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Statement on page 42

Prospects for increased outlets for agricultural produce are significant
in relation to the problems of both supply adjustment and farm
incomes. Demandfor foodstuffs is mainly determined by the increase
in incomes and population : in the more-developed countries of the
OECD, it is rising considerably less fast than incomes per head, and
its rate ofgrowth cannot be greatly accelerated. In the less-developed
OECD countries, as well as in Italy and fapan, comparatively rapid
increases in demand will occur : it can however be expected that these
increases will in due course be met mainly by the agriculture of the
countries concerned(l).

Outside the OECD area, there are large unsatisfied food needs in
the less-developed regions of the world. Economic development
in these countries should increase their capacity at present limited

to purchase food from abroad. They already benefit from pro¬
grammes of food aid on concessional terms, and an expansion of
these programmes may be called for in the years to come, though this
would raise difficult problems ofprinciple as well as offinancing and
administration. At present, supplies of food on commercial or
concessional terms to the less-developed countries do not constitute
an important outlet for the agriculture of the OECD area as a whole.

The OECD area has exported agricultural products to other countries
outside the area the most outstanding example in the last few years
has been the export ofwheat to China and the USSR but this trade
is too recent a development for its future regularity to be counted on.
In recent years, production of some commodities in a number of
developed OECD countries has risen beyond the amounts which,
in the absence of official intervention, the market could absorb at
remunerative prices. The prospects indicated above do not offer any
firm hope that in the near future the increase in outlets for these
commodities will be sufficient to solve this problem, and adjustments
in both the volume and pattern of agricultural production may be
necessary in a number of countries ; this would make it possible to
meet increasing demand for some other commodities.

The farm income problem is related to these supply prospects in



various ways. In many countries there is a wide gap between incomes per head in agriculture and those
in other sectors ; moreover, disparities within the agricultural sector are very often important. The pro¬
spective increase in outlets for farm produce and the increased demand for higher-quality products would
help to raise farm incomes but is unlikely to solve the income problem as a whole, and in particular will
do little to reduce disparities within the sector. As the OECD report on " Low Incomes in Agriculture "
concluded, the long-run solution to the low-income problem lies in reducing the number offarms and the
number of persons working on farms ; improved efficiency in agriculture and the transfer of manpower
to other sectors are important also as factors in general economic growth. The following paragraphs,
based on Part I of the present report, consider how agricultural supply may be affected by the efforts of
farmers to raise their incomes, as well as by the trend to fewer but larger farms ; the conclusions arising
from Part II, which follow, concern the various means by which, where necessary, an adjustment of supply
may be achieved.

(1) The situation in Japan differs in various respects from that in the other developed countries of OECD. The conclusions

presented here are not applicable to Japan in certain respects.
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Basic trends affecting
the income

and supply situation

Rising agricultural output and improvements in
the quality of farm produce in the OECD area are
being achieved through improved technology and
greater labour productivity : the agricultural labour
force has fallen substantially, while increased use has
been made of capital. Trends in output have been
signiiicantly influenced by official support policies,
which have generally sought to give a preference to
domestic production; it is therefore doubtful to what
extent production trends have corresponded to com¬
parative advantages either within countries or as
between countries.

Production of several major commodities in most
of the more-developed countries has tended to rise
faster than available outlets; in some cases, surplus
stocks have been accumulated, and in other cases
market prices have been depressed or have fluctuated
severely. In spite of officiai policies of price support,
overall indices of prices received by farmers have
tended to rise less fast than prices in general.

The prices of machinery and some agricultural
requisites have risen, but other input prices - - in

particular those of fertilisers and feeding stuffs
have changed comparatively little or have even
fallen. An outstanding development has been the
large increase in agricultural wages, generally much
exceeding the increases in the prices of agricultural
produce and in the costs of other farm inputs : this
has affected even farms which employ no hired
labour, by raising the farmers' own estimates of what
constitutes a satisfactory income.

Many small-area farms, in their attempt to improve
their incomes, have been faced with a particularly
difficult problem. The incomes earned on small
farms are often well below those obtainable on large
farms or in other occupations. In order to obtain
the highest possible return from their limited area,
these farms usually concentrate on lines of produc¬
tion giving a high return per unit of land : enterprises
such as milk, pigs, poultry, fruit, vegetables or wine
are characteristic of these holdings. Further, many
small farms have little scope for reducing their
labour input, since their labour force often consists
mainly or exclusively of the farm family itself. The
occupants of these farms, if they seek to increase
their incomes and are unable to supplement their
earnings from farm work with other activities, are
in general compelled to use increased inputs of capital
in order to increase their production and their size
of business; nevertheless, their farm income may
remain low.

However, to bring incomes on many small farms
up to a level corresponding to the legitimate expect-



ations of their occupiers, a very substantial increase
in their size of business would be required, necessi¬
tating large inputs of capital; and since, in European
countries at least, there are so many small farms,
output of certain commodities would probably rise
by more than the commercial market could absorb
at remunerative prices. Some small-area farms will
no doubt be profitably operated on a specialist,
highly-capitalised basis; others may continue in exist¬
ence as part-time holdings; but many others stand
little chance of providing a standard of living in line
with rising expectations, and the fall in their number
seems bound to continue.

Generally, farms with a larger area, besides making

of land. Thus they can not only produce items
giving a high return per hectare, but also if natural
conditions permit concentrate on the more " exten¬
sive " lines of production such as cereals and beef.
In cases where they previously employed hired
labour, such farms have tended to reduce their labour

force drastically as wages have risen, and in many
cases this has given them an incentive to move away
from lines of production usually requiring much
labour, such as dairying, to commodities lending
themselves more easily to mechanised methods.
There is evidence from several of the European
countries that the larger farms have not increased
their total inputs and outputs as much as the smaller

r
i. Changes in various input prices relative

to the change in agricultural wage rates
(based on price changes since 1950/51)

Country

1 955/56 1961/62

Wages
Ferti¬

lisers
Feeding-

stuffs

Machi¬

nery
Wages

Ferti¬

lisers
Feeding-

stuffs

Machi¬

nery

AUSTRIA 100 71 83 78 100 52 59 64

BELGIUM 100 79 78 110 100 55 61 108

CANADA 100 103 101 100 <1> 91 <1> 104 <1>

DENMARK (2) 100<4> 82 79 90 <3> 100<4> 64 56 77(3)

FRANCE 1 00 <6<4> 67 <5> 71 I3' 1 00 <6<4' 43(5) 54 0)

GERMANY (?) 100 64 71 76 100 38 38 45

IRELAND (8) 100<4> 90 84 1 00 <4> 47 64

ITALY (7) 100<4) 77 95 81 1 00 <9'4> 60 <9> 70O) 66<9>

JAPAN 100 67 72 94 100 33 39 54

NETHERLANDS m 100 73 66 100 51 47 	

SWITZERLAND 100 78 89 90 100 <10> 63 <10> 69 <10> 84 <10>

UNITED KINGDOM (11,7) 100 92 91 100 60 62 	

UNITED STATES 100 88 80 94 100 70
	 .

61 94

NOTES : - Not available

(1) 1959/60

(2) 1950/51-1954/55

(3) Including tools

(4) Based on ILO Statistics

(5) Including pesticides

(6) 1951 = 100

(7) Crop years

(8) 1953 100

(9) 1960/61-1961/62

(10) 1960/61

(11) 1954/55 = 100

Sources : National publications
Delegation.

ILO Yearbook IQ57, 1962, 1963 ; and Japanese

possible a lower cost of production and higher effi¬
ciency, have more room for manoeuvre. They can
use large amounts of labour and capital to obtain a
high ouput per unit of land, but they may also be
able to earn a satisfactory farm family income with a
comparatively low rate of input and output per unit

farms : however, further information and research
into this question would be desirable.

In the United States, the hired labour force on the

majority of even large-area farms was already reduced
to small proportions some years ago : many of the
remaining workers are skilled men who cannot easily



be dispensed with. Many farms have been given up,
particularly small ones (by US standards), and many
other farms have been able to enlarge their area.
However, the principal means of raising incomes, on
large farms as well as small, has been by using improv¬
ed techniques, better farm organisation and increased
inputs of capital (particularly in the form of current
expenditure) in order to raise production; greater
specialisation has played an important role in this
process. Many of the small-area farms in the United
States have achieved a large size of business and
obtain satisfactory incomes by using large capital
input; this development has taken place in several
lines of production. However, in some cases these
trends raise serious problems of over-supply and
emphasise the need for an overall adjustment in the
amount of resources used in agriculture.

The question arises as to how future changes in
the farm size structure may affect trends in agricul¬
tural production. In many countries, the fall which
has so far taken place in the number of farms has
not added very much to the area of those which
remain, because most of the farms which disappeared
were very small and because in some cases the land
concerned has been taken up for non-agricultural
purposes : consequently, average farm sizes have not
increased very much in absolute terms and the oper¬
ation of the remaining farms has not been greatly
affected. Farm enlargements, moreover, are some¬
times effected by renting additional land on a tempor¬
ary basis. Where amalgamations have taken place,
they are often associated with the consolidation of
scattered plots and other improvements, and in some
cases the operation may pass from elderly or compar¬
atively inefficient farmers to younger and more
capable men : these factors would tend to raise pro¬
duction per unit of land.

Such output-increasing factors might be offset if
the reduction in the number of farms goes fast
enough and far enough for a large proportion of
remaining farms to have an area, size of business and
standard of management such that they can operate
in the more extensive and flexible manner described

above. This might have the result of moderating
the growth in production which is to be expected as
a result of technological progress, as well as of modi¬
fying the pattern of output.

As has been pointed out above, however, larger-
area farms can usually produce either a large or small
output per unit of land, subject to certain limitations
concerning natural conditions, personal characteris¬
tics and attitudes, etc., and depending on which
course is most profitable. An agricultural sector
composed of fewer but substantially larger-area farms
than is now the case (a development which may take
time in many countries) would probably be better
able, in the long run, to adapt its output either
upwards or downwards (though upward adjustment
is generally likely to be easier than downward).
This greater long-term flexibility should also apply
to the pattern of output : large farms can if necessary
- subject again to the limitations mentioned above

concentrate even on lines of production usually
regarded as typical of small farms (dairying is a
major activity of many fairly large farms in the
United States). Short-term flexibility, however, is

limited on many large farms by the large amount of
fixed capital they use.

To achieve a high output per unit of land, large-
area farms have to use big inputs of capital -- both
labour-saving capital in the form of machinery and
rational buildings, and output-increasing capital in
the form of fertilisers, concentrated feedingstuffs, etc.
Their decision as to whether or not to invest in addi¬

tional capital is governed primarily by questions of
profitability, in which product prices, together with
cost factors, play their part.

The influence of prices and the role of official price
policy are discussed below : it may here be noted that
a reduction in the number of low-income farms,
together with improvements in the efficiency and
size of those which remain, should make it less

necessary for governments to intervene in price form¬
ation for purposes of income support. Official
action to promote a better farm structure for pur¬
poses of income improvement may therefore appear
desirable also from the point of view of supply adjust¬
ment, in so far as a better farm structure increases

the feasibility of using such measures as price adjust¬
ments and/or direct controls (such as those referred
to below) as a means of adjusting supply.

A number of measures may be adopted, each of
which may be suited to the needs of a particular
group of farms or farmers. Thus measures to pro¬
mote farm enlargements, consolidation, increased
capital, better manangement, etc., will help in
putting potentially viable farms on a sounder econo¬
mic footing. As regards farms which stand little
chance of providing a standard of living in line with
rising income expectations, retraining facilities and
help for taking up other work and moving can help
the occupants to transfer to other occupations (or to

2. Denmark : farm costs, _
in

'

-10 10-2C

Hired labour 56 21 :

Family labour (1) 1,310 7C

Management <1) 363 37"

TOTAL LABOUR 1,729 1,28!

Feedingstuffs 1,615 1,12;

Seed 79 6!

Fertiliser 165 17!

Maintenance and depreciation 582 52!

Other costs 350 30I

TOTAL COSTS 4,520 3,48i

(1) "Imputed " costs.



other farms), while special pension schemes can help
elderly farmers to retire and make their land available
for re-distribution. Existing measures of this kind
have been described in the Low Incomes report.
They have the advantage of concentrating help on
those who most need it, and are thus more effective

in dealing with the low-income problem than overall
price supports.

f	\

The adjustment of supply
and demand

The trend in aggregate agricultural production
depends largely on the extent to which technological
innovations are available to agriculture and on the
rate at which capital inputs in agriculture take place.
An important influence is of course exerted by devel¬
opments in other sectors of the economy : a high rate
of expansion in these sectors, for example, will accel¬
erate the transfer of agricultural manpower and may
raise the profitability of investment in the other
sectors as compared with agriculture. The profit¬
ability of capital investment in agriculture is also
influenced by the price level for agricultural pro¬
ducts : thus a lower price causes the margin of profit¬
ability to be reached at a lower level of capital input
and of production, and vice versa. The question
arises therefore as to how far price policy, over time,
can bring about an adjustment in aggregate supply.
Price changes of course exert their influence on all the

>m and by farm size group,
1 6j kr. per ha.
SIZE OF FARM (ha.)

20-30 30-50 50-100 100 +

351 436 500 540

383 234 103 18

363 324 278 222

1,097 994 881 780

864 763 667 512

68 62 70 74

178 172 192 228

495 447 420 417

287 252 232 246

2,989 2,690 2,462 2,257

Source : Del laiid<jil{ond))iis/{e Driftsbureau. Unders0ge1-
ser over landbrugets driftsforhold 47, i.del, Ktjtbenhavn
1963 (table 18 of source).

resources used in agriculture : thus a sharp reduction
in the price level, which in the first place would tend
to reduce farm incomes, would accelerate the move¬
ment of labour to other sectors, limit the extent to

which labour is replaced by capital and keep down
the use of capital in agriculture as a whole; it would
also lead to some extent to the transfer of agricultural
land to other uses.

Complete freedom in price formation will not
always have the desired effects on supply; in parti¬
cular, cyclical fluctuations are liable to arise, which
prevent a short-term balance being reached and may
even obscure the directions in which long-term adjust¬
ments should take place. Consequently, official
policy has an essential role in guiding prices for the
major products at least. Official price policy is
however faced with a dilemma, in that if prices alone
are used to maintain the incomes per head of the
active agricultural population at satisfactory levels,
agricultural output may be guided in the wrong
directions; while if prices are guided solely by refer¬
ence to the need for supply adjustment, it may
appear more difficult to maintain farm incomes at the
desired levels. Price policy can therefore acquire
the necessary flexibility only if the income problem
is dealt with by structural improvement and by the
other more direct means referred to above.

The response to price changes, moreover, depends
partly on the farm size and income structure. The
influence of prices on the rate of capital inputs is
strongest on farms which are still in the process of
replacing labour by capital, or which have achieved
a size of business large enough to give them a satis¬
factory absolute level of income; as observed above,
for many small farms in European OECD countries,
increased capital is the main means of obtaining more
satisfactory incomes, and price levels have relatively
little effect on the increase in capital inputs of these
farms. In these countries, the trend to larger farm
businesses, if it is rapid enough, should therefore
increase the responsiveness of the agricultural sector
as a whole to changes in the overall price level.

