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Economic Councils in the Legislative Process

Introduction

Since the deliberate creation of political institutions rests on
certain assumptions and postulates concerning the way the political pro-
cess works, it is necessary first of all to make clear what such postu-
lates are. Thus can one avoid to some extent the undesirable unentici-
pated consequences which may flow from the newly created arrangements,
and can increase the possibility that the consequences, both antici-
pated and unanticipated, will be in general as desired.

A. The legislature and public policy in a democratic system.

In a democracy, the legislature is the major instrument for develop-
ing public policy. This does not mean that it will formulate all social,
economic and political policy, but it will be the primary center of
such activity. For this reason it becomes important to consider careful-
ly the various methods of operation in legislative bodies-the processes,
structure, and bases of representation that have been used.

At the outset it is necessary to grasp the complexities of public
policy in order to understand the difficult task the legislature faces
in a democracy. The best public policy is that which represents a hax-
monization or an integration of the many diverse interests in the politic-
al community. Public policy, wisely, constructed, is not simply the sum
of all the interests, or of the preponderent interests. Instead, it
represents a common ground among them and often it represents a com-
promise. In most politically active communities where the climate for
democracy exists, as is the case in Vietnam, the number and intensity of
these various segments of the community may be great. Therefore, in a
country such as Vietnem the legislature has the very difficult task of
developing public policy in line with the interest of the whole nation
by seeking a common ground among the strongly competing group interests.

One legislative device which has been tried in order to accomplish
this goal is the "economic council" and since it is this dovice which we
are considering in this paper let us see how it has worked in other
countries.

B. Western European Experience With "Economic Councils".

In the instances where economic councils have been tried, they
have proved to be of very limited value in accomplishing the aims of a
democratic legislature.

1. Germany. Germany experimented with an economic council during the
Weimar period. Article 165 of the Weimar Constitution provided for
a Reichswirtschaftsrat composed of representatives of workers, salaried
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employees, employers, and "other classes of the population". All
bills of fundamental importance dealing with matters of social and
economic legislation were required to be submitted in advance to the
Economic Council for its opinion. The Council could also propose
legislation, and the Government was required to submit it to the
Reichstag even if the Government dit not approve it. A member of
the Council could be present in the Reichstag to advocate measures
approved by the Council. In addition, powers of control and adminis-
tration could be conferred on the Council.

In spite of these provisions, however, the Government and the

Reichstag were jealous of their political powers and prerogatives,
and seldom consulted the Reichswirtscheftsrat. The latter tended
to disintegrate into a number of special committees of inquiry, and
did not produce proposals on economic questions that represented a
blending and integration of policy. The committee reports reflected
the more specialized and limited interests of particular groups or
social categories. Hitler abolished the Council when he came to power.

2. France. The French experience with an economic council has been
greater than the German, and the results have perhaps been more
positive. Even here, however, the results have been for from
spectaculer, and one can legitimately question whether the skills
and knowledge absorbed by the work of this council could not be more
economically employed through some other arrangement.

The first Conseil economique was set up by decree in 1925, and
was enlarged in 1936. As was the case in Germany, the council's
committees made a number of studies and reports, but had no important
impact on legislation. However, after World War II a Conseil National
Economique was provided for in the Constitution of the IVe République.
This council examines in an advisory capacity projects and proposals
concerning economic, financial, and social questions, but it cannot
consider the budget. Its consultation is obligatory for legislation
on the national economic plan and in the drafting of rules of public
administration for the application of laws on which the council has
been consulted. It is given a fixed time (usually 20 or 30 days)
to render its opinion.

