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THE O.E.C.D.

OBSERVER
by Thorkil Kristensen

Secretary-General of the O.E.C.D.

xvlmost every second day a new publication is brought
out by the O.E.C.D. in Paris; it may be a new issue of
one of the Organisation's statistical bulletins, a new
report stating results of studies carried out by one of
the Committees, or a booklet containing documents from
a conference sponsored by the O.E.C.D. and dealing with
economic problems, educational problems, the question of
how aid can be given to countries in the process of indus¬
trial development, or any other of the many subjects dealt
with at the Château de la Muette.

Of course, nobody has time enough to read all these
publications, and nobody needs to know everything about
every specialized subject, but there are many people who
do feel a need to know something about some of the
problems and to follow the work in a more general way.
This is why we are now issuing this O.E.C.D. Observer,
a new periodical, which will be distributed every two
months to people in the O.E.C.D. countries and to some
extent in other countries as well; and especially to people
who are most directly concerned with the development
of society, i.e. members of governments, members of
parliaments, labour and management leaders, leaders of
industrial and agricultural organisations, trade organi¬
sations, bankers, educational institutions, scientists and

the press, who keep the public informed about current
events and, at the same time, by comments exert an
influence on the trend of affairs.

B,usily occupied as the large majority of these people
are, they have no possibility of finding time to read more
than a mere fraction of the large quantity of literature
presented as the result of work in the many new inter¬
national organisations we have seen come into existence
after the end of the Second World War. Yet, decision¬

makers have a right to know something about all the
main problems, and they should know where to look for
information on major events and on studies going on
within fields of interest to them.

When it is a question of the development of society, it
is not enough for a few experts to be familiar with all
the aspects of certain problems and " know-how ".
People who, in parliaments and on behalf of important
organisations, are faced with the task of making decisions,
should be kept continually informed about results of
the work, for instance, in an organisation such as the
O.E.C.D., where approximately 50 committees and 100
sub-committees and working parties, together with experts
from the Secretariat, are occupied all the year round
with studies of economic and social problems in all their
aspects : economic growth, price stability, manpower
mobility, scientific training and research, education,
transfer of manpower from agriculture to industry, pro

grammes for less-developed countries, and so on. An
impression of the extensive activities of the Organisation
is given by the organigramme which appears on another
page of this issue.

JL he main purpose of the new O.E.C.D. publication will
be to diffuse factual information from the Organisation's
extensive field of work. The task may often be a difficult
one because a very important part of the O.E.C.D.'s
work, the deliberations in Council meetings and in com¬
mittees, is confidential. The certainty that nothing
will be published on these deliberations is the fundamental
basis for obtaining significant results. In O.E.C.D.,
delegates representing the governments of Member coun¬
tries have the possibility of speaking openly of their
difficulties and problems, and tbey do so confident that
nothing will be disclosed of what has been said and no
abuse will be made of their frankness. It is in this

atmosphere of confidence and trust that important results
are obtained on the political level. However, after the
meetings the main results of the deliberations are often
summarized in papers which are available to the general
public and, at the same time, the study work taking
place concurrently with the negotiations crystallizes in
rich material, the value of which would be multiplied if
it were more widely known.

In publishing the O.E.C.D. Observer, a step is being
taken towards a wider dissemination of this knowledge.
It is hoped that people who are deeply interested in
public matters, but who do not have the time to go
through the vast flow of information published in long
reports on economic and social affairs, will find it advan¬
tageous to be kept up-to-date by succinct articles in the
O.E.C.D. Observer.

A proportionately large number of pages in the first
issue deals with the Organisation itself and the new
structure. In the future, it is not our intention to write

so much about the O.E.C.D. as an institution, but a

certain knowledge of the Organisation's structure and
background will be needed in order to understand the
character and full scope of its work. For this reason,
the six pages stating the aims, structure and work of the
O.E.C.D. are in the form of a special detachable supplement
which can be kept and used in the future when information
is wanted about the placing of the various committees
and directorates within the framework of the Organisation.
It is our hope and intention that the O.E.C.D. Observer
will become a valuable disseminator of information and a

useful working instrument for all interested in and con¬
cerned with the planning and development of society.



French students attend a lecture in the Sorbonne Amphitheatre.

HOW MUCH EDUCATION FOR THE OVER-FIFTEENS

Advanced secondary education is the basis for university and
higher technical education. Today, 64 % of the young people
aged 15 to 19 go to full-time day-school in the United States
and Canada and nearly 50 % in the Soviet Union, but in no
country in Europe does the figure exceed 40 %. For the
O.E.C.D. area the figure is 18 % and in the Mediterranean
countries it is only 12 %. By 1970, Europe will still be
lagging far behind.
The age group 20 to 24 is representative for higher education.

Whereas 12 % of the group are at university, or the equivalent,
in the United States and Canada and 8 % in the Soviet Union,
the averagefor O.E.C.D. European countries is 4 % and in the
Mediterranean countries 3 %. By 1970, 16 % of the age
group in the United States and Canada will be at university
and 12 % in the Soviet Union; whereas the comparable
figure for O.E.C.D. European countries will not exceed 6 %.
(" Targetsfor Education in Europe in 1970. ' ' Ingvar Svennilson,
Friedrich Edding and Lionel Elvin.)
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the new dimensions ofprogress

WHAT

MAKES AN

ECONOMY

GROW?
the role of research and education

\- HE Keynesian revolution has produced a more realistic theory for
explaining short-term fluctuations in employment, incomes and prices.
Even if much theoretical work still remains to be done, governments
have nevertheless been provided with tools for coping efficiently with
the problems of full employment and economic stabilization.
The Keynesian theories are the culmination of a long development in
economic thought focussed on short-term variations in the supply and
demand for goods and services in a market system. This theory is static
in the sense that the technological and social framework within which
fluctuations in quantities, prices and incomes take place is taken for
granted. Changes in the framework are regarded as " exogenous ",
and their influence has been eliminated from the theoretical models by the
traditional assumption of "ceteris paribus" "other things being
equal ".
This screening off of " other things " was to a large extent maintained
when economists in the post-Keynesian full (or almost full) employment
era turned their attention to growth problems. Though changes in
" other things " were sometimes assumed to have taken place, they
were mostly left unexplained and unrelated to the variables of economic
models. However, statistical studies indicated that these changes, left
out as a " residual ", might explain a large, if not the major, part of
economic growth. As a consequence, economists have increasingly felt
the need to penetrate the facade of " ceteris paribus " and to
investigate the mechanisms of technological and social processes, in
order to arrive at a more complete and integrated explanation of
economic growth.
The nature of the problems that have then to be attacked is such
that one should not expect any striking leap forward as in the case of
the Keynesian revolution some decades earlier. When we approach
the " other " factors, such as education, training, research and



WHAT MAKES AN ECONOMY GROW?

A class in pratical mechanics at a Moscow school. The boys are working on a lathe.

innovation, we find that the processes are infin¬
itely diversified and complicated. In order to arrive
at interpretations, the methods of economic analysis
must be combined with those of psychology, sociology,
business organization and political science. The pri¬
mary need is for empirical fact finding. At the same
time, the general economic outline of the problems is
easy to perceive.

The central question is, what makes an economy grow.
We must look for the basic causes. Investment in

capital equipment may be regarded as one immediate
cause of increased productivity, expressed as output
per man-hour. But the rise in productivity thus
realized depends on the new technology that is built
into capital equipment, and this new technology is the
result of research, invention and development. Again,
we may ask what are the incentives that induce industry
to invest in machines, or in research and technological
development and induce labour to move in the direction
of more efficient employment. The main incentives
may lie in wages and profits. But the effect of these
incentives will in turn depend on the level and type
of education available. Education and research may
thus be regarded as basic factors in a process of
growth, while investment in capital equipment may
be relegated to the role of a necessary by-product of
this process.

Proceeding along such lines, we may in the nineteen
sixties witness a revolution in economic thought, when
investment in education and research will become

emancipated from the family of " exogenous factors "
and take its due place among the variables of traditional
economic theory.

Ececonomic theory indicates the possibilities of policy
by its choice of variables. Among these variables,
some may be parameters of action that can be influen¬
ced by government decisions and activities. Economic
growth models of the traditional type were in fact
misleading. It is now evident that development pro¬
grammes established in the Nineteen Fifties often con¬
centrated too heavily on real capital accumulation.
Experience showed that this approach to growth
problems was superficial in that it neglected such basic
factors as education and research. It is now clear

that growth policy must be integrated over a much
wider field than was previously thought necessary.
There is now a wider range of parameters of action
at the disposal of governments. And among these
education and research have an important place.
This new approach to growth policy has a number of
consequences for governmental policy-making machi¬
nery. I shall here indicate four of them.
First, the realization that factors such as education



and research are important variables in a growth
process will raise the problem of the extent of respon¬
sibility of governments, and thus of decentralization
versus centralization of initiative and action in the

fields of education and research.

HOW MUCH IS ALLOCATED TO EDUCATION?

At present, the commitment of O.E.C.D. Member countries
for their current expenditure on education varies from nearly
4 % of their Gross National Product in the case of Canada and
the United States to around 2 % in the Mediterranean count¬
ries, compared with 3 % in the Soviet Union. By 1970, the
Soviet Union will be spending 5 % of its Gross National Pro¬
duct on education compared with rather more than 4 % in
Canada and the United States and amounts ranging down
to 3 % in the Mediterranean countries.
In addition to these current commitments, O.E.C.D. Member
countries will also be undertaking substantial investment pro¬
grammes in school buildings and equipment.
(" Targets for Education in Europe in 1970. " Ingvar
Svennilson, Friedrich Edding and Lionel Elvin.)

Russian girls working in the electricity laboratory of their school in
Iasna Poliana.
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In the case of education, countries have different
systems for local and central, private and public admin¬
istration of schools and universities. It is not possi¬
ble to prescribe a uniform system for division of
responsibilities which would be suitable for all cases.

It is, however, evident that governments cannot
rationally take a passive attitude to developments in
this field if they want to promote growth. They are
in the unique position of being able to take an overall
national view. The mobility of the population makes
it natural to regard the products of education as a
national pool of resources. And only on a national
basis is it possible to ensure that the resources of

ability within the population are fully and effectively
employed, and that the national mix of education

agrees with the development needs of the country as
a whole.

It is also a fact that in all countries public investment
in education is growing. Its size and distribution will
have a decisive influence on economic progress.
Research and technical development are traditionally
the result of independent decisions taken within uni¬
versities and industry. In the academic field the
freedom of scientists to choose the direction of their

research is a value that should be safeguarded, as well
as a " human right " which incidentally makes for
efficiency. At the same time, it is evident that scientists
have to work within a financial framework and that

the recruitment of scientists and the direction of their

activities largely depend on the funds at their disposal.
Research is becoming more and more expensive, and
central governments have increasingly had to carry
the main part of the financial burden. They have
therefore had increasingly to face the problem of
budgeting this expenditure in such a way that, by and
large, research is developed in accordance with national
development targets.
As regards research and development directly related
to industrial problems, private industry is carrying the
main responsibility. But the interest of governments
in this field also is growing as a result of heavy commit¬
ments in atomic power, aircraft and space activities.
Systems of research contracts have been developed,
and these have taken on very large proportions, partic¬
ularly in the United States. Such " directed " re¬

search and development is evidently often closely
connected with other types of research for civilian
purposes. Governments may also be partners in
research institutes organized on an industry-wide
scale. They have thus become deeply involved in
applied industrial research. Again, the problem arises
of the scope and balance of such government inter¬
ventions, and it must be asked whether governments
should not extend their support to research and
development activities in civilian fields other than
aircraft, space and atomic power, either by way of
research contracts or by supporting research institutes
on an industry-wide scale.

Governments are thus assuming growing responsibi-
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A class in physics held at the Center for International Studies, Massachusetts Institute of Technology, Cambridge, Mass., U.S.A.

THE TEACHER

All O.E.C.D. Member countries are faced with a grave
shortage of teachers, particularly in scientific and technical
subjects. This shortage may become more acute as a result
of the rapid expansion of secondary and higher education.
Teacher requirements for the 15 to 19 age group are expected
to rise by over 100 % in the case of almost all O.E.C.D. Euro-

(" Targets for Education in Europe in 1970. " lngvar

lities in education as well as in research, guiding and

co-operating with individuals, private enterprises, local
government, universities and other educational institu¬
tions. This trend must be accepted as irreversible.