Given the present situation, the adjustment of
supply to available outlets would involve in many of
the more-developed OECD countries a continuation
of the tendency for agricultural prices to rise less fast
than other prices. Some price reductions have
already taken place and in some cases may be
expected to continue, while in other cases too, price
reductions seem likely to occur. However, it would
also be possible, within certain limits, for price policy
to induce a more rapid increase in agricultural pro¬
duction if this proved necessary in particular if
there proves to be a need for expanded supplies of
food to less-developed countries. In the less-devel¬
oped OECD Member countries, efforts to raise pro¬
duction through structural and technical improve¬
ments, advisory work, etc. may need to be comple¬
mented by a price level and/or by input subsidies
sufficient to encourage expansion.

A flexible price policy should also be able to pro¬
mote adjustments between commodities. The possi¬
bilities for substitution in the production process,
however, vary according to the commodities concern¬
ed, and are affected by natural conditions. Moreover,
the degree of flexibility is also limited by the nature



of the farm organisation : on small farms, the main
cause of inflexibility arises from the difficulty in
reducing the labour input, in that only certain pro¬
ducts can provide the necessary farm income with
the available resources of land and capital, while on
larger farms some obstacles to rapid adaptation may
result from the comparative importance of fixed
capital.

While in countries with a minor surplus of farm
production changes in relative prices of alternative
farm products may shift production patterns in such
a way as to eliminate the surplus, lower farm prices
may not be a sufficient means of regulating farm
production in all countries. Some countries, parti¬
cularly the United States, with a major agricultural
surplus combined with a rapid rate of technological
advance, have found that continuing downward
pressure on farm prices to the extent politically and
socially feasible has failed to offset the growth of
farm output associated with the technological revo¬
lution. Under these conditions, various countries

have tried to keep the growth of supply in reasonable
balance with the growth of demand, through quota
systems and land retirement programmes. Such
measures are usually an attempt to limit the tendency
of price support policies to stimulate excess produc¬
tion. Some such programmes may be unavoidable
in conditions of maladjustment, but they have sever¬
al serious drawbacks unless they are carefully
planned.

One form of quota system is the " global " quota,
under which a lower price is paid or a penalty imposed
when total supplies rise above a certain amount.
Global quotas may discourage production to some
extent and limit governmental outlay on price sup¬
port. However, they are not likely to keep produc¬
tion strictly within the quota, even if there is a big
price differential between quota and non-quota sup¬
plies, because the effect on producers when total
supplies rise above the quota is only that of a gradual
reduction in their return per unit of sales.

For a more precise control of supplies, individual
producer quotas would be necessary. In this case,
each producer receives a certain price for all sales
within his quota and a lower price for all sales in
excess. A significant price differential, therefore,
gives him a strong inducement to keep within his
quota. However, individual quotas are difficult to
administer; they should be designed to ensure that
problems of excess production are not shifted to
other commodities. They also have the disadvan¬
tage of fixing production as between farms on the
basis of historical patterns and restricting subsequent
adjustments in accordance with considerations of
technical and economic efficiency. By making quo¬
tas negotiable between producers, this problem might
be avoided, and desirable adjustments might even
be accelerated.

As regards agricultural inputs, an outflow of agri¬
cultural labour is already taking place and will no
doubt continue : the rate of outflow is largely deter¬
mined by relative wage levels and by employment
opportunities outside agriculture. This outflow helps
to raise incomes per head in agriculture, but its effect
on supply are overshadowed by other changes.
Capital inputs on the other hand, are a major deter-

3. Sweden : changes in
resources used for

agricultural production
(at constant prices- 193H/39 = 100)

>V

Hired labour and

family labour (1)

Buildings and fixed
investment

lachines, petrol,
electricity

Feedingstuffs

Fertiliser/lime

Interest payments

Miscellaneous

TOTAL

Arable land

Index 1959/1960

Total

Agriculture

55

81

230

205

239

104

146

79

91

Per farm

73

107

304

271

315

137

193

105

120

(1) Including some costs for repairs and maintenance

of buildings, farm machinery etc.

Source : HJEIM, L. Del Svensl^a La/tt-

brukets Effc\tiviscringsvàgar Tabell 2 : 28
p. 39. Statens OJfcntligd Utrcdtiingar

k 1963 : 66 Stockholm.

s



minant of the level of output. Increased capital -
fixed capital in particular is an important means
of raising farming efficiency and is not to be discour¬
aged, so long as the farms concerned are capable of
providing a satisfactory standard of living. There
may be cause to influence the amount of capital
used in agriculture; the price level for agricultural
products influences the profitability of investment
and hence, over time, the amount of capital used in
agriculture.

Land retirement programmes concerning part of
the land on existing farms have been important in the
US but seem less likely to be applicable in the condi¬
tions prevailing in European OECD countries, where
insufficient area is a problem of so many farms.
Such part-retirement schemes encounter the difficulty
that farmers tend to take the least productive land
out of production, while the farm's resources of labour
and capital are concentrated on the remaining land.
Voluntary land retirement has also been applied in
the US to entire farms : this type of arrangement has
certain advantages, though again its effectiveness as
a means of supply control is limited by the tendency
for the least productive farms to be affected. Tempor¬
ary land retirement in either form necessitates com¬
pensation for the farmers concerned, which may be
expensive and involves the possibility that problems
of over-supply will recur when the land comes back
into cultivation.

A permanent withdrawal of some agricultural land
is taking place in most countries to varying degrees.
In some cases marginal farm-land is afforested or
used for national parks and other recreational pur¬
poses : such land however does not contribute much
to total agricultural output, so that such programmes
are more relevant to the farm income problem than as
a means of supply adjustment. Other land, which
may be highly productive, is taken away for other
uses, in particular urban expansion, roads, airports,
etc., but the area concerned usually remains small in
relation to the total.

Farmers' organisations can play an important role
in stabilising supplies through co-operative marketing
arrangements, though official supervision may gener¬
ally be necessary to prevent any abuse of monopoly
powers. Contracts between individual farmers or
farm organisations and wholesalers, processors, im¬
porters and exporters, etc., give an assured market
for the producers concerned; the scope for and desir¬
ability of such arrangements is a subject deserving
further study. Where the achievement of a balanced
market requires basic adjustments such as changes in
the amount of productive resources employed, action
on the part of producers alone is unlikely to be fully
effective, and official policy remains important.

Action at the international level is a necessary
complement to national policies of supply control,
helping to ensure that domestic markets are not upset
by fluctuations in international trade. Such action
may also help to make more evident to individual
governments the need for adjustments in their
domestic supply ; international agreements are un¬
likely to be effective unless backed up by appropriate
adjustments on the part of participating countries.
Moreover, action at international level also appears
necessary in order to allow countries with a compar

ative advantage in agriculture to take a fuller benefit
of their situation; in the absence of this opportunity,
the problem of further general economic development
in such countries may in some cases become more
difficult to solve.

r

General conclusions

The achievement of satisfactory incomes for
those working in agriculture, and the adjustment of
agricultural supply to demand, are among the major
tasks of agricultural policy. Higher returns to the
agricultural sector as a whole could be obtained
through increased output, if the necessary outlets
were available. In the less-developed OECD coun¬
tries, substantial increases in demand are to be expect¬
ed, but in the more-developed OECD countries sup¬
plies of some agricultural commodities are tending to
increase faster than effective demand, and in the

absence of official intervention could nol easily be
sold at remunerative prices. There are large unsat¬
isfied needs for food in the less-developed regions
outside the OECD area, which could eventually give
rise to increased demand for the produce of OÈCD
agriculture. On present prospects, however, the
expansion of outlets alone cannot be expected to
enable farm incomes in general to increase in line
with rising income expectations.

Whatever the prospects for increased outlets, the
disparities in income within the agricultural sector
and the difficulties faced by many farmers in raising
their standard of living are bound to lead to a contin¬
ued reduction in the number of low-income farms

a process which may need to be facilitated and
accelerated by official measures. The trend towards
an agricultural sector composed of fewer farms, but
with an improved structure, offers the main hope of
fulfilling expectations of a fair income among the
farm population, and the transfer of manpower to
other sectors can be an important contribution to
general economic growth.

The achievement of a more satisfactory farm struc¬
ture should also facilitate the adjustment of supply,
since farms with a large size of business generally
have greater scope than small farms to determine, in
the long run, their volume and pattern of output.
Further, if the income problem becomes less acute,
governments could have greater freedom to influence
supply through price policy; this development could
be furthered if any necessary income support were
given by means other than prices. Other means of
controlling supply, such as quotas and land retire¬
ment programmes, may be. necessary in certain cases,
but raise various practical difficulties and may impede
desirable adjustments, thus impairing the long-term
efficiency of the agricultural sector.

Measures to deal with these problems by individual
countries need to be complemented by international
action, aiming to ensure that developments in given
countries are compatible with the interest of others.
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COORDINATION

OF ROAD TRAFFIC RULES

IN EUROPE

From 1st January, 1967, Swedish drivers will have to change their ways and
recondition their reflexes : they will be driving on the right like the rest of
Continental Europe. This means a considerable effort for Sweden both in
human and financial terms : the entire system of road signs and signals, for
one thing, will have had to be changed.
There are two reasons for the switch, both of which have long-term implic¬
ations : first there is the question of safety, both for the Swedes themselves,
many of whom travel abroad, and for the large numbers of tourists who
visit Sweden; then there is the economic aspect, since the measure in question
should help to promote trade between Sweden and other countries.
For these same reasons the European Conference of Ministers of Transport
(ECMT), which comprises seventeen European Member countries of OECD
plus Yugoslavia, is concerned with coordinating road traffic legislation among
its Member countries.

Recently the European
Ministers of Trans¬

port jointly signed a
number of texts rela¬

ting to road signs and
signals. These texts establish the

meaning and location of several

types of signs, such as " Priority
road ", " End of priority road ",
" Intersection with one or more

non-priority roads " , " Give way' ' ,

" Stop at intersection ", " Road
intersection".

Before this the Ministers had

already agreed on a number of
definitions and principles concern¬
ing such matters as the use of
lights and signals for all road
users, lane discipline, right of
way, behaviour of drivers at

pedestrian crossings, meeting,

overtaking, turning, speed, motor

horns, motorway traffic.
The work of the Ministers of

Transport in ECMT aims at pre¬

venting road traffic rules in the
various countries drifting too far
apart. These rules have to be
modified from time to time to

meet rapidly changing traffic con¬
ditions : new types of roads are

being built, technical improve¬

ments are constantly being made
and the number of vehicles conti¬

nues to mount ; all of which makes

it essential for governments to
bring their road rules up to date.

The Italian Highway Code, for
instance, dates from 1959, the

Austrian Code from 1961, the

Luxembourg Code was amended

in 1963, and Germany's new

Highway Code is to come into
force in 1966.

This updating of road traffic

rules is designed to meet internal
traffic needs. But ECMT sees

to it that the interests of interna¬

tional traffic are taken increasing¬

ly into account. The growth of inter¬
national trade and tourism, which

OECD is doing its best to promote,
calls for the coordination of legis¬
lation at international level. It is

essential in the interests of safety

that a driver moving from one
country to another should have the
assurance that traffic rules of the

country he is entering, even if not

identical with those of the country
he has just left, are nonetheless

founded on the same basic prin¬
ciples.

The need to coordinate road

traffic rules in Europe gave rise,

logically enough, to the idea of a
single European Highway Code
applicable in all countries. But
this idea has had to be abandoned

for several reasons. In the first

place road traffic rules come

within the scope of criminal law

and must comply with the general
principles of that law, which differ

from country to country ; there

could not therefore be a single
uniform set of traffic rules. Fur¬

thermore no Highway Code can

ever be complete in itself : it is

inevitably open to interpretation

by local authorities. At national

level the question of whether a

rule complies or conflicts with

the Code can be settled by a

central authority, but at European

level there is no such authority.
Lastly, the provisions of a Code
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INTERSECTION WITH ONE

OR MORE NON-PRIORITY ROAD
GIVE WAY STOP AT INTERSECTION

must inevitably be sanctioned by
legal decisions ; the institution of

a European court to deal with
traffic offences does not seem

feasible in view of the vast number

of such offences and the absence of

common principles of criminal law.
Instead the Ministers have decid¬

ed in favour of coordinating the
rules on a continuing basis. They
adopt conclusions establishing the
principles of road traffic. Once

these general principles have
been fixed they can be adapted
by common consent to take
account of new circumstances.

Provision has been made for a

flexible procedure of amendment
whereby each Minister will have

the right to propose an amend¬
ment which after consideration

may be adopted by ECMT.

A system of reciprocal informa¬
tion and consultation on the way
the common principles are applied

under the legislation of the various
countries has also been estab¬

lished . The Ministers have under¬

taken to keep each other informed

of the steps taken or pending to
implement their conclusions and

of decisions taken by the judicial
or administrative authorities which

reflect specific interpretations of

the rules adopted.

Even though common prin¬
ciples are adopted, there will
always be minor differences be¬
tween national rules. The same

regard for safety which has motiv¬
ated the coordination of road

traffic rules makes it imperative
that road users be made aware

of these differences. Ways of

ensuring that drivers are informed

about the highway codes of the

foreign countries they are visiting
are now being studied.

Such information will be confin¬

ed to really important differ

ences in the behaviour expected
of drivers which may affect the
normal flow of traffic or the safety
of road users in general. It will,
for instance, explain the meaning
of certain inscriptions appearing
on road signs, deal with the

special rules concerning cyclist
traffic in some countries, etc.

Pamphlets, posters and hoardings
will be used for this purpose,

thus reducing the possibility of a

driver unwittingly infringing the

regulations and causing danger.

ECMT's work is essentially

practical : it aims to develop
international road traffic by mak¬

ing it as easy and safe as pos¬

sible . Like any other internation¬

al cooperative effort on such an

ambitious scale the progress of
work is slow, since each country

has its own imperative needs ;

steady persistence, however, is

bound to bring results.

ROAD INTERSECTION PRIORITY TO TRAFFIC COMING
FROM THE OPPOSITE DIRECTION

PRIORITY OVER TRAFFIC COMING

FROM THE OPPOSITE DIRECTION
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GOVERNMENT AID

THE SHIPBUILDING
INDUSTRY

Competition between shipbuilders has become unusually intense over the last
decade. The price of new tonnage has fallen, and in most countries a sur¬
plus of shipbuilding capacity has appeared. At the same time there has been
a shift in demand in favour of huge tankers and bul^ dry-cargo carriers,
which has accentuated the depressed level of demandfor other types ofships.
The governments of OECD countries, concerned about the impact of these
developments on their national economies and on world trade, opted for a
joint approach to the study of the sector's problems and in early içôj set
up, under the aegis of OECD 's Industry Committee, a Wording Party on
Shipbuilding. This group not only examined present trends andproblems in
the sector but also made a detailed survey of what the public authorities in
each country are doing to assist the shipbinlding industry and, insofar as
possible, what impact these measures had had on international competitive
conditions. Theirs is the first attempt to assemble in systematic and compre¬
hensive fashion ijtformation on this complex and delicate matter.
The Worthing Party's findings are to be published shortly in a volume entit-
led The Situation in the Shipbuilding Industries.

