small that this reduction will release only 
3,000,000 men for work in the urban occupations; the women 
who accompany the men from agriculture are not included. 

5.9 

The service sector employs the greater part of the 
population increase and the migration from agriculture. Its 
labour force will grow by almost 30 per cent, which implies 
an addition of more than 10,000,000 men and women. To a certain 
extent this addition is made possible by increased numbers 
of female workers. 

The possibilities for the industrial sector to attract 
more labour will thereby be greatly restricted. An increase 
of 10 per cent (2,500,000) is anticipated in the Common Mar
ket states , while the other seven countries will have an un
changed or slight ly reduced labour force. 

The relative increase of female labour in the urban 
occupations is expected to depend wholly on the rapid expan
sion of the service sector. In industry and the service 
sector individually, the proportions have been assumed to 
remain constant. 

The different sectors will, to a greatly varying degree, 
base their growth of production on increased employment and 
higher productivity. 

Europe has already an agricultural production about 
twice as great as that of the United States. Production per 
worker is estimated to increase almost as rapidlyas in in
dustry up to 1975. But this will be neutralized to a varying 
degree by the drift from agriculture. The six countries com
prising the Common Market will increase their agricultural 
production by 10 to 25 per cent with a relatively slow reduc
tion of the total agrarian population. In the other seven 
co_untries agriculturaI production will increase by only O to 
5 per cent simultaneously with a more rapid drift from the 
country. Totally this means a growth of European agriculturaI 
production (UThe Thirteen ff ) by $5,000,000,000 (calculated ac
cording to factor costs). 

Today the industrial production of Europe is approaching 
that of the United States~ but to attain this a labour force 
almost twice as large as that of America is required. Thus in 
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round figures the productivity of European industry is only 
slightly more than half as high as in America. The potential 
possibilities of increasing production should therefore be 
great, even if the amount of labour cannot be considerably 
increased. On the basis of the assumptions of increased 
productivity, European industrial production will increase 
by at least 50 per cent, and according to the most favourable 
alternative by 90 per cent up to 1975. The latter alternative 
imp1iesan increase of production from 1955 by more than 
$10,000,000,000, or more than two thirds of the current in
dustrial production of the United States. The distribution 
of this increase among the different European countries de
pends, among other things, on the development of the efforts 
towardsintegration. It has been presumed here, rather arbi
trari1y , that development will be as rapid both inside and 
outside the Common Market, even if integration is more advanced 
in this group. The industry of "The Six" countries is favoured, 
however, by agreater increase of the labour force (population 
i s growi ng faster there, and agriculture can supply more 
people) and, in a favourable alternative, will double produc
tion. As a consequence of this two thirds of the increase 
of production will fall to the lot of the Common Market, which, 
in the more favourable alternatives, will by 1975 equal or 
exceed the industrial production of the United States in 1955. 
The remaining seven will increase their industrial production 
by 75 per cent in the best alternative, and thus equal the 
1955 industrial production of the United States • 

The value of the service sector in the United States 
represented in 1955 no less than 60 per cent of the national 
product; for Europe it was only 40 per cent; in the United 
States the service sector's contribution was thus consider
ably greater than that of industry, while the opposit~ was 
the case in all European countries. A contributory cause of 
this was probably the fact that the prices of services were 
relatively higher in the United States than in Europe. The 
result of the forecast is now a relative advance of service 
production in Western Europe. But this is not in proportion 
to the changes of occupation; production per worker has been 
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assumed to increase more slowly in the service sector than in 
the production of goods. Two fifths of the production increase 
in the service sector is due to increased employment . The trend 
towards service production will not, however, lead to equality 
between Europe 1975 and America 1955 as regards the share of the 
service sector in the total production. For the whole of Europe 
service production will be of the same magnitude in 1975 as the 
United States had in 1955, while industrial production will be 
at least 50 per cent greater. As a basis for this calculation, 
however, is a forecast of European production in constant 
relative prices. In so far as services become relatively more 
expensive, the value of the European production may approach 
the American level of 1955. 