The council consists of 164 representatives of major social
categories (labor, capital); major economic functions (agriculture,
industry, distribution, consumption) and of various economic tech-
nologies. Laws determine which categories are to be represented,
and a decree names the groups which will disignate representatives.
As had also been the case in Germany, there were many disputes on
the question of determining representation.
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O · itteco of tho National a .bly o roquirod to hoo.r rupportour 
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of' tho ChrunlJeI' ol: Deputies came from these oyndicates. l: 'HJn in 1934 
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oach co.!>()aed 0£ au oquo.l number of employers a.nd Gtaployees :in 
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Corpor t1onn. over ;o-thirda o'f' ito mc·,be1·s were uirect oloe tea 
of 'tho Corporations au.cl t:1e rest w-0re ofi'ieiale of tlle accist party. 
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the Duce's approval • 
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roprc:Jenta.tivoo of locel euthori tieo and of ind atr.:al, co .. oreial, 
end other oorpor tiono, incl dir oreunizations o:f cmployo:r:·c £md 
anployeee. · All billa rnuet be oubmittcd to thia chcrnber for opinion 
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as in FMoint It y, the diet tor is in firm control. All po.rliament-
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decree.. Thuc; 1n Portuc l ns in the proviouo exomploo the oconomic­
ally-baoed council b s bee..~ ~or the most part rl.th~ut SiJ!llifica:ice. 

3

Committees of the National Assembly are required to hear rapporteurs
from the National Economic Council on bills which the latter has
considered, and if the council's recommendation was not unanimous
the Assembly is required to hear the minority views as well.

There is not adequate material available here to make a balanced
appraisal of the work of the present economic council in France, but
it is fair to say that the council has had little significant impact
on French economic and social legislation.

3. Ireland. Ireland likewise tried out the economic council idea in the
constitution of 1922. The results were negligeable, however, and
this idea was abandoned in the constitution of 1937.

4. Italy. A system of economic representation was set up during the
Fasoist regime, not so much to improve legislation as to facilitate
national control of industry. In 1927 Mussolini set up 13 syndicates
or unions: six for employers, six for manual workers, and one for
intellectual workers. No other syndicates were authorized, and
although citizens were technically not forced to join one, all had
to contribute one day's pay a year toward their support. All were
controlled by a Ministry of Corporations. After 1928, all members
of the Chamber of Deputies came from these syndicates. Then in 1934
these syndicates were combined and redivided into 22 corporations,
each composed of an equal number of employers and employees in a
nation-wide economic activity. Finally, in 1939, the Chamber of
Deputies was abolished and replaced by a Chamber of Fascios and
Corporations. Over two-thirds of its members were direct delegates
of the Corporations and the rest were officials of the Fascist party.
All were chosen in a manner to insure that they would not oppose the
Duce. This was perhaps not strictly necessary, as it was only an
advisory body, none of its acts went to the King for signature without
the Duce's approval.

5. A final example of this type of organ can also be drawn from the ranks
of the dictatorships. Portugal under Salazar has an advisory "Corpo-
rative Chamber" in addition to its National Assembly. It includes
representatives of local authorities and of industrial, commercial,
and other corporations, including organizations of employers and
employees. All bills must be submitted to this chamber for opinion
before a final vote can be taken in the National Assembly. However,
as in Fascist Italy, the dictator is in firm control. All parliament-
ary candidates are those sponsored by Salazar's party. These are
long recesses between meetings, during which time Salazar rules by
decree. Thus in Portugal as in the previous examples the económic-
ally-based council has been for the most part without significance.



4 

c. Evaluation of the Economic Council Idea .. 

The o:r:: c!l'ta ill r :vor of an ooonomio oounoil otreuo its uoe:f'ulneaa 
as a ooana of' in ortine ci::tpertioe into t!10 eeonomio policy of tho nation 
Bn as a moans of' in ttet;mtinc tho ooonomio int~rreot n-roupa of the coun tt;V, 
1.,o; labor, induotry, oommorce• profopoion.al croups, etc. Ultper1ence 
in other oovl'ltl"'ios ohovro that it ha.a been o~ ver".J limi tod iwof'ulnooe 
aa b .at. Instead tho econ io council hao corvod aa a. mor.lllD of central 
control end, in e e o, ,oa, ouwroeaion. Its failura to o.chiovo the 
liberal oa.la of oomo o~ it• optimistic oupportero baa br.oucht forth 