ç̂
k hipbuilding is an activity in which government aid

^gf has traditionally played an important role, but in
recent years the volume of assistance has greatly increased,
and the forms it assumes have become increasingly
varied.

Depressed conditions in the market for new ships
have been one of the major factors responsible for this
trend, and much recent aid has been aimed at keeping
output at given levels for varying strategic, economic,
social or traditional reasons. In a few countries the

objective has also been to encourage shipyards to convert
to other kinds of production.

CREDIT FACILITIES

The most striking recent development is in the field of
credit. Most OECD governments have taken measures
to make credit for the sale of ships more easily available,
and their operations are on a sufficiently large scale to
have been called a " credit race ".

Extremely diverse in form, governmental credit assist¬
ance can be accorded directly or through financial institu
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tions to the shipbuilder himself, or to the prospective
shipowners. (The Working Party considered the latter
only insofar as they are intended to or actually do benefit
national shipyards.)

The government itself may provide the funds, directly
or through a semi-governmental body, usually at terms
more favourable than those which could be obtained on

the commercial market. Alternatively, the credit assist¬

ance may take the form of a rebate on interest payments,
or government backing for loans granted by private
bodies.

Most often credit assistance has been granted with an
eye to exports : shipyards have been helped to offer
foreign buyers improved terms e.g. a smaller down-
payment, longer repayment period and/or a lower rate of
interest.

In part as a result of intensified competition, the terms
of credit on the sale of new ships have softened. Until
five years or so ago, the usual conditions were a down-
payment plus five years in which to pay the balance.
Today seven or eight years seems to be the rule, and
ten-year repayment agreements are not at all uncommon.

This lengthening of the credit period has been facilitated
by the extension of government credit guarantees of
which the most common form is so-called export credit

insurance. Such insurance is designed to make it
easier for a shipbuilder to obtain funds which in turn
enable him to grant credit to his client. Most OECD
shipbuilding countries (Japan being a major exception)
adhere to the Berne Union, which recommends that the

length of insured loans for exports be limited to five years,
but in recent years most governments have, in the case
of ship exports, extended the period of such guarantees.

"One may wonder", comments OECD's Working
Party on Shipbuilding in its report, " whether such inter¬
vention (in the field of credit) does not influence the
character of competition between the yards of various
shipbuilding countries by causing competition based on
terms of credit to assume disproportionate importance

compared with competition on cost of production, deliv¬
ery and technical considerations. One may also wonder
whether such intervention does not tend to delay the
healthy recovery of the shipping market by excessively
facilitating the acquisition of ships for which demand may
not always exist. In spite of its immediate effects, this
development, in the field of credit, might not in the long
run be to the advantage of shipyards."

SUBSIDIES FOR SHIPBUILDING

The direct grant is also used by OECD governments as
a means of helping shipbuilders. Mostly the yards
receive the funds directly and mainly use them to benefit
foreign owners, that is, to promote exports, whilst in one
or two instances the funds are channelled through the

prospective owner, who is required to spend them in a
national shipyard.

" Countries which have not adopted this system of

intervention consider subsidies detrimental to thejnterests
of world shipbuilding, principally because of their distorting
effect on international competition ", notes the Shipbuild¬

ing Report. " They fear in addition that this form of
intervention weakens the incentive to rationalise and,

more important in present circumstances, discourages the
withdrawal of obsolete shipbuilding capacity. These
countries consider it difficult to justify construction sub¬
sidies as a permanent form of intervention except in
special circumstances for purposes of national security
and then only so long as the amount of subsidy is kept
within the limit necessary to attain these purposes. They
also draw attention to the rules of GATT and to a GATT

declaration concerning subsidies adopted in 1960.
"The impact of direct subsidies is a matter of concern,

although in the case of.construction subsidies restricted
to shipbuilding for domestic account, the effect is limited
to the extent to which the potential demand for ships from

a subsidising country is denied to the international
market. The impact of export subsidies is clearly more
serious since the diversion of export orders to high-cost
subsidised countries inevitably intensifies competition
in the world market among lower-cost producers with a
consequent depressive influence on prices. "

SPECIAL TREATMENT FOR TAXES

Tax concessions to shipbuilders are widespread. In
most countries material used in shipbuilding is exempt
from customs duties, though this exemption may be
limited to exported ships, or the amount of the customs
duty actually paid for such material is refunded. There
also exist customs duty rebate systems taking the form

of lump sum payments.
Other indirect taxes are often treated in a similar way

(e.g. turnover tax, the conveyance duty, invoice tax).
" The impact of this form of intervention in the field

of taxation is, because of its universality, relatively unim¬
portant, but attention should nevertheless be paid to the
potentially harmful effects of rebates which might exceed
the amount of duty paid and become the equivalent of
hidden subsidies. Such hidden subsidies are also covered

by the 1960 GATT Declaration on subsidies. "

OTHER FORMS OF ASSISTANCE

Many other types of aid were revealed by the Working
Party's study. Some of them are used only on a small
scale; others are more important :

Protection of the national market

Customs duties and import restrictions are rare and,
with the exception of one case of complete protection of
the market for ships intended for the domestic trade, the
existing measures seem to have little practical importance
internationally.

Demolition premiums for obsolete ships

The " scrap and build " system, whereby funds are
made available to enable the administration to buy

up obsolete vessels and make grants to the owners
towards a replacement built in the country, is traditional
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in one country. Similar systems have been introduced
by other governments recently, though generally on a
temporary basis, and applying in several countries to
fishing vessels only.

Public purchasing from private yards

This form of intervention may play an important role
in maintaining the level of activity of shipyards. There
are countries in which public orders account for half of
the yards' activities, though in others this element is
negligible. Trends in this field have differed greatly
from country to country in the last few years, a notable
increase in public orders in some Member countries

contrasting with a fall in others.

Public ownership

There is little evidence of public ownership of yards
except in three countries. Even in these, however, it

is hard to assess what effects this factor may have had on
the sector's fortunes.

Contributions to scientific and technical
research

These contributions may be important in a few coun¬
tries; their impact on the material situation of the sector
is, however, not immediate.

Conversion

The structural over-capacity in the sector has induced
a few governments to introduce policies intended to limit
the expansion of building capacity in their respective
countries or even to convert existing capacity to some
other activity. In this respect the most extensive pro¬
gramme is probably that of France, where the system of
subsidies and loans aims at both consolidating the con¬
struction of ships and converting some yards to other
activities.

This enumeration is by no means exhaustive, but may suffice to demonstrate how difficult it is to determine the
extent or impact of any one country's overall system of public assistance to shipbuilding. The real situation is
further obscured by the possible effects on the sector's development of intervention from private sources, and
these are even more difficult to assess.

SHIPBUILDING IN OECD MEMBER COUNTRIES
(Approx. Production ('))

COUNTRY

Unit 1,000 g.r.t.

1954 1956 1958 1960 1962 1964

JAPAN 430 1,774 1,983 1.702 2,131 4,154

SWEDEN 538 513 772 722 868 1,070

UNITED KINGDOM 1,450 1,394 1,393 1,189 1.007 983

GERMANY FR 948 1,068 1,414 1,090 1,014 887

FRANCE 278 300 454 484 460 541

NORWAY 138 177 255 225 393 421

ITALY 200 366 536 432 357 391

NETHERLANDS 380 440 560 593 462 272

UNITED STATES 391 205 679 387 403 269

SPAIN 65 91 132 167 152 261

OTHER OECD COUNTRIES 247 262 420 352 361 387

TOTAL OECD 5,065 6.590 8.598 7.343 7.608 9.636 |
TOTAL WORLD 5.224 6,816 9,095 8.024 8,362 10.515

|1) average : commenced - launched - completed Sources: Lloyd's Register of Shipping ; Cebosine (1964)
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ECONOMIC

THE

OUTLOOK

JULY 1965

In this article the OECD Secretariat assesses the prospects for demand, output and trade during the rest of
this year, as a pointer to the problems emerging for 1966. It takes, as its basis, the present policies of indivi¬
dual governments. By 1966, however, some countries may well have been led to modify their policies; and
this would naturally alter the prospects. The statistical presentation follows OECD definitions, which differ
somewhat from those of individual countries. Unless otherwise stated, all trends have been seasonally adjusted
and the analysis is, as far as possible, in terms of seasonally adjusted trends.

HE MAIN ISSUES

Some slowing-down in the growth of demand and output appears to be
taking place in OECD countries. On presentpolicies next year might see some
further deceleration, but not an absolute fall. This is chiefly because demand
may rise more slowly in the United States as the stimulus of the 1Q64 tax
cut wears off. Some countries, notably the United Kingdom, have had to
restrict demand further this year. The three major countries which took
restrictive action earlier - Italy, France, and Japan - are lively to be showing



a faster rise in output next year : but it is a question how rapid this will be.
Trade between OECD countries is likely to continue to rise, though less fast.
But OECD exports to third countries}^ after growing rapidly, now have poor
prospects offurther increase. One reason is that OECD trade with primary
producers has tnoved sharply out of balance, and a reversal can hardly be
long delayed. Another is that the downward pressure on commodity prices
may reappear, especially ifthe rate ofexpansion in advanced countries eases off.
Marked disparities in the payments positions of OECD countries seem
likely to persist. The sizable surpluses on current account of Italy, Japan
and (to a less extent) France, will probably continue. How quickly they
diminish will depend on how fast internal expansion in these countries gets
going again. Recent measures should greatly reduce the capital outflow both
from the United States and the United Kingdom, affecting many countries
both inside and outside the OECD area. It may further weaken an already
wea^ position in some countries, but the payments positions of Italy, France
and Japan are likely to remain strong.
(i) The term third countries covers all countries other than OECD Members.

DEMAND, OUTPUT, COSTS
AND PRICES

In the later months of 1964 and the early months of
this year output in the OECD area as a whole was rising
strongly, after slowing down during the summer and
early autumn of 1964. In the United States losses due

to the automobile strike in the autumn were made good
and production rose sharply in the first quarter, partly
because of inventory accumulation to meet the threat
of a steel strike. In Europe, industrial production
began to recover slowly in Italy towards the end of last
year, the growth of German output picked up again,
and United Kingdom output showed substantial gains
over the average 1964 level. In France and Japan,
however, industrial production continued to stagnate
during the first half of 1965.

The outlook is for a somewhat slower growth of
industrial production during the remainder of 1965.
A more moderate rise is expected in the United States
after the exceptional first quarter gains. The growth of
production may already have begun to slow down in
the United Kingodm. Recovery should continue in
Italy, but the extent and timing of any significant pick-up
in French and Japanese industrial production still
remains rather uncertain.

Against this background it seems likely that the

growth of real GNP in Western Europe may continue
during the rest of this year at about the 3-3 % Per cent
rate which has prevailed since the middle of last year,
with Germany showing gains well above the average,
and France and Italy lagging somewhat behind. But
with the slowdown in Japan and a more moderate rate
of expansion in the United States, growth in the OECD
area as a whole during the next six months may fall to
an annual rate of somewhat less than 4 per cent, com¬
pared with one of around 4 l/2 per cent in the last
twelve months, and the year-to-year gain of 5 % per
cent recorded in 1964 as a whole.

While it is too early to be clear, this tendency towards
a slower rate of growth may continue into 1966. Much
will depend on the effectiveness of the measures which
the United States Administration has proposed to
maintain the impetus of the expansion in the second
half of 1965 and early 1966. In Germany tighter
monetary policy and reduced profit margins may begin
to have some effect on investment demand. In the

United Kingdom the measures taken are specifically
designed to slow down the growth of domestic demand,
in order to ensure the necessary improvement in the
balance of payments.
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1. THE GROWTH OF REAL GROSS NATIONAL PRODUCT

Estimates and forecasts (percentage changes)

Weight in
1963 (1)

Growth over previous year Development during year (2)

1964 1965 1964 1965

FRANCE 7.3 5.4 2-2.5 4 2-2.5

F.R. GERMANY 8.6 6.8 5 5.5 5-5.5

ITALY 4.1 2.7 2.5 1.5 2.5

UNITED KINGDOM 7.7 5.7 3 4.5 2.5-3

TOTAL 4 27.7 5.5 3.5 4 3-3.5
OTHER OECD IN EUROPE 10.0 6.3 4.5 6 4

UNITED STATES 53.3 4.8 4.5 4.5 4.5<a>

CANADA 3.6 6.3 5.5 5.75 6

JAPAN 5.4 13.9 4.5 12 2-3

TOTAL OECD 100.0 I 5.8 4.25 !5 4

of which : EEC 22.7 5.6 3.5 4 3.5

i half 1965. For countries which

based on available information

ound 4 per cent in the second.

(1) Member countries' GNP for 1963 converted into dollars at current rates of exchange.
(2) Changes from second half 1963 to second half 1964 and second half 1964 to secont

do not have quarterly national accounts these are inevitably very tentative estimates
about the development of output, employment and expenditures.

(a) An annual rate of around 5 per cent in the first half year period, slowing down to ar

A further uncertainty arises with regard to demand months of 1965 compared with 5.4 per cent a year earl-
from outside the OECD area. Although this is only ier. Capacity utilisation has continued to run at about
a small part of the total demand for the products of the rates prevailing last year, rather less than the optimum.
OECD countries, it has been rising very rapidly during Although price increases have become somewhat
the last eighteen months. The rise in exports to the more frequent in recent months, the price rise remains
rest of the world has been equivalent to not far short of moderate, and earnings have kept roughly in line with
y2 per cent of the aggregate GNP of the OECD area productivity gains.

during the last year, and has been an important expan- After so , a jod of unint ted expansion
sionary factor for individual industries and countries. and ice stabiHt it natural that there should be
The indicates are that this will be a much less import- some doubt as to whether k wi be ib]e tQ maintain
ant source of additional demand in the period ahead. the impetus into m6 and ensure a balanced growth of

the various components of demand. Plant and equip-
MAnTTT A îv/rr^r» t/^ a rnent exPer)ditures seem likely to rise less rapidly, and
JNOlYl O AJV1I__R.ICA residential construction is not expected to make any

substantial contribution to the expansion until 1967
Activity in the United States in the coming months (when demographic factors will become highly favour-

will be stimulated by increased social security benefits able). Consumers' expenditure will be stimulated by
($ 2 billion this year with retroactive payments) and the a proposed further $ 1.75 billion cut in excise taxes in
first stage in the programme for cutting excise taxes January, 1966, but this will be more than offset by the
($ 1.75 billion), both of which came into effect in July. impact of higher social security contributions. While it
Despite this, some slowing down in the rate of growth is too early to draw any definite conclusions about policy
is expected, mainly because of some slackening in the measures, it seems possible that further action will be
rapid rise of expenditure on plant and equipment and required to ensure that the rise in consumption keeps in
a lower rate of inventory accumulation. Pressures on step with the growth of productive capacity. But in
the supply side seem unlikely to develop. Unemploy- taking any such action the Administration has to keep
ment, while continuing its slow decline, remains relati- in mind the need for a sustained improvement in the
vely high : an average of 4.8 per cent in the first five balance of payments.
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2. THE GROWTH OF INDUSTRIAL PRODUCTION

Seasonally adjusted per cent change, annual rates <1)

Weight
in 1958

2nd half 1963 to

1st half 1964

1st half 1964 to

2nd half 1964

2nd half 1964 to

Jan-May 1965

NORTH AMERICA 56 6 6.5 10

EUROPE 40 8 2 6

of which : EEC 23 7.5 1.5 6

FRANCE 6 10 4 1.5

F.R. GERMANY 11 10 5 8

ITALY 4 1 5 5(a)

UNITED KINGDOM 11 7.5 3 7(a)

JAPAN 4 15.5 12.5 1

TOTAL OECD 100 8 5 8

(1 ) Changes between each period and the next, expressed at annual rates. (E.g. a change of 2 per cent between one
half year and the next is shown as an annual rate of growth of 4 per cent.)

