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by Dr. Bodo lleelitz

Director, Fedoral Chancellery, Section IV~ Nutionalized Enterprises
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It he® now been 30 years since the Austrian Parliament (Nationalrat)
passed the "Act on the Nationalization of Enterprises" with the votes of
all deputies of the political partiec then reprcs:nted in it. A4llow me
to say that tiis law, wiich was cnacted on July 26, 1946, wac an expréssion
of the new national feeling rising in Austria at a time when this country
was still occupied by allied tropps and the destruc’ion caused by the
events of World Var II were the predominant feature of most of the
Austrian town and industries. This First Nationalization Act provided
for the transfer of thie ownership to the Austrian Republic of the most
importmut coal mines; the largest iron nnd steel industries; ore mines ' .
and non=iron metal industries ; oil producin; and processing industries
a8 well as several onterprises in the fields of vehicle construction and
of mechanical and electrical engincering as well as of chemical industry.

This is to say, that this Act covercd altogether more than 70 enterprises. -—*
In addition, tae three bi;gest banking institutions were subject to transfer
into public ownershipe I should lile, however, to point out that this
logislativc act of nationalising the mujority of Austria's basio industries
differed matcrislly from the nationalization mcasures taken in other
countries, as the underlying philosoply was not a nolitical doctrine,
namely that of "expropriation of proprietors®, but was cxclusively tie
result of econoris, mocial and national policy considerations. These
considerations included in particular the following  The reprosentatives

of all political parties fully agroed that these enterprises, which

the Allied Powerc, after the end of World War II had partially put under
Austrian trustceship and partly had withdrawn complctely from the influence
of Austrian authorities, could be saved for Austria solely by their
transfor to public ownership. The deputies of all politioal parties

also rcalized vory woll that in the light of the post-wur situation, the
urgent need to reconstruct thuse enterprises, wiich had been most severly
damaged by war ovents, could not be mot by private enterprisc. In view

of the general laok of private capital, it was only the 8tate whach oould
be entrusted with this tremendous task, which was all the mere important
since also the reconstruction of =11 other branches of the eoconomy was,

after all, dependent on its success, and it was solely the Statc -mmich
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could at that time ensure that tliis reconstructica of the cnterprises

of lustria’s basic industry would he cirried out according to a specific L Y
plan and by tulkin: inte account cconomic congider.tionse

1t was in the light of these deliberations tiat thie Austrian Parliamcat
passad, alsgo by the votes of tu. conservative partics; the Act of 26 July 1945
which provided for the transfer to the Reputlic of Austri: of the gliares of
the basic and heovy industri.s, laring down, >t the sawc time, the modnlities
for ¢rantin; au adeguatc indemnity to the former proprictors, I may add
that the fact that only reasons of cconomic, secinl und nationnl policy
ware underlyins this Act, is also revenled by the roport of tue former
Parlicncntary Committee for Property Control of 19 July 1946, which states:
" The matcrial ground of tlhc transfor of the respective “entcerpriscs into
th.e owncrelip of the dtate is tlhat in many instances those cconomis
bpanches must be subjectod to thioroush rceorginisation and comprehensive
planning in order to overcome their pronucness to crises, which had proved
fatal i:n tic paste But tiuis task can only be fulfilloed by way of o
number of measur.s wiich cannot be offected by orivate enterrrise. The
‘present bill thercfore constitutes a first important step towards croating

a hoalthy and crisis-proof eccnomic pattern th:t cnsvres 121 employmant®.

Natjonalized Industry - 4 Mainstay of Lustrian Reccnstruction after 1945

Mcanwhile, 30 years have elapred, and I believe they Ymve shoun that
the confidence placed by tl:c representatives of the Austrian poople in
the nationalization of the enterprises of Austria's bagic and heavy
industriss was justified. With ever growing increases of production and
continuously improving operating results that could be a.ch;'eved not
only on account of the large-scale investments but also thanks to the
efficiency and tho strenuous ¢fforts of the peoplo emy:loyed in those
enterprisocs, Austria’s nationalized industry was the mainstay of
reconstruction in tic early post-—war period and, latcr on, the factor
dotermining the continued growth of the Austrian cconomy. I should like
to illustrate this by a tew figures: !fith a total employment of 2
112.000 porsons and an overall turaover of abeut %0 billion sc.illings ® "

= which corresponds to roughly one third of the Austrian federal budget- .

- oo

# The ratc of exohangs at tie beginning of the 1970's was approximately
25 Austrian schillings to 1 US$.




the nationaliged industry produced in 1375 about onc fifth of the total
net output of Austria's industry as a wholo, und duc to the grecat extont
to which its activities aroc directod to cxport~ in the high-grade steel
industry, for instanco, exports account for more than 80% of overall
sales~ the nationalized industry contributed about 207 of Austria's total
exporth.

