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European countries were devastated by international economic shifts during the 1970s. Chief
among these were the devaluation of the dollar in 1972 — after which Europe became a high-cost area
of production — the oil crises, and the competitive challenge from lapan and newiy-industrialized
nations. Nevertheless, even in a favorable world economic climate, productivity in Western Furope
would have remained at low or negative levels in the light of massive increases in public sector spend-
ing. Government expenditures in Europe — gauged as a proportion of GNP — steadily increased during
the 70s and now average between 45 and 50 percent per nation. Fxacerbating the instability of the
private sector was the decision by many Furopean governments to assume responsibility for employ-
ment and production in failing industries. Thus, the outright nationalization of industries now taking
place in France and elsewhere in Europe is simply the last step in a process which began years ago.

To better understand the present condition of European economies, and the various directions
toward which they are heading, the Manhattan Institute organized several meetings with Furopean
policy analysts this winter The first meeting, an edited transcript of which makes up the bulk of this
report, focused on policy options open to the elected leaders of Western Furope. For the second series
of meetings, the Manhattan Institute invited foreign correspondents from leading Furopean journals
to discuss the economic perspective of Western European voters. Their analyses appear on pages six
and seven.