(a) January-April 1965.

Internal developments and prospects for Canada are
very similar to those for the United States. GNP rose
very sharply in the first quarter of 1965, and although
subsequent progress is likely to be slower, the outlook
is for substantial further growth during the year aided
by the coming into effect of a 10 per cent cut in income
tax on 1st July. The margin of spare industrial capa¬
city has now fallen significantly and unemployment is
down to about 4 per cent. Policy formulation is condi¬
tioned by the prospect of a substantial increase in the
external current account deficit and the possibility that

this may be more difficult than in the past to cover by
capital imports from the United States.

WESTERN EUROPE

In Western Europe recent developments have been
rather mixed; the same is true for the prospects for the
remainder of the year. Most of the policy measures
taken since the late winter have been of a restrictive

nature, the major exception being the reflationary
measures taken in Italy in March.

In Germany expansion has continued at a good pace,
led by investment demand and exports. Consumers'
expenditure has been rising steadily, although the effects
of the January tax cut seem so far to have been damped
by a further rise in the savings ratio. The labour market
has tightened further and capacity utilisation is rising.
The wage rise has been accelerating and despite large
productivity gains the pressure on prices has increased
somewhat, with both industrial prices and the cost of
living up about 2 y2 to 3 per cent over a year earlier.

Internal demand is expected to grow steadily during

the remainder of the year. But monetary conditions
have tightened notably since the beginning of the year,
as the result both of policy measures and the strong
demand for funds. It has been suggested that this,
combined with increasing pressure on profit margins,
may cut into investment demand, which could be a
factor making for a lower rate of growth next year.

In Italy the price and wage rise has slowed down,
and activity has recovered from the depressed levels
prevailing during the summer and early autumn of last
year - - when some stocks were purposely being run
down. As yet, however, there is no clear evidence that
a self-sustaining recovery has got under way. Export
demand has continued strong and consumers' demand
for certain durables has picked up, but the weakness of
investment demand has continued. Prospects for the
remainder of the year depend on how long it takes for
the series of reflationary measures to bring results.
While some further recovery seems likely, there will
undoubtedly still be a substantial margin of unused
capacity at the end of the year.

In France industrial production has moved erratic¬
ally so far this year, remaining below the levels attained
a year earlier. The growth of private consumption has
slowed down further, and demand for machinery and
equipment remains weak; but overall demand has been
sustained by the continued rapid rise of residential
construction and exports. Pressures on the labour
market have continued to ease and the price rise has
slowed down further. There has recently been some
relaxation of the restrictive policy which has been in
force since September 1963, mainly in the field of monet¬
ary policy. Some pick-up of industrial production
seems likely after the holidays, if only because an appa-
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3. THE RISE IN CONSUMER PRICES

Change over latest 12 months compared with change over preceding 12 months (a)

JAPAN (b)
3.4

8.6*
CANADA

2.0

2.2

NETHER¬

LANDS (b)

4.8

4.2
ICELAND (b) (e)

23.4

5.5

ITALY
4.7

5.5

UNITED

STATES (c)

1.6

1.3
SWEDEN

2.8

3.9
IRELAND

7.6*

5.3

UNITED

KINGDOM

3.0

5.0*
DENMARK (g)

2.6

5.4
AUSTRIA (b)

3.1

3.9*
PORTUGAL (b)

2.8

3.1

F.R. GERMANY
2.1

3.1
NORWAY

4.9*

5.3
SWITZERLAND

3.7

2.7
TURKEY (b) (f)

FRANCE
3.6

2.7
BELGIUM (d)

3.9

5.1
SPAIN (b)

3.4

16.3
GREECE

2.1

2.9

0.2

2.0

Note : Countries ranked in each column according to rise in latest
twelve months.

* Partly due to higher indirect taxes.
** Affected by increase in subsidies.
*** Partly due to rises in controlled prices.
(a) Unless otherwise indicated, periods ending variously in

March, April or May, according to the availability of data.

(b) Percentages based on averages for three months.
(c) In January 1964, the coverage of the index was extended.
(d) Excluding rent.
(e) Including direct taxes and family allowances.
(f) Istanbul cost-of-living index, covering only a small number

of households.

(g) Wage regulation index; excluding direct and indirect taxes.

4. SELECTED COST AND PRICE CHANGES IN MAJOR COUNTRIES

Changes over latest 12 months compared with changes in preceding 12 months (a)

United

States

F.R.

Germany

United

Kingdom
France Japan Italy Canada

Consumer prices ex. food
1.5 2.5 2.9 4.2 4.7 6.8 1.9

1.4 2.9 3.4 2.4 4.9 4.8 2.1

Wholesale prices of manufac
0.1 1.0 2.6 2.4 0.5 4.0 1.6

tured products 0.9 2.5 3.7 0.6 2.2 1.1 0.8

Export average values (b)
0.0(c) 0.5 2.0 5.5 0.5

3.0(c) 2.0 2.0 0.0 1.5

Wholesale prices of raw mater
0.7 1.5 3.3 6.3 2.7 3.1 -0.1

ials or intermediate products 2.0 3.4 3.6 0.9 1.0 1.3

2.0(c) 1.0 4.5 1.0 4.5 4.0 4.0(c)
Import average values

2.0(c) 2.0 0.5 0.0 1.0 0.5 0.0(c)

Wage rates in manufacturing (b)
n.a. 6.5<d> 4.5 7.5 10.5 13.5 n.a.

n.a. 8.5<d> 5.0 6.0 11.0 10.5 n.a.

Hourly earnings in manufac
3.5 8.0(d) 9.0 n.a. 12.0 14.5(c) 3.5

turing (b) 3.5 10.5<d> 7.0 n.a. 11.5 11.0<c> 4.5

n.a. Not applicable or not available.
(a) Unless otherwise indicated, periods ending variously in February, March, April or May, according to the availability

of data.

(b) Rounded to the nearest half per cent.
(c) Periods ending in December '64 and December '63 respectively.
(d) Periods ending in January.
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rent de-stocking phase may be coming to an end. But
on present indications it is not clear that this will have
enough impact on incomes and consumption to set off
a real recovery in private investment demand. In
these circumstances the recent tendency for the current
external account to move into surplus may well conti¬
nue during the remainder of the year.

In the United Kingdom labour market indicators do
not yet show clearly any slackening in the growth of
demand. The decline of unemployment has flattened
out since the beginning of the year, but unfilled vacan¬
cies have continued to rise. Cost and price levels have
been coming under strong pressure both as the coun¬
terpart of tax rises made to slow down the growth of
consumers' expenditure, and because of the continuing
rapid rise in money incomes. The current external
account, helped by the import surcharge, has moved
about halfway back towards equilibrium, but the overall
balance has continued to be heavily influenced by spe¬
culative factors.

Even without the series of fiscal and monetary
measures taken since last autumn the growth of domes¬
tic demand would probably have slackened this year
as the rise in fixed investment moderated and the rate

of stock accumulation came down from its high 1964
level. But there may not be much reduction in the
pressure of demand on resources until the end of the
year : if, as is hoped, there is a renewed rise of exports
in the coming months, it may not be until 1966, when
private investment demand begins to react to the change
in the economic outlook, that pressures ease appre¬
ciably.

In most of the smaller industrialised countries in

Europe, expansion continues and the pressure of demand
remains strong. Wage increases have generally exceeded
productivity gains by a considerable margin and the
rise in consumer prices has been in the 4-5 per cent
range. The major exceptions are Switzerland, where
the restrictive measures are showing some effect, and
Belgium where a lack of buoyancy of demand has been
evident since last autumn. In both these countries the

price rise has moderated. In each of the Scandinavian
countries, and some others, further restrictive action

has been taken. For this group of countries, the pro¬
spects are for continued growth during the rest of the
year, but probably at a somewhat reduced rate.

JAPAN
Industrial production in Japan flattened out around

the turn of the year. Fixed investment demand weaken¬
ed and the growth of private consumption was cut
back by a sharp rise in prices (especially food prices).
Export demand continued to rise strongly but may now
tend to slacken off, given probable developments in
some of Japan's major markets. Since the autumn the
authorities have switched over gradually to an easy money
policy. Past experience would suggest that this should
fairly quickly set off a renewed rise in investment de¬
mand. There are some uncertainties, however, rela¬

ted to the difficulties being experienced by a number
of financial institutions, the depressed state of the stock
market, and possible repercussions of the measures
taken to limit the capital outflow from the United
States.

TRADE AND PAYMENTS
OECD trade has been rather more buoyant during

the first half of 1965 than seemed likely earlier in the
year. Information so far available suggests that the
rise in total OECD exports from the previous half year
may have been of the order of 5 per cent about the
same as in the second half of 1964. Two factors have

been mainly responsible for this buoyancy : continuing
strong demand from the primary producers, and a
combination of circumstances which seems to have led

to a bunching of United States imports in the first half
of 1965.

The outlook is for a fairly marked slowdown in the
second half of the year. This is mainly because the
deterioration in the payments position of the primary
producers has now reached a point where some of them
have already had to take action to restrict the rise of
their imports, and where others will soon have to.
This development has important implications for both
OECD countries and the primary producers.

5. FOREIGN TRA

Estimates and forecasts (values, :

*

1964

S

billion

Yea r-to-year <.hangs

1960-62

1963 19

Averages

Imports 113.3 7.0 9.9 12.'

Exports 109.4 5.4 8.6 13.;

1 Exports 73.5 7.8 10.3 13/

p*_l Imports 36.5 4.0 9.5 9.!

Exports 33.6 0.4 6.0 13.'
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1. TOTALTRADE OF OECD COUNTRIES

adjusted for seasonal variations

S billion

Monthly rate

10.0

EXPORTS S billion

Monthly rate

1962 1963 1964 1965

$ billion

Monthly rate

10.0

IMPORTS $ billion

Monthly rate

~At' VDock

10.0

Monthly figures
3-month moving averages
Half-years 1965 : forecasts-SIS

1962 1963 1964 1965

OECD RELATIONS WITH

THE PRIMARY PRODUCERS

The strong upswing in OECD imports from the pri¬
mary producers, which began at the end of 1961, was
interrupted in the third quarter of 1964 and has since
continued at a more moderate rate. In volume terms

these imports were rising at an annual rate of around
8 per cent from the beginning of 1962 to the middle of
1964. This was enough to set off a rise in commodity
prices, which contributed an extra 2 per cent a year

OF OECD AREA

onally adjusted, per cent change)

; Change from previous half year

1965
1964 1965

I II
I II

Forecast Forecast

7-8 5.9 2.9 4-4.5 3.0

8-9 6.2 5.1 4.5-5 2.5

9.0 6.9 3.7 5-6 3.5

4.0 4.0 1.2 3.0 2.0

7-8 6.1 7.9 4-4.5 0.0

to the export earnings of the primary producers in 1963
and the early part of 1964.

The slowdown of growth in the OECD area, parti¬
cularly in Europe and Japan, has so far had a rather
limited effect on the volume of imports; the increase
over the last 1 2 months may have been of the order of
6-7 per cent. But this somewhat slower growth,
combined with developments on the supply side, sufficed
to reverse the rise in commodity prices. The fall in
prices took a few months to work its way through, but
it now looks as if unit values of imports from the pri¬
mary producers may have been about 3 per cent lower
in the first half of this year than they were a year earlier.
The increase in the export earnings of the primary pro¬
ducers between the first halves of 1964 and 1965 may
therefore have been of the order of only 4 per cent,
compared with annual increases of about 9 y2 per cent
in 1963 and 1964.

Is this falling trend in the prices of primary commod¬
ities likely to continue ? Prices reached a peak in
the early months of 1964 under the influence of the
sharp and largely speculative rise in sugar prices. The
subsequent fall in sugar quotations more than offset
the rise in prices of non-ferrous metals which continued
until November. The prices of other agricultural pro¬
ducts remained stable at a relatively high level during
the first three quarters of 1964 but then fell sharply in
the last quarter. Food prices were affected by the
good crops of both tropical foodstuffs and grains ; the
decline in wool prices reflected slackening demand in
European textile industries. Since the beginning of
1965 agricultural prices have moved little either way,
but non-ferrous metal prices, which declined at the end
of 1964 and in the early months of 1965, had recovered
much of the ground lost by the middle of May.
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6. PRIMARY PRODUCT PRICES AND UNIT VALUES OF PRIMARY

PRODUCERS' EXPORTS Indices : 1957 = 100

1962
1964 1965

Q1 Q2 Q3 Q4 Q1 Q2

COMMODITY PRICES <1)

Agricultural
83 102 99 95 92 90 (90)

Minerals and metals 99 106 111 120 133 125 (131)
Total (2) 88 104 102 101 101 98 (99)
EXPORT UNIT VALUES 89 95 94 93 92 (92) n.a.

(1) Source : NIESR Economic Review. London.
(2) Excluding petroleum.

The prospects for the remainder of the year are
rather uncertain. The growth of consumption of pri¬
mary products in OECD countries may slow down a
bit further; with a slower pace in the United States,
industrial production in the OECD area may rise by
only 2-2 % per cent in the coming half year, compared
with an average of 3 per cent in the two preceding
half-years. The downward pressure on commodity
prices could therefore continue, although probably not
to the same degree as in 1964, and not for all products.
If a downward movement of prices were to be combin¬
ed with a somewhat slower growth in the volume of ex¬
ports, this might mean that the export earnings of the pri¬
mary producers would rise little during the rest of 1965

Most of the primary producers, with the exception of
the oil-producing countries, have been affected by this
changing trend, but their ability to import from the
OECD area will vary greatly since there are wide differ¬
ences in the general economic and financial positions
of different groups.

The less developed countries

The less developed countries (which supply 75 per
cent of OECD imports from the rest of the world) took
quite a long time to recover from the setback to their
export earnings in 1961-1962. Only in 1963 did they
begin to increase their imports from the OECD area
again on any scale, and even then the movement was
limited to Africa and Asia. Having reconstituted their
reserves in 1963, however, they were able to finance a
substantial rise in imports in 1964 (10 y2 per cent), with
Latin America making up some of the ground lost earlier
(Table 7).