Second, to the extent |that governments assume res¬
ponsibility in the field of education and research, the
evident consequence is that integrated education and
research policies must be formulated. This means
taking an overall view and aiming at a balance as
between different sectors. So far, government acti¬
vities in the field of education and research have, as

a rule, been scattered between various boards and
ministries in charge of education, health, industry,
defence, etc. There is evidently a need for government
co-ordination of these various activities. This may be

done in various ways according to the institutional
conditions prevailing. In any case, governments will
need top-level advice on such matters by experts from
education, science and industry.
Third, policy in the field of education and research
must be co-ordinated with general development policy.
It would be a mistake to aim only at a co-ordination
with economic policy, even though this is an important

PROBLEM

pean Member countries compared with about 80 % in Canada,
the United States and the Soviet Union. For the 20 to 24 age

group, teacher requirements are also expected to rise sharply,
by over 100 % in Canada and the United States, Northern
Europe, France and the Benelux countries ; somewhat less in the
Mediterranean countries, Austria, Germany and Switzerland.

Svennilson, Friedrich Edding and Lionel Elvin.)

aspect of the problem. There are wider social and
cultural aspects of development which must also be
taken into account. Education and research can thus

no longer be regarded as the exclusive province of
specialized ministries. Policy in these fields has to
be related to other aspects of government policy at
the highest possible level.
Fourth, expenditure on education and research repre¬
sents a very long-term investment. It initiates cumu¬
lative processes that extend over decades and, as a
rule, does not yield quick returns. A new policy
introduced now will only have its effects on society
after the nineteen sixties. On the other hand, public

finance has by tradition been shortsighted, a tradition
symbolized by the annual budget. This system evi¬
dently involves a risk that the long-term effects of
education and research will be overlooked or in any

case underestimated. It also precludes the integration
of education and research policy with a general policy
for economic growth.
In this context, the tendency in Western countries
towards comprehensive longer-term planning at national
level is encouraging. There must always be a great

S



deal of uncertainty about the conditions for long-term
progress, not least about the general economic and
social framework to which education and research

policy has to be adjusted. There is perhaps even more
uncertainty about the influence of education and
research on the economic and social framework itself.

Mistakes in long-term projections may easily be made.
But experience shows that by using econometric
methods it is possible to project, within not too wide
margins of error, possible long-term trends of growth
as a background for a more flexible discussion of the
problems of short and long-term policy, say perspec¬
tives of one or five or ten to twenty years. Such long-
term projections are interesting but of limited practical
value if they are not in some way related to policy.
Their function may then be restricted to creating an
" image " that has an indirect influence on policy
ideas. But their practical value is greatly increased
if they are explicitly related to long-term government
targets and policy. In this case, the proper place for
forecasting units is within the government machinery.
Long-term forecasting and planning may thus develop
into a clearing house for policy-making, integrating
education and research policy with other types of
development policy.
Some people might fear that such a development
would form an alien element in a democracy of the
Western type and lead to centralization or even na¬
tionalization of various activities. It is true that long-
term planning was first developed in socialist countries.
But today we have not much to learn from their

methods. Western economists are now developing
forecasting and planning techniques which take into
account the fact that our economies are largely decen¬
tralized and based on private enterprise and freedom
of choice. This very freedom introduces new uncer¬
tainties in forecasting and planning due to the fact
that human choice and reaction to stimulus is not

subject to fixed rules. But a realistic appraisal shows
that Western democracies tend towards the " mixed "

type of economy, where the government sector, even
if remaining limited in scope, is growing.
In planning within this sector the government cannot
ignore the dominating private sector, but neither can
it evade its responsibility for creating market conditions
that bring out the creative forces of the people.

JL his applies to education and research as well as to
industries geared to market conditions. The basic
problem is how to attract people into education and
research while conforming to the market demand for
the products of this education and research. The
instruments available to governments for this purpose
are such as : broad support for construction of labo¬
ratories, libraries and other premises, grants to educa¬
tional institutions, scholarships and easy-loan facilities,
funds for academic research programmes, and research
contracts with industry. In the market for talent and
knowledge, no less than in other markets, it should be
possible to combine more efficient government action
and planning with a wide freedom of choice and
initiative.

m. *k

Professor

Ingvar Svennilson
Stockholm

Arofessor Ingvar Svennilson is an eco¬
nomist who has made a distinguished
contribution, as a writer and teacher, to

thinking about economic growth. He
has recently given much of his time to

exploring the interdependencies between

the development of the economy and

the effort made to promote education
and scientific research. In this con¬
nection Professor Svennilson accepted

an assignment to carry out for the
O.E.C.D. Directorate for Scientific

Affairs the study of the economics of
education which had originally been

accepted by Mr. Kristensen before he
became Secretary-General. This study

" Targets for Education in Europe in

1970 " has been published as Volume II

of the Proceedings of the O.E.C.D.

Policy Conference on Economic Growth
and Investment in Education which took

place in Washington in October 1961.

Professor Svennilson has, since 1960,

played a leading part in the Study

Group in the Economics of Education

which has met on a number of occasions

under the auspices of the O.E.C.D.
Directorate for Scientific Affairs. He

has more recently, within the frame¬

work of the Directorate for Scientific

Affairs Mediterranean Regional Project,

been advising the Government of Greece

on problems concerning the regional

development of Greek education, and

particularly whether a third University

should be established in the Pelopon¬

nesus region of Greece.

In his contribution to the debate,

Professor Svennilson argues that edu¬

cation and research may be regarded

as basic factors in a process of growth

and that economic theory as well as

government policy should both take

fuller account of this situation.



Towards

a European market
in electricity

M<-ore and cheaper electricity
through more efficient operation
of existing plant, and a relative
drop in future investment; these
are the new prospects opened up
for Europe by its interconnected
power-transmission network.
Europe's electricity consumption
has doubled in the last ten years.
Furthermore, the report " The
Electricity Supply Industry in
Europe 12th Enquiry " just pub¬
lished by the O.E.C.D. Electricity
Committee forecasts that, by 1970,
as much production capacity will
have to be installed in Europe as
was in service in 1960; this
implies a considerable financial
effort. The need for more power
is further emphasised by the deci¬
sion of the Council of the O.E.C.D.

to aim at an overall increase in

gross national product of 50 per
cent over the years 1960 to 1970.
As power exchange between coun¬
tries means savings on investment
in plant, the Electricity Committee
has always attached special impor¬
tance to its extension.

Between 1948 and 1960, measures

taken by the O.E.E.C. succeeded
in removing many remaining ob¬
stacles to international electricity
transfers, some due to shortcom¬

ings in the general interconnected
network, others to national regu¬
lations. Power exchange in Eu¬
rope thus rose from 3,203 billion
kWh in 1948 to 8,247 billion in
1958.

The European countries are relying
more and more on such exchanges
in regulating their daily supplies

and planning their future capacity.
O.E.E.C. action helped to create
this growing electricity market.

JL he first power exchange between
countries dates back to 1920. Bef¬

ore that, thermal or hydroelectric
plants each served a clearly defi¬
ned area, but with the rapid
growth of electrification after the
First World War came the need for

a steadily expanding interconnect¬
ed network. Gradually the grids
in the various producing and

Electricity has done away with fron¬
tiers. At the present time electricity is
exchanged between eleven O.E.C.D.
countries with interconnected networks.

The connection of the Nordic network
to the rest of the European network
will be one more step towards a Euro¬
pean electricity market.

The Interconnected

European Network.

The Interconnected Nordic Network

and project for connecting it with

the. European system.

10



consuming areas were linked toge¬
ther to ensure better use of re¬

sources. As early as 1920, France
and Switzerland signed a contract
for the mutual exchange of power;
shortly after, Austria undertook to
supply electricity to Germany.
The big industrial complexes in
the North, which often straddle the

frontiers (e.g. between France and
Belgium, France and Luxembourg,
Germany and the Saar), could
hardly do otherwise than work
together, and from 1921 onwards,
exchange was common practice.
Heal intra-European exchange,
however, began only at the end of
the Second World War. Taking
United States methods as a guide,
the Electricity Committee recom¬
mended the creation of a special¬
ised international body grouping
the chief electricity companies
sharing in the exchange. The
result was the formation in 1951

of the Union for the Co-ordination

of Production and Transmission

of Electricity (U.C.P.T.E.). The
Union, grouping the eight inter¬
connected countries of Continental

Europe (Austria, Belgium, France,
Western Germany, Italy, Luxem¬
bourg, the Netherlands and Swit¬
zerland), was set up, according to
its Statutes, to work out the best

way to use existing or future faci¬
lities for power production and
transmission, and to promote and
develop international power ex¬
change. A report on the Union's
first ten years (" U.C.P.T.E. - Ten
Years of Activity, 1951-1961 ") has
recently been published by the
O.E.C.D.

The European interconnected net¬
work has grown since 1951 :
France is linked with Spain and with
the United Kingdom (by sub¬
marine cable), Austria with Czech-
vslovakia. Interconnections are

oeing established in the Scandina-
bian countries, which will later be
linked with the German network

if the work of the Konti-Skan

Study Committee is successful.
There is no technical difficulty

about power exchange, as all
European countries now use three-
phase 50-cycle A/C, but the
U.C.P.T.E. report clearly shows
that it is not yet, strictly speaking,
a commercial proposition. Inter-
country exchange represented only
3.6 per cent of the combined total
production of the eight U.C.P.T.E.
countries in 1960 (in 1961 it was
2.5 per cent). At the moment, it
is essentially a co-operative ar¬
rangement for solving certain pro¬
duction and distribution problems
in the various countries.

Di' ifferent habits of living in France
and England, Belgium and Ger¬
many, Switzerland and Italy, make
it possible to smooth out some of
the day-to-day difficulties which
arise, especially at peak hours.
There is also a seasonal factor of

some importance. In North Ger¬
many, Belgium, Luxembourg, the

For long-distance electricity transmis¬
sion, Europe has a 225,000 volt net¬
work and a few 380,000 volt lines.
The increasing exchange of electricity
between France and Switzerland now

calls for an additional line. These
two coils of cable will shortly be erected
on the third row of pylons.

Netherlands and the United King¬
dom, power is almost exclusively
thermal. In Austria, Northern

Italy, Spain and Switzerland it is
almost exclusively hydroelectric.
Only France produces thermal and
hydro power in roughly equal quan¬
tities. It is a great advantage to
be able to transmit hydro power,
when the rivers are in spate and
the reservoirs are full, to areas

normally drawing their supplies
from thermal plants. Conversely,
when the rivers are low, the hydro-
power countries can now get current
from the thermal-power countries.

11



TOWARDS A EUROPEAN MARKET IN ELECTRICITY

Furthermore, as the hydro condi¬
tions of some neighbouring coun¬
tries (France and Spain, for inst¬
ance) are to some extent comp¬
lementary, substantial savings can
be made.

There are many other cases where
power exchange can lead to econ¬
omies : for example, it can help
cut down the number of emergency
power stations and reduce produc¬
tion costs by drawing at all times
on the most economic power plants
wherever they may be.
The Organisation's action in the
matter of power exchange has
taken a number of forms :

Occasional or seasonal contracts.

On the proposal of the Electricity
Committee, a decision of the
O.E.E.C. Council in 1953 freed

" occasional exchange ", i.e. that
which provides emergency supplies
in the event of a breakdown, or

avoids a spill of hydro energy. If
a hydro-plant is full to overflow¬
ing, it is obviously better to
produce kWh to be sold cheap
than to waste the water. The

very low price of this surplus
power makes it extremely attrac¬
tive to some users.

At the same time, the O.E.E.C.

Council decided that foreign ex¬
change required for such supplies
should be automatically granted
by governments. In 1956, the

% \ '+i

decision was extended to cover

" seasonal " supplies furnished by
electricity companies under con¬
tracts of not more than six months.

In 1961, the Council of the
O.E.C.D. decided to maintain the

two O.E.E.C. decisions in force.

Permanent contracts.

One country undertakes to supply
a certain annual quantity of elec¬
tricity to another. In some
countries, such contracts still re¬

quire government approval, which
is granted or withheld in the light
of the economic situation. The

Organisation will, in future, use
all its efforts to encourage long-
term supply contracts.

L ower exchange to-day offers every
country the possibility of solving
some of its supply problems. It
is bound to develop as exchange
possibilities increase, confidence
grows and the countries of Europe
come to place greater reliance on
one another. Long-term trade lib¬
eralisation among the countries
of the O.E.C.D. could help to
promote this development.

