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UNESCO's  a id  budge t  is devo ted  to ass is t ing  deve lop-  
ing countr ies .  These  aid ac t iv i t ies  r ece ive  top pr ior i ty  
due  to the  r ecogn i t ion  tha t  sc ience  and  cu l ture  a re  a 
basic  e l emen t  in social  and  economic  d e v e l o p m e n t  
ne tworks ,  w h o s e  success  depends  on  the  worker s '  
l eve l  of cu l tu re  and  educa t i on  and  the  qua l i ty  of the i r  
voca t iona l  ins t ruc t ion  as wel l  as l abour  and  man ag e -  
men t ' s  ab i l i ty  to p rope r ly  employ  local  mate r ia l s  and  
m o d e r n  e q u i p m e n t  and  to absorb  and  explo i t  inno-  
vat ions .  These  p rob lems  were  pa r t i cu la r ly  p r o m i n e n t  
at  t he  UN Confe rence  on  the  Appl ica t ion  of Science  
and  Technology  in l ess -deve loped  Count r i es  which 
was  he ld  in 1963 in coope ra t ion  w i th  UNESCO, as 
wel l  as wi th  re fe rence  to pa r t i c ipa t ion  in Develop-  
men t  Decade  projects .  

The Economic Commission for Africa 

The impor t ance  of the  Economic Commiss ion  for 
Afr ica  can  bes t  be  unde r s tood  aga ins t  the  background  
of the  a t t empts  to base  d e v e l o p m e n t  p r imar i ly  on  co- 
ope ra t ion  a m o n g  deve lop ing  countr ies ,  thus  r e l i ev ing  
t hem of the i r  specia l  re la t ionsh ip  to the  deve loped  
world.  These  a t t empts  we re  pa r t i cu la r ly  e v i d e n t  a t  
the  e ight  congress  in Lagos, in  ea r ly  t967. There ,  
d iscuss ions  a g a i n  m a d e  it  c lear  t h a t  no t  on ly  is Afr ica  
the  mos t  backward  cont inen t ,  in  whirl1 90 pe r  cen t  of 
the  popu la t ion  has  a pe r -cap i t a  a n n u a l  income of 
u n d e r  $ 100, bu t  t ha t  i ts  a n n u a l  r ise  in  p roduc t ion  
to ta l s  app rox ima te ly  o n l y  I pe r  cent .  W h i l e  the  pro-  
po r t i on  of impor t - expor t  in  the  con t inen t ' s  e cono my  
is fa i r ly  high,  approach ing  25 pe r  cen t  of product ion ,  
i ts  ra te  of inc rease  is ex t r eme ly  low, h a v i n g  a t t a ined  

less then  3 p e r  cen t  in  1966. Thus  it  could  not  ease  
the  ba lance-of -payments ,  which remains  nega t i ve  
t h roughou t  most  of the  con t inen t  and  cont inues  to 
d i scourage  deve lopment .  

In recogn i t ion  of the  s i tua t ion  the  Confe rence  not  
on ly  s tudies  the  factors  n e c e s s a r y  to acce le ra te  eco- 
nomic change.  For, whi le  its ac t iv i t ies  in the  coming 
yea r s  will  of course  inc lude  an  ana lys i s  of the  popu-  
lation, i ts  fields of employment ,  l e a rn ing  achieve-  
men t s  an d  level  of voca t iona l  guidance ,  as wel l  as 
aspects  of industr ial ,  agr icul tura l ,  commerc ia l  and  
f inancia l  p lanning,  its p r i m a r y  conce rn  is the  ex- 
pans ion  of coopera t ion  u n d e r  cu r r en t  condi t ions  
among  the  va r ious  count r ies  on the  Afr ican  con t inen t  
and  the  e n c o u r a g e m e n t  of the  e s t ab l i shmen t  of suit-  
able  sub- reg iona l  agenc ies  which can  also se rve  as 
a l eve r  for deve lopment .  

The UN Economic Commiss ion  for Afr ica  deals  
cons t an t ly  wi th  p rob lems  of technical  ass i s tance  and  
thus  also wi th  all types  of deve lopment ,  inc lud ing  
basic  p lanning,  the  s tudy  of technologica l  improve-  
ments ,  sources  of na tu ra l  resources  and  the i r  ex-  
ploi ta t ion,  credi t  and  i n v e s t m e n t  te rms and  ac t iv i t ies  
of the  Af r i can  Bank an d  of d e v e l o p m e n t  funds. In all 
these  fields the  UN Economic Commiss ion  is in  close 
con tac t  w i th  o the r  UN d e v e l o p m e n t  agencies ,  par t ic -  
u l a r ly  the  UN Confe rence  for Trade  and  Deve lopment ,  
as wel l  as w i th  the  Organ iza t i on  of Af r i can  Un i ty  an d  
its economic  commit tees ,  an d  the  o t h e r  Af r i can  
organisa t ions ,  espec ia l ly  those  dea l ing  wi th  economic  
affairs. 