xpluna·cions o.f tho shortoooinea o:f' tho nooonomic 00tu101l n idea., 

Ono oxplonation ic that tho economic eou11ail inotoad oi" bl""inelne; 
bout integration, ton<ls by 1 to VO'X°"'J nature to r-raotiono.l.;.!?,-0 the bod.¥ 

politic and to omphaaizo di.ff'orenoo~.. It ia booausc of thia f'rnctionali~ 
o.ticn tl at, instead o:f' cronti e. national upirit, it caucoo the variouo 
economic groups to think of: their individucl. interoat' end to leoson th 
chances for aatiei'actol.'7 compromise. 

'l'he oeonomie council by 1 ts voey na.tur dav.olopa an unnocc:mary 
and undooirablo element o:f ric;id.1ty and oonocl."V"ati • in tho nntioo .. 
Beeauae or the pz-oblcoo o:f reapportionment in such e council, the baai.c 
of' reproeenta.tion can nEJver keop up with ·tho chengoo 1n oocicty., AB 
new groupo i'orm the-J cri .. unot cain entry into the council iu oooquate pro­
po'rtions. Old v 11 oota.blished groupa . thou,eh they ere dininiahine 1n 
nize, maintain an inoroooingly diapropor"tiona.tc. amount of' influonco in 
the OQUl'lcil. Thia ca.n one.Uy turn it into a very conservntivo boey wh1oh 
w1.ll be ou.t of' touch nth tho real econooic puloo of' the 1 t-ion. 

Anoth explanation lioG in the V cy DQ:ture of pUb11c policy. 
Cov rnmc t..l. policy rarely can bo det"1n& purely oconomicf a.nd yet 
·th un ooonomio .council ouch ertif'1oial diV1aion 1a created. A polioy 

of govornm141:it evon thow;h it ma;{ doa.l with eeo11ootio m ttore olWUiYG has 
broad social or politioal icplications .. 'i'hu.s the l·"'iolature, i.n th 
and, must alano-0 oconomio 1mplicat1ons ...... inst othor non ono. 1c 
implio.ati<:>ne and oo io :tp "' th a policy ·hi.ch 1n1:oegratoo O!ld e.djuats all 
of' tho o.."ldo oi" tho nation. 

Tho expertise oi' tho economic cou:no11 ie not e.dequo.toly uaed by 
the legiol ture for the above r ·,aaon d aloo beea.uoo the indiV-J.ducl 
lec;isle.to1" itJ forced "lrJ public p1•coaura (tho prossuro of' hie oonatituento) 
to o.xercio-0 browl r ju.1h· snt than tho member of tho cotmc.11. He muat, 
1n othor word.a, in c~ ·r,:r vote he ca.ate intasrate t...~e man.y dosil'eo o-£ his 
public. ll · mi.iot be a.blo to AUpport his ViOVl in front Of' tho Gmbort:t Of 
hie conotituency. 

"'l'li.a doos no·t mean €1. lcrrialature need operate a.part i'rom oonomio 
wind.om in mok· "' docio onn on econoci.c moo.auras, but only that tbe 
l iola.turea of..J;b,~ ;orld have auec oded in dovclopinr- ot..11.e., .. meano of 
inacrtlnc this/RA~~ integrl'l"'vin& tho vie of diN"~rine CCOllJ ic intorostu. 
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C. Evaluation of the Economic Council Idea.

The arguments in favor of an economic council stress its usefulness
as a means of inserting expertise into the economic policy of the nation
and as a means of integrating the economic interest groups of the country,
1.0; labor, industry, commerce, professional groups, etc. Experience
in other countries shows that it has been of very limited usefulness
as best. Instead the economic council has served as a means of central
control and, in some cases, suppression. Its failure to achieve the
liberal goals of some of its optimistic supporters has brought forth
explanations of the shortcomings of the "economic council" idea.