To meet its steadily increasing demand
for electricity, Europe must build more
and more plant. The Ybbs-Persenberg
Power Station on the Danube is the

most powerful hydro-electric station in
Austria. It was completed in 1959.
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MORE

FREEDOM

FOR

FILMS

O,"ne of the problems with which
the O.E.C.D. has concerned itself

is liberalising the international
exchange of films.
The film trade presents a unique
situation in that the trade bar¬

riers which have grown up around
it are only in part a reaction to
economic stimuli. There are, to be
sure, countries which forbid the

free entry of foreign films as a
result of foreign exchange diffi¬
culties or in order to shore up a
domestic industry in the competitive
battle with television. But there is

a more important and more subtle
reason for the prevalence of res¬
trictions on films.

The fact is that most countries do

not consider films as purely or
even principally an economic phe¬
nomenon but rather as a vehicle for

the expression and transmission of
a national culture.

The consequence is that many of
them take measures to promote
the making of films at home even
though a film industry may not,
on the face of it, seem economi¬

cally viable. Such promotion is
often, though not always, intimat¬
ely entangled with protection.
Governments feel they have to
ensure a certain domestic market

for the struggling industry, and by
the same token control the entry
of films from countries with bigger
or better established film industries.

The barriers they impose often lead
to retaliation by other nations.

F
M. eaced by a barrier to export of
its films, a country may choose to
retaliate in kind. But very often
it will choose another sort of bar.

Thus restrictions on the free inter¬

national exchange of films take
many forms. This diversity in
itself makes liberalisation difficult

to accomplish, for in discussing
the reduction of barriers, it is rare
to find that two countries are talk¬

ing of exactly the same thing.
To make matters more complicated,
the restrictions are not always im¬
posed by governments. Often it is
the film industries themselves, the

distribution organisations, the cinema
houses or the trade unions that are

responsible for the barriers.
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The most obvious kind of restric¬

tion to the entry of films is the
import quota. But, as a matter of
fact, this measure is not in very
common use. Much more wide¬

spread is something which has ap¬
proximately the same effect but
a different mechanism : the socall-

ed distribution quota. Under this
kind of quota, what is limited is
not the number of films coming
into the country but the number
authorised to circulate. A distri¬

bution quota may apply to foreign
films as such but is more usually
allocated country by country.

v
Y 8arious financial measures are

also used to control the entry
of films. Some countries impose
a tariff that must be paid at the
time of entry. But there are other
ways of discriminating against fo-

films over the last few years. This
growth has been largely the result
of bilateral agreements on the one
hand and something called " co-
production " on the other. Both
have had the effect of getting round
existing barriers rather than remov¬
ing them.
The bilateral accords, though nu¬
merous, have not always been a
matter of public record, for some
of the agreements are the result
of informal understanding or even
of secret accord. A large number
of countries have come to conduct

what is by far the largest share of
their film trade under such bila¬

teral arrangements.
Co-production too is usually bila¬
teral in nature. Although there is
no universally accepted definition,
what is usually meant by the
term is an arrangement under which
each government agrees to treat as

obligated themselves in a general
way to liberalise film trade; but
no attempt was made to spell out
what " liberalisation " meant until

1960. The Code of that year set
forth acceptable standards of liber¬
alisation (albeit ones which gave
considerable leeway to adherents)
for three kinds of films educa¬

tional, documentary and feature
films in a foreign language.

In July of 1962 standards were
also set for those films which are

at the very heart of the problem
of film restriction films made

or dubbed in the language of the
importing country. Such films,
the Code specifies, shall not be
subject to import quotas, distri¬
bution quotas, discriminatory finan¬
cial measures or those subsidies that

tend to distort international compe¬
tition.

Often there are difficulties in getting films across the frontiers

reign films. The tax on box-office
receipts, for instance, may be far
higher for foreign films than for
domestic ones. Or the distributor

of foreign films may be required to
put up a sizeable deposit before his
film is circulated. Moreover, the

importing country may block all or
part of the receipts of the foreign
film-maker.

A great number of restrictions exist
also on the performance of labor¬
atory work. The importing country
may, for instance, require that
dubbing into its language be done
in its own labs.

Finally there is censorship, which
may have as a result the banning
of certain films on political, relig¬
ious or moral grounds and which can
in some cases exert a substantial

restrictive force.

D,

it would a domestic film, joint pro¬
ductions which employ at least a
specified number of its artists, tech¬
nicians and capital.

T\

'espite the prevalence of res¬
trictions, there has been an in¬
crease in the international flow of

here are, then, means of cir¬
cumventing existing restrictions.
The aim of the O.E.C.D., however,

and of certain other interna¬

tional bodies as well, namely
GATT and the European Econo¬
mic Community is actually to
remove the barriers and to do so

on a multilateral rather than a

bilateral basis.

The first efforts in this direction by
the O.E.C.D. (then the O.E.E.C.)
were in 1951 with the adoption of
the first " Code of Liberalisation of

Invisible Transactions ". In this

Code films were listed as an oper¬
ation for which " the authorisation

of transactions are to be dealt with

in as liberal a manner as possible ".
In 1955 the terms were made more

binding, for adherent countries

I he film clause applies to all
Member countries except the Uni¬
ted States and Canada; Greece,
Turkey and Iceland receive the
benefits accorded but, because, it is

recognised that they have especially
difficult economic problems, are not
bound by its obligations. The Code,
however, permits adherents to re¬
serve temporarily certain restrictive
practices; and ten of the fifteen
countries to which the Code applies
have, in fact, made such reserva¬

tions, principally on the subject of
dubbed films.

The main achievement of the

O.E.C.D. to date has been to

provide a framework for liberali¬
sation and also a forum in which

members of the O.E.C.D. can

together with a committee of film
experts discuss and evaluate
each others' restrictions, not only
those already covered by the Code,
but those the use of foreign
films on television, for instance

which are not as yet included.
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The O.E.C.D. Committee for Manpower and
Social Affairs has taken as one of its main

tasks to ensure that any good idea, any
positive or negative experience in its field,
that appears in any Member country, shall
be reported and analysed to the benefit of
policy-makers of all the others. " Confron¬
tation of policies " to show each other
what the other fellow is doing was a well-
known and effective method of inspiring
progress among the former O.E.E.C. coun¬
tries. The new Committee has indicated its

intention to continue in that tradition

through annual surveys and special investi¬
gations, and through a series of country
examinations which has just been started
with studies of Sweden and the United States.

We who work for this Committee hope that
it will emerge as a forum for real policy
debates with the general aim of making
labour market policy a first-range element
in the strategy for attaining highest rate of
growth and full employment without infla¬
tion. A good foundation for the develop¬
ment of an active labour market policy in¬
cluding social policies designed to get general
acceptance and cooperation in progressive
economic and technical changes has been
laid down by the Long-term Programme,
adopted last February by the O.E.C.D. Coun¬
cil on the advice of the Committee and the

Secretary-General.

Manpower adaptability
by Gosta Rehn

O.E.C.D. Director of Manpower and Social Affairs

JL resent political trends favour international trade
liberalisation as well as internal elimination of restric¬

tive practices and other regulations of a negative kind.
This progressive policy must be complemented by an
efficient policy for facilitating and stimulating the
necessary structural adjustments; otherwise we must
face the risk that local misfortunes call forth a protec¬
tionist and restrictionist reaction. That several indus¬

tries in the advanced countries seem to approach a sort
of saturation point, so that the spontaneous expansion
tends to be of a less general character than during the
1950s, reinforces this risk. The need for a prepared-
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ness for rapid adaptation concerns both capital and
labour. Here, however, we shall mainly discuss the
manpower side of the problem.
Beneath the effects of the trade policy development the
appearance of new countries in the world market for
industrial products will have inevitable repercussions
upon the economies of the advanced industrial states.
New techniques are being developed and utilized at a
very high rate. All this means that the changes in
economic structure, to which states and individuals

have to adapt, will be very great. The rapid acceptance
of such changes as imply a re-allocation of manpower



and economic growth

and other productive resources toward the most efficient
sectors is a precondition for maximum progress.
From the point of view of the individual, economic
changes can, however, appear as both costly and trouble¬
some. They may involve a change of workplace
and type of occupation, as well as the breakaway from
an accustomed environment, from old friends and
cherished habits. They may mean the abandonment of
old skills, of security created by seniority rights or
adherence to a social insurance scheme. Financial
loss is often incurred when looking for a new job, selling
one's house and moving to a new place, or accepting

a low income before new skills are acquired in a new

occupation.
According to time-honoured economic and social doc¬
trines the individual was supposed to shoulder all these
burdens himself, when the economy needed his services
in another form or place than before.
In actual fact there is no automatic mechanism that
makes a rational readjustment very probable. Iron¬
ically enough, the individual most often is made aware
of his need to readjust by being deprived of his means
for readjustment : he becomes unemployed, or, in the
case of a businessman, bankrupt. Financially and
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Manpower adaptability and economic growth
psychologically depressed, he is hardly in a position to
make a sound decision regarding his most rational
future place in the economy. Instead he takes the
first job offered him. He is, in effect, forced to function
irrationally.
Traditional manpower policies, e.g. in connection with
employment insurance schemes, are still largely built
upon the idea that this is the natural state of things.
If an unemployed worker does not accept the first good
(which is often the worst) job he is offered, he is regarded
as a suspect person out to cheat the community for
money. Consequently, he is cut off from the right to
get any unemployment benefit, instead of being helped
efficiently to seek, and get himself better suited for, a
job where he could make his best long-run contribution
to production. " Soft " insurance schemes which lure

the worker to remain unemployed indefinitely in the
hope of returning to his old job or of finding just a
similar one, are of course no better, even from the
human point of view not to speak of all the sub¬
sidies and other costly devices countries provide to
keep employment in obsolete and declining industries.

He who wants

a tune must pay the piper

If the acceptance of changes is costly and difficult for
the individual but desirable for the community, it is
only reasonable that the community should contribute
to these costs. The need to break away from the older
traditions and to adopt this idea as actual policy has
grown with the increased rate of techno-economic

changes, the increased diversification of occupations,
and the higher level of ambitions with regard to employ¬
ment and economic progress, which prevails in all
countries, as compared to pre-war standards. As
usual there is a considerable time-lag between the
change of basic conditions and the adjustment of social
ideas and policies to these new conditions. But we
can see a tendency in many countries to develop an
active labour market policy to fulfil the new needs and
the new ambitions.

The high political priority attached in all countries to
the goal of full employment without inflation makes
the active manpower policy even more pertinent. In
theory, the incentive to rational manpower allocation
could be provided by changing of the wage differentials.
In practice these never proved very efficient, when
rapid changes were needed. But in a climate of full
employment such differentials only provoke irresistible
demands for money income increases among the lagging
groups. The resulting inflationary tendencies can even
destroy the possibility of keeping full employment.
As the carrot of big income differentials and the stick
of unemployment are in this way being " forbidden "
(although compliance with this political dictum is of
course not one hundred percent) more direct methods
for stimulating the desirable changes must be deve¬
loped.

16

Why not enough is being done

Most industrialized countries have felt a severe shortage
of skilled manpower in the expansive sectors of the
economy to be one of the most troublesome hindrances
for growth during the post-war period. It has often
compelled them to take very awkward administrative
measures to keep the demand for labour at the most
critical points within such bounds that the resulting
inflationary pressure could be to some extent contained.
Even in countries with notoriously less than full employ¬
ment, a latent shortage of certain types of manpower
may have, rationally or not, more or less contributed
to the inhibitions against a policy expansionistic enough
to create a desired level of total employment.
It is interesting to consider the question why this state
of affairs could prevail for so long without being ade¬
quately remedied. We have already mentioned the



brakes upon the individual, stopping him from accepting
changes which, in the long run, would be advantageous
both to himself and to the economy at large. The
existence of a high turnover of labour does not contradict
this observation. On the contrary, it is a sign of the
low rationality of the movements which occur. If
mobility were promoted by measures which, at the same
time, improved the rationality of each placement of a
worker on a vacant job, one could expect turnover to
decline.