Foreign Investment 

The American Economic Conquest of Europe 
by Professor Gustav Schachter, Boston 

W h e n  we ta lk  a b o u t  conquest ,  we a lways  h a v e  in 
f ront  of our  eyes  a rmies  march ing  in, t ak ing  

ove r  the  ex i s t ing  ins t i tu t ions  and  lay ing  a h e a v y  h a n d  
on  the  local  popula t ion .  In this  sense  it is a m i snomer  
to call  the  economic  p e n e t r a t i o n  of A m e r i c a n  bus iness  
firms in Europe the  " A m e r i c a n  economic  conques t  of 
Europe." Also  it  would  be  e r roneous  to imagine  
A m e r i c a n  i nves tmen t s  in  Europe as a form of neo-  
colonia l i sm or  a p r e m e d i t a t e d  g rand  des ign  to t ake  
o v e r  the  b r a v e  old world.  Yet, as Se rvan-Schre ibe r  
beg ins  his  n o w  famous b o o k  "The A m e r i c a n  Chal-  
lenge" ,  "f i f teen yea r s  h e n c e  the  top wor ld  indus t r ia l  
power ,  af ter  the  Uni t ed  States  and  Sovie t  Russia, 
could  be  not  Europe  bu t  A m e r i c a n  indus t ry  in  Europe.  
Today,  a l ready,  n ine  yea r s  a f te r  the  Common  M a r k e t  
was  es tab l i shed ,  the  o rgan iza t ion  of the  European  
m a r k e t  is e s sen t i a l ly  Amer ican ."  t 

In  1945, a t  the  end  of W o r l d  W a r  II, Europe was  
p rac t i ca l ly  in  ashes,  i ndus t ry  was  des t royed ,  and  mos t  
European  count r ies  suffered m o n e t a r y  chaos and  poli t-  
ical  instabi l i ty .  The  Eas t -Wes t  an tagon i sm was  jus t  
beginning .  The  s i tua t ion  was  so p reca r ious  tha t  for 
m a n y  W e s t e r n  Europeans ,  a Communis t  t ake -ove r  was  
imminent .  The  Uni t ed  Sta tes  r e igned  supreme in the  
wor ld;  i ts  indus t r ia l  p l an t  was  in tac t  an d  its resources  
compared  wi th  Europe seemed  unl imited.  Also, abou t  
half  of the  wor ld ' s  k n o w n  gold  bul l ion  was  in the  
Uni t ed  States.  Europe, on  the  o the r  hand,  lacked in 
indus t r ia l  plant ,  resources  and  fore ign exchange  in 
gold or  conve r t ib l e  fore ign cu r r ency  (at the  t ime on ly  
the  dol la r  and  perhaps ,  as an  adjunct ,  the  Bri t ish p o u n d  
were  cons idered  h a r d  currencies) .  

1 Jean-Jaques S e r v a n - S c h r e i b e r ,  Le Deft Americain, 
Denoel, Paris 1967, p. 1. 
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W e  know now that in 1947--1948, the Marshall  Plan 
was the main catalyst  that  stabilized the poli t ical  and 
economic structure of Wes te rn  Europe. Compared 
with  our foreign expendi tures  today, the Marshall  
Plan was v e r y  small, about  $ 11 billion all together.  
But it implied, above all, cooperat ion among the partic- 
ipating countries. By 1952, for all practical  purposes, 
the Marshall  Plan was successfully completed.  It di- 
minished if not  e l iminated the problem of inter- 
nat ional  dollar shortage, thus a l lowing Wes te rn  
Europe to part icipate again in internat ional  trade, on 
which it is so dependent.  It brought  polit ical stabili ty 
to Wes te rn  Europe with  governments  which could 
sustain the thrust  of Soviet  Russia. It helped the 
Amer ican  economy (even if only in an anci l lary way) 
by increasing foreign demand thus creat ing more 
output  and more demand for labor. It encouraged  co- 
operat ion among Wes te rn  European countries;  for 
example,  it induced the creat ion of the Organizat ion 
of Economic Cooperat ion and Development ,  the Euro- 
pean  Economic Community  and the European Free  
Trade Area.  