The consequences of all these changes will be that Europe, 
whose total production in 1955 was 20 per cent below that of the 
United States, will by 1975 have reached a production that is at 
least 20 per cent greater, and in a more favourable (but not im
possible) alternative almost 50 per cent greaterl . The six 
states in the Common Market alone will attain three fourths of 
the national prbduct of the United States in 1955. 

Calculated per capita, however, the total European Pro
duction, even in favourable cases, will remain at a lower leve l 
than the 1955 figures for the United States. In Diagram 3, 
page 49, are illustrated th(initial positions of different 
groups of countries, and development according to the three 
alternatives in the forecast . Only the DaNoSve group will, by 
the year 1975, equal "USA 1955" according to the lowest al
ternative, with the possibility of exceeding this level by 29 
per cent (Sweden is clearly at the head of this group, together 
with Switzerland). Great Britain-Ireland will reach the same 
level in the middle alternative. "The Six", even in the "best tf 
case will be about 20 per cent below this level, but will reach 
it if Italy is excluded. (Otherwise this group of countries is 
relatively homogeneous as regards gross national product per 
capita~) Even in favourable circumstances, Greece and Portugal 
will lag far behind. 

l) Note that the comparison is made all through with the United 
States in 1955. Only if one has, like Mr. Krushchev, a ~~rxist 
theory of catastrophe, can one ignore the advances that the 
United States should make up to 197). 
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2. The studyas a starting-point for further investigations 

The present study is based on extremely simplified and 
relatively arbitrary assumptions. Its chief value is that it 
may serve as the starting-point for more detailed studies which 
in their turn may change our view of the general prospect. Let 
me examplify this by a few questions which may be taken up, but 
which are obscured in our greatly simplified model. 

The problem of the effects of integration is concealed in 
our assumptions of productivity, bu~ also in the assumptions of 
migration and relative sector development . If integration be
comes areality, it may lead to concentrations of productive 
power both in sectors and locally with great influence on the 
development of productivity. Capital and skilled labour may, 

, 
at points where the advantages of large-scale production and 
specialization are especially marked, be concentrated in great
er units than was formerly possible, which may lead to changes 
in structure, with increased productivity as a consequence; but 
the advantages may be unevenly distributed among the different 
countries. Migration of capital and labour may be stimulated, 
which will affect the development of production and the stand
ard of li ving in different countries . These economic-geogra
phical changes deserve a more thorough analysis. 

The greater market may particularly influence the deve
lopment in the service sector, which is dominated by transport 
and distribution, both generallyand geographically . On the 
one hand, the "importance of these service elements will in
crease with a more intense exchange of goods over greater dist
ances. On the other hand, integration may here too be accompa
nied by extra productivity, dependent on the specifically de
veloped forms of organization. For a more thorough study of 
these problems special consideration must be paid to individual 
branches of the service sector, such as motoring, railways, shipping. 

The problem of European agriculture has been dealt with 
very sketchily. More light .may be cast,on this question by a 
more realisticstudy. Problems which emerge are, among others, 
the distribution of the differ.ent products, animal and veget
able. Further the connection with modern industrial treatment 
of foodstuffs. Further the possibilities of mechanization or 
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change to more extensive or intensive farming of the land. Sueh 
a differentiated study leads up to the question of the position 
of the various regions in a more integrated mar~et. The loeal 
development of the modern foodstuffs industry w;..ll here be an 
essential. link. 

The questions of Europe's foreign trade h~ve been ignored 
in this study. We have chosen the somewhat arbitrary assump
tions of the foodstuffs import into Europe; foreign trade in 
industrial gaods and service products, particul~rly as regards 
terms of trade, have been kept out of the pieture. Development 
in these respects will naturally depend on a number of factors
the degree of integration, its effects on the internal economie 
situation of Europe, mentioned above, and development in the 
rest of the world, which is reflected, among other things, in 
terms of trade. Thesecircumstances may accelerate or slow 
down economic development, both nationallyand for the region 
as a whale. 