But there are strong hampering factors on the employer
side as well. For a private entrepreneur, who requires
labour, spending money to get workers from distant
districts, or to train newcomers, is an expensive gamble
which may pay off for society as a whole but not neces¬
sarily for the firm that takes the chance. The employer
always runs the risk that the worker thus acquired will
leave his firm after a short time to take a job with

another company in the same vicinity, perhaps a
competitor. To incur some costs in acquiring and
training manpower is, of course, necessary and econo¬
mically rational for any firm, but to go to the extent
that would be rational for the economy as a whole is
obviously more than can be reasonably expected of
most employers.
In the case of local communities sometimes even

more than in the case of private firms the special
interests of a certain area can also run counter to the

interests of the larger unit, the country. This is especially
evident when, for purely political reasons, local autho¬
rities seek to keep people in their home area although
they would be much more productive otherwise. Short¬
sighted local measures for such purposes have often
caused economic disaster for those whom they were
intended to protect. It should be stressed, however,
that in some cases a policy to bring jobs to the workers
is both economically and socially more desirable than
the opposite line. Both types of measures belong to
an active manpower policy.
The plea here is solely for the creation of inducements
for the individual to undertake voluntarily those
changes which are in accordance with the growth interest
of the economy as a whole. A central social goal is
free choice of job for the individual, i.e. a reduction
of the element of compulsion that prevailed as long as
the individual had to adapt to external changes without
much help.
The gains in production to be won from the rational
placement of manpower are indeed often considerable.
On the one hand, there are, in all countries, areas and
branches where the productivity of labour is so low
that costly subsidies or protective measures (tariffs and
others) are necessary to keep the people at a decent
level of living. On the other hand, there are often
unfilled vacancies at points where the " surplus value "
of an additional man, his contribution to production
on top of his wage or salary, can be several times the
amount he is paid. Any attempt to calculate the
gains to be won from increasing the breadth and the
speed of the stream of labour from low-productivity
to high-productivity employment (via all the inter¬
mediary stages of skill, etc.) will tend to underrate
these gains. Many of the most productive work-places
that could exist are simply not created, because the
would-be employers anticipate the difficulties in acquir¬
ing the necessary manpower.

More investment in human resources

watch-word of the day and the future

All states have, of course, always accepted one conse¬
quence of this type of reasoning, in that they have
provided education and training for the young. Even
here, however, there has begun a break-through for
the viewpoint that it would pay off very well to expand
these efforts much further. Economic analysis has
shown that " investment in education " will be so

profitable, that it is preferable to investment in machi¬
nery to a greater extent than it was earlier understood.
But if we think of modern conditions, the rapid and
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Manpower adaptability and economic growth
turbulent developments to be expected in technology
and in the world market, we must realize that the need

for adaptation, the need for changing over to new
industrial structures, to new occupations, to another
skill-mix and to another geographic localisation of the
active population, all this is something that concerns
people of every age group. Investment in adaptation,
a parallel to the investment in education and other
investments in human resources, should therefore be

given a much larger place than hitherto as a part of
policy for economic growth.
This would mean, among other things : to give the
employment services such resources in terms of number
and skill of its staff and such a status in society that
it can be a machinery for really efficient information
attracting both good employers and good job seekers
and improving the adequacy of each placement; to
establish financial support for movements of workers
according to the structure of demand for labour, and
for those taking on retraining or further training;
measures to solve the problems of social security and
psychological adjustment to new environments or new
working conditions for persons affected by economic
changes; rehabilitation and arrangements for fitting the
jobs (and hours of work) to the varying capacities of
individuals and to the needs of special groups such as
ageing persons, housewives, and the handicapped. All

this would be conducive to voluntary and positive
participation in a progressive development process.
The active labour market policy should also mean efforts
by the governments to create jobs in a selective way,
or to bring jobs to the workers through specific measures
for that purpose, when the spontaneous demand for
labour is not high and widespread enough.
Too low total employment indicates that an expan¬
sionist policy is needed for the country in question.
But simply to " increase purchasing power " by fiscal-
monetary policies with an overall effect may not only
lead to the desired result but may also have awkward
repercussions : the increased demand may be directed
too much at points where it brings about price increases
or a deterioration in the balance of payments. There¬
fore, the more a desired increase of effective demand in
countries with less than full employment is provided
by measures which, at the same time, improve the
allocation and adaptability of the labour force, the
more vigorously and efficiently can it be carried out.
Such measures cannot easily be improvised the minute
the inflationary bottlenecks become acute.
Consequently, the recommendation of a more active
labour market policy is equally directed to countries
where the need is for abolishing labour shortages as to
those where the most urgent task is to fight unem¬
ployment.

METHODS OF INDUSTRIAL DEVELOPMENT"

In 1960, the European Productivity Agency ini¬
tiated a series of study conferences on problems
of economic development as part of its programme
of technical assistance for Member countries in
the process of economic development. The
report of the first of these, on regional economic
development, was published by the Agency in
July 1961 under the title " Regional Economic
Planning : Techniques of Analysis".
This report the second of the series sum¬
marises the papers and discussions of the study
conference held at Alcala de Henares, Madrid,
from April 10 through 15, 1961. Its objective was
to bring together a limited number of senior civil
servants and representatives of private organisa¬
tions to discuss practical approaches for accele¬
rating industrial development in less-developed
countries, with specific reference to Mediterranean
Europe. A number of internationally known ex¬
perts in various aspects of industrial development
addressed the conference sessions. Reports on
national activities in the field of industrial deve¬
lopment were submitted by the Member countries
attending the Conference (Greece, Iceland, Italy,
Spain, Turkey, Yugoslavia). In addition to the

formal addresses, informal daily working group
sessions were held, bringing together the confer¬
ence speakers, members of national delegations,
as well as observers from Member and non-

member countries, and international organisations.
Most of the people attending the conference
represented government, labour or industry. They
are specifically concerned in their daily work with
such questions as : how to make the most effective
use of national resources for economic develop¬
ment; how to operate a financial system to strike
an effective balance between tax revenues and

incentives for economic growth; how to organise
an industrial promotion programme; how to train
workers and managers who will operate new
factories and new industries; how to operate a
credit institution that must be faithful to banking
principles and yet active in encouraging new

effectively increase national
how to decide what public

do in response to natural
pressures from backward regions for the estab¬
lishment of new industries.

incentives that wn

output and income;
authorities should
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O.E.C.D. machinery
for development aid

WiHEN the O.E.C.D. came into official existence on 30th

September, 1961, much of its machinery was taken over from
its predecessor, the Organisation for European Economic
Co-operation (O.E.E.C). But aid was a new task, and
though experience had been gained in O.E.E.C. days in
the field of technical assistance to less-developed Member
countries, help to developing countries outside the O.E.C.D.
area was something for which fresh arrangements had to
be made.

It was therefore decided to set up a Development Depart¬
ment of the Secretariat with Financial and Technical

Assistance Branches; the former has services dealing with
financial policy and economic development, the latter
with development training and with programmes and
operations.
The Development Department collaborates closely in
its work with other services of the Organisation, many of
which have experience of great use to developing countries.
On the inter-governmental level, two Committees, the
Deveiopment Assistance Committee and the Technical
Co-operation Committee, deal with development pro¬
blems.

Development Assistance Committee
The D.A.C. is composed of representatives of the main
capital-exporting countries of the Organisation, with the
addition of Japan and the European Economic Com¬
mission.

The tasks of the D.A.C. are to :

increase the flow of financial resources to developing
countries in general;
improve the effectiveness of aid, and
co-ordinate the various nationai aid efforts.

One of the main objectives of the D.A.C. is to see that the
burden of providing aid is fairly shared among the donor
countries. To ensure this, the aid efforts of each country
are reviewed each year.
Among the proposals adopted by the D.A.C. is one to form
co-ordinating teams to discuss problems related to

specific country development plans or projects in which
several countries are interested. The D.A.C. has a Special
Working Party which examines the overall technical
assistance policies of the Member countries.

D.A.C. Members

Belgium, Canada, France, Germany, Italy,

Japan, Netherlands, Norway, Portugal, United

Kingdom, United States, European Economic
Commission.

Technical Co-operation Committee
This Committee, on which sit representatives of all the
O.E.C.D. Member countries, is responsible for drawing up
and supervising the programmes of technicai assistance
arranged for the benefit of Member countries, or areas of
Member countries, in the process of development. These

technical assistance programmes consist mainly of the
provision of experts and of training facilities, the organ¬
isation of conferences and seminars and the setting up
of pilot schemes in various areas (e.g. in Sardinia).

Development Centre
The O.E.C.D. is also planning to set up a Development
Centre, designed to train people from the developing
countries and those from the industrialized countries who

wiil be working with them, to conduct research on deve¬
iopment problems, and to function as a clearing-house for
ideas.
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Financial aid

X en O.E.C.D. Member states plus
Japan to-day provide financial and
technical resources to enable a host of

developing countries to build steel mills,
open new roads, construct factories,
erect schoois, post offices, houses and
office buildings, dam up rivers for irri¬
gation and power needs and many other
activities a rapidly changing economy
demands. Some money is given to help
developing nations meet expenses for
essential administrative and social ser¬

vices, such as education and health
services. Aid is also given in the form
of foodstuffs.

The projects financed by bilateral
assistance are generally modest in
size, but occasionally giant enterprises

are undertaken. One example is the
Roseires Dam on the Blue Nile in the

Sudan, a $ 51 mdlion effort. The dam

is to divert water to irrigate thousands
of acres of parched land and to provide
power for industries that will, hopefully,
spring up like satellites as a further
extension of Sudan's economic growth.
The Federal German Republic, a mem¬
ber of O.E.C.D.'s Development Assis¬
tance Committee, is sharing I 18.4 mil¬
lion of the cost of the dam construction

with the World Bank and the Inter¬

national Development Association.
Another truly huge financial aid under¬
taking involves nine D.A.C. members

Belgium, Germany, France, Nether¬
lands, Italy, United Kingdom, Canada,
the United States and Japan. Together
with the World Bank and Austria, they
are contributing up to $ 2,225 million
for India's economic development pro

grammes during the first two years
(1961-1963) of that country's Third
Five-Year Plan.
More Need More Given : D.A.C.

recently announced that official aid
contributions of Member countries as

a whole are likely to show further
increases in 1962. In view of the vast

economic gap between developing and
the more advanced industrial nations,
the needs are great. Equally impor¬
tant, the developing nations are demons¬
trating an increased capacity to absorb
and utilize effectively a greater volume
of financial aid.

Terms : All D.A.C. members have

been easing terms for loans extended
to the new countries, but there are

still significant differences. For exam¬
ple, Belgium, France and the Nether¬
lands have generally set terms that
are considered " very lenient ". The
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Assistance from

the developed countries

take several forms :

More than two-thirds of the free world's
people receive only one-fifth of the total income.
Average income per head in the less-developed
countries rose by only some % 7
a year over the last decade
about one quarter as fast in absolute
terms as in O.E.C.D. countries.

The rise in population is almost offsetting
the economic growth of these countries,
and the gap between them and the more
advanced industrial countries is widenins.

If their economic development is to be
advanced faster, the under-developed
countries must have help.
And the need is urgent.

Grants to cover the costs of capital facilities and the
services of doctors, educators, agronomists and
other technicians who are needed to develop the
administrative and institutional basis for economic
development. Grants and grant-like financing by
D.A.C. Members totalled $ 3,635 million in 1961.

» Loans for capital development. Such financing is
a critical requirement in developing the " infra¬
structure " (transportation, water-resources, pow¬
er, and communications) which is basic to suc¬
cessful economic development. In addition to
such " social and economic overhead " activities,
both governmental and private sector flows of
capital are provided for the development of capital
projects which contribute to the productive capa¬
city, employment and production of the recipient
countries. Official loans of these types by D.A.C.
Members amounted to $ 1,422 million in 1961;
private capital flows during this period amounted
to an additional $ 2,751 million.

Agricultural commodities to be used to improve
the diets of undernourished people, to pay for
labour on development projects, or to generate
necessary local currencies in the country. In 1961,
the D.A.C. Member countries provided $ 895 mil¬
lion of such assistance.

While a total flow of resources of almost 9 billion
dollars is impressive, even more intensive efforts are
required for the years ahead. Not only will the
amount of aid have to be increased, but it will also
have to be adapted more closely to the needs and
requirements of the developing countries. The co¬
ordination of donor country aid programmes will
also have to be substantially improved.

United States also makes some loans
at an interest rate of three-fourths of

one per cent for periods up to forty
years, including a grace period of ten
years. Others believe the terms of
these " soft loans " may impair the
role of private capital, so essential for
development. Germany has recently
made some individual loans at " con¬

cessionary " rates and the United
Kingdom, while charging market rates
of interest, compensates by extending
the grace and maturity periods and
giving grants.
Planning : For many years foreign aid
was considered a temporary activity
with emphasis on short-run objectives.
The emphasis has shifted, and D.A.C.
countries, including the United States,
see financial aid as an instrument of

long term help to recipient countries
in ordering their economic and social

activities and institutions for achiev¬

ing, ultimately, self-sustained economic
growth. Activities financed to-day are
generally those that are an integral
component of the developing nation's
long-term development plan. Financ¬
ing extended in the context of India's
Five-Year Plan and of the long-run
development plan of Pakistan are
prime examples of the longer-term
focus of aid efforts.