By 1958, only ten years  after the introduction of the 
Marshall  Plan, and only 13 years  after the end of the 
war, most Wes t  European currencies were  fully con- 
vert ible,  and the rate of growth of output  in European 
countries (England not included) was about double 
that of the United States. This also brought  about  a 
sharp reversa l  from the dollar shortage of the late 
1940's to the dollar glut of the late 1950's and 1960's, 
caused in part by  the v igorous  European economic 
expansion. Europe increased its exports  and it attract- 
ed Amer ican  capital  and tourists. 

The Pattern of US Investment in Europe 

For the last 10 years,  that is, since 1957--1958, Ameri-  
can investment  in Europe increased both in size and 
in scope. The pat tern of Amer ican  inves tment  in 
Europe is best presented  by Servan-Schreiber in the 
book ment ioned before. He notes  that  the Depar tment  
of Commerce  of the United States found shocking that 
in 1966--compared with 1965--American inves tment  
has increased by about 17 per  cent  in the United 
States, by 21 per  cent  in the rest of the world, and 
by 40 per  cent in the Common Market.  In other  words, 
the European countries became the most important  
locat ion for Amer ican  investment.  2 These investments,  
however ,  affected the United States balance of pay-  
ment  only slighly. In 1965, for instance, 55 per  cent  of 
Amer ican  investments  were  financed on the European 
markets ;  35 per  cent  came ei ther through the respec- 
t ive European government  subsidies or  through plough 
back of Amer ican  firms in Europe, and only 10 per  
cent  were  f inanced direct ly  from the United States. s 
Today, total  inves tment  in Europe by Amer ican  firms 
amounts to about  $14 bil l ion (i. e., more than global  
out lays  of the Marshall  Plan) and this represents  only 
plant and equipment.  But, since 1959, Amer ica  has in- 

2 Servan-Schreiber ,  op. cir., p. 24. 
Ibid.,  pp. 26-7. 

ves ted  $ 1 0 b i l l i o n  in Europe- -abou t  one-third of all 
United States inves tment  abroad--and,  of the six 
thousand new enterprises created by Amer ica  in the 
world, half were  created in Europe. 

European Fears 

While  Europeans see many  short run beneficial  effects 
of Amer ican  inves tment  in Europe, they  still fear that  
the Amer ican  penetra t ion 

[ ]  preempts  European firms from obtaining funds in 
European capital  market  because the strong demand 
of Amer ican  firms; 

[ ]  induces great  inf lat ionary p ressures - -whi le  Ameri-  
can firms created some extra  employment  (for ex- 
ample, in southern Italy), they also offer larger  sala- 
ries than their  European counterpart ;  

[ ]  means much lower  prices than European firms can 
afford because  Amer ican  firms are more efficient and 

[ ]  makes  Europe vu lnerab le  to Amer ican  business 
cycles and government  regulations. 

In general  Amer ican  firms are more profitable than 
European firms in Europe. In the 1960's profi tabil i ty 
of European firms decl ined while  that  of Amer ican  
firms in Europe improved. No wonder  Europeans are 
hurt  when they hear  that, " . . .  there is no Amer ican  
imperialism, there  is no Amer ican  polit ical push to 
conquer  Europe, but  they  make more money  with 
their  money.  They put their  money  and their  brains 
to bet ter  use than we do. W e  think that  it is only  a 
quest ion of dol lars- - (but) - -90 per  cent  of the dollars 
inves ted  in Europe are European dollars. W e  have  
earned them but lend them to the Americans  because 
they can make more money  with  them. The reason 
for Amer ican  dominance in Europe is that  the route 
from invent ion to production is shorter  than ours." 4 

The Reasons for American Success 

W h y  do Amer ican  firms do bet ter  than European firms 
in Europe? It seems that it is not  a mat ter  of lack of 
capital;  most of the capital, 90 per  cent  of it, comes 
from Europe. The answer seems to be that Europe is 
frozen in a successful first industrial  revolution,  150 
years  ago. The new revolution,  however ,  is based not 
only on machines, new sources of energy,  new kinds 
of raw materials  and markets.  Amer ica  does not  
challenge Europe in investment,  in tradit ional machine- 
ry, or in sources of raw materials  but it challenges it 
in the use of technology, size of firm, efficient organi- 
zation, research and development ,  and the educat ional  
process. 

