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THE OECD

ÏNISTERIAL COUNC

T HE Council of the OECD met at Ministerial level

in Paris on 24th and 25th November 1966, under

the Chairmanship of the Honourable Gunnar Lange,
Minister of Commerce and Industry of Sweden, and
reviewed the economic situation of its Member coun¬

tries, their economic relations with the rest of the world,
and the work of the Organisation itself.

Five years ago Ministers set the collective target to be

achieved between 1960 and 1970 of a 50 per cent
growth in real gross national product for Member coun

tries as a whole. Ministers welcomed the Report on
Economic Growth in the decade 1960-70 which shows

that progress so far has been satisfactory and has even

exceeded the rate needed to meet this target. The
growth prospects for the remainder of the decade continue

to be good, but the problem of containing inflationary
tendencies while maintaining full employment is still
in the foreground. Member countries will have to

pursue their efforts to ensure the effective control of

demand, the increase of productive resources and the

General View of the OECD Ministerial Council



Left to right : Mr. Gunnar Lange, Swedish Minister of Trade, Chairman of the OECD Ministerial Council, and Mr. Thorkil Kristensen, Secretary
General of OECD

optimum use of available manpower. Ministers there¬

fore instructed the Organisation to continue its work

on these problems.

Concerning international payments Ministers noted

that, because of the strong measures taken in the United

Kingdom, a substantial improvement can now be expected

in the balance of payments of this country. France,

Italy and Japan, which recently had large surpluses, are

now also moving slowly towards a more equilibrated

position but a new surplus appears to be arising in Ger¬

many. In the United States' payments situation, encour¬

aging progress has been made, although the deficit

in the global balance has not yet disappeared. Increasing

defence expenditure has contributed to a reduction of

the current surplus but the net capital outflow has been

reduced considerably because of higher interest rates

in the country and governmental measures. In general
the differences in interest rates between Member coun¬

tries are smaller than last year.

Ministers instructed the Organisation to continue to

keep under surveillance the payments relations of its

Member countries taking into account the recom¬

mendations contained in its Report on the Adjustment
Process.

Ministers agreed that the Organisation should continue

its work directed to improving the operation of capital

markets; this work has given valuable indications about

the mechanisms for mobilising savings to finance

investment. The Organisation will also pursue actively

the work already begun on the nature and the economic

consequences of differences in scientific and technical
levels between countries.

The developing Member countries have during the

period 1960-65 on the whole had a faster economic

growth than other Members but being societies in trans¬

formation they have special problems that are being
dealt with in the Organisation and will call for continued

attention.

Concerning the Consortia for Greece and Turkey, it
was stressed that appropriate aid in forms corresponding

to the needs of the two countries continued to be necessary.

Despite some increase in 1965 the total flow of aid

from Member countries to developing countries in general

is still unsatisfactory and the payments difficulties of a

number of developing countries are increasing. Ministers
stressed that the volume of aid should be increased in

the years to come and its terms and conditions improved.

The Ministers took note of various suggestions for
improving the development assistance efforts of OECD
countries.

Agricultural production in a number of developing

countries is growing slowly, while demand is rising fast,

partly because of the rapid population growth. Greater

emphasis should therefore be given to agricultural develop¬

ment in the aid programmes of Member countries and

possible ways should be studied of stimulating private
investment in agriculture and agriculture-related indus¬

tries in the developing countries.

The various aspects of the food problems are now

taken up by the Organisation in co-operation with other

international organisations.

Ministers stressed the importance of a successful

conclusion of the current multilateral tariff negotiations

(Kennedy Round).

The Special Group set up to examine trade relations

with developing countries pursuant to a decision by the
Council meeting at Ministerial level in November 1965

was asked by Ministers to continue its work.

Finally, Ministers expressed interest in widening the

area of east-west economic relations. They agreed
that the Secretary-General, in consultation with Perma¬

nent Representatives, should consider within the Orga¬
nisation possibilities of action.



AGRICULTURAL
POLICIES

a 23-nation survey
*

A comprehensive summary of the major agriculturalproblems, policies and measures ofall

OECD countries, plus Finland and Yugoslavia, the European Economic Community and
the European Free Trade Association, has been carried out by OECD's Committee for
Agriculture. Its conclusions have been approved by the Ministers ofAgriculture (see state¬
ment by Ministers, page 44). The report will shortly be published. Complementing chapters

which set forth in detail developments in the individual count ries is a generalpart, compar¬
ing and contrasting these experiences, and tracing new trends. 'The main findings ofthe

study are summarised below, along with its general conclusions.