One explanation is that the economic council instead of bringing
about integration, tends by its very nature to fractionalize the body
politic and to emphasize differences. It is because of this fractionaliz-
ation that, instead of creating a national spirit, it causes the various
economic groups to think of their individual interests and to lesson the
chances for satisfactory compromise.

The economic council by its very nature develops an unnecessary
and undesirable element of rigidity and conservatism in the nation.
Because of the problems of reapportionment in such a council, the basic
of representation can never keep up with the changes in society. As
new groups form they cannot gain entry into the council in adequate pro-
portions. Old well established groups, though they are diminishing in
size, maintain an increasingly disproportionate amount of influence in
the council. This can easily turn it into a very conservative body which
will be out of touch with the real economic pulse of the nation.

Another explanation lies in the very nature of public policy.
Governmental policy rarely can be defined as purely economic; and yet
with an economic council such artificial division is created. A policy
of government even though it may deal with economic matters always has
broad social or political implications. Thus the legislature, in the
end, must balance economic implications against other non-economic
implications and come up with a policy which integrates and adjusts all
of the ends of the nation.

The expertise of the economic council is not adequately used by
the legislature for the above reason and also because the individual
legislator is forced by public pressure (the pressure of his constituents)
to exercise broader judgement than the member of the council. He must,
in other words, in every vote he casts integrate the many desires of his
public. He must be able to support his view in front of the members of
his constituency.

This does not mean a legislature need operate apart from economic
wisdom in making decisions on economic measures, but only that the
legislatures of the world have succeeded in developing other means ofwisdom
inserting this/and OI integrating the views of differing economic interests.
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D. A Succeaoful ternative .. 

A mothod. for prov·· C!inr. c;::pert l':l1owlcdge to members of' tho l ialat­
uro ia tho committee aystem commonly in \We in legisl ti-vo bodior.: 
th:rouahout tho woator11 world. Theoe committees develop their own corp 
of o:--perta throucrh their O';il.1 experienoo o.nd t..l1roueh tho cmploymon"t of 
comriitteo ota.ffa. They aro no.aioted by means of hearineG and invoo"t­
igo.tionn vhich brine bofo1•0 the committee on !'oro~""n trade, !'or e"':i.:. .ple1 
exports on :forei,en trade e.nd :rop:reoonte.tiveo of groupo intoroatacl 1n 
trade. ile this roothod is far from perfoc·t 1 t has work:cd oucccsof\U.ly 
and in n ao.tisfactor-.r ... lto a.tive to a a 1ecinl economic council. 

Of' courae there ai·o oth Gl"' auoeoaoi'ul WC'..YS of :tnsv.riru,; a flow of 
export knm?ledr,e to the 1 ._,ialature. Those can be uaod alonc :'Ii vh tho 
cornmitte · oyste,., and oomrnit·hco sto.fta. For e_...o.oplc, n loeiola.t:ivo refer­
enoo s.01-vioe mic;ht b used. The rcfex-ence ncrvico is stnf':f ox competent 
reeoaroh pcrnon:nel v1ho s.ro rcadi~ availeblo to dovolop the ba.ckg :-ound 
data or sp6ci:C'ic inf'orma.tion upon tll.e roqueot o:f nn ;b1dividuel. loeialator 
or a particular oornmitteo. 

An a.deli tionul pooaibili ty lioc in the oxocutivo bruuoh o covern­
ment i tselt", which noroolly Im.a as i to dispoaal macy expcr-ta in r:pecial 
:tieldo. B-.r written reporto to tho Aasornbly, by testifying l.k:f'oro com­
mittees, ond by b{~ing gane.!"~lly nv"ilable to the 1 islaturo "'or 1nf•orm­
a.tion purposes, the momb rn of ·the a.drnini:::rtrative bra.nchea of govern.Y'.iout 
hel.. fill tho n. od ~or expert knowledge b"J tho locial tur~. 