The question of the accumulation of capital is. a large 
• ' ... ... ,-'"'- •. • - .• ~'\' .. '/I""' " , 

on~ which has been kept in the background; amon~ other things 
because the distribution of invest~ents by\ sect.;0rs, even smal
ler ones, ' is as important to th~ general ra~e 01 ,pr()~ress as 
their relative totallevel. As/.already men11ion~d, "g~heral ca
pitaJ coefficients are t-oo coarse an instrument Ifor a meaning-

, , , ./ ; I " " 
ful analysis. The total inveS'tments have b~en , assumed to iri-
crease parpllel with the tota'l production, : ~.e '.':; the gross sav-

, j ,f , ' : 

ing has bee·n assumed to r.#fil7in unchang~dl A study of the 
distribution of 1nvestmerit " between social and ' economic struct
ure, o~' between 'agricuIture and indu~try ~ might possibly lead to 
c onclusions regarding the rate of pri)gress by aect ors. But 

. ' . ' j 
teohnical developm~tlt with its depe~dence on the human factor 
in research and de,telopment work m~st a150 ' be included. Per
haps one can appr~,i?-PA, , !t;.);H~ , q4eeti,qJ)i~': ?'f' the connection between 

. ,. , ( • . • . 1. : " '. '1~ ~.t "; .' r' ~ . , ~ ".> " . ' 

capitalaccumulation and production by "suchå"' ti'lare' detail~d 
I ' , 

study. The question is, however, how much the margin 'of un-
certainty regarding the future ean be reduced. 

To creatEi abaekground f"or a study of the develo~ment in 
the markets :ror individual goods has been given as the primary 
aim of this study. It is clear from the comments made here 
that the way to sueh markets is not very simple. If one a9-
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cepts the general conditions of the study, it is the development 
of production per capita in comparison with the United States 
that provides a relatively simple starting-point. The pres~nt 
consumption of goods in the United States should give us some 
idea of the trend in the European market. At the same time, 
however, we must not forget that when Europe or certain European 
countries reach a comparable general standard of living, the 
technical conditions will be quite different from what they are 
at present in the United States, both as regards types of 
products and costs of production, and consequently relative 
prices, and in the question of the attitude towards different 
kinds of private and collective consumption. 

As regards market studies of individual goods, a study 
like the one presented here can at the most function as a very 
general background. Every market, whether textile or steel or 
engineering products, has its special requirements, which may 
be analysed to a certain extent from its own starting-points, 
whereby development in general, or distributed over wide sectors, 
is only one of many factors. It must therefore be assumed that 
such studies of goods may just as well contribute towards a 
formulation of a general development prospect as not. It is 
such -interaction that one may hope will provide us with the 
better-founded forecasts we need when planning for the future. 



APPENDIX OF TABLES 

Countries included in the appendix of tables 

l. France 
2. Western Germany 
3. Italy 

4- 5. Belgien-Luxembourg 
6. The Netherlands 

Groups of countries 

"The 15" 
"The 13" 
"The 6" ex . Italy 
"The 6" 
"Other 7" 
Great Britain-Ireland 
DaNoSve 
Austria-Switzerland 

7. 
å. 
9. 

10. 
Il. 

Great Britain 12. Switzerland 
Ireland 13. Austria 
Denmark 14. Portugal 
Norway 15. Greece 
Sweden 

= nos. l - 15 
= " l - 13 
= " l - 2 & 4 - 6 
= " l - 6 
= " 7 ~ 13 



Table l. Population in Europe 1955-1975 millions 
I 

T o t a l In productive ag e 

1955 1975 ~ndex 1975 
1955 1975 

Index 1975 
(1955 = (1955 = 

Men Women Total Men Women Total 100) 
~v1:en Women Tot al Men Women Total 100) 

- Total Total 

-. 