Tying Aid : Some D.A.C. nations
insist that some of the assistance they
provide to developing nations must be
used to purchase goods and services
from the donor country. D.A.C. has
indicated that while there are cir¬

cumstances in which this practice may
be necessary, it has numerous disad¬
vantages for the recipient countries.
The current trend toward increased

aid-tying should therefore be reversed.

Private Capital : Although over¬
shadowed in size by official aid, private
financing and enterprise play an im¬
portant role in the development efforts
of developing countries. They bring to
the recipient country necessary tech¬
nical, administrative and managerial
skills which are usually in very short
supply in these countries. The D.A.C.
Aid Review has indicated that private
investment is concentrated in primary
industries and is not expanding at an
adequate rate. O.E.C.D. is at present
studying various ways in which private
investment can be encouraged, for
example, through fiscal incentives, a
convention for the protection of private
property, investment insurance schemes,
and similar instruments.

TECHNICAL AND EDUCATIONAL
AID, FOOD AID SEE NEXT PAGE
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Technical and

educational aid

JL he O.E.C.D. programme for technical
co-operation and educational assistance
to newly developing countries is confined
largely to Member states in the Medi¬
terranean area and Iceland. In some

phases of the work Yugoslavia is
included. Many of the projects are
breaking new ground, reflecting changing
attitudes in applying aid. The work
generally will provide patterns of
approach useful for developing countries
everywhere.
Outstanding are a number of Regional
Development Aid programmes. One
has been underway for several years in
Sardinia; another is in full swing in
the Epirus province of Greece. Others
are taking place in Turkey (for the
Government Regional Planning Depart¬
ment) and one is to begin next year in
Portugal.
Regional Development Aid projects vary
in size and degree, but the method is
usually the same. A special area or
province of a developing country is
selected for intensive study. Resource
potentials are analysed by economic
specialists recruited and sent in by
O.E.C.D. Objectives for the area are
set and transfated into proposed action
programmes. Sometimes alternative
plans are drawn up taking into con¬
sideration the area's limited resources.

Finally, experts set about co-ordinating
all the plans and programmes.
While mapping out industrial, agricul¬
tural or services projects for govern¬
ment action, the O.E.C.D. consultants
are also concerned with the crucial

manpower problems that must be met
if economic goals are to be realized.
One answer is the " Third Country
Training " project conducted jointly
with the United States' Agency for
International Development (A.I.D.).
Candidates are selected not only from
the Mediterranean countries but from

nations in the process of industrial
development all over the world. They
are placed in special training centres
in Europe or in industry for on-job
training. There they learn new skills
or polish up old ones urgently needed
in the economic struggle back home.
Over 3,000 people have been trained
during the past four years.

O.'.E.C.D. also conducts a scholarship
programme for post-graduate students
in economics and related fields. The

programme, which began in 1960, is
jointly financed by O.E.C.D. and the
Ford Foundation ($200,000 each for
a 3-year period). Subjects in which
they specialize include planning tech¬
niques in agriculture, national econo-

Food aid JL here is a striking contrast between
the food situation in the developed
and in the underdeveloped regions of
the world. The daily consumption of
calories per head varies from some
3,200 in the United States to barely
2,000 in several countries of the Far
East; that of animal protein from
66 grams per day to 6 or even less.
Several countries have already embarked
on substantial programmes under which
food is made available either free or

on very favourable terms. These in¬
clude the United States, Canada and
Australia, but the U.S. programme
under Public Law 480 has been by far
the biggest. Since 1954 it has accounted
for shipments valued at over 9 billion
dollars, over a quarter of totat agricul¬
tural exports by the U.S., and the
greater part of this has gone to under¬
developed countries in Asia, Africa,
Latin America and Southern Europe.
India alone has received food and
cotton worth over 2 billion dollars,

Pakistan approximately 1. billion. Both
these countries have recently concluded
agreements with the U.S. providing for
shipments over a four-year period.
Calculated per head of the population,

however, some of the smaller countries
have benefitted more, with Israel,

Yugoslavia, Uruguay and Spain heading
the list.

At present the total value of food aid
represents about a quarter of the total
of public aid being given to underde¬
veloped countries.
Such programmes are a vital contri¬
bution to the needs of hungry people.
But, in addition, increasing attention
has been given to the ways in which
food aid can make a permanent con¬
tribution to the economic development
of a country. When economic deve¬
lopment begins to show results and
incomes rise, the tendency is for a
farge part of the extra earnings to be
spent on foodstuffs. If, as often hap¬
pens, the increased demand cannot be
met by an expansion in agricultural
output, there is a danger that the
shortage of food will lead to increased
food prices and to general inflationary
pressure, endangering the whole deve¬
lopment plan. If the country decides
to use some of its scarce resources of

foreign exchange for importing food
instead of capital equipment, again its
development is likely to suffer.
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mies, accounting, statistics and others.
A third important training programme
is one managed by O.E.C.D. for Member
states exclusively. Most of the trainees
come from the Mediterranean area.

Training involves public administration
and marketing as well as special aspects
of agriculture and industry.
Special teacher training schools have
been set up in Greece and Turkey to
create what is called " multipliers ",
teachers who, in turn, will go out and
train others in technical skills.

The O.E.C.D. Directorate for Scientific

Affairs, Avhich has a special mandate
to promote the development of scien¬
tific and technical education in Member

countries, is deeply involved in educa¬
tional assistance programmes in the
Mediterranean area. An important part
of its work is the Mediterranean

Regional Project which has the objec¬
tive of working out targets for increased
educational resources needed to meet

economic, demographic and social de¬
mands in six countries, namely, Greece,
Italy, Portugal, Spain, Turkey and
Yugoslavia.
National research teams comprising
economists, sociologists, statisticians and
others have been established with

O.E.C.D. financial and expert assis¬
tance in each country. Growth patterns

and consequent manpower needs have
been established and from these and

other non-economic criteria the teams

have estimated the increase in educa¬

tional resources that will be needed to

produce enough skilled manpower up
to 1975 and also to meet the needs of

richer societies for better educational

opportunities.

._T_nother aspect of educational assist¬
ance lies in the field of educational televis¬

ion. O.E.C.D.'s Division for Scientific and

Technical Personnel has the subject
under study. A survey of five Medi¬
terranean countries, Greece, Portugai,
Spain, Turkey and Yugoslavia, has
been made and a report is now under
preparation. The object is to study
present uses of TV as an educational
aid and its possibilities in these countries
for the future.

In Spain, Greece and Turkey, univer¬
sities have found it difficult to attract

qualified scientists and engineers to
teaching posts. O.E.C.D. has initiated
pilot projects to show how better remu¬
neration and improved conditions of
service can help recruit top men in
these fields for universities. At the

moment, they tend to move into
industry which offers greater financial
and other benefits.

MaLajor projects establishing production
centres for science equipment for schools
have been initiated in Turkey and
Greece. Important to developing na¬
tions is another project, a study of
school construction and its cost with

the objective of reducing expenditures
while increasing efficiency in class-room
building. A study of this kind has
been undertaken for Yugoslavia.
Last winter, O.E.C.D. began an expe¬
riment in four southeastern provinces
of Sicily sending a mobile science
laboratory to 34 secondary schools.
None of the schools had their own science

laboratories or equipment. O.E.C.D.
provided modern equipment and a
station wagon and trailer to transport
it to the schools. Teachers and tech¬

nicians from the Italian mainland were

furnished by the government for this
project. Another and similar one has
been started this fall in Greece.

A special conference is in the planning
stage to-day that will bring together
officials of O.E.C.D. Member countries

who are responsible for educational aid
policies of their governments for deve¬
loping countries. The objective is to
estimate the overall programme and
establish a clear line of strategy and a
co-ordination of aid activities.

__Lf , in these circumstances, a country
can obtain additional food on a grant
or loan basis it may be able to avoid
these hindrances to its development
plan and even to set its sights higher
in planning its future development.
In addition, food aid can sometimes be
used to promote specific development
projects. For example, additional food
supplies can be used as a form of wages
to pay workers on roads, irrigation
ditches, dams and other schemes. At
the same time, part of the extra supplies
can be sold in the country concerned
and the proceeds used to buy the tools
needed for the project. In Morocco
and Tunisia, programmes of this kind
are already providing employment for
large numbers of workers who would
otherwise be unemployed.
Another possibility is where desirable
reforms in the agriculture of an under¬
developed country are liable to cause
a temporary loss of production, difficult
to bear in a country already on a
subsistence level. An important case
is where a shift from cereals to livestock

farming is needed to provide an impro¬
ved diet : during the transitional
period, food aid programmes may then

supply part of the increased import
requirements for food grains and also
part of the feed grain supply needed
to build up the livestock sector. The
possibilities here are only beginning to
be realised, and some interesting projects
have recently been started. A tiny but
intriguing scheme concerns the island
of St. Lucia in the Caribbean, where
the Government is providing farmers
with 125 female pigs, and the U.S. is
supplying 50 tons of maize to be dis¬
tributed free of charge to each recipient
of a sow who in turn makes available

for redistribution half of the pigs born
in the first litter.

So far programmes of food aid have
been conducted on a bilateral basis.

This makes it more difficult to co¬

ordinate these programmes with other
plans for helping the underdeveloped
countries and some of the potential
benefit may thus be lost. Further, if
rising food production in developed
regions leads additional countries to
embark on food aid programmes on a
big scale, there will be a greater need
for co-ordinating the various food aid
programmes.

The first genuinely multilateral scheme

of importance is the World Food
Programme which has just been set
up by the U.N. and F.A.O., with gifts
of food and cash from the U.S. and

other countries planned to amount to
100 million dollars over a three-year
period. This is small in relation to
the existing bilateral programmes of
the U.S., now totalling some 1 1/2 billion
dollars annually. But it should provide
valuable experience on which future
programmes, both bilateral and multi¬
lateral, can be built.

x he O.E.C.D., in line with its general
aim of promoting aid to underdeveloped
countries, has also recently taken an
interest in food aid programmes. At a
meeting of Ministers of Agriculture in
October 1961, it was decided to examine

the possibilities of food aid, and a
report on this basis will be considered
by the Ministers when they meet again
on 19th-20th November next. The

Ministers will then discuss the extent

to which food aid is an appropriate
way of promoting the economic growth
of underdeveloped countries and the
role which O.E.C.D. could play.
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The Development
Assistance Committee

Looks Ahead

PORTUGAL

Inhabitants 9,202,000

Official 31.5 U.S. $
Private Not available

AN September, 1962, the Chairman of the Development
Assistance Committee issued his report on the
D.A.C.'s first Annual Aid Review.

This showed that in 1961 the ten D.A.C. countries

(Norway became the eleventh member in 1962)
together contributed capital resources in various forms
totalling some 8.7 billion dollars to developing
countries all over the world. This compares with an
annual average of 3.5 billion over the years 1950-
1955, and 7 billion over the years 1956-1959.

The comparable statistics collected by the D.A.C. in its
Review demonstrated that a wide variation among
Member countries' assistance efforts persists and
requires correction.

The main object of the D.A.C.'s work is to encourage
further increases in the amounts of assistance provided,
and an improvement in its quality. In its future
work, the D.A.C. will particularly take into account
the need for :

better co-ordination of aid programmes in general
and of contributions to particular recipients to
ensure a maximum development assistance effort ;

the linking of aid policies more directly to long-
term development objectives, including efforts
by the less-developed countries themselves;

an improvement in the geographical distribution
of overall aid, taking into account existing special
relationships;

the reversal of the trend towards more " tying " of
aid to purchase of goods and services from the
donor country;

adequate financial resources for the multilateral
development agencies (World Bank, IDA,
IDB, etc.);

the promotion and safeguarding of the flow of pri¬
vate capital to developing countries;

finally, due recognition of the importance of the
relationship of trade to aid.

In furtherance of these aims, the D.A.C. will continue

its annual reviews of aid policies of its Member
countries, will develop coordinating action affecting
specific countries or regions, and will undertake as
a matter of urgency certain studies on basic develop¬
ment assistance issues of general concern.