About  a quarter  of a century  ago, a European-Ameri-  
can economist,  Joseph Schumpeter, advanced  the idea 
that  the main source of growth is innovat ion which 
will  induce investment.  As a corol lary  he ment ioned 
that  a change in the form of organizat ion for a more 
efficient one, does itself const i tute  an application of 

4 H a a g s e  Post in Atlas ,  March 1968, p. 22. 
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Continued from page 279 
innova t ion .  In fact, i n n o v a t i o n  implies  a change in 
o rgan iza t iona l  set  up because  it means  a change  in 
technological  s t ructure .  It  is no t  e n o u g h  tha t  tech- 
no logy  is avai lable ,  i t  mus t  b e  used,  t ha t  is, i nven t ions  
b y  t h e m s e l v e s  a re  mean ing l e s s  if t hey  are  no t  applied.  
Europe,  howeve r ,  has  a s t rong  t rad i t ion  of a pa te r -  
nal is t ic  form of en te rp r i se  o rgan iza t ion  no t  much 
dif ferent  t h a n  the  form of o rgan iza t ion  tha t  p reva i l ed  
in the  c o m p a n y  towns  of 19th cen tu ry  Uni ted  States.  
The  adap ta t ion  to new  techniques  is consequen t ly  
s lower  in Europe t han  the  Uni ted  States.  

The EEC c rea ted  an  en l a rged  m a r k e t  for old and  new 
products .  Europe,  however ,  d id  not  t ake  a d v a n t a g e  of 
this  market ,  bu t  Amer i ca  did. Europe did no t  t ake  
a d v a n t a g e  because  en te rp r i ses  in each European  
coun t ry  j ea lous ly  gua rd  the i r  firms, a t  a scale  which 
does not  co r respond  to the  needs  of the  n e w  en la rged  
marke t ;  a scale  which does  not  a l low for suff ic ient  
research  and  d e v e l o p m e n t  to take  a d v a n t a g e  of the  
ne w  technology.  The  re spec t ive  g o v e r n m e n t s  condone  
na t iona l i s t i c  en te rp r i se s  and  sus ta in  the  g rowth  of 
t r ad i t iona l  firms. In the  Uni t ed  States,  the  Govern-  
men t  subsidizes  research and  d e v e l o p m e n t  for  new 
produc t s  and  new  techniques.  European  firms show 
ne i the r  the  ab i l i ty  nor  the  wi l l ingness  to engage  in 
research.  

Europe Lacks Human Capital 

But e v e n  if Eu ropean  en te rp r i se s  we re  wi l l ing  to in- 
ves t  in research  for  d e v e l o p m e n t  of n e w  techniques  
and  products ,  t hey  would  be  hand icapped  by  the  lack 
of h u m a n  capital .  A b o u t  half  of the  people  b e t w e e n  
the  age  of 20 and  24 go to col lege in the  Uni ted  States,  
24 pe r  cent  in Sovie t  Russia, bu t  on ly  16 pe r  cen t  in 
F rance  and  abou t  7 pe r  cent  in I ta ly  and  Germany .  5 
The o rgan iza t ion  of un ivers i t i e s  is v e r y  poo r  in  t e rms  

of fulf i l l ing the  needs  of industr ies .  Eu ropean  Uni-  

vers i t ies  m a i n t a i n  the  same k ind  of cen t ra l ized  organ-  
izat ion as t hey  did 400 yea r s  ago. The  rules  are  laid 

down  b y  the  r e spec t ive  Min i s t ry  of Educat ion  a imed  

to g ive  the  s tuden t  a solid l ibera l  ar ts  or law 
educat ion.  Not  e n o u g h  emphas i s  is pu t  on  the  c rea t ion  

of engineers ,  physicis ts ,  economists ,  etc. Univers i t i e s  
in this  sense  r e spond  to the  needs  of 400 years  ago;  

to h a v e  an  en l igh t ened  el i te  who  will  t hen  g o v e r n  the  
res t  of the  popula t ion .  

It appea r s  tha t  the  s tuden t s  of Europe are  more  aware  

of the  ineff ic iency of the  h ighe r  educa t ion  sys tem 

than  pol icy  make r s  of the i r  r e spec t ive  countr ies .  For 

the  las t  months ,  the  press  was  full of repor t s  of 

s tuden t  sit-ins, s tr ikes,  r io t ing  in Spain, France,  Italy, 

G e r m a n y - - i n  a lmos t  e v e r y  W e s t  European  country .  

It  shou ld  be  recogn ized  t ha t  the  p rob lem is t re-  

mendous  and  imposs ib le  to solve  wi th in  one  y e a r  or 
e v e n  wi th in  a decade.  Larger  i nves tmen t s  and  much 

t r a in ing  for fu ture  educa to r s  are needed.  In addi t ion,  
a t t r ac t ive  incen t ives  mus t  be  p rov ided  to re ta in  

5 S e r v a n - S c h r e i b e r ,  op. cit., p. 86. 

sc ient is ts  and  educa to rs  les t  t hey  be  lu red  by  more  
a t t r ac t ive  offers in the  Uni t ed  States.  