'he 1 5" 12504 134.0 259.4 137.8 14302 281.0 108 82.6 88.4 171 00 . 90.6 . 92 . 8 183 .5 107 

lereol' : 
'he 13" 117.0 l25.2 242.3 127.9 132.7 260.6 108 77.3 82.6 159.9 84 . 2 86 .1 170.4 107 

lereof : 
'he 6" 77.7 83.5 161.1 86 .1 89.6 175.7 109 51.3 55.4 106. 8 56.6 58 .3 114.9 108 

The B" ex. 
taly) (54.2) '58.8) (113.0 (60 .0) (62.8) (122.8): (109) (35.7) (38.9) ( 74. 7 ) (39.2' (40.3) (79.5) (106) 

ther 7" 39.4 41.7 81 .1 41.7 43.2 84 .9 105 25.9 27.2 53.1 27.6 27 . 8 55.5 104 

lereof: 
eat Eri ta in-
~land 26.3 27.9 54.2 27.4 28.5 55.9 103 17.3 18 .1 35.5 18.3 18.4 36 .7 103 

NoSve 7.5 7.6 1 5. 1 8.5 8.3 16.8 111 4.9 4.9 9.8 5 .4 5.4 10.8 111 

lstr i a -
IIi tzerland 5.6 6.3 11.9 5.9 6.3 12.2 103 3.7 4.2 7. 9 3.9 4 .1 8 . 0 102 

3A 82 .1 83.2 165.3 51.0 52.2 103.2 



Table 2 a. Distribution of labour in spheres of economy in Europe 1955-1975, millions 

1955 Forecast alternative B 
1975 

M M+W ~'i+W M P;.+W rvr ..... W 
Agriculture Industry Service Total Agriculture Industry Service Total 

"The 15" 19!0 45.6 40.2 104.8 15.9 48.2 51.6 115.7 
thereof: 
"The 13" 16.5 43.9 38.4 98.8 13.4 46.0 49.2 108.6 
thereof: 
"The 6" 13.2 27.4 23.3 63.9 11.0 30.1 29.8 70.9 

("The 6" ex. Italy) (6.9) (20.5) (18.0) (45.5) (4.7) (21.9) (24.0) ( 50.6) 
I 

"Other 7" 3.3 16.5 15.1 34.9 2.3 15.9 19.5 · 37.8! 
thereof: I 

I 

Great Britain-
Ireland 1.3 11.5 10.7 23.5 1.0 10.7 13.1 24.8 

'. 
DaNoSve 1.2 2.7 2.6 6.4 0.8 2.9 3.9 7.5 
Austria-
Switzerland 0.8 2.4 1.8 4.9 0.5 2.4 2.5 5.4 
USA 7.1 22.3 31.5 60.9 

.- .. - ------------- j 



Table 2 b DistributO - -- ~ 
f lab -- I;; 

h - - -

1955 Forecast alternative B 
19?5 

M M+W M+W ]l1[ M+W M+W 
Agri cu l tur e Industry Service Total Agri cu lture Industry Service Tote:l 

"The 15" 18.1 4306 38 . 3 100 130? 41.? 44.6 100 

thereof: 
"The 13" lo.? 44.4 38 . 9 100 12.3 42.4 45 . 3 100 

thereof: 
"The 6" 2006 43.0 36 . 4 100 15.6 42.4 42.0 100 

r'The ö t ' ex. Italy) (15.2) (45.1) (39 . ?) (100) (9 03) (4303) (4?4) (lOO) 

"Oth er ?" 9.5 4? .2 43.3 100 6 02 42 02 5106 100 

thereof: 
Great Eri tain-
Ire1and 5.? 48.? 45 . 6 100 4.1 4301 52.8 100 

DaNoSve 18.3 41.3 40.4 100 10.5 38.3 51.2 100 

Austria-Switzer-
land 16.0 4?06 36 . 4 100 9.? 43.5 46.8 100 

USA 11.6 36.? 51.? 100 
- -- ----- -----



Table 3 a. Employment according to spheres of economy in Europe 1975, alternatives C, B and A 

Index: 1955 : 100 

Agricultur e Indust ry Service 

. Alternative Al terna tiv e Al ternativ e 

C B A C , B A C B A 

"Th-e 15" 87 84 81 104 106 107 128 129 129 

thereof: 
"The 13" 84 81 78 103 105 106 128 128 128 

thereof: 
"The 6" 87 84 81 108 ' 110 111 128 128 128 

("The 6 fl ex. Italy) (75) (69) (64) (104) (106) (108) (133) (133) (133) 

"Other 7" 76 70 65 95 97 98 129 129 129 

thereof: 
Great Britain-
Ire1and 80 76 72 93 93 94 122 122 122 I 

! 