CANADA

Inhabitants 18,434,000

Official 61.0 U.S. $
Private Not available

WMfo

UNITED STATES

Inhabitants 185,190,000

Official 3,414 U.S. $
Private 1,218 U.S. $

Development contributions
of the D.A.C. countries

in millions of U.S. dollars
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Among the business giants



Is small industry doomed

in this age of industrial
concentration and world¬

wide markets; or has it

still a role to play? The

magnitude of the problem
- nine industrial firms

out of ten employ fewer
than a hundred workers -

and its importance has

led many countries to look

for ways of assuring to

small enterprise a place

in the economy. Are

these efforts justified?

Have they been successful?

can small industries survive ?
According jto the latest available figures, General
Motors utilise 26,000 suppliers in the United States,
16,000 of them employing fewer than a hundred
workers. Other leading American companies also
rely heavily on the services of small and medium-
sized firms : the United States Rubber Company
uses 14,000 firms, Eastman Kodak 3,500, General
Electric 42,000, U.S. Steel 50,000. Thus even in a
country as developed industrially as the United
States large-scale industry has not only left room
for the small firm but actually depends on its co¬
operation.
This orientation of the large firms and their growing
tendency to sub-contract work constitute an implicit
recognition that in certain forms of production small
units can be more effective than the giants.
But the increase in sub-contracting is only one of
the factors working to the advantage of the small
firm; recent economic studies show the extent to
which many large companies have exceeded the
level of optimum efficiency, a level which itself
varies considerably with the type of manufacturing
activity.

A vicious circle

The latest report of the White House Committee on
Small Business has pointed out other advantages
enjoyed by small and medium-sized industrial
concerns : their ability to provide personalised
service, to specialise and adapt to new conditions;
such firms, moreover, are in a favourable position
whenever labour costs represent a considerable
proportion of the total cost of production and
whenever freight charges tend to limit the market
to a specific geographical area.
In spite of such unquestionable assets, the small
industrial firm is perhaps in greater danger now than
ever before.

Some of the threatening forces at work are particu¬
larly striking because they are the result of current
economic trends : the acceleration of technological
change, for instance, and the advent of huge inter¬
national markets. But the spectacular aspects of the
problem merely serve to emphasise difficulties of
longer standing, of which the foremost is the lack of
information at the disposal of small enterprises.
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Among the business giants can small industries survive .<?

The vacuum extends to virtually every field in the
domain of business : management, organisation,
marketing, technology, etc.
This situation points to one of the most striking
paradoxes of our age : at the same time that the
means of imparting information are being vastly
improved and extended, it has become increasingly
difficult to get that information into the hands of
those who need it most. It is as though an oil refi¬
nery were constantly increasing its production but
were unable to ship the product, so congested had
its pipelines become. The so-called " channels of
information " no longer benefit their most important
users.

Such channels do exist, but are so constituted that
they cannot function without some voluntary action
on the part of the user. This is a vicious circle :
the directors of many small firms make no use of the
resources available to them because they have never
been made aware of their need for information.

Technical information

What then can be done? What has already been
done to help small industries overcome their diffi¬
culties (apart from the artificial and dangerous sub¬
sidy) ?
One of the first actions along these lines was the estab¬
lishment by various countries notably Canada,
Denmark, the Netherlands and the United Kingdom

of technical information services specifically
intended for small industry.
The most characteristic feature of these services

is a high degree of decentralisation, achieved through
the use of local information agents who can approach
local firms directly. In this domain of technical
information for small and medium-sized businesses,
the European Productivity Agency of the O.E.E.C.
took the initiative with such measures as the publi¬
cation of the European Technical Digests (continued
by the O.E.C.D.) and the International Guide to
European Sources of Technical Information.
The E.P.A. soon found it necessary to conduct studies
and research projects designed to assess requirements
more accurately and to discover methods capable of
fulfilling them. A survey has been conducted among
2,000 small businesses in eight Member countries
with a view to discovering their needs for technical
information. In 1963 an " international conference
on the circulation of scientific and technical infor¬
mation to small and medium-sized businesses " will

be held in Oslo under O.E.C.D. sponsorship. The
Conference will launch a study of the structure and
scientific principles of research associations and of the
organisation of research performed under contract in
order to determine the effects of these activities on
small firms. Studies will also be made of industrial

sectors which comprise large numbers of small and

(1) The following are worthy of special note :
Regional Productivity Assistants and Commercial Assistants in
France, the Betriebsbegehungsdienst in Germany, and the
Advisory Bureau on Organisation of the O.B.A.P. in Belgium.

medium-sized firms and of the facilities available to
them for applying the results of research.

Consultation on questions of organisation
It is becoming increasingly evident that the short¬
comings and weaknesses of small industrial firms,
already considerable where technical information is
concerned, are still more serious as regards the various
aspects of organisation and productivity. The back¬
ground of many of the directors of small businesses
has generally given them a measure of technical
competence, but most of them have an inadequate
knowledge of problems of management, administra¬
tion and marketing, or are inclined to believe that the
latest advances in such subjects cannot apply to
them for the very reason that their businesses are
so small.

The National Productivity Centres have had occa¬
sion to channel a great many of their activities in this
direction and still regularly compare experiences at
their quarterly meetings sponsored by the O.E.C.D.
At these international meetings a 9-point programme
of action has been drawn up which emphasizes the
importance of consultations adapted to the require¬
ments of small firms and the role which should be
played by trade associations and research institutes.
The latter unfortunately have so far shown a ten¬
dency to concentrate on technology and on a limited
number of purely economic matters.
It is largely under the stimulus of the National or
Begional Productivity Centres that new advisory
services have been set up in countries like Belgium,
France and Germany (1). These services devote all
or most of their time to these important problems.
Developing along the same lines, older services like
the one in the Netherlands have added special mana¬
gement and administration units to their technical

programmes. The integration of these two aspects
of consultation into the same service has often given
excellent results, for small firms are not always able
to determine whether their short-comings are admin¬
istrative or technical.

Training of management personnel

The basic training of executives in industry and
commerce and the process of keeping these men
apprised of current developments have been the conti¬
nuing major preoccupations of all the National Pro¬
ductivity Centres and it is these centres that have
been largely responsible for the increase in the num¬
ber of training centres in Europe in the last ten years.
However, these programmes, though often of high
quality, providing thorough and diversified teaching,
are rarely suitable for the directors of smaller firms.
In nearly all the O.E.C.D. countries, therefore,
courses of study and seminars have been specially
organised for them, the object being to scale down
the usual problems of administration and manage¬
ment to the dimensions of smaller firms.
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Special efforts have been devoted to small firms in
the field of distribution. The European Productivity
Agency collaborated in these efforts largely through
recommendations emanating from the international
conference held at Bellagio (May 1959) and in Sche-
veningen (May 1962).

Aids to financing

Meanwhile, at the instigation of the National Pro¬
ductivity Centres, several countries notably Bel¬
gium, France and Italy were engaged in granting
productivity loans on very favourable terms for
the express purpose of enabling small firms to obtain
the services of management consultants.
A programme of persuasion was also undertaken
with the aim of inducing banking circles, when
granting loans to small firms, to allow for dynamic
factors inherent in the firm's operation (general pro¬
ductivity trends, the manufacturing plan, long-term
organisation, management prospects, etc.) rather
than concerning themselves solely with such static
factors as the firm's capital assets, its balance sheet,
the immediate financial prospects, or an appraisal
(subjective at that) of the existing management.
This move was backed by the establishment of spe¬
cialised credit organisations such as the Industrial
and Commercial Finance Corporation set up in the
United Kingsom in 1945, and the Industrial Credit
Bank of Dusseldorf, which makes loans to small
firms from funds advanced by the Government or
by private investors. Public and semi-public insti¬
tutions have also taken part in the programme by
instituting specialised services such as the Organisa¬
tion for the Financing of Economic Development in
Greece, the Central Institute for Medium-term Loans
to Small and Medium-sized Businesses (Mediocre-
dito) in Italy, and the Industrial Development Bank
in Turkey.

New trends and new methods

From this long experience, this accumulated effort
to make small firms more fully aware of their real
problems, have emerged new formulas based on
continuing active co-operation among groups of small
firms which may or may not belong to the same
industrial sector. Such joint action enables small
concerns to overcome in great measure the initial
handicap that smallness itself imposes.
These collective activities have grown, particularly
in France, the Scandinavian countries and Belgium.
The earliest was the system known as " Self-Organi¬
sation Groups ". These are small combinations of
firms (generally ten to a dozen) which agree to take
part in a complex programme of visits, discussions
and seminars. A comparable scheme is the Belgian
method of organising for groups of firms (frequently
heterogeneous) programmes which combine infor

mation, training and consultation, under the leader¬
ship of a small team of management consultants.
Under a more recent form of assistance, heads of

several small firms (generally belonging in this case
to the same production sector) are first brought
together by proposing some immediate and obvious
benefit (tax relief, special terms for bulk purchasing,
marketing or export promotion etc.) requiring neither
intensive effort nor any heavy investment. The
prime object being to link a group by some permanent
bond, it becomes a relatively simple task to divert
the members' attention by easy stages to a joint
study of their various internal problems a shift
which, in any case, they usually make on their own.
A similar approach has been undertaken by " TOP "
(Technique, Organisation, Productivity) whose ope¬
rations were launched in France some years ago.
Its appeal is mainly to feelings of regional solidarity
between large and small firms. Analogous results
have been achieved by " sub-contracting allowances "
which have been instituted at the regional level with
varying degrees of success in a number of countries.
Experiments of this kind are proliferating and
enjoying such success as to make logical their exten¬
sion to the international level; the more so in that
they are flexible enough to be adaptable to many
different situations. In addition to being a new
" active " medium of communication, they seem to
be a singularly valuable instrument for achieving rapid¬
ly the radical structural reforms needed by small
business to cope with the rapid expansion of interna¬
tional markets.

It must be added that these approaches should be
properly oriented and not diverted from their prin¬
cipal objectives. They must therefore be harmonised
into a joint programme of action conducted at many
levels.

This was one of the conclusions of the two interna¬

tional conferences held by the O.E.C.D. in Vienna in
September-October 1961 on the role of trade asso¬
ciations in the study of markets and in the search for
new markets for small and medium-sized business (1).
Practical guides on market-research techniques by
these two types of groups are to be drawn up by the
O.E.C.D., as recommended by the Vienna confe¬
rences.

In this field of market study, business promotion
may take place at the governmental level or be the
work of chambers of commerce, trade associations,

or export groups.
The combination of these new methods should

enable the small firm to take a decisive step forward.
This progress is also the aim of the International
Association of Crafts and Small and Medium-sized

Enterprises, which was established in 1947 with
headquarters in Berne and has recently been granted
consultative status with the O.E.C.D. by the Council
of that Organisation.

(1) The report of the first conference has been published under the
title " The Role of Trade Associations in the Study of Markets ".
The report of the second conference will be published shortly.
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INTERNATIONAL HARMONIZATION :

JLf people are to understand one another, they must first
agree on the meaning of words. Similarly, if they are to
trade together, there must be agreement concerning the
nature of merchandise. On the international plane, this
is not always the case : definitions and classifications vary
from country to country. This resuits in confusion, delays,
misunderstandings and, in the long run, a serious loss to the
producer. This is particularly true of agricultural produce.
O.E.C.D. is endeavouring to remedy this state of affairs
by means of a systematic attack on the problem. The
key words in this activity are harmonization and stand¬
ardization. Already the Organisation has a number of
achievements to its credit in this field.

GUARANTEED SEED

Forage crop production has been greatly improved during
recent years : these crops can now be grown in areas where
they were once considered impossible. This has come
about through the development of new varieties and
strains of herbage seeds. When the seed of a new variety
first becomes available, it is necessary to test it in each
country to discover the type of region for which it might
be most suited. Such trials on a national scale are actively
encouraged by O.E.C.D.
But this is not all. The Organisation has set up a " Scheme
for the varietal certification of herbage seed moving in
international trade ". The aim of this is to assure the

seed buyer that a certain type of seed corresponds exactly
to his requirements. This is done by means of a gua¬
rantee issued by a national certification service based on
rules and specifications established by international agree¬
ment. Confusion, once frequent, now becomes impossible.
Today, the results are evident. The 1961 certification
programme covered a total area of 63,005 hectares for

national varieties of leguminous plants and grasses (35,724
hectares in 1960), and 1,083 hectares for foreign varieties
(710 hectares in 1961) : the weight of the seed certified
under the O.E.C.D. Scheme being 7,706,803 kg for the
first category (2,312,475 kg in 1960) and 156,546 kg for
the second (42,807 kg in 1960).
Further, the O.E.C.D. Certification Scheme has so clearly
satisfied a real need that countries outside the Organisation
but members of F.A.O. South Africa and Cyprus
have asked to take part in it.