As a result of this rise in imports, the trade deficit
of the less developed countries began to widen again
quite early in 1964; and this trend was accentuated in
the second half of the year, when growth of their export
earnings began to slacken. The other elements in the
balance of payments of these countries with the OECD

area are not fully known. 1964 probably saw only a
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very modest increase in official aid, because of a rising
burden of debt amortisation. And net payments by
the less developed countries for services and transfers
probably rose substantially, a major factor being in¬
creased payments of interest and dividends, notably to
the United States.

Against this background the rise in reserves was
halted around the middle of last year, and if it had not
been for substantial borrowing from banks in OECD
countries, mainly the United States, there would have
been a significant fall over the year as a whole (Table 8).

7. OECD TRADE WITH T

IMPORTS FROM

$

billion

1964 <1>

Annual in

1960-62 19=

LESS DEVELOPED COUNTRIES 27.5 3.0 9

of which : Africa <2> 5.8 2.3 (a) 7

Latin America (2) 8.2 2.8 7

Asia (2) 6.1 -12.8 10

Oil producers <3) 6.9 4.2 11

AUSTRAUA, NEW ZEALAND,

S. AFRICA (4)
5.5 8.1 c

TOTAL 33.0 3.8 c

(1) Since this table is based on customs data, the absolute figu
balance of payments basis in table 9.

(2) Excluding oil producers.
(3) Bahrein, Iran, Iraq, Kuwait, Libya, Saudi Arabia, Venezuela.



Apart from the oil-producing countries, who have
continued to increase their reserves, signs of strain
among the less developed countries have become increas¬
ingly apparent. In Latin America, Brazil imposed
import restrictions as early as last October; Uruguay
and Argentina devalued their currencies early this year,
and Uruguay imposed a complete ban on imports for
two weeks at the beginning of June; both Chile and
Argentina have sought agreement to re-schedule their
debt repayments. In Asia, India introduced a 10 per
cent import surcharge in February, and is now consi¬
dering a drastic cut in import licensing for the 12-month
period to end-March 1966. Ceylon is also in diffi¬
culties. In Africa some countries in the franc area are

benefiting from an increased capital inflow (mainly from
the European Development Fund), but some other
countries, notably Ghana, are reported to be running
short of foreign exchange. During the six months to
end-April eleven less developed countries obtained
standby agreements from the International Monetary
Fund (IMF) for a total of $ 498 million, the largest
being for India ($ 200 million) and Brazil ($ 125 million).

In addition to assistance from IMF, some further

increase in official aid disbursements is likely this year.
But given the overall financial position of many of the
less developed countries, and the rather less favourable
prospects for their export earnings, it seems possible
that their imports from OECD countries will cease to
grow so rapidly and might show an actual decline in the
second half of the year.

PRIMARY PRODUCERS

EXPORTS TO :

3 % $

billion

1964 <1>

Annual increase %

1964 1960-62 1963 1964

9.1 24.3 0.7 5.2 10.4

12.8 5.2 1 .4 (a^ 9.4 6.2

6.4 7.0 0.2 - 4.0 13.6

9.2 8.4 9.0 11.1 7.2

10.5 2.6 3.4 2.9 20.2

, 11.0 5.5 2.0 11.1 22.8

9.4 29.8 0.2 6.2 12.5

1964 cannot be used to derive the trade balances shown on a

1) Includes Finland.

|) Excluding French imports from and exports to Algeria.

2. OECD RELATIONS WITH
THE REST OFTHE WORLD
	adjusted for seasonal variations	

With the growth of imports slackening vvhile ex¬
ports rose strongly, OECD's trade surplus has been
widening rapidly (since the beginning of 1964)...

3 2$ billion Monthly rate	$ billion Monthly rate

2.0
HUH

3-month moving averages
ir } Half-years 1965 : forecasts

2.4

fMK'IIIMI'W 111 W______!___

1962 1963 1964 1965
... this mainly reflects a growing trade deficit for
the primary producers...

g $ billion Quarterly rate	$ billion Quarterly rate n

... Whose reserves began to fall after mid - 1964

g g S billiori Quarterly rate S billion Quarterly rate g g

1962 1963 1964 1965
(1) Exports and^ imports are on a customs basis, but their respective

scales have been shifted to show roughly the relationships on a
balance of payments basis
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8. RESERVES OF THE PRIMARY PRODUCERS15

$ billion

end-1962 mid-1963 end-1963 mid-1964 end-1964 most recent

LESS DEVELOPED COUNTRIES 9.2 10.0 10.1 10.3 10.3 10.4<a>

of which : excluding oil producers (7.3) (7.6) (7.8) (7.8) (7.7) (7.7) M
INDUSTRIALISED COUNTRIES 2.3 2.5 2.9 3.1 3.0 2.6<b>

TOTAL 11.5 12.5 13.0 13.4 13.3 n.a.

(1) Partly estimated from U.K. sources.
(a) Estimate for end-March.
(b) End-May, partly estimated.

The industrialised primary
producers

The industrialised primary producers Australia,
New Zealand and South Africa (') - - recovered more

quickly from the 1960-1961 setback (Table 7). With
their stronger financial position they were able to
increase their imports from OECD countries by 1 1 per
cent in 1963 and by as much as 23 per cent in 1964.
This rapid rate of increase has continued so far in 1965.

High gold sales in 1964 were just about offset by a
decline in the inflow of private capital, so that the
deterioration in these countries' trade balance with the

OECD area was fully reflected in the movement of their
reserves. Official reserves, which had risen by $ 0.8 bil¬
lion in the 18 months up to the middle of 1964, declined
slightly in the following six months, and fell sharply
in the early months of 1965, partly for seasonal reasons.
By the end of May the decline for the group as a whole
over the previous 12 months amounted to about $ 630
million. Australian reserves had fallen to $ 1,610 mil¬

lion, nearly 20 per cent below the previous peak, and
South African reserves had fallen to $ 498 million,

30 per cent down on end-1963 (2).

In New Zealand the first move towards a more

restrictive monetary policy came in May with a request
to the trading banks to cut overdraft limits by 5 per cent
by the end of the year. In Australia the reserve loss is
beginning to cause concern, and new policy measures
are under consideration. It nevertheless seems likely

(1) The figures quoted also include Finland.
(2) At the end of 1964 the reserves of the industrialised

primary producers were equivalent to 6 % months'' imports
from OECD countries ; for the less developed countries as a
whole the figure was 5 months, and for the less developed
countries other than oil producers about 4 months. There
are big variations from country to country, e.g. 2 y2 months
for India, compared with around 12 months for Malaysia
and Thailand.

that after allowing for seasonal factors the trade
balance of the industrialised primary producers may
continue to deteriorate during 1965. This could be
aggravated if the measures taken by the United States
and the United Kingdom affect the flow of private
capital to these countries. Thus, while the prospects
are that they will continue to increase their imports
during the remainder of 1965, it may be doubtful if this
will continue in 1966.

OECD RELATIONS

WITH
SINO-SOVIET COUNTRIES

OECD relations with Sino-Soviet countries have been

dominated by the exceptional wheat sales of late 1963
and early 1964. Largely as a result of these sales, the
OECD area's exports to these countries rose by $ 700 mil¬
lion to $3.7 billion between 1963 and 1964, and its

trade surplus rose by $ 400 million. The financing
needs were to some extent anticipated by heavy gold
sales of over $ 500 million in 1963; in 1964 these fell

back to around $ 350 million, the extra wheat pur¬
chases being met partly by running down Euro-dollar
assets acquired in 1963. The prospect is for substan¬
tially lower wheat sales this year, which will be only
somewhat offset by rising sales of machinery and equip¬
ment. Total exports seem likely to be lower than last
year.

OECD TRADE BALANCE
WITH THE REST

OF THE WORLD

For the OECD area with the rest of the world as a

whole, there was, then, a substantial increase in the

trade surplus in 1964 both with the primary producers
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and the Sino-Soviet countries, amounting together to
over $ 1 billion. This trend has continued in 1965 with

the main contribution coming from the industrialised
primary producers. The trade surplus in 1965 as a
whole is therefore likely to show a further substantial
increase, probably of the order of at least another
$ 1 billion. But most of this was probably already
achieved by the middle of this year; and the financial
position of the primary producers has now reached a
point where a reversal of this trend seems imminent.
This, together with the rather moderate prospects for
their export earnings in the immediate future, suggests
that the growth of their imports will have to be slowed
down fairly drastically. In many of the less-developed
countries action in this direction has already been taken;
in the industrialised countries it seems likely that similar
action will have to be taken before the end of 1965.

The timing of the change is necessarily uncertain, but
on balance it seems possible that there may be little, if
any, further rise in total OECD exports to the rest of
the world during the remainder of 1965.

9. OECD TRADE BALANCE1'

WITH THE REST OF THE WORLD

$ billion

1962 1963 1964

Less developed countries 1.2 0.1 0.4

Australia, New Zealand, South Africa (2) 0.3 0.4 0.8

Sino-Soviet countries 0.4 0.2 0.6

Total 1.9 0.7 1.8

(1 ) F.o.b., balance of payments basis
(2) Including Finland

INTRA - OECD TRADE AND
TOTAL OECD EXPORTS

There may also be some slowing down in the growth
of intra-OECD trade in the remainder of 1965 compared
with the high rate which appears to have been achieved
in the first half. For the most part, this would reflect
a temporary flattening out of United States imports,
which were boosted in the first half of the year by high
imports of steel, notably from Japan, in anticipation of
a steel strike, and certain other special factors. Little
increase is expected in United Kingdom imports during
the rest of this year, and the strong rise in German
imports may also moderate somewhat. On the other
hand, the three countries where stabilisation programmes
have had the most impact on internal demand Italy,
France and Japan may make a bigger contribution
to the growth of trade than they have in the recent past.
This is likely in the case of Italy where some recovery
is already under way; it is also possible that Japanese
and French imports may begin to recover from their

3. INTRA-OECD TRADE
	adjusted for seasonal variations

$ billion

Monthly rate
7.0

EXPORTS
$ billion

Monthly rate
7.0

4.5:

y
Dock strike l

Monthly figures
	 3 month moving averages
it: Half years 1965 ; forecasts

4.5

1962 1963 1964 1965

present depressed levels before the end of the year.
Demand from the smaller OECD countries seems likely
to continue to increase fairly steadily.

Taking together demand from inside and outside
the OECD area, the general picture seems to be a less
rapid rate of growth of total OECD exports in the second
half of 1965 : the increase may be of the order of 2-3 per
cent compared with increases of about 5 per cent in
each of the preceding half years (Table 5). There
should also be a marked change in the pattern of de¬
mand for OECD exports. Over the last twelve months
countries outside the OECD area have accounted for

two-fifths of the total increase in OECD exports, and to¬
gether with the United States have been responsible for
over one half of the total increase in demand. Germany
and the smaller OECD countries have contributed about

one-fifth each to the total, while the United Kingdom,
Italy, France and Japan together showed virtually no
increase at all in their imports from other OECD
countries. For the remainder of 1965, however, little
further contribution seems likely from the rest of the
world or the United States. The main expansionary
impetus should come from Germany, the smaller OECD
countries as a group and (as and when domestic demand
picks up) from Italy, France and Japan. The slower
growth of OECD exports could become quite marked
by the end of the year if the primary producers took
vigorous action to cut back their imports, and if there
were no pronounced rise in French, Japanese, and Ita¬
lian imports. This slowdown would in part be tempor¬
ary, related to special factors in the United States, and
to hesitation in the process of re-expansion in the
French, Italian and Japanese economies. But other
factors are more deep-seated : the difficulties of the
primary producers are likely to continue into next
year; and there will remain little room for the United
Kingdom's imports to increase in 1966.

(continued on page 28)
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10. Shares of Selected Countries in Total OECD Exports
half years, seasonally adjusted

1963 1964 1965

I I II
I

Estimates (1)

FRANCE 8.5 8.4 8.1 8.3

GERMANY 14.9 15.1 14.6 15.1

ITALY 5.4 5.3 5.5 5.9

UNITED KINGDOM 12.9 12.0 11.5 11.4

UNITED STATES 23.0 23.1 23.7 22.1

CANADA 6.7 7.1 7.0 6.6

JAPAN 5.6 5.8 6.4 7.2

OTHER OECD 23.0 23.2 23.2 23.4

TOTAL OECD 100.0 100.0 100.0 100.0

(1) Assessment of relative export performance in the early months of 1965 is rendered particularly difficult because of
the dock strike in the United States. These estimates for the first half year, based on incomplete information, are
subject to a substantial margin of error.

EXPORT PERFORMANCE
OF INDIVIDUAL

OECD COUNTRIES

Three important factors affecting the overall export
performance of individual countries during the last year
have been :

(a) The differing impact of the sharp fall of Italian
imports and subsequent slow recovery after the
middle of 1964. This particularly affected Germany
and the other main European exporters of manufac¬
tured goods.

(_>) The relative importance of the rapidly expanding
markets in the primary-producing countries. This
notably benefited Japan,

(c) The rise and subsequent fall of wheat sales to

Sino-Soviet countries. This affected Canada and

the United States.

More generally, the tendency for Japan and Italy to
increase their shares in almost all markets seems to have

continued.

Export performance in the remainder of 1965 may
reflect quite strongly the changing regional pattern of
demand. Japan, in particular, seems likely to be adverse¬
ly affected by the developments expected in the pri¬
mary producing countries and the United States. The
United States and Germany may be especially affected
by less buoyant demand in the less developed countries ;
by the beginning of 1966 United Kingdom exports may
begin to be affected by action taken to slow the rise of
imports to Australia, New Zealand and South Africa.
The prospects for Canadian and United States agricul¬
tural exports are much less favourable than last year.

If, as seems lively, exports to third countries show little rise in the near
future, this will be one factor that may tend to slow down the growth of
output in OECD countries. It is, however, not the main factor ; if the rate
of growth of output falls off later this year or in iq66, trends in internal
demand are likely to be the main reason. But these trends are not inevitable ;
and in some countries there would seem room for policy to provide greater
stimulus to demand. If this too^ place it would increase the demand of
OECD countries for the products of third countries, and thus help them to
maintain their demand for OECD exports.

28



PUBLIC EMPLOYMENT

	SERVICE	

cornerstone of an active manpowerpolicy

So that employers, trade union leaders and representatives of other important policy¬
making groups can J^eep in touch with current thinking on major manpower issues, the
Social Affairs Division of OECD's Manpower and Social Affairs Directorate has a pro¬
gramme ofseminars for these groups.
At the most recent seminar, held in Madrid last March, the topic for discussion was the
relationship between management and the public employment service. Employers' repre¬
sentativesfrom fifteen countries attended, as diddirectors ofemployment services and other
high-level government manpower officials. The keynote speaker was Sir James Dunnett,
Permanent Secretary ofLabour ofthe United Kingdom.
The papers presented at the conference, plus a résumé ofthe discussion that too^ place and
a number ofarticles presented as background information in all an extensive documen¬
tation on employment services will be published shortly. This af^ticle is based on infor¬
mation presented at the seminar which reviewed conditions in all countries but focussed
particularly on Denmar\, Germany, Sweden, the United Kingdom and the United States.