A p rob lem which could be  more  eas i ly  so lved  is the  
o rgan iza t ion  of en terpr i ses .  The  C o m m o n  Marke t ,  as 
i t  s t ands  now, is no th ing  more  t h a n  a cus toms  union.  
True, resources ,  cap i ta l  and  labor  c an  theore t i ca l ly  
move  freely,  bu t  en te rp r i ses  so far  d id  not  pu t  the i r  
resources  t oge the r  to be able  to compete  wi th  the i r  
g iant  A m e r i c a n  counterpar t s .  In  o the r  words,  the  
European  Common M a r k e t  needs  European  firms, no t  
French, Dutch or I ta l ian firms. It needs  uni form corpo-  
ra t ion  laws and  fiscal and  m o n e t a r y  policies.  Of 
course,  this  would br ing  about  a d imin ish ing  in 
na t iona l  sovere ign ty ,  bu t  the  choice is b e t w e e n  a 
French, I ta l ian  or G e r m a n  marke t  o v e r w h e l m e d  b y  the  
A m e r i c a n  en te rp r i se  or a European  m a r k e t  wi th  
European  enterpr ises .  There  is no  o the r  choice. Whi l e  
there  is a g rea t  deal  of u n h ap p i n e s s  on  the  ex t r eme  
left  and  on  the  ex t r eme  r igh t  of these  countr ies ,  i t  is 

gene ra l ly  wel l  unde r s tood  that ,  as th ings  s tand  now, 

Europe canno t  do wi thou t  A m e r i c a n  enterpr ises .  

Never the less ,  Europe needs  to c rea te  indus t r ia l  en ter -  
pr ises  on  a la rge  scale  and  special ize  in  those  tech- 

n iques  and  those  p roduc ts  in which it m a y  gain  

compara t i ve  advan tage .  Europe needs  to es tab l i sh  a 

federal  European  sys tem which would  se t  un i form 

rules  for en te rp r i ses  and  t rade  in tercourse .  

Europe Must Abandon Its Frozen Attitude 

This  t r ans fo rma t ion  m a y  m e a n  a n e w  source  of con-  
f idence for Europe but  it m a y  upda te  a sys tem which 
is long obsolete .  For the  Uni ted  States,  it migh t  m e a n  
to f ind a new h e a l t h y  economic  p a r t n e r  as i t  was  
env i s ioned  by  the  Marsha l l  P lan  t w e n t y  yea r s  ago. 
The  in te res t  of the  Uni t ed  States  l ies in those  factors  
which would  sus ta in  economic  g rowth  in a n y  pa r t  of 
the  wor ld  and  espec ia l ly  in Europe. The  unde rdeve l -  
oped wor ld  wi th  a pe r  capi ta  income v a r y i n g  from 
$ 40 to abou t  $ 300 does no t  r ep re sen t  po ten t i a l  par t -  
ners  in t rade  and  d e v e l o p m e n t  for the  Uni t ed  States.  
On ly  those  count r ies  or  regions  w h o  take  full ad- 
v a n t a g e  of technological  know-how,  who  reorgan ize  
the i r  marke t s  and  the i r  en te rp r i ses  an d  w h o  push  for 
tha t  k ind  and  subs t ance  of educa t ion  d e m a n d e d  by  
the  n ew  technological  revolu t ion ,  can  give  A mer i ca  
bo th  a chal lenge and  a hope.  It wou ld  be  pre-  
sumptuous  to call  Europe u n d e r d e v e l o p e d ;  but,  if 
Europe pers is ts  in its frozen a t t i tude  towards  na t ion-  
alism, cen t ra l i za t ion  of dec i s ion-making  (both at  the  
un ive r s i t y  l eve l  an d  for enterpr ises) ,  an d  l i t t le  a t ten-  
t ion  to research and  deve lopment ,  then,  resources  
which are  ava i l ab le  in Europe,  such as capi ta l  and  
labor,  will con t inue  to be  used  e v e n  more  i n t en s i v e l y  
b y  the  Uni t ed  Sta tes  enterpr ises .  In the  process ,  Euro- 
p e a n  na t iona l  firms would  be  an n i h i l a t ed  not  b ecau s e  
of the  g reed  for conques t  of Amer i can  en te rp r i ses  bu t  
because  A m e r i c a n  firms showed  themse lves  more  
capab le  of t ak ing  a d v a n t a g e  of an  es tab l i shed  m a r k e t  
wi th  e s t ab l i shed  resources  than  the i r  European  
counterpar t s .  A n  open  ques t ion  remains :  will  Europe 
respond  to the  chal lenge? 
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