90,000 LABELS

As the main guide to seed quality, the Scheme makes use
of the number of generations between the particular crop
of seed and the foundation seed originally produced by the
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Trade in agricultural produce in Europe and North America
will become much more active when better understanding is reached between importers

and exporters in the various countries. O.E.C.D. is helping in this direction
by its work on establishing various specifications acceptable to all its Member countries

and which could be used internally to facilitate trade between them.
This is not a matter of unification, since production conditions

vary too widely from one Member country to another, but rather of harmonization
and standardization. Convincing results, from which agriculture

will derive increased profit, have been secured in three separate sectors.

BIGGER PROFITS FOR AGRICULTURE

approved breeder. Everything depends on the quality of
this foundation material; consequently, each "national
certification service " works in close collaboration with
the plant breeders in order to ensure the purity of the strain.
Seed produced under the stipulated conditions is packed
in sealed sacks, each with a label bearing a guarantee of
its exact nature and " category " : white labels for foun¬
dation seed, blue for the first generation, and red for later
generations, if these have received approval.
International trade quickly realized the value of the Scheme.
After the 1961 harvest, nearly 90,000 O.E.C.D. labels (as
against 64,458 in 1960) were used by the European national
certification services.

Moreover, the O.E.C.D. example has been a guide to
developing countries wishing to set up their own seed
certification systems. In these countries, more than any¬
where else, to grow forage crops as cheaply and efficiently
as possible is of vital importance. Certain of the less
developed O.E.C.D. Member countries are now able to
earn much needed foreign currency by undertaking the
multiplication, under contract with the Nordic countries,
of seed strains which produce higher yields under the
better climatic conditions. This is of great advantage to
the Mediterranean countries. The economic significance
for the whole world of this O.E.C.D. initiative originally
devised for its own Members will be readly appreciated.

QUALITY FRUIT

Yet another action on the agricultural front : the stan¬
dardization of fruit and vegetables. International standards
were adopted by the O.E.C.D. in February 1962. At
present, they cover eleven products (apples, pears, toma¬
toes, etc.) to which ten others will shortly be added. Here
again, the aim is to guarantee to the importer that deliv¬
eries will strictly conform to the specifications laid down in
his order. A code of rules has been established to this end.
These concern the definition of the product, the qualities
the buyer has the right to demand, following a fully detailed
classification, the size or weight, the tolerances allowed,
packaging and presentation, and finally labelling. Thus[
when a dealer places an order for " Extra " quality " Rei¬
nettes du Canada ", in a country which has joined the
Standardization Scheme, he can be sure, by virtue of the
regulations in force and the inspection made on despatch,
that he will receive exactly what he ordered. The Scheme
is equally to the advantage of the producer, as in the final
analysis, inspection increases the value of his produce,
and the satisfied customer tends to renew orders.
Participation in this Scheme is optional : eleven O.E.C.D.
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INTERNATIONAL HARMONIZATION : BIGGER PROFITS FOR AGRICULTURE

countries have joined already, and others will shortly do
so. Each country, on joining, nominates an organisation

usually a body more or less directly responsible to the
Ministry of Agriculture to provide an inspection ser¬
vice and undertake to respect the provisions of the Scheme
for the whole of their trade in the produce in question

The size of the fruit, an important element in its appearance, is
determined by its maximum diameter. Controls are exercised to
ensure conformity of the shipments to the standards established.

with other Member countries. This O.E.C.D. Scheme
for the international standardization of fruit and vegetables
is of particular importance for the less developed Member
countries of the Organisation which depend on trade with
Northern markets for their foreign currencies.

A SINGLE TEST

In the improvement of farming, produce is not the only
thing to be considered; great attention has also to be
given to production equipment.
Until quite recently, any country importing agricultural
tractors had itself to test each type to establish valid com¬
parisons, and had to maintain expensive laboratories for
this purpose. With each country carrying out the same
operations on its own account, much time and money
were expended, and these separate efforts were of value
to no one beyond those who made them.
To avoid this, it was necessary that tests on a particular
type of tractor should be carried out once and for all and
the results recognized as valid in all countries. But general
agreement would have to be reached on the form of these
tests. The O.E.C.D. took the initiative by preparing and
sponsoring a " Standard Code of Tests for Agricultural
Tractors ".

Here again the principle is simple. Once Member countries
have agreed on common and well-defined rules for official
laboratory tests for tractors, only one model of a particular
type of tractor need be tested in an approved national
laboratory, and once only. The results are published in
a special bulletin which is circulated among all the interests

concerned. If a country wishes to add further tests, it is
free to do so, but the series of tests laid down by the Code
is so complete that it would be impracticable to extend it.
Such standardization is of wide interest not only to the
manufacturers but to the farmers, who are able to choose
the best model for their purpose, to farm management
specialists, and to official testing stations for agricultural
machinery, who no longer have to repeat tests already carried
out elsewhere.

LOOKING AHEAD

The action taken on herbage seed, fruit and vegetables
has not yet produced all the results that might reasonably
have been expected, but it has undoubtedly begun to exert
pressure in favour of the better marketing of agricultural
produce.
Other projects are envisaged. For example : planning
land use in a growing economy; encouraging the setting-up
of centres for the adaptation of agriculture and economic
development; improving methods of preparing, executing
and evaluating rural development programmes at national,
regional and local levels; planning and developing intel-

fRESULTS i LltL JVJLjIy±L^AND ITS RESULTS

A thorough survey of the incidence of office automation on non-
manual workers has recently been carried out by five Research
Institutes in Dortmund, Leyden, Liverpool, Paris and Stockholm.
The O.E.C.D. has published an " industrial version " of the
main findings of this survey, collated by the International
Committee for Social Research in Industry and the European
Productivity Agency of the O.E.E.C.
The first electronic computers came into service at the end of the
last war. Since then, machines designed on the same principles,
but with constantly increasing power have been installed in many
offices of all kinds. Unlike previous office machines, which
merely improved an existing system, these new machines revolu¬
tionise the whole structure of the company or department which
installs them.

Although it was recognised that this revolution had a direct
impact on non-manual staff, the reaction had not previously been
diagnosed in detail. This is what, the five Institutes have
attempted to do. The consequent report is of the greatest interest
to industry : it was drawn up by Dr. W.H. Scott, of the Depart¬
ment of Social Science, University of Liverpool, Secretary-
General of the International Committee, and, for the French
version, Mme Marenco, research assistant at the Institut des
Sciences Sociales du Travail of the University of Paris.

THE MODERN WORKER

These surveys in fact brought to light a great many findings.
To take three of them : first, as automation increasingly simpli¬
fies office work, the staff becomes more and more divided between
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lectual investment in agriculture (education, research,
vocational training, extension work and information ser¬
vices), and so on.
The main task, as in the past, will be to promote the
development of agriculture and facilitate the marketing of
Member countries' agricultural produce, by means of
agreement on a number of simple and clearly defined
principles. There is no question of unification, for there
are some regional practices which could never be abolished.
It would be unrealistic, for example, to imagine that
O.E.C.D. 's work on international standards for classifying
animal carcasses could ever result in meat quality being
classified in the same way in France and Germany : tastes
differ, and what is considered " first cfass " in one country
is not necessarily so in the other. What is needed in this
context is agreement on common terms, so that a Swedish
trader can telephone to a French supplier and order a
specific category of meat without risk of error on either
side.

Much remains to be done before trade in agricultural
produce between Member countries is developed to the
full. But the machinery is in motion and its speed will
increase in the next few years.

With standardized tractor-testing, the farmer knows in advance
exactly what he's getting.

CONSEQUENCES OF OFFICE AUTOMATION

a relatively small élite in charge of the computers and the mass
of employees doing routine work. At the same time, relations
between the management and office workers tend to become similar
to the relations between managements and manual workers.

In other words, as the qualifications required of a member of the
elite become more strict, it will in future be just as difficult for
the ordinary office worker to rise in the hierarchy as it is for the
manual worker, whereas his chances of doing so were formerly
greater, hi addition, the desire to use an expensive machine
to full capacity induces managements to introduce shift work
for office workers.
Next, with regard to the incidence of automation on the size of
office staffs, it was found that, contrary to the fears expressed
whenever the installation of a computer was announced, there
was no direct reduction of staff in any of the countries studied
except Sweden, where non-manual labour was reduced by about
20 per cent in one of the firms studied.
The incidence on employment may thus be said to be slight.
There are, however, two reservations to this : this incidence is
heavier at the outset in firms such as insurance companies
where the greater part of the work is done by the electronic com¬
puter. Furthermore, even in other firms, it is not certain that
the incidence will continue to be slight, since the number and
tasks of computers are constantly increasing.
The last finding is an imperative : the staff must be informed
and consulted before the conversion and during installation.
This goes against the grain with managements, who generally
prefer the policy of the accomplished fact; they have an excuse
for this, in that most often when deciding to introduce automa¬
tion into their offices they are not themselves very clear " where
they are going ". But unless they provide information their
action will lack the essential element of staff approval.

33



" DEVELOPMENT ASSISTANCE EFFORTS AND POLICIES IN 1961 "

The Development Assistance Committee of
O.E.C.D. is a specialised body in which the
industrially more advanced Member countries of
the Organisation, together with Japan and the
Commission of the European Economic Com¬
munity (Common Market) consult on the methods
for making national resources available for assist¬
ing countries and areas in the process of econo¬
mic development and for expanding and improving
the flow of long-term funds and other develop¬
ment assistance to them.

This is a report by the Committee's Chairman,
Ambassador James W. Riddleberger, on the first
systematic review of the development assistance
efforts and policies of the individual Member
countries.

The report shows in a series of tables the volume

of financial flows to developing countries during
1961 and 1960, whether directly or through multi¬
lateral agencies, and gives indications of the
future trend. It notes a general improvement in
the financial terms of lending and gives some
details of the various systems in force.
A further section goes on to demonstrate the
implications of the current aid pattern and to
outline the basic philosophy of development
assistance as agreed on by the Member coun¬
tries, stressing the need for improved co-ordination
between countries and underlining the important
part played by private investment, which has
special advantages and should be encouraged
to the full.

46 pages 5s. $0.75 N F 3.00 Sw.fr. 3.00 DM2.50

ABILITY AND EDUCATIONAL OPPORTUNITY

It is to-day generally acknowledged that economic
and social progress are largely dependent on
public education. In all European countries both
secondary and higher education are being made
accessible to increasing numbers of students,
but doubts have recently been expressed as to
whether this expansion is not going too far and
too fast. Is the number of children who can

benefit from further education unlimited, or is
there a saturation point beyond which the stan¬
dard of secondary and higher education will tend
to decline ?

The O.E.C.D., one of whose functions is to foster
scientific and technical training in Member coun¬
tries, considered it essential for these problems
to be discussed in the light of recent research
and therefore brought together a group of inter¬
national specialists at Kungalv, Sweden, in June
1961. Top level officials, sociologists, educa¬
tionalists and economists from the United States

and from the Western European countries were
present at these discussions, which were held
under the chairmanship of Lionel Elvin of the
London University Institute of Education.
This report on the conference has been drawn
up by A.H. Halsey of Birmingham University and
includes papers by the following speakers : Dael
Wolfle (Executive Officer of the American Asso¬
ciation for the Advancement of Science) ; Jean Fer¬
rez (Deputy Director of Organisation and Pro¬
grammes at the French Education Ministry);
Jean Floud (Head Lecturer in Sociology, London
University Institute of Education); Torsten Husén
(Professor at the Pedagogical Research Institute,
Stockholm); Pieter de Wolff (Head of the Central
Planning Office of the Netherlands) and Kjell
Hamqvist (Professor at the Institute of Education
of Gôteborg University).

216 pages 15s. $2.50 NF 10.00 Sw.fr. 10.00 DM 8.30

MARITIME TRANSPORT, 1961

This latest report covers developments in maritime
transport during 1961. It analyses the demand
for shipping services in the various trades and
follows this with a detailed description and with
statistics of the supply of shipping, outlining the
important trends and giving information on the
latest developments in ship design, together with
information on new building orders. The report
reviews the freight market in 1961 for dry cargo

and oil and examines the situation in the liner

trades. A further chapter discusses the various
international shipping problems with which Mem¬
ber countries have been faced during 1961 and
the action taken to deal with them. This chapter
also mentions developments in the relationship
between air and sea transport.