DaNoSve 72 66 61 105 108 111 148 148 149 

Austria-
Switzerland 72 66 61 98 101 103 141 141 142 

- --- -- --



Table 3 b. Assumptions of development of productivity 

~ 
Increase in per cent per annum of 

production per worker in 

Agricu lture Indust ry Service 

C 105 (2.0) 2.0 1.0 

B 2.0 (205) 205 105 

A 2.5 (3.0) 300 2 00 

Note: The figures in the table refer to the net produc

tion pe r worker a t fixed pr ices o For agri cul t ur e has 

also been given (in parenthesis) the assumptions of the 

development of productivity, measured in volurne of 

final agriculturaI products. 



Table 3 c. Production according to spheres of economy in Europe 1975. alternatives e, B and A 

.. 
Index: 1955 = 100 

Agri culture Industry Service 

A-l-t.erna ti ve Al t-€rna ti-'V~ Al ternative 
... 

C B A C -, B - Å C B Å 

I 

"The 15" 111 116 122 153 171 191 157 175 193 

thereof: 
"The 13 ft 109 114 119 152 171 190 157 175 193 

thereof: 
"The 6" 112 119 125 159 179 200 156 173 192 

("The 6" ex.Italy) (100) (103) (105) (155) (174) (196) ( 16!) (179 ) (199) 

"Other 7" 100 102 104 142 159 177 159 177 195 

,t.hereof: 
Great Britain-
Ireland 104 10'1 110 138 154 170 149 166 183 

DaNoSve 97 99 99 154 175 197 181 200 221 

Aus:tri.a- Swi tz er-
. land 97 99 99 147 165 186 185 205 227 

- -- - ---- --- ---
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Table 4. Production1 according tospheres of economy in Europe 1955-1975 

thousand million dollars 

Forecast Rlternative B 
1955 .. 

Production index 1975 (195~=100)1 1975 

Industry Service lotal Agr.i- Industr~ Service Total Agri~ Indust ry Service 
culture cul ture culture 

34.5 131.7 112 06 278 . 8 116 171 175 166 40.1 22504 196.7 

32.4 129.6 110.3 272.3 114 171 175 165 3701 221.1 192.4 

.. .. .. 

23.8 76.3 62.5 162 . 6 119 179 173 168 28.2 136.3 108.0 

.. .. . . 

(15.6) (61.5) (50.2) (12702) (103) (174) (179) (167) (16.0) (107.1) (89 08) 
. 

806 53.3 47.8 109.7 102 159 177 162 8.8 84.8 84.4 

3.9 36.6 33.2 73.6 107 154 166 157 4.1 56.2 55 . 0 
-

2.9 9.9 904 22.3 99 175 200 176 2.9 17.4 18.9 

1.8 6.9 5.2 13.9 99 165 205 171 1.8 1103 10.6 

16.9 142.8 200.0 359.7 
-- ----- - -

Production estimate d a ccording to factor costs 

Total 

462 03 

450.6 

. . 

272 . 5 

(21209) 

178.1 

115.3 

39.1 
.·0 

23.7 



Table 5 6.. Gros.s national product1 (GNP) total and per capita in 

Eu rope 19.55 - 1975» al term tiv es C, B and A • 

GNP GNP per capita 

Thousand million dollars dollars 

1955 1985 1955 1975 
r'I B A 

! 
C B v 

!HEhe 15" 318 474 527 583 1,230 1,690 1,870 

thereof: 
"Th e 13" 310 463 513 568 1,280 1,780 1,970 

thereof: 
"The 6" 187 283 313 347 1,160 1,610 1,780 

("The 6" ex. 
Ita1y) (147) (222) (246) (273) (1,300) (1,800 ) (2,000) 