SITUATION AND PROBLEMS
sectors. In most countries, the rise in labour productivity

P R O D I ICT I V ITV has generallv involved an increased use of capital in the agri-
1 1VV_7VJV_j L A V J. J. I , cultural sector

INCOMES, STRUCTURE
cultural sector.

These gains in productivity were partly offset, during the
late 1950's, by adverse price trends : though the prices of
agricultural products generally increased, this increase was
less than that of other prices (there were however variations

Increased output from the agricultural sector has been between commodities). In the last few years price move-
achieved in spite of a fall in the active farm population; merits in several countries appear to have been more favour-
labour productivity has been substantially improved and able to agriculture (or less unfavourable) than those of
indeed has generally risen faster in agriculture than in other preceding years.



There has been a general increase in farm incomes, and
in some countries farm incomes appear to have increased
relatively to non-farm incomes. Nevertheless, the gap
between farm incomes and incomes in other sectors remains

wide in most countries. Moreover income disparities with¬
in the agricultural sector remain wide.

The rationalisation of agricultural production and mar¬
keting has continued at an accelerated pace as a result of
farmers' initiative and State intervention. The improvement
in farm structures has resulted in a diminution of farm num¬

bers and in the creation of larger economic units. In spite
of this consistent improvement it appears that there is still
a substantial proportion of farms which have only very limit¬
ed possibilities to provide an adequate living for a farm
family on a long-term basis, if earnings from the farms are
the main source of income.

PRODUCTION,
CONSUMPTION, TRADE

Throughout the OECD area, continued growth in agri¬
cultural production has been made possible primarily by
technological improvements, accompanied by the increased
investment which these improvements often require. This
has led in several cases to a pressure of supplies on tradi¬
tionally available outlets. An important case in point has
been the accumulation of surplus stocks of some commod¬
ities in North America : these stocks however have been

substantially reduced in recent years and for most commod¬
ities are down to levels regarded as normal. This change
has been brought about on the one hand by the production
controls applied in the US, on the other hand by increased
exports.

In North America the relaxation of production controls

could stimulate a substantial expansion in output. For most
of the European OECD area the problem seems to be that, if
expansion of output in general is allowed to continue at the
same rate as in the past, it is likely to exceed the rate of
increase in consumption, and this may give rise to difficulties
of excess supply on some markets. There are however some
commodities such as beef which are an exception to this. In
the Southern European countries and in lapan consumption
levels are still relatively low (particularly as regards livestock
products) and there is ample scope for further growth in
production if this can be directed along the right lines.

There has been an expansion of trade in agricultural
products between the European OECD countries, in partic¬
ular between the EEC countries : livestock products were

largely responsible for this part of the increased trade. Agri¬
cultural trade among the EFTA countries has also been
growing, in particular exports by Denmark. North Amer¬
ican exports to OECD Europe have increased at about the
same rate as their imports from OECD Europe; North
America's shipments to EEC countries have risen faster than
the average, while its imports from EEC countries have risen
less fast than the average. In absolute terms, North Amer¬
ican exports to OECD Europe have increased substantially :
feed grains, fruits, fats and oils have accounted for nearly all
the expansion, while wheat exports have declined. If the
development of agricultural trade within OECD since 1959 is
looked at as a whole, it appears that North America has
shown an increase in its net exports, while the European
Member countries have raised their net imports : this increase
has been particularly large in the case of the EEC countries.

Agricultural exports by the Southern European countries
have shown in general a rising trend, but Spain has achieved
a considerably larger expansion than Greece and Turkey,
partly because of the limited growth in cotton exports by the
latter two countries. There appears to be some tendency
for agricultural imports by certain Southern European coun¬
tries to grow faster than their exports. Imports by Japan
from North America have risen substantially.

AGRICULTURAL POLICIES

POLICY OBJECTIVES

The aim of improving farm incomes is explicitly set out
in legislation or is implicit in the policies of most OECD
countries. As a rule the legislation does not commit the
government to any particular level of income nor to any
particular way of achieving the income objective, but in some
countries producer prices must be guaranteed in such a way
as to give the desired income level. Many countries also
aim at maintaining stable prices to enable producers to plan
ahead and to undertake productive investments.