A apoeiul econonic oom1cil iB frequently ueef'tt.i ae Dl'l aclvioo17 , oup 
to tho chief exocl:tive. Such a . nll, ap'.90i11ted body aorvine' ao a 
croup of economic export acrviooro to tle President may be ver-J v lua.blo. 
It could keep alert to tho oconomio neoda, r)ros uroeJ, weaknooscn o.nd s 
atrene;tha of th nation and ndvioe on appropriate i.easures to moot tho 
probloma a.a they develop.. Of' course, thia 'bod;{ would havo no operotional 
role, but Oul(l merely aorvo oo . small but highly a"tpert advinory boey. 

J.J!J f"or tl"i.e nood to il'ltegr· t.o the economic 0(\,,7lnenta oi' the population 
which ia one of' the .:;o,ilfJ of' thooo who support the ooon01nio Cot'l."'!oil 
idea., a ouccosaful. al tornative to the council hEw beon tho loc;i slaturc 
itself. A legislattu'c ba:::Jed on oinglo momber· conotitutenoien can be 
vocy .raaponniv to the dcsiroa o:f tho 1loople without runnin{; -~e riol .. of 
becominc; a m.cuns 0£ ouppr oaion_. Lach of the loi:;inla-torc 1a com:rta.trtq 
faced nth the noed for harmon1zinf, the intorcsto-ooouor:dc,. aooi&l, 
and poli tiea.l-of hin d.ia:trlot. 

i\nd within tho legislature i tsolf, procasaos can be dcvolopcd which 
mcrdmiz the posaib11itiea of' compromise., intoerntion of vicwpolllta, and 
ha:nnony. If th legisla ~ur in civen dDfinito ronponoib.1litioa for 
form1ng public policy, if it ia based on a oarcfttlly thot ht through 
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D. A Successful Alternative.

A method for providing expert knowledge to members of the legislat-
ure is the committee system commonly in use in legislative bodies
throughout the western world. These committees develop their own corp
of experts through their own experience and through the employment of
committee staffs. They are assisted by means of hearings and invest-
igations which bring before the committee on foreign trade, for example,
experts on foreign trade and representatives of groups interested in
trade. While this method is far from perfect it has worked successfully
and is a satisfactory alternative to a special economic council.

of course there are other successful ways of insuring a flow of
expert knowledge to the legislature. These can be used along with the
committee system and committee staffs. For example, a legislative refer-
ence service might be used. The reference service is a staff of competent
research personnel who are readily available to develop the background
data or specific information upon the request of an individual logislator
or a particular committee.

An additional possibility lies in the executive branch of govern-
ment itself, which normally has as its disposal many experts in special
fields. By written reports to the Assembly, by testifying before com-
mittees, and by being generally available to the legislature for inform-
ation purposes, the members of the administrative branches of government
help fill the need for expert knowledge by the legislature,

A special economic council is frequently useful as an advisory group
to the chief executive. Such a small, appointed body serving as a
group of economic expert advisors to the President may be very valuable.
It could keep alert to the economic needs, pressures, weaknesses and S
strengths of the nation and advise on appropriate measures to meet the
problems as they develop. of course, this body would have no operational
role, but would merely serve as a smell but highly expert advisory body.

As for the need to integrate the economic segments of the population
which is one of the goals of those who support the economic council
idea, a successful alternative to the council has been the legislature
itself. A legislature based on single member constitutencies can be
very responsive to the desires of the people without running the risk of
becoming a means of suppression. Each of the legislators is constantly
faced with the need for harmonizing the interests-economic, social,
and political-o: his district.

And within the legislature itself, processes can be developed which
maximize the possibilities of compromise, integration of viewpoints, and
harmony. If the legislature is given definite responsibilities for
forming public policy, if it is based on a carefully thought through
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democratic election system, and if it has the necessary expert testi-
mony readily available to it, a separate economic council would
not only not be necessary, but would probably result in some confusion,
rigidity, and a considerable amount of wasted effort. The experience
of other countries as well as the nature of the economic council
proves this to be the case.
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