."Other 7" 124 180 200 221 1,520 2,120 2,360 

thereof: 
Great Britain-
Ire1and 84 118 131 144 1,550 2,110 2,350 

DaNoSve 25 39 43 48 1,620 2,310 2,560 

Au st ria-Swi tzer-
land 15 24 26 29 1,290 1,940 2,140 

USA 394 2,400 
-- --

1) Estimated according to market prices 

A 

2,070 

2,180 

1,980 

(2,220) 

2,610 

2,580 

2,840 

2,380 



Table 5 B. Gross national product (GNP) total and per capita in Europe 1975 

a l te r na t i ves C. B an d A 

Index:1955 = 100 

GNP GNP per capita 

C B A C B A 

"The 15" 149 166 183 137 153 169 

thereof: 
"The 13" 149 165 183 139 154 170 

thereof: 
"The 6" 151 168 186 139 154 170 

("The 6 'I ex. Italy) (151) (167 ) (186) (139) (154) (171) 

"Othe r 7" 146 162 179 141 155 172 

thereof: 
Great Britain-
Ireland 141 157 173 136 152 167 

DaNoSve 158 176 195 142 158 175 

Austria-Switzer-
land 154 170 189 150 166 184 

_ .. - ------ _ ._---_. -

I 

i 
I 



T'able 6. Population in Europe 1955-1975, millions 

T o t a l In productive age 

1955 19'75 Index 1975 1955 1975 Index 1975 

·1otal 
{1955 .= 

Nomen I Total 
(1955 = 

Men Wamen Total Men INomen 100) Men Men Women Total 100) 
Total I Total 

France · 21.0 22.4 - 43.5- 22.9 23.7 46.6 107 13.8 14.2 27.9 15.1 15.1 - 30.2 - 108 

Western 
Germaby 23.2 26.3 49.5 26.0 27.8 53.8 109 15.6 18.3 33.9 16.9 18.1 35.0 103 

Italy 23.5 24.7 48.1 26.1 26.8 52.9 110 15.6 16.5 32.1 17.4 18.0 35.4 110 

Belgium-
Luxemburg 4.5 4.7 9.2 4.7 4.8 9.5 104 3.0 3.1 6.1 3.0 3.0 6.1 99 

Netherlands 5.4 5.4 10.8 6.5 6.4 12.9 119 3.3 3.4 6.7 4.2 4.1 8.3 124 

GreatBritain 24.8 26.4 51.2 25.9 27.1 53.0 104 16.4 17.2 33.7 17.4 17.5 34.9 104 

Ireland 1.5 1.5 2.9 1.5 1.4 2.9 99 0.9 0.9 1.8 0.9 0.9 1.8 100 

Denmark 2.2 2.2 4.4 2.6 2.5 5.1 116 1.4 1.4 2.8 1.6 1.6 3.3 115 

Norway 1.7 1.7 3.4 2.0 2.0 4.0 116 Ll 1.1 2.2 1.3 1.3 2.5 114 

Sweden 3.6 3.6 7.2 3.9 3.8 7.7 107 2.4 2.4 4.7 2.5 2.5 5.0 106 

Switzerland 2.4 2.5 4.9 2.6 2.7 5.2 107 1.5 1.6 3.2 1.8 1.8 3.5 110 

Austria 3.2 3.7 7.0 3.3 3.6 6.9 99 . 2.2 2.5 4.7 2.2 2.3 4.5 96 

Portugal 4.2 4.5 8.7 4.9 5.3 10.2 116 2.7 2.9 5.6 3.0 3.3 6.4 114 

Greece 4.1 4.3 8.4 5.1 5.1 10.3 122 2.7 2.8 5.5 3.4 3.4 6.7 121 

"The 15" 125.4 134.0 259.4 137.8 143.2 281.0 108 82.6 88.4 171.0 90.6 92.8 183.5 107 

USA 82.1 83.2 51.0 52.2 103.2 
! 

-- -