While price policy is generally regarded as the most im¬
portant means of providing income support (together in
some cases with policies to keep down the cost of farm in¬
puts), greater emphasis has been placed in recent years on

the importance of higher agricultural productivity and on
the need to promote basic adjustments within the agricultur¬
al sector, providing conditions under which farmers can
obtain a satisfactory living. It has increasingly been recogni¬
sed that many farms have little chance of providing a satis¬
factory standard of living from farm income alone, and it is
now widely considered that the problems of farms below
these levels need to be dealt with through reform of the farm
structure, while persons occupying such farms need to be
helped through measures of a social nature. Almost all
OECD countries, however, seek to maintain an agricultural
structure based on the concept of sound family farms, though
ideas as to what constitutes a sound family farm vary widely.

The desire to promote adjustments in agriculture has
been reinforced in some countries by increased attention to
the role of agriculture in the economy. Agriculture has an
important task in providing food supplies in sufficient quan¬
tities and at reasonable prices to consumers. Further, even
in countries where agriculture constitutes a relatively small
proportion of the economy, it is still an appreciable source



of labour for the other sectors of the economy. Though in
the past only limited action has been taken to promote the
transfer of labour from agriculture to other sectors, the
importance of measures to this end is increasingly recognised.
Moreover some countries, particularly the less-developed
Member countries and those countries which rely largely on
agricultural exports, are seeking to raise agricultural pro¬
duction by developing their potential resources efficiently
and to increase their exports as a contribution to the overall
development of their economies. Japan aims to expand
production of commodities for which demand is rising
fast. The UK, in the context of its National Plan, is aiming
to increase agricultural production selectively, and consis¬
tently with its international commitments, in order to con¬
tain the increases in imports which would otherwise take
place.

Another major aim of agricultural policy is the adapta¬
tion of supply to demand for agricultural products. This is a
particularly important element in the policy of several OECD
countries. Some countries seek to influence supply mainly
through price adjustments. Others find from their own
experience that adjustment solely through price gives rise
to difficulties, given the limited freedom which their govern¬
ments have in manipulating prices and the slow response of
production to price changes. Some such countries, there¬
fore, like the US also make use of direct production
controls, in combination with other measures. Direct

controls however give rise to difficulties and in the long run
may impede the desirable allocation of productive resources.

While pursuing these various objectives, governments
have been concerned with the cost of assistance to agricul¬
ture. Expenditure on agricultural programmes has tended
to rise, with the major exception of the UK where adjust¬
ments in price support policies in recent years, together with
increased market prices, have reduced government expen¬
diture. This consideration, together with the aim of provi¬
ding food supplies at reasonable prices to consumers, has
tended to limit the scope for raising farm incomes through
price supports and subsidies.

INTERVENTION IN PRICES,
MARKETS AND TRADE

In the majority of countries, the markets of most if not
all the major agricultural commodities, and ofmany commod¬
ities of lesser importance, continue to be subject to some
form of official intervention. There has been some tendency
to extend the range of products covered. Scope for price
support is, however, relatively limited in countries which are
large net exporters of agricultural produce Denmark and
Ireland in particular as well as in the less-developed coun¬
tries of Southern Europe : in the latter countries, subsidies
on farm inputs are being increasingly used to promote agri¬
cultural productivity.

The effect of this intervention is to maintain market

prices at a higher level than would have occurred otherwise;
in some cases the level of prices continues to be well above
not only world market prices but also prices in countries
considered to be efficient producers. There is no evidence
that the wide range of prices encountered in the OECD area
has diminished in recent years.

Price supports and measures
affecting supply

Several governments have encountered difficulties in
implementing their price policies. The methods used have
therefore been frequently revised, and have tended to become
increasingly complex as governments have sought ways of
reconciling their different objectives. Consequently, many
of the price support programmes currently in force cannot
be regarded as definitive, and in some cases Sweden in
particular price policy is currently under review.