The fact that the nationalizod ontorprisos have thus become an
alement of outstanding significance within the framcworl: of Austria's
aconomy scems also to deserve particular attcntion because this evolution
was achiaoved with the halp of a relativoly modest contribution of publio
finance. Allow nic to illustratc this by tho following details: The
total funds invested in the Austrian nationalized industry from 1946 to
1973 ran to more than 65 billion Austrion 8chillings. Tho Republic of
Austria as the owner of these onterpriscs contributed from public funds and
through loans guaranteed by the Government not more than 1,5 billion
Schillings or roughly 2/ of that total amount.

As against this, the nationalized industries themselves produced, or
contributed from their nct profits, 63,5 billion Schillings or 98% of the
funds that wero invosted betwcen 1946 and 1973. I belicve it is noedless
to say that this share of financing docs not admit of any doubts as to
the economic capacity of the nationalized entorprisce. It is true that the
State as tho sole sharc-holder of those enterprises has £> far observed a
oertain rostraint in demanding dividende from the enterprises- let me
say, as a componsatioh for its modcst oontribution towards their investment.
Bven so0, the dividend paymcnts by nationalized industries to their publio
owner amountod to altojether 4,3 billion schillings from 1952 to 1974
inclusively. Yet I may say that tho cxperiment of nationalizing basis
industries in 4ustria, which was staricd in 1946, has clearly proven that
the former opponcnts of this moasure werc wrong in disputing the Stute's
oapability to run industrial cnterprises according to coonomic principles.
The repeated asscrtions by various quarters that entroproncurial activities
by the State involvod, of nccessity, rod tape, slowness, the killing of
any initiative and a continued state of deficit were definitely disproved
by the economic success wiich could be achioved by onr nationalized
industrice during the past 30 years., And if, in the early stage, fear had
been oxprossed that tlic nationalized enterprises might turn out a oertain
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threat to privatc industry, we now can state that tha nationalized
dactor has, indced, bocome its beat partner, itse relirble source for the
supply of raw matcrials and semi-finished products and frequently also \

its pace=maker in winning ncw foreign - and cxpocially overscas-— marketse

"

Independont lManazement and Freoedom of " Deoision Retained

O e, o W o 2n WP Samal ¢ DT

Allow me to odd a spceial remark: Decisive for this success sf the
experiment of nationalizing Austria' s basic and hceavy industries was
perhape 8till another point in which the nationalization of Austrian s¥yle
differcd widely fron the nationalization measurcs in other countrids,
What I mean is this: I tionalization of industrial entorpriscs in other
oountries was, in foct, frequently accompanied by a considerable restriction
of the onterpriscs' independence and freedon of docision as they wero
subjected tc the immediato influvence of public authoritiecs, whilc the
enterpriscs of Austria's nationalized industry have largely retained this
entropreneurizl independence aind frcedom of deccision, The Hationalization
Aot of 26 July 1946 did not transform tihe ertorprises as such into publio
corporations but only transferred their shares intc the ownership of the
Ropublic of Austria. Consoquently, these entcrpriscs have retained their
legal status of joint stock companics ( Aktiengcsellschaften) or ocmpanice
with 1imited liability ( Gesellschaften mit beschrinkier laftung), while
tho possibilities of thc State to influence the management of thcse
enterprises have been limited to those - let mc say, relatively modest -
rights that are granted under the Austrian comvany law to shareholders
at their "gencral meeting". The public owner has thus bound iteolf to
the law on stock companics, and so it cannot cxercisc its right of
ownorship in the natkonalized enterprises differcently from a private
shareholder. As a result, the :ianagemcnt of natiocnalized gnterpriscs
enjoys the same independence and frecdom of decision as does the
management of a privately owned oompanye. As the nationalized industrics
aroc thus legally on an oqual -footing with privetely owned oompanics, it
is not the governmeant agency competent for Austriats nationalized industry-
or the public holding comnany= but the enterpri: .: themselves which "
dosided, in the light of eoonomic considerztions, on fieir purchase, sales ‘
and investment policies, But this oquality of the legal status of nationage o

ligod industrics and privately owned companics also involved equal duties
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that means, that these enterprises are not priviledged in any way in
comparison to privately owned companies as regerds ei*her taxation or
oompetition. Like private joint stock companies, they must publish
their balance sheets and, like these, they are subject to the annual
aocounting control provided under the company law, which, in the oase of
nationaliged enterpriscs, is even supvlemented by checks made at regular
intervals by the PublicAuditing Bo~rd, which reports direotly to the