A
I % s OECD Member governments take steps

-A- B> to implement an active manpower policy,
their employment services are being transformed. An
agency that has often been associated, in the minds
of employers and employees alike, with the unem¬
ployment queue and hard-to-place workers is being
called upon to expand its coverage so as to include a
wide range of employees and jobs; to provide up-to-
date information on current manpower develop¬
ments, conditions and estimates of future needs; to
encourage mobility and flexibility on the part of
workers and recruitment of new groups ; and to help
prevent unemployment and labour shortages rather
than merely dealing with their consequences. The
employment offices are becoming national and local
manpower agencies, providing services to all groups
in the community, helping develop programmes to
promote its economic growth and the utilisation of
its total human and other resources, and taking part
in the formulation and implementation of a national
manpower policy.

A thorough re-examination of the public employ¬
ment agency is being carried out in a number of
countries; many improvements have already been

made and others are in process or contemplated.
The transition will require more funds, more and
better-trained personnel, but perhaps the most diffi¬
cult problem will be to get people to recognise the
new positive role that the employment offices seek
to play.

Separation offunctions

One widely-advocated means of improving the
public image of employment services is to separate
physically -- and in some cases administratively
the payment of unemployment benefits from place¬
ment activities. These two functions have become

intertwined in most countries because, among other
reasons, the ordinary test for bona-fide unemploy¬
ment is whether or not a man will accept a job when
one is offered. Joint administration was the rule in

the US, for example, from the 1930's to the early
1960's, but a 1961 study of the effectiveness of
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employment offices in placement and recruitment
showed that the greatest shortcomings were to be
found in the largest cities where the two functions
were most closely integrated. Not only were quali¬
fied workers discouraged from using the service by
the presence of unemployment-insurance benefi¬
ciaries, but in periods of high unemployment claims,
members of the placement staff were being drawn
away from that function to cope with the insurance
work load. As a result, a programme of separating
the two functions was undertaken and, by October
of 1964, had been completed in 46 large cities. The
placement staff in these offices now has more time
to make visits to employers, and the surroundings
have been made more attractive. Liaison is main¬

tained with unemployment-insurance personnel for
the exchange of information : if an unemployed
worker refuses what is thought to be a suitable job
referral, the placement officer will notify the benefit
office. Since the change, the employment offices
have had a substantial increase both in vacancy
notices received from employers and in the number
of placements made.

In Canada too, as the result of the study of a spe¬
cial commission, the National Employment Service
was separated last spring from the Unemployment
Insurance Commission.

Its clients : a representative
cross-section

Traditionally the main concern of public employ¬
ment offices as far as placement goes has been the
unemployed worker. But it is widely believed that
if the service is to be a key force in manpower policy,
if if is to attract a wide variety of employers, it must
have access to a representative cross-section of work¬
ers including those who are employed but want to
better their jobs. And it must represent not only
manual or service workers but skilled personnel as
well and in particular the white-collar group, which
is becoming an ever larger portion of the labour force.

A number of employment services have made
special efforts to widen their coverage and to include
some specialised groups for which employers may
have a particular need. In the United Kingdom 38
of the largest labour exchanges have a professional
and executive register, 27 a section for nurses. In
Frankfurt there is a special office for job-seekers with
university training and one for workers in the hotel
and restaurant trade. Specialised offices have also
been set up for office employees, handicraft workers,
and more specialised employees such as riding masters
and tenders of kneipp baths (a water cure used in
Germany). Sweden has public employment exchan¬
ges for seamen, artists and musicians and has recently
been seeking ways to increase the service rendered to
white-collar workers. The US has several specialised
services including one which handles recruitment at
the annual conventions of such professional groups as
economists, social workers, psychiatrists, pharma¬
cists, teachers and anthropologists. Such meetings
have traditionally been the locus for much job-

seeking and recruiting effort, but the public employ¬
ment service has formalised and systematised this
activity.

Geographic coverage

A well-functioning public employment service
requires not only occupational but also geographic
comprehensiveness, and a number of governments
therefore face the task of welding what have essen¬
tially been local exchanges into a national system.
In Norway, county employment offices have recently
been transferred to the central government, and a
Danish Commission has proposed a national integ¬
rated system of public employment offices.

A number of countries have developed effective
regional and national clearance systems. In Sweden,
for example, the normal procedure when a local
office cannot find a candidate for a vacancy in its
territory is to include the job in a list sent daily to
the Labour Market Board in Stockholm. Copies of
this list are then distributed to all offices (and to the
part-time agents who handle the employment-office
work in sparsely populated parts of the country). Once
a week the Board issues a nation-wide listing of avail¬
able jobs in the Vacancy Gazette, which has a slick-
magazine format. Both employers and employees
have the right to contact offices in areas other than
their own, and they make frequent use of this right.
In Hie US there is a Professional Office Network

System for white-collar workers. It includes 120
local employment offices, each of which has direct
contact with every other by telephone or direct tele¬
type. The US Employment Service also has a
Labour Inventory Communications System for auto¬
matic processing of data on activities of state and
local offices.

The question ofpenetration

Manpower specialists have speculated about how
much of a country's recruitment should be handled
by the public service if the latter is to play an effec¬
tive role in an active manpower policy. But they
have not yet come to any concensus of opinion on
the matter. The actual degree of penetration varies
widely. In the United Kingdom and Sweden it is
estimated that about a quarter of all placements are
made by the public service. The US average seems
to be about 16 per cent, but the rate ranges from
6 per cent for mining to roughly 30 per cent for manu¬
facturing and also differs from area to area. The
techniques for measuring penetration, the data and
the concepts themselves are not, however, generally
regarded as adequate.

There have been experiments in OECD countries
with trying to channel all hiring through public
employment offices. In Germany the Federal Min¬
ister of Labour has the legal authority to require
employers to register vacancies with the employment
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An up-to-date employment office in the United States.

service in case of large-scale unemployment, but the
right has never been invoked. In other countries
specific incentives have been proposed to encourage
employers to register vacancies with the public ser¬
vice on a voluntary basis.

In some countries agencies other than the public
employment service carry on placement activities :
e.g. union hiring halls, professional services, non¬
profit community organisations, schools and private
fee-charging agencies (1). But even in countries
where the public employment service is, in effect,
the only one, there are other channels of recruitment

newspaper advertising, for example, referral of
friends and relatives by workers already employed.
In Germany, where placement and vocational guid¬
ance may only be carried out by the Employment
Service (other bodies require special authorisation
and there are very few), it is estimated that roughly
70 per cent of the hiring takes place through these
alternative channels.

Selling the public service

In most OECD countries, therefore, it seems likely
that the employment services will have to increase

(\) Government attitudes as to whether or not private
profit-making agencies should be permitted differ sharply
from country to country. In some countries they are numer¬
ous; others, e.g. Sweden and Germany, have prohibited
them for various reasons, including the fear that they will
encourage turnover whether or not this is in the interests of
employers or employees. An ILO convention aimed at the
elimination of these agencies has been signed by some but
not all OECD Member countries.

their role in the recruitment process by their own
efforts. There are, moreover, increasing indications
that employers are coming to feel the need for effi¬
cient and adequate public employment services and
that they are in favour of improving these agencies.
As firms experience a tight labour market, as their
operations expand from one plant to a multi-firm
operation covering a wide geographical area, and as
their area of recruitment grows, many employers are
finding other types of agencies less satisfactory.
OECD's employer seminar in Madrid underlined
some of the weaknesses of existing services as seen
by management and gave employers the opportun¬
ity to make constructive suggestions as to how
employment offices might be improved. (Since the
main purpose of the seminar was to exchange views
rather than to draw conclusions, these points do not
represent a concensus of opinion.)

A number of the employers' representatives felt
that public employment services could be improved
if management and labour were directly involved in
policy formulation. Employers in countries where
management and labour are represented in the admin¬
istration of the service generally endorsed such
systems.

The governing body of the Swedish Labour Market
Board is multipartite, consisting of 11 members, two
appointed by the employers' federations, two by
the trade unions and others representing salaried
employees, professional associations, agricultural
groups and women workers. This multipartite form
of organisation extends to the level of the county
labour office.

Advisory committees at national and local level in
the United Kingdom represent both employers and
trade unions; and the German employment service,
formerly under the Minister of the Interior, is now
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an autonomous body with tripartite representation
at national, regional and local levels.

Improved training of placement officers : it was
suggested that public employment office personnel
acquire a first-hand knowledge of their requirements.
Other suggestions were made as to how to improve
the calibre of the staff. Higher salaries would in
many cases prevent capable employees from leaving
the service.

Placement officials should obtain and present to
employers more detailed information about workers
than they do in many countries. Bather than a
mere list of names, it is important, some employers'
representatives felt, to have an occupational identity
card for each worker indicating previous job exper¬
ience, aptitudes, qualifications, studies, ambitions,
willingness to move or work at a distance from home.
Tests should be used to determine a worker's voca¬

tional aptitudes.

Employers should be kept well informed about the
work of the service, insofar as possible through per¬
sonal visits by the placement staff to the plant or
office. Notices and pamphlets with wide distribu¬
tion would also be a help.

Specific assistance should be provided to help
employers submit their requests for personnel in a
form which is suitable for handling by the employ¬
ment office.

Some employer's representatives, suggesting that
the real test of an employment office is its ability
to bring to light untapped reserves of manpower in
a period of shortage, felt that the service should co¬
operate with management in seeking ways to utilise
manpower more effectively. A kind of " technical
assistance " programme is offered by the US Em¬
ployment Service which counsels employers on how
to reduce turnover and absenteeism, how to test

employees, how to improve organisational forms and
other management problems (but not on wages,
plant layout, or matters involving trade unions).

Ways in which employers could help the public
employment services function more effectively were
also put forward at the seminar. There was near
unanimity that employers should inform the services
of impending shutdowns and large layoffs so that
early action could be taken to help place the workers
and, if necessary, to help them move to other areas.
Advance warning would also contribute to the man¬
power authorities' ability to keep track of overall
trends in employment and unemployment.

Several countries already have advance warning
systems in operation. Under the terms of a 1952
agreement between employers' associations and the
Swedish Labour Market Board, management must
notify its county labour office two months in advance
if a plant is to be shut down or production suspended
for more than two weeks. If there is to be a cut in

output or a reduction of the work week affecting a
significant portion of the firm's labour force, notice
is to be given as far in advance as possible. Planned
seasonal reductions in work force are also reported.
The county labour office, for its part, agrees not to
reveal the information, which might be competitively
damaging.

In Germany notification of impending dismissals
is required by law if more than a certain proportion of

the work force is affected. Employers must submit
to the labour exchange a report of their intentions in
writing and with it a statement giving the opinion of
the plant's works council on the matter. Dismissals
are not effective until the notice has been received,

and for a month thereafter are blocked unless approv¬
ed by a regional tripartite committee.

The US inaugurated an early warning system in
1962 under which state employment service agencies
report actual or anticipated layoffs of 100 or more
workers and describe the actions taken or planned
by the local employment offices concerning the layoffs.

It was also suggested that management might help
the manpower authorities in their informational task if
they notified the employment services of vacancies even
when actual hiring is done through other channels.

Costs and benefits

Making public employment services more effective
agents of manpower policy will require additional
resources in virtually every country. Bertil Olsson,
Director-General of the Swedish Labour Market

Board, noted that 1 per cent of the Swedish national
budget is currently devoted to regional and local
employment offices. He thought that this figure
could usefully be increased to 1.5 or 2 per cent, which
would mean between 0.35 and 0.50 per cent of
per capita national income. The desirable figure
would, of course, differ from country to country.

Manpower specialists have attempted to find
techniques for weighing the increase in costs against
benefits gained. One experiment, conducted by the
Indiana State Employment Service, provided special
assistance and funds to a typical local office in a
medium-sized city with a fairly representative distri¬
bution of the important industrial and occupational
groups. It was found that the addition of five
experienced interviewers and one clerk to a staff of
29 (a rise of 20 per cent) resulted in an increase in
non-agricultural placements of 69 per cent - - from
2,415 to 4,082 over a period of six months (com¬
pared with the same six months of the previous year).

There is an increasing tendency, however, to
measure the benefits obtained from an increase in

resources within a broader framework and to include

in the calculation the value of production which
would have been lost because of vacant jobs and the
gains to workers resulting from elimination or reduc¬
tion of periods of unemployment. One state employ¬
ment service in the US estimated that efficient recruit¬

ment and referral methods, capable of reducing the
time necessary to fill a job by one week, would add
more than % 52 million yearly to the incomes of
workers in the state and would reduce unemployment
insurance costs by $ 4.6 million. No precision can
be attached to these figures and they would not
necessarily apply to other states or countries, but
they may be regarded as an indication of the order
of magnitude of the benefits that might be expected
from an efficient public employment service in the
context of an active manpower policy.
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FOOD

IRRADIATION

a new field for

international collaboration

Millions of tons of foodstuffs are lost each year because
of poor preservation and distribution facilities. Nuclear

irradiation can improve the keeping qualities of many such
foodstuffs, and could offer considerable promise for reduc¬
ing this annual wastage. Under an Agreement between the
OECD's European Nuclear Energy Agency, the International
Atomic Energy Agency and the Oesterreichische Studien-

gesellschaft fur Atomenergie a number of countries are

participating in a joint research programme at the Austrian
Nuclear Research Centre of Seibersdorf.

The preservation of food beyond
its natural keeping period
by methods such as drying,
smoking and curing has been

practised since prehistoric times and
these methods are still being used.
However, although in many cases
they give excellent results as regards
taste and flavour, they sometimes
cause a loss of nutritional essentials

in the food product.

Even canning, which nowadays is
probably the most widely used pres¬
ervation method, can also induce

undesirable effects involving structur¬
al changes and losses of biological
value mainly caused by vitamin de¬
struction and protein denaturation.

The use of refrigeration techniques
in food preservation offers great
advantages. Many products with a
high sensitivity to spoilage can be
stored for months without under¬

going severe changes if the storage
temperatures are kept sufficiently low.
Refrigeration techniques however re¬
quire expensive freezer plants, and
not only the storage but also any
handling of the preserved products
must be done under constant low

temperature conditions. Any sub¬
stantial temperature rise, even for a
short time, can cause undesirable

changes and spoilage.
There exists therefore a very real

requirement for a preservation tech¬
nique which causes only slight altera¬
tions in the treated food products and
which does not need expensive hand¬
ling and storage systems.

FOOD

IRRADIATION

Although a patent covering the
use of ionising radiation for the pres¬
ervation of food was filed in France

as long ago as 1930, it was not until
some twelve years later, in the United

States, that the first comprehensive
experimental work on food irradiation

began. From 1942 onwards, the US
Army placed a series of research and
development contracts with various
organisations and institutes such as
the Massachusetts Institute of Tech¬

nology, Brookhaven National Labora¬

tory and Columbia University. Results
of this work began to be published

by the organisations concerned du¬
ring 1947-48, by which time work
on food irradiation was also under

way in the United Kingdom at the
Low Temperature Research Station
in Cambridge.