82 pages 9 s. $1.50 N F 6.00 Sw.fr. 6.00 DM5.00
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O.E.C.D. SALES AGENTS

ARGENTINA

Editorial Sudamericana S.A.,
Alsina 500, Buenos Aires.

AUSTRALIA

B.C.N. Agencies Pty. Ltd.,
62 Wellington Parade,
East Melbourne, C.2.

AUSTRIA

Gerold & Co., Graben 31, Wien 1.
Sub-Agent :
Buchhandlung Jos. A. Kienreich,
Sackstrasse 6, Graz.

BELGIUM

N.V. Standaard-Boekhandel,
Huidevettersstraat 57, Antwerpen.
Librairie des Sciences (R. Stoops),
76-78, Coudenberg, Bruxelles.

BRAZIL

Livraria Agir Editôra,
Rua Mexico 98-B, Rio de Janeiro.

CANADA

Queen's Printer - Imprimeur de la Reine,
Ottawa.

Prepayment of all orders required.

CUBA

La Casa Belga, O'Reilly 455, Havana.

DENMARK

Ejnar Munksgaard Forlag,
Nôrregade 6, Kobenhavn.

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 2, Helsinki.

FRANCE

Presses Universitaires de France

108, boulevard Saint-Germain, Paris (6e).

GERMANY

Deutscher Bundes-Verlag, GmbH.
Postfach 9380, 53 Bonn.
Sub-Agents : Berlin : Elwert & Meurer.
Munchen : Hueber.

Hamburg : Reuter-Klôckner;

und in den massgebenden Buchhandlungen
Deutschlands.

GREECE

Librairie KaufFmann,
21, rue du Stade, Athènes.

ICELAND

Snasbjôrn Jônsson & Co. h. f.
Hafnarstraeti 9,
P.O. Box 1131 - Reykjavik.

INDIA

International Book House Ltd.,
9 Ash Lane,
Mahatma Gandhi Road, Bombay 1.
Oxford Book and Stationery Co. :
New Delhi, Scindia House.
Calcutta, 17 Park Street.

IRELAND

Eason & Son,
40-41 Lower O'Connell Street, Dublin.

ISRAEL

Blumstein's Bookstores Ltd.,
35 Allenby Road,
and 48 Nahlath Benjamin St., Tel-aviv.

ITALY

Libreria Commissionaria Sansoni

Via Gino Capponi 26, Firenze.
Via Paolo Mercuri 19/B, Roma.
Corso Cavour 93, Bari.
P.E.M., Corso di Porta Romana 87/B,
Milano.

Sub-Agents :
Genova : Libreria Di Stefano.

Milano : Libreria Hoepli.
Napoli : Libreria L. Cappelli.
Padova : Libreria Zannoni.

Palermo :

Libreria C. Cicala Inguaggiato.
Roma :

Libreria Hcepli; Libreria Tombolini.
Torino : Libreria Lattes.

JAPAN

Maruzen Company Ltd.,
6 Tori Nichome Nihonbashi, Tokyo.

LUXEMBOURG

Librairie Paul Bruck, 33, Grand'Rue,
Luxembourg.

MOROCCO

B.E.P.I., 8, rue Michaux-Bellaire, Rabat.

THE NETHERLANDS

Wholesale Agent :

Meulenhoflf & Co., N.V. Importeurs,
Beulingstraat 2, Amsterdam.

Principal Retailer :
W.P. Van Stockum & Zoon

Buitenhof 36, Den Haag.

NIGERIA

University Bookshop Nigeria Ltd.,
University College, Ibadan.

NORWAY

A/S Bokhjornet, Lille Grensen 7, Oslo.

PAKISTAN

Mirza Book Agency,
9-A Shah Alam Market, Lahore.

PORTUGAL

Livraria Portugal,
Rua do Carmo 70, Lisboa.

SOUTH AFRICA

Van Schaik's Book Store Ltd.,

Church Street, Pretoria.

SPAIN

Mundi Prensa, Castellô 37, Madrid.
Libreria Bosch, Ronda Universidad II,
Barcelona.

SWEDEN

Fritzes, Kungl. Hovbokhandel,
Fredsgatan 2, Stockholm 16.

SWITZERLAND

Librairie Payot,
40, rue du Marché, Genève
et à Lausanne, Neuchatel, Vevey,

Montreux, Berne, Bale et Zurich.

TURKEY

Librairie Hachette,
469 Istiklal Caddesi, Beyoglu, Istanbul.

UNITED KINGDOM and

CROWN COLONIES

H. M. Stationery Office,
P.O. Box 569, London S.E.I.
Branches at : Edinburgh, Birmingham,

Bristol, Manchester, Cardiff, Belfast.

UNITED STATES OF AMERICA

O.E.C.D. Regional Office,
Suite 1223.

1346 Connecticut Ave, N.W.

Washington 6, D.C.

YUGOSLAVIA

Jugoslovenska Knjiga, Marsala Tita 23,
P.O.B. 36, Beograd.

Orders and inquiries from countries where sales agents have not yet been appointed may be sent to O.E.C.D.,

2, rue André-Pascal, Paris (16e)
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30th September, 1961, is a notable date

in the history of international economic

co-operation. On that day, with seven¬

teen out of twenty ratifications of the

O.E.C.D. Convention in the hands of the

depository Government, the Organisation

for Economic Co-operation and Develop¬

ment officially took the place of the

Organisation for European Economic Co¬

operation. A glance at the following

summary table will show the main diffe¬

rences between the two Organisations :

:

_. i:

O.E.E.C. 1948-1961 O.E.C.D. 1961

TITLE

Includes " European ". Drops " European " ; includes " Development ".

MEMBERSHIP

18 Western European
States.

The same 18 Western European States, Canada and the
United States.

OBJECTIVES

Development of production;
Programmes for production and exchange
services ;

Relaxation of restrictions on trade and p
Strengthening of economic links;
Reduction of trade barriers;

International financial stability;
Full employment.

Highest sustainable economic growth and employment,
of goods and and a rising standard of living, while maintaining financial

stability. Sound economic expansion in Member and
ayments; non-member countries in process of economic develop

ment. Expansion of world trade on a multilateral, non¬
discriminatory basis.

The differences apparent in these two sets of objectives
show that while O.E.E.C, in its thirteen years of exist¬
ence, had achieved many of its aims, economic problems
of a rather different nature still remained for solution.

These fall broadly under the headings of Economic
Policy, Trade and Aid. In the O.E.C.D. Convention
(signed in Paris on 14th December, 1960), the Member
countries undertook to :

promote the efficient use of their economic resources;

in the scientific and technological field, promote the
development of their resources, encourage research
and promote vocational training;

pursue policies designed to achieve economic growth
and internal and external financial stability and to
avoid developments which might endanger their
economies or those of other countries:

pursue their efforts to reduce or abolish obstacles to
the exchange of goods and services and current pay¬
ments and maintain and extend the liberalisation of

capital movement, and

contribute to the economic development of both
Member and non-member countries in the process of
economic development by appropriate means and, in
particular, by the flow of capital to those countries,
having regard to the importance to their economies
of receiving technical assistance and of securing
export markets.

The aims of the Organisation, and the means by which
the Member countries have undertaken to carry them
out, are outward-looking, not, as in the days of the
O.E.E.C, confined to the economic advantage of the
Member countries only. This step implies that the
20 O.E.C.D. Member countries have realised and accepted

their responsibility to extend the benefits of economic
planning, trade expansion and development aid to other
parts of the world outside their own area. World
prosperity is the keynote of the Organisation's aims.
The new Organisation includes Canada and the United
States as full Members, with voting rights. This means
that the O.E.C.D., with its twenty Member countries,
constitutes the widest expression of Western co-operation
in existence, and includes virtually all the world's
highly industrialised powers outside the Eastern bloc;
Japan, while not a full Member for all activities, has
from the start been a Member of the Development
Assistance Committee, and plays her full part in the
co-ordinating work of the Organisation in financial and
technical aid.

Other countries Yugoslavia and Finland co-operate
in certain of the activities of the Organisation without
being full Members.

16th November, 1961, Ministers of the twenty Member
countries met for the first time at the Château de la

Muette, former headquarters of the O.E.E.C. and now
that of its successor. At a two-day meeting, held
under the chairmanship of the Canadian Minister of
Finance, the future programme of the Organisation was
discussed and methods of ensuring its execution con¬
sidered.

The most striking of the Ministerial resolutions was the
setting of a growth target in real gross national product
of 50 per cent for the 20 Member countries taken together
over the decade 1960-1970.

A complex and massive structure of committees and
other bodies, together with a supporting Secretariat of
some one thousand international civil servants recruited

among the Member countries of the Organisation, has
already been set up. As in the case of the O.E.E.C,
on which it is based, this structure is designed to be
sufficiently flexible to allow local reorganisation whenever
this is called for by changes in the economic situation
and current economic problems.

To-day's Meetings

10.30 a.m. Council Château Root

This notice appears, with rare exceptions, on every
Tuesday throughout the year on the notice-board in
the hall of the Château de la Muette. It indicates a

routine meeting of the supreme policy-making and
decision-taking body of the Organisation.

Shortly before 10.30 a.m., small groups armed with
brief-cases assemble in the pillared hall outside the
Council chamber. Greetings are exchanged between
members of national Delegations; their Heads, who
normally hold the rank of Ambassador, take a last
glance at their briefs or discuss with their colleagues
the tactics they intend to employ on some point of
common interest. The groups disperse and their mem¬
bers drift through the double doors into the chamber,
with its carved oak walls and magnificent silken tapestries.
The tables are set in a hollow rectangle, within which
sit the shorthand reporters who will record the meeting.
In front of each Delegate is a card with the name of
his country or the organisation of which he is the official
observer; behind him sit his advisers, sometimes numer¬

ous, sometimes one or two only. Also seated round
the table are the representatives of associate countries
and of the inter-governmental organisations with which
the O.E.C.D. has established official relations; this

group has observer status with no voting powers.

In the Chair, the Secretary-General, Mr. Thorkil Kri-
stensen, tinkles a small handbell. Silence falls.

The Council of the O.E.C.D. is in session.

The powers of the Council remain the same whether



the meeting is at Ministerial or permanent representa¬
tives level, the most obvious difference between the two

forms being that at a Ministerial meeting one of the
Ministers, present to represent his country, is elected
to take the place of the Secretary-General in the Chair.
All decisions must be taken unanimously, each country
having one vote; in certain cases, however, a Member
country may abstain from voting, which does not affect
the validity of the decision vis-a-vis the voting countries.

A formal Decision of the Council has the force of an

international treaty, and is binding on Member govern¬
ments.

The Council may in some cases prefer to adopt a Recom¬
mendation for consideration by individual Member
governments. This Recommendation is not binding,
as in the case of a Decision, but governments may
provide for its implementation if they consider it
opportune.

PROGRESS POINTS FOR THE FUTURE

Summary of the Directives issued at the conclusion of the first O.E.C.D. Ministerial Council, 16th-17th November, 1961.

Attainment during the decade from 1960 to 1970 of
a growth in real gross national product of 50 per cent
for the 20 Member countries taken together.

A proper equilibrium in the external payments of
Member countries as a condition for the fulfilment

of the growth target.

Price stability to ensure the full benefit of economic
growth and to maintain equilibrium in
international payments.

Excess demand should be prevented and efforts made
to improve productivity and labour mobility.

A special effort must be made to promote growth
in less-developed Member countries and thus to
endeavour to reduce the very great disparities in
incomes per head.

The increasing use of scientific training and
research and their utilisation in agriculture
and industry.

Increases in the level of money incomes should be
kept generally in line with increases in productivity.

Increased productivity in agriculture should
contribute to general price stability. In addition
agriculture could, in many countries, make manpower
available for the expansion of industry.

The Ministers expressed the desire that the
Development Assistance Committee should encourage
greater co-operation among donor countries in their
bilateral aid efforts and that a common approach
should be applied increasingly to specific problems of
economic development assistance.

The Ministers stressed the importance of reducing
barriers to the exchange of goods and services, in
particular on the part of the more industrialized
countries, as a means of promoting economic
growth and of providing expanding markets. They
emphasized the need to seek ways and means, both
in the O.E.C.D. and in other international forums,
to reduce barriers to trade among O.E.C.D. countries.
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