Austrian Parliament,

N g towards Oreater Industrial Units and Increq.,ug Specialization

My report would not be complete without some additional remarks
about fhe most rocent situation and actual trends. In fact, starting from
1970, the development of Austria's nationalized industry has ontered a
new phase: Previously or more precisely, since 1967, the State's ownership
rights in the nationalized enterprises had been exercisecd by a State=-
owned administration company (Oesterreichische Industrieverwal tungse
Gesellschaft m.beH.), acting merely as a trustee of the Republic of Austria.
But in 1970, thec shares of the national ized enterprises were transferred
into the ownership of that administration company witich, at the same time,
was oonverted into a joint-stock company, called "Oesterreichische
Industrievervaltungs-Akticngescellschaft"s Being the owner of the total
share capital of tiis new public holding comvany, the Republic of Austria
does no longer exercise direct rigits of ownership in nationalized industries
but, in exercising its rights as the "general meetiing" of the Oesterreiohisohe
Industrioverwaltungs-Aktiengesellschaft, it confines itself to give to
the nationalized sector of tie Austrian industry merely " general guidelines”
to be followed in ihe interest of theaonomy as a whole. In continuing
oconsistently a 30 yeara process of concentration within the sector of
nationalized industries, during whioli the original number of 71 enterprizes
has boen reduoed to 8 ( through mergers), an obligation has been imposed
by law on the new holding oompany to the offeot that it lhas to integrate
the nationalized onterpises by branches in the most usctul economic fore
and it has in particular to encourage research and the development of
new teohnologies,




In thc austrinn iron nl steel industry, the ptnthtory moal-te

to consolidatc the nationalized companies in gach branch has alrcady been
put into effect. In February 1973 the VOEST corporation was merged with
Alpine to form a ncw company under the namc of "Vereinigte Ostorreichische
Eigoneund Stalilwerko- (United Austrian Iron and Stcel 'iorks) Alpinec Montan
Aktiengesellschaft™. To this new company the notionalized special steul
makers, Gebrider B8hler & Co. ACG and Schoellcr=Bleckmann Stahlwerke AG,

were attached as subsidiaries., In this way, the whole range of nationalized
iron and stcel companics wac consolidated into onc combince. With its

staff of approximately 84,000 workers, it ranks tenth on thc world list

of iron and stcel manufacturcrs and sixth on tho BEuropean liste.

In addition, thc Austrian Parliament has nassed legislation providing
for the consolidation of the two Danube shipysrds at Linz and Kornegqburg
and for the merger of a number of caipanice in the non-ferrous metals
gsoctor. One rcason why thesc concentrations in the Austrian nationalized
gector were also bascd on statutory chactments, is the great importance
any such move has for tho whole Austrian economy. Bt anothcr, mole
important, reason is that a counterb::lance is to be provided to the
strengthecaed position of mnagzement resulting from industrial concentrations
This is to be done by giving the people employed by thesc oompanics
a greater cay_in _and more responsikility for the conduct of cach
oompany's affairs. Accordingly, the workcrs will in the future nominate
qne=third of the membars of the board of dircctors ("Aufsichtsrat"),
Hitherto only two staff rcprosentatives used to sit on the board. ( In the
German coal and stcel industry, equal rcpresentation of the stnff on
company boards was introduced as carly as 1951).

If we ask for thc motives underlying these concentration mcasurcs,
therc is first of all the idea, that Austria's nationslized industry must
not stand aloof from the internatiocnal trend towards concentration and
groater industrial units in order to meintain its competitive power in

intornetional markets.

The further lggal obligation t:3 promote Resoarch and Development
in the nationalized industrics is bascd on the oonsideration, that only
by stcady increasing its offorts in R & D, Austria's nationaliged
industry will be able to rctain its strong position in the world market

and to fulfill its task of setting tho paoc for Austria's exporting industries.
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I% is, thorofore, cbvious that an aven greator speoialisation of the
production programmes of the plante, on expaasion in the field of finished
products and a welledosigned long-torm dovelonment of now products and
production methods will be among the main tasks ahead of tho nationaliged
industries 6f this countrye in addition, thesc tasks will include an

over closor co=-operation also with developing oountries, whoee political
and economic importance thx;oug;hout the world will be increasingly growing
in tho ooming decades.

In oonoluding 1 ey say that Austria's nationalized indusiry was
able to maintain ite dynamic foroe cver the part 30 yoars and will also
be well prepared to play its keyerolc in the economic developmont of
this oountry in the ycars to como.




Brown cval 9%
Iron ore 100%
Pig iron 100%
Crude steel 95%
Rolling mill products 964
Orude lead 100%
R octrolytic sino 100%
Cathode ooppor and/or wirebars 100%
Orude aluminum 908
Crude o0il 8ss
Natural gos oef
Pertilisers 84%
Stoel construction and mechanical engineering
preducts, tools and hardware a%

Products of tho electrical eagemeering industry 18%

wid..
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