Some countries still determine farm prices in a more or
less automatic way by reference to a pre-determined formula,
generally taking into account changes in non-farm wages,
farm costs and other factors. Such arrangements should
give farmers a relatively firm guarantee that their prices
will rise approximately in line with other prices and costs.
However, the government's scope for influencing supply
through prices is restricted, and inflationary tendencies may
be passed on. Some countries have moved away from auto¬
matic procedures for price determination. In the US in
particular much greater flexibility is now allowed in the appli¬
cation of the " parity price " formula and price levels form
one element in comprehensive commodity programmes.

However, even where no automatic formula applies,
governments take into account the level of farm incomes

relative to other incomes when fixing the prices. The fixa¬
tion of the price level remains a political act, in which nego¬
tiations with farmers' representatives often play an import¬
ant role.

For the main agricultural products the Council of the
EEC has determined common prices which will come into
force between November 1966 and July 1968. These prices
will subsequently be fixed each year in accordance with the
Community procedures in force.

In the US manipulation of prices alone has not been able
to guide production, and the authorities have had to develop
comprehensive programmes under which price policy is
associated with direct supply control devices such as land
retirement schemes, production quotas, etc. In most other
countries, effective supply controls have generally been limit¬
ed to products which pass through a processing or central¬
ised marketing stage, such as sugar-beet. Supply control
may be exercised by producers' organisations in cases where
producers have an advantage in restricting sales to maintain
prices.

In addition, a number of countries have been led by the
pressure of increasing supplies to modify their price policies
for major products. In the UK, for several commodities,
the average return to producers falls if output exceeds a
certain quantity. The French " quantum " system for
wheat to be abolished under EEC regulations has
provided for levies to be imposed on supplies in excess of
certain amounts from each producer. Arrangements of a
similar nature exist for a number of commodities in several
other countries.

Price support continues to be implemented by a variety
of measures. A broad distinction can be drawn between

systems which leave the market price more or less free, direct
payments being made to producers to give them a guaran¬
teed price, and those which support the market price at the
desired level through government purchases and/or protec¬
tion at the frontier. There are certain important differences
as between direct payments and market support systems,



particularly with regard to the way in which the support is
financed through taxation in the former case, and by the
consumer in the latter. Direct payments may have advan¬
tages when it is difficult to give producers the price increases
considered desirable without causing an undue rise in market
prices. They may also permit market prices to reflect trends
in the demand-supply situation and serve as a guide to desir¬
able changes in guaranteed prices.

While the UK has been so far the only country basing
its support system on the first of these methods, other coun¬
tries like the US, Canada and Japan have introduced direct
payments as an element in some of their price support sys¬
tems. Arrangements for supporting market prices are
however, the method most frequently used. Thus in the US
the support of market prices remains an important feature
of agricultural policy. The EEC, though is has introduced
direct payments for a few commodities, has based its price
system on interventions on the domestic market coupled
with intervention at the frontier.

A crucial feature of different price support systems is
the level of support. It is this which mainly affects return
to producers and influences the growth of output. In cer¬
tain countries, in order to slow down the rate of production
growth, the supported prices are only available to producers
who comply with supply controls.

Measures affecting foreign trade

In general, the expansion in agricultural trade noted
earlier cannot be attributed to any significant progress in
removing trade barriers. The requirements arising from
income support policies and in some cases from other object¬
ives of a social or political character have prevented govern¬
ments from removing trade barriers; the artificially low level
of world market prices for some commodities has also been
a factor curbing any progress in this field. An important
exception is the case of trade between the Member countries
of the EEC : the removal of trade barriers within the EEC
should allow for a more rational distribution of resources
within the area.

Customs duties are still used as a means of agricultural

protection, particularly in the case of fruits and vegetables,
in several countries. State trading and quota systems re¬
main in force in several countries for certain commodities.
The EEC however has abolished quantitative restrictions for
commodities subject to common market regulations both
as regards EEC countries and third countries.

Other systems for regulating imports which continue to
be applied in some countries include " import calendars "
for fruit and vegetables, " conditional imports ", and
" milling ratios " for wheat. Health regulations, although
necessary, may also have important restrictive effects on
trade.