By 1950, the US Atomic Energy
Commission had begun its own
studies of the effects of gamma rays
and fission product irradiation on
foods, and the Ministry of Defence
had also become interested in the

subject. US research effort in the
field was considerably broadened in
1953-54 when the Army took over
all work being done by the USAEC
and the Ministry of Defence.

A certain number of reports on food
irradiation were submitted to the

First United Nations Conference on

the Peaceful Uses of Atomic Energy,
held in Geneva in 1955, and shortly
afterwards a report published in Eng¬
land (the " Hannan Report") gave
an outline of research results in that

country. By this time work on food
irradiation had also started in France,
Germany and Norway.

Considerable progress had by now
been achieved in the US, where the

necessary irradiation doses for com¬

plete sterilisation of a wide variety of
foods had been determined. How¬

ever, it had also been found in many
cases that these doses caused cer¬

tain changes in taste and in accept¬
ability.

In order to avoid these changes, by
1958 the possibility of combining
irradiation at much lower doses with

other methods of preservation (anti¬
biotics, heat treatment, chemical treat¬

ment) was being examined in several
countries. It had also been shown

that, as with pasteurisation, complete
radio-sterilisation was not essential

to achieve adequate protection. Ra¬
diation doses well below those needed

for complete sterilisation gave suffi¬
cient prolongation of storage life in
many protein-containing foods, fruit
and vegetables. In addition, other

forms of deterioration such as sprout¬
ing in stored potatoes could be pre¬
vented by very low doses of irradia¬
tion, as could also the multiplication
of insects in grain or of parasites in
meat.

OECD

INTEREST

In 1960 the European Nuclear
Energy Agency set up a Study Group
of experts to examine the economic

and technical feasibility of food irra-
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diation in the context of the overall

food production and preservation re¬
quirements of Member countries.
This action followed a recommend¬

ation of an OEEC Working Conference
on the application of nuclear science
to agriculture and food, which had
called fora regularexchangeof inform¬
ation between Member countries on

their programmes in food irradiation
research and development.

The terms of reference of the

EN EA Study Group included a detailed
review of results so far achieved in

specific applications of irradiation,
and among the first such applications
to be examined were the inhibition of

sprouting in potatoes, disinfestation
of grain, elimination of salmonellae
from eggs, and preservation of fruit
and fruit juices. Subsequent studies
were devoted to meat and meat pro¬

ducts, fish, tomatoes and straw¬
berries.

These studies made it clear that in

many cases more research was called
for, not only into specific applications
but also into the fundamental mech¬

anisms of the irradiation process

and its effects on the various micro¬

organisms responsible for food decay.
It was at this point that the Aus¬

trian Institute of Biology and Agri¬
culture, which had been responsible
for the case study of fruit and fruit

juice preservation, suggested that
further research on these substances

might be undertaken as a joint
international project. The Austrian
authorities offered to provide facilities
for such a project at the Seibersdorf
Nuclear Research Centre near Vienna,

where in fact the initial work on fruit

and fruit juice preservation had been
carried out.

The idea of a joint research pro¬
gramme was attractive to a number of
other countries, and the International

Atomic Energy Agency (with head¬
quarters in Vienna and its own re¬
search facilities at Seibersdorf) was
also interested. Detailed proposals
were therefore worked out, and in

September 1964 an Agreement was
signed between the Oesterreichische
Studiengesellschaft fur Atomenergie
(owner of the Seibersdorf Centre),
OECD and IAEA.

THE SEIBERSDORF

PROJECT

Samples of stored fruit juice irradiated with different doses

The Seibersdorf Project comprises
three main lines of research : funda¬

mental research, using fruit and fruit
juices as "model substances" to
obtain basic knowledge of broad

application in food irradiation; tech¬
nological research, covering technical
and economic aspects of the irradia¬
tion process applied to fruit juice ; and
wholesomeness research, to deter¬

mine any possible dangers in the
irradiation of these food products for
human consumption and to develop
testing procedures for this purpose.

The decision to base this re¬

search programme on fruits and fruit
juices results from two considerations.
Firstly, they are comparatively "sim¬
ple " foods, in terms of physico-
chemical composition, yet ones in
which deterioration during storage

can be rapid and substantial. Sec¬
ondly, they are products for which
existing preservation methods are
often disproportionately expensive, so
that there is a direct economic incen¬

tive to develop new techniques. For
grape juice in particular, which repre¬
sents about a quarter of Europe's fruit
juice production, existing preservation
technology presents certain difficulties
both from the economic point of view

and for the preservation of the original
natural qualities of the product. Hence
there is considerable industrial interest

in the possibilities of irradiation.

Fundamental research

The fundamental research pro¬

gramme at Seibersdorf is mainly con¬
cerned with investigation into the
irradiation sensitivity under various
conditions of yeasts and other micro¬
organisms found in fruit and fruit
juice. The natural sensitivity of such
yeasts varies widely, and studies are
to be made of their radiation biology
and the mechanisms of radiation

effects on their metabolism. " Pas¬

teurisation " of these yeasts by means
of irradiation alone or in combination

with other treatments such as heat

is to be investigated.
Besides these micro-biological stud¬

ies, a programme of chemical and
bio-chemical research with the var¬

ious micro-organisms is envisaged.
This programme should also provide
information on the influence of differ¬

ent irradiation doses and treatments

on other constituents of the fruits and

juices, notably sugars, amino acids,
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Investigations on yeast cell fractions by gamma-spectrometry (neutron activation analyses)

nucleic acids, organic acids and
certain proteins.

Technological research

The technological research pro¬
gramme covers the development of
an economically attractive method

for the practical application of irra¬
diation to fruit juice preservation.
The best design for the irradiation
plant, method for subjecting the juice
to the required irradiation dose, pre-

irradiation preparation (including heat
or other treatment), and packaging
and storage both before and after
irradiation have all to be determined,

and the irradiated stored product has

then to be tested for appearance,
flavour and other factors which may
affect " customer appeal ".

Who/esomeness research

When any new food process is

introduced, it becomes probable that
food treated by this process will be
consumed by man over the greater
part of his life span. It is therefore
essential to demonstrate the absence

of health risks following consumption

of the food. Long-term animal feed¬
ing tests can provide the basic neces¬
sary evidence for absence of such
risks, and the Seibersdorf whole-

someness research programme consists
essentially of such feeding tests on
mice and rats.

During the first year of the pro¬
gramme, feeding tests are being made
to determine the tolerances of the

test animals to the types of food used

in the tests, samples being offered
in various forms (liquid and dry) and
in various mixtures. Subsequently,
the long-term feeding tests for fruit
and fruit juices will consist of a
combined feeding of a freeze-dried
mixture of irradiated fruits (different

species and different sorts) plus irra¬
diated fruit juices, with similar feeding
of un-irradiated mixtures to control

animals. In this way it is hoped to
test a whole group of foods simultan¬
eously.

The feeding studies with mice will
be carried out on a single generation
of animals and will require about two
years. The rat tests will be 4-gener-

ation studies and will require about
five years.

In conjunction with these animal
tests, plant and animal tissue cultures

will be used as supplementary media
for assessing the possible toxicity of
compounds isolated from irradiated

food samples.
These three main lines of research

will, of course, be very much inter¬
linked and interdependent, and the

fact that they will be carried out by
an international team of leading
specialists should ensure the greatest
possible benefit being derived from
the Project as a whole.

INTERNATIONAL

ASPECT

The Seibersdorf Project, which is
scheduled to extend over a six-year

period beginning from January 1965,
is under the direction of an interna¬

tional Project Committee whose first
Chairman is Dr. Hans Luthi, Head of

the Microbiological and Chemical
Section of the Swiss Federal Station

for Agriculture Research at Wadens-
wil and President of the Scientific and

Technical Committee of the Interna¬

tional Federation of Fruit Juice Pro¬

ducers. Dr. Karl Kaindl, Director of

the Institute of Agriculture and Bio¬

logy at the Austrian Studiengesell-
schaft fur Atomenergie is Project
Leader, and Dr. Frederick D. Howard,

from the University of California,

has been seconded to the Project
during its initial period as Technical
Adviser by the Joint Division of

Atomic Energy in Agriculture of the
International Atomic Energy Agency
and the Food and Agriculture Organ¬
isation of the United Nations.

The Agreement setting up the
Project provides for interested Mem¬
ber and Associate countries of ENEA

to participate through the second¬
ment of qualified scientific personnel
to work at Seibersdorf, while the

IAEA participates by assigning experts
and by awarding fellowships to qual¬
ified scientists from its own Member

countries. The international staff is

now being built up. Besides Austria,
the countries at present represented in

the Project are Belgium, France, Italy,
the German Federal Republic, Spain,
Switzerland and the United States.

A number of other OECD countries

are considering possible participation.
In addition to the Programme car¬

ried out at the Seibersdorf Centre,
associated research within the frame¬

work of the Project is being developed
in Italy, Spain and Switzerland.
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PROGRAMMING TEC

FOR DEVELOP
by Ernest PARSONS, OEC

The economic growth of developing countries depends as much on their availabilities of

human skills and knowledge as on their investments in, physical assets. OECD itself -

notably through the Mediterranean Regional Project (i) and through its worl^ on the

economics ofeducation - has provided an important stimulus to thinking about the contri¬

bution of the educational and training effort to economic growth generally.

Yet technical assistance - the means by which governments ofthe developed countries contri¬

bute to the raising of the levels ofskills and knowledge in the developing countries - remains

T
here are a number of identifiable reasons

________ for the lack of long-term programming.
Technical assistance has normally been given on a grant
basis. It has tended to be regarded by the beneficiary
as a free gift, even though it does involve some costs
through local contributions in cash and kind, as well
as sometimes substantial administrative overheads.

And from the point of view of the suppliers, of course,
such assistance draws on their own stock of scarce

skills (e.g. of doctors, teachers, agronomists, engineers)
and may well involve a greater real burden than an
equivalent amount of capital aid.

A further reason is that many recently independent
countries, particularly in Africa, are heavily preoccupied
with adapting their administrations and public services to
the conditions of independence. Foreign administrators
are being replaced by technical advisory staffs, new local
training institutions are being built up, and development
plans with new social and economic objectives are being
put into effect. These are countries in which the major
part of all bilateral technical assistance has been, and
still is, concentrated. The aid-providing countries
mainly concerned (notably France and the United
Kingdom) are themselves having to make a substantial
effort to adapt their technical assistance activities to the
rapidly changing requirements.

The day-to-day needs of the developing countries for

technical help and training seem so pressing and limitless
that there is a premium on filling the most urgent short-
term requirements. Speculation about the future seems
a luxury. But the danger in omitting to programme at
least part of this kind of assistance is that its pattern
may tend to conform to what the donors can more
readily make available rather than to what the develop¬
ment needs of the beneficiaries may require. Thus, for
example, it may be easier to second large numbers of
primary school teachers for periods of service in deve¬
loping countries than to set up special projects to
train local teachers in the countries themselves. It

may be easier to offer places to students from develop¬
ing countries for study abroad in spite of some of
the well-known shortcomings of this approach than
to set up new higher educational institutions in the
developing countries. It may be more attractive to
create new experimental and demonstration farms in
those countries than to undertake the difficult and

sometimes unrewarding task of pushing the extension
services for working farmers further into the back areas.

These are not all necessarily alternatives a great
variety of actions may be necessary in any given case
but unless the options are squarely faced by the deve¬
loping countries themselves and by those who are
trying to help them, maximum benefit will not be
derived. In some cases there may even be a negative
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TNICAL ASSISTANCE

MG COUNTRIES
irector of Technical Co-operation

to an important extent on a short-term basis, with assistance programmes often reflecting

a series ofad hoc, sometimes unrelated requests from individual countries. It is only relati¬

vely recently that attention has been directed, notably through the work^ofthe Organisation's

Development Assistance Committee and of some of the UNspecialised agencies, towards the

needfor effective long-term programming ofthis type ofaid.

(i) Six countries - Greece, Italy, Portugal, Spain, Turkey and Yugoslavia - participate in this OECD-sponsored
project for a planned strategy in education.

effect on development : the wrong choices may lead for
example to over-emphasis on higher education (stimulated
by external assistance) and subsequent unemployment of
university graduates, in agriculture to expensive " white
elephant " pilot plants or farms, in public services to
over-elaboration based on European or North American
standards, and through excessive offers of training
abroad to the permanent emigration of potential intel¬
lectual leaders.

Ideally, the sum total of technical assistance needs
should be the result of a series of planning and fore¬
casting operations undertaken in each developing
country. In India (1), for example, the estimation of
these needs forms an integral part of the work on the
various Five Year Plans. The technical ministries and

agencies each work out any technical assistance needs
for projects and programmes for which they are respon¬
sible under the Plan. At the beginning of each Plan
period, the Ministry of Finance collates these tentative

estimates as a basis for drawing up a general programme
of technical assistance. The programme takes into
account the various sources of external help through
bilateral and multilateral aid programmes, as well
as the use of India's own funds for purchasing the
needed advice or training facilities abroad. In addition,
as specific requests for assistance are received from
ministries and agencies, they are carefully screened to

ensure, amongst other things, that they are likely to be
effective, that Indian "counterparts" are available,
and that, if a foreign expert is requested, no Indian of
comparable experience and qualifications is already
available.

Unfortunately, relatively few developing countries
are in a position to muster the necessary administrative
resources for this kind of operation. Even where
there is some central agency responsible for collating
requests for technical assistance, it may tend to act
simply as an administrative intermediary and not to
assess the relative merits of the various requests and
their feasibility. In few instances is there a conscious
effort to draw up a comprehensive programme for the
use of foreign skills and know-how closely related to the
general development plan or programme. In the most
extreme cases, technical assistance is the result of a

series of arrangements made between individual aid-
providing countries and agencies and individual bene¬
ficiary institutions.

The problem of co-ordination of assistance activities,

(/) For a fuller description, see Shri L.K. Jha : " Technical
Co-operation Programmes and their Co-ordination with
National Development Policies " (paper presented to the
UN Conference on Science and Technology, 1962).
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dealt with in a preceding number of the OECD Obser¬
ver (1) is part of the broader problem of programming.
Where there are many separate sources of outside assist¬
ance, it is particularly important that they should be
aware of each others' activities and that there should

be adequate machinery to weld them together into a
sensible programme.

It is not surprising that greater attention is being
given to helping the developing countries through
direct technical assistance to build up such machin

ery. A good example is that of the Congo (Léopold-
ville), where large and complex programmes involving
the United Nations (UNOC) and a number of bilateral
donors are now being more effectively handled through
a central office set up with UN help.

One region in which there may be good opportunities
for a broad type of programming is Latin America.
The aid and development programme covered by the
"Alliance for Progress" provides for country-by-
country reviews under the CIAP (2) of economic pro-

PERSONNEL AND FELLOWSHIPS IN TECHNICAL CO-OPERATION AN

22,944

South of Sahara
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spects and problems, including likely foreign aid needs.
In 1965, for the first time, consideration is to be given
in these reviews to the needs of the Latin American

countries for assistance in the development of their
human resources, through technical assistance and
other means. A number of OECD countries apart
from the United States which has a very large aid pro¬
gramme in this region -- have over recent years been
developing significant technical assistance activities in
Latin America. Many of them are, however, a good

deal less familiar with the development needs of the
region than they are with the needs of other areas for

example, in Africa where they have had long-standing
relationships. The CIAP reviews should yield fuller
information on which to judge the most pressing needs
in relation to the size of the efforts now being made and
should therefore provide a better basis for the program¬
ming of future technical assistance operations.
(7) No. 10, June 1964.

(2) Inter-American Committee for the Alliance for Progress.

ELATED ACTIVITIES DY MAIN RECIPIENTS, 1963 (in number of persons)

GRAND TOTAL

34,403

Teachers

48.157

Other operational
and Advisory
Personnel (1)

43.349

Students

and

Trainees

6,012

Experts

4,933

Students

and

Trainees

Main points ol concentration in individual countries
(1) Includes volunteers
(2) Publicly financed by OECD Member countries (Includes EEC programmes)
(3) Regular. Expanded and Special Fund Programmes for experts. Regular and Expanded

Programmes for Students and Trainees.
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THE OECD's High Temper¬
ature Reactor Project
known as the Dragon is
one of the joint undertak¬

ings of ENEA, the European Nu¬
clear Energy Agency, which since
1957 has been responsible for the
Organisation's nuclear activities.
In 1959 twelve Member countries

(the six countries of Euratom, Aus¬
tria, Denmark, Norway, Sweden,
Switzerland and the United King¬
dom) agreed to join forces to
design, build and exploit an advanc¬
ed type of experimental gas-
cooled reactor system embodying
many novel concepts and promising
advantages in reduced costs and
physical size combined with much
improved efficiency.

Construction of the reactor, at

Winfrith in South-West England,
began in April 1960 and just over
four years later in August 1964
first criticality was achieved. In
these four years not only had the
complex reactor installation pro¬
gressed from the drawing board to
reality, but a formidable parallel
programme of research and devel¬
opment had been carried out in
research establishments through¬
out the participating countries and
by the Project staff at Winfrith. In
particular this programme led to
the development of a special gra¬
phite (the only structural material
in the reactor core, which runs at

temperatures well above 1000°C)

of nuclear purity and exceptional
mechanical properties ; of an except¬
ionally fine grain impermeable
graphite to contain the fuel and
prevent escape of fission products ;
and above all, of a form of fuel

known as "coated particles" in
which the reactor's uranium and

thorium fuel material is manufactur¬

ed into spherical particles less
than 0.5 mm in diameter, coated

with impervious heat-resisting car¬
bon so that each particle will
retain the bulk of its generated
fission products throughout the
whole of its period in the reactor.
These fission products, if released

BRA
INTERN

into the reactor cooling gas stream
(helium), would contaminate it and
consequently all parts of the pri¬
mary cooling circuit.

All this is described in a 50-

minute film shown for the first time

in Geneva at the opening of the
Third UN World Conference on

the Peaceful Uses of Atomic Energy.
The film traces the history of the

Dragon Project, from the early
meetings of ENEA experts at the
Château de la Muette, OECD head¬

quarters, to consider a British
proposal to develop the reactor as
a joint undertaking, through the
design and planning stages, the

" DRAGON" The story of the OECD High
Temperature Reactor Project. 50 minutes,
colour, 16 mm versions with English or
French commentaries. Produced for the

Project by G. Buckland-Smith in association
with the Film Producers Guild, London.

Copies of the film may be obtained on
loan from :

OECD High Temperature Reactor Project
Dragon Project Office, AEE Winfrith, Dor¬
chester, Dorset, England (English).

OECD European Nuclear Energy Agency
38, boulevard Suchet, Paris (16"). (English
and French).

Euratom. Commission (for Belgium, France,
Germany, Italy, Luxembourg, Netherlands).
51-53, rue Belliard, Brussels, Belgium (Eng¬
lish and French).

International Atomic Energy Agency
Kaerntnerring 11, Vienna I, Austria (English
optical/French magnetic).

Austria

Oesterreichische Studiengesellschaft fur
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construction of the installations at

Winfrith, the manufacture of major
components in many countries, the
research and development work
in laboratories all over Europe, to
the final integration of this multi¬
national effort into a Reactor Exper¬
iment the first of its kind in

the world which worked almost

exactly according to theoretical
predictions from the start.

Besides a very high operating
temperature, the Dragon reactor
concept embodies a number of
other advanced features of great
importance to the future devel¬
opment of nuclear power. One

Atomenergie GmbH, Lenaugasse 10, Vienna
VIII (English).

Denmark

Atomic Energy Commission, Research Estab¬
lishment Risô, Roskilde, Denmark (English).

Norway
Institutt for Atomenergi , Kjeller, Lillestrôm,
Norway (English).

Sweden

AB Atomenergi, Box 43041, Stockholm 43,
Sweden (English).

Switzerland

Institut fur Reaktorforschung , Wiirenlingen,
Switzerland (English and French).

United Kingdom

U.K. Atomic Energy Authority (Film Library)
11 Charles IIStreet, London S. W.l . (English).

Canada

National Science Film Library, Canadian Film
Institute, 1662 Carling, Ottawa 13, Ontario
(English optical/French magnetic).

United States

British Embassy, Washington (English).

of these features is the coated

particle fissi on - product - retaining
fuel already mentioned ; another
concerns the actual composition
of the material in these particles.
This is a mixture of uranium 235,

the fissile isotope which to date
has been the basis of virtually all
nuclear reactors, together with a
quantity of thorium. Thorium is
not fissile but during the nuclear
reaction it is converted, by capture
of neutrons from the fission of

U-235, to another fissile isotope of
uranium, U-233. This new fissile

material can then take part imme¬
diately in the nuclear reaction, so

that ultimately the reactor will have
" burnt " both the uranium and

thorium fuels . " Converter " reac¬

tors of this type are likely to
become more and more important
as supplies of cheaply mined ura¬
nium are used up and nuclear fuel
costs begin to rise.

Another possibility of the Dragon
reactor concept, resulting from
the very high temperature of oper¬
ation, is to pass the coolant gas
directly from the reactor to a gas
turbine, rather than through the
more conventional heat-exchanger
system in which the hot gas con¬
verts water into steam for use in

a conventional turbine. The possi¬
bility of using a direct-cycle gas
turbine in this way in a Dragon
system is currently under discus¬
sion, and an even more advanced

possibility, that of including a mag-
netohydrodynamic power gene¬
rator in the system, is not ruled out.

If the Dragon film tends at times
to concentrate on technicalities ra¬

ther than on the unique international
character of the Project, this in no
way detracts from the importance
of this latter aspect. Indeed it
emphasises, by the fact that the
work went so smoothly despite the
problems of distance, language,
differing engineering standards,
and the inherent complications of
multi-national finance and control,
that international collaboration in

such projects really works.

juuMU
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STATEMENT BY THE

MINISTERS OF AGRICULTURE

OF OECD

The Committee for Agriculture of the OECD met at
Ministerial level in Paris on 17-18th June 1965.

This was the fourth Meeting of Ministers of Agri¬
culture since the OECD was formed in September

1961. The Ministers elected as Chairman for this meet¬

ing, Mr. Biesheuvel, Minister of Agriculture of the
Netherlands, and elected as Vice-Chairmen Mr. Baltatzis,
Mr. Peart, and Mr. Haughey, Ministers of Agriculture of
Greece, the United Kingdom, and Ireland respectively.
Japan was represented for the first time at a meeting of
the Committee at Ministerial level.

The main object of discussion was the adaptation of
agriculture made necessary by current economic trends.
This adaptation, involving the development of a
sounder agricultural sector based on viable farms with
a sufficient size of business, is an essential means of
achieving a rising standard of living for the farm popula¬
tion. Moreover, this adaptation, together with the
improvement of conditions on world agricultural markets,
should progressively reduce the dependence of agricul¬
ture on support and protection against outside competi¬
tion. It should also enable the agriculture of the highly
developed countries to attain on an efficient basis a level
of output consistent with demand for food in these
countries and which would take account also of the
situation and trends in the rest of the world.

The importance of achieving an improved farm struc¬
ture was already emphasised in the report on " Low
Incomes in Agriculture " approved by the Ministers at
their previous meeting in February 1964. Various other
aspects of the necessary adaptation are dealt with in the
two reports submitted to Ministers at the present meeting
and which Ministers recommended for publication.
These are : a study of " Agriculture and Economic
Growth " prepared by a group of independent experts,
and a study on " Interrelationships between Income and
Supply Problems in Agriculture" prepared by the
Committee for Agriculture itself.

As these reports indicate, output and productivity in
agriculture are continuing to increase, but the proportion
of national income and product originating in agriculture,
as well as the proportion of total labour employed in
agriculture, are declining. Nevertheless, agriculture
remains an important sector of economic and social
life : it contributes to economic growth through the
provision of abundant food supply at reasonable cost
and through the release of resources to other sectors in
the economy wherever these resources can be used
more effectively. Moreover, many industries and ser¬
vices (for example, food processing and transport) are
largely or wholly dependent on the agricultural sector

and in some countries agricultural exports are the most
important source of foreign exchange.

The continued reduction in the number of persons
employed in agriculture will increasingly involve farm
operators and this movement will lead to a faster rate of
farm amalgamations than has occurred in recent years.
Unless farm structures change in this way to provide
individual farmers with larger and more efficient produ¬
cing units, the gap between what farmers expect and
what they earn will tend to widen and this will probably
occur despite price support.

Agricultural policies should be flexible enough to
react either to surpluses or to shortages. The achieve¬
ment of a more satisfactory farm structure should facili¬
tate the adjustment of supply in either direction, since
farms with a large size of business generally have greater
scope than smaller farms to determine in the long run
their volume and pattern of output. Further, a continued
reduction in the number of low-income farms should

make the farm income problem less acute and give
Governments greater freedom to influence supply
through price policy and through other means.

In formulating their domestic agricultural policies,
countries need to take account of the repercussions of
these policies on international trade. Closer co-opera¬
tion among OECD countries in reducing the discrepan¬
cies between domestic and international aspects of
agricultural policies will contribute to better development
of the economy of the area as a whole and of the world
economy and would benefit all countries individually and
collectively.

The Ministers also recognised that the improvement
of conditions under which international trade in agricul¬

tural products takes place should contribute notably to
strengthening the economy of those countries whose
economic development depends essentially on their
possibilities for increasing agricultural exports. For the
developing Member countries, this is of vital importance
until other sectors of the economy can grow at a faster
rate.

The Ministers welcomed the fact that a general review
of agricultural policies in the OECD area is at present
being undertaken in the Organisation. Such a review
should show the extent to which policies have been
adjusted in recent years and help in bringing closer
together the policies of Member countries. They also
welcomed the intention of carrying out a study of structur¬
al reform measures, as well as a study of agricultural
development problems in less-developed Member coun¬
tries.
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WHERE TO OBTAIN OECD PUBLICATIONS

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.

DENMARK

Munksgaard Boghandel, Ltd.,
Nôrregade 6, Kôbenhavn K.

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 2, Helsinki.

FORMOSE

Books and Scientific Supplies Services,
Ltd., P.O.B. 83, Tapei, Taiwan.

FRANCE

OECD Publications Office,
2, rue André-Pascal, Paris (16e).
Principaux sous-dépositaires :
Paris : Presses Universitaires de France,
49, bd Saint-Michel (5e).
Librairie de Médicis,
3, rue de Médicis (6e).

Sciences Politiques (Lib.),
30, rue Saint-Guillaume (7e).,
La Documentation Française
16, rue Lord-Byron (8e).
Bordeaux : Mollat.

Grenoble : Arthaud.

Lille : Le Furet du Nord.

Lyon IIe : L. Demortière.

Marseille : Maupetit.
Strasbourg : Berger-Levrault.

GREECE

Librairie Kauffmann,
21, rue du Stade, Athènes.

GERMANY

Deutscher Blindes-Verlag, GmbH,
Postfach 9380, 53 Bonn.

Sub-Agents : Berlin 62 : Elwert& Meurer.
Munchen : Hueber.

Hamburg : Reuter-Klôckner;

und in den massgebenden Buchhandlungen
Deutschlands.

ICELAND

Snaebjôrn Jônsson & Co. h. f.
Hafnarstra_ti 9,

P.O. Box 1131 - Reykjavik.

INDIA

International Book House Ltd.,
9 Ash Lane,
Mahatma Gandhi Road, Bombay 1.

Oxford Book and Stationery Co. :
Scindia House, New Delhi.

17 Park Street, Calcutta.

IRAK

Hamid Abdul Karim, Shorja BIdg.
Shorja, P.O.B. 419. Baghdad.

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 La Marmora 45, Firenze.
Via Paolo Mercuri 19/B, Roma.
Sub-Agents :
Genova : Libreria Di Stefano.

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

Palermo :

Libreria C. Cicala Inguaggiato.
Roma :

Libreria Rizzoli; Libreria Tombolini.
Torino : Libreria Lattes.

JAPAN

Maruzen Company Ltd.,
6 Tori-Nichome Nihonbashi, tokyo.

KENYA

New Era Publications, Ghale House,

Government Road,
P.B. 6854, Nairobi.

LEBANON

Redico, Immeuble Edison,

Rue Bliss, B.P. 5641,
Beyrouth.

LUXEMBOURG

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

MOROCCO

Éditions La Porte " Aux Belles Images ",
281, avenue Mohammed-V, Rabat.

THE NETHERLANDS

Wholesale Agent :

Meulenhoft'& Co., N.V. Importeurs,
Beulingstraat 2, Amsterdam C.
Principal Retailer :
W.P. Van Stockum & Zoon

Buitenhof 36, Den Haag.

NEW ZEALAND

Wellington, Government Printing Office,
20, Molesworth Street (Private Bag), and
Government Bookshops at
Auckland (P.O.B. 5344).
Christchurch (P.O.B. 1721).
Dunedin (P.O.B. 1104).

NORWAY

A/S Bokhjornet, Lille Grensen 7, Oslo.

PAKISTAN

Mirza Book Agency,
65, The Mall, Lahore 3.

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 Bastinas de José Bosch, Pelayo 52
Barcelona I.

SWEDEN

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

SWITZERLAND

Librairie Payot,
6, rue Grenus, 1211, Genève 1 1

et à Lausanne, Neuchatel, Vevey,
Montreux, Berne, Bale et Zurich.

TURKEY

Librairie Hachette,

469 Istiklal Caddesi, Beyoglu, Istanbul,
and 12 Ziya Gôkalp Caddesi, Ankara.

UNITED KINGDOM and

CROWN COLONIES

H.M. Stationery Office,
P.O. Box 569, London S.E.l.

Branches at : Edinburgh, Birmingham,
Bristol, Manchester, Cardiff, Belfast.

UNITED STATES

McGraw-Hill, Inc.

Distribution Unit, (OECD Dept.)
351 West 41st Street,
New York, N.Y. 10036.

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 OECD, Publications Office,
2 rue André-Pascal, Paris 16e

Director : Maurice Jacomet Printed in France - Imprimerie Blanchard, 61, rue de la Tombe-lssoire, Paris
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