Import levies have been used for some years by Sweden
as the basis for its price support system : these levies were
in principle fixed over a given period, so that changes in
world prices should be reflected on the internal market. A
system of import levies, applied on a non-discriminatory
basis towards third countries and without any quantitative
restrictions, has been adopted by the EEC in place of all the
other import regimes previously existing in the various
Member States. This system applies to cereals, dairy pro¬
ducts, sugar, olive oil, pigmeat, eggs and poultry meat (im¬
port levies can also be applied to other commodities, such as
beef and veal) : the arrangements vary between commod

ities, but generally are intended to compensate for any differ¬
ence between the price within the Community and the
world market price, in order to stabilise prices with the result
that fluctuations on the world market are not felt on the

domestic market. Until the common prices enter into
force, levies may also be applied to trade between the mem¬
bers of the EEC. This levy system constitutes an integral
part of the market organisations which have been set up,
with a view to giving effect to the various objectives laid
down in the Treaty of Rome.

The United Kingdom has introduced a minimum import
price for grains : this arrangement is not intended to keep
domestic prices above normal world level but rather to ensure
stability by providing a floor to the market. The system
forms part of an agreement with major exporting countries,
which have agreed to maintain their export price to the UK
at levels not less than the minimum import price (if one of
them fails to do so, the UK can impose a levy on supplies
from the country in question).

There has been some tendency in recent years for coun¬
tries to seek joint agreements on market sharing. An exam¬
ple is the Bacon Market Understanding between the UK and
its principal suppliers of bacon. The agreement on cereals
between the UK and major wheat exporters, already refer¬
red to, includes the provision that there should be oppor¬
tunity for both domestic and foreign suppliers to share in
the growth of the UK market. Bilateral agreements on meat
have been concluded by the United States with four import¬
ant exporting countries. Denmark and Portugal have con¬
cluded bilateral agreements on agricultural trade with the
other EFTA Member states.

Export subsidies are applied to an increasing number of
products, and practically all countries have resort to some
form of export aid. In the EEC a system of export restitu¬
tions has been set up within the framework of the common
agricultural policy for most commodities under common
market regulations.

PRODUCTIVITY,
STRUCTURES

AND MANPOWER

Most countries have been giving increasing attention
in recent years to measures likely to bring about permanent
and long-term improvements in the agricultural sector.
These include measures for the rationalisation of existing

farms, measures to improve farm structures, credit facilities,
etc. Some countries have embarked on comprehensive

programmes for specified rural areas. The need for more
efficient marketing is also receiving increased attention.

The countries of the EEC in particular have recognised
the need for numerous and far-reaching adjustments in pro¬
duction and marketing structures in view of the new condi¬
tions of competition within the area. The agricultural fund
set up within the EEC (FEOGA) has as one of its major
tasks to promote improvements which become necessary
through the enforcement of the common agricultural policy;
finance from this source serves as a complement to action
carried out by the individual Member states.

In all countries action is undertaken to promote better

production methods, to improve farm land and buildings,
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etc. fncreased attention is being paid in several countries
to ensuring that such action is effectively used to create
holdings which will remain viable or to improve those which
are already viable. Advisory work, backed by research and
agricultural education, plays an important role in promo¬
ting improved farming methods and helping producers to
improve the management of their farms as a business.

The consolidation of fragmented holdings is a major
preoccupation of the authorities in several European coun¬
tries, though in some countries where the need for such
action is considerable, actual progress has been slow. Sever¬
al countries have also adopted policies to promote the amal¬
gamation of holdings : in a few cases, public institutions
have been set up to purchase land becoming available and
use it for improving the farm structure. Certain countries
where restraints on the enlargement of holdings were in
force have been obliged to adopt a more flexible attitude.

In Southern European countries, inequalities in land
ownership are sometimes very large and land reform pro¬
grammes are important, though progress so far achieved
varies between countries. In most cases, land reform acti¬
vities are combined with improvement works such as irri¬
gation. In those cases where former land reform program¬
mes have resulted in the creation of numerous small holdings,
current action aims at enlarging the holdings formerly
created.

Action to improve farm structures needs to be combined
with measures to facilitate the process of adjustment for the
individuals concerned. Some countries have taken steps to
help with the transfer and re-training of farm people or
provide special pensions to encourage elderly farmers to
retire, conditional upon the land being made available for
structural improvement. Schemes of payments to farmers
who give up their farms, not confined to elderly farmers,

have been introduced in the Netherlands (in addition to a
pension scheme) and are under consideration in the UK.
Though most measures of this kind are too recent to be

thoroughly assessed, their results appear encouraging and
they are likely to become increasingly important.

Modern farming has a growing need for capital, and
credit is also required in connection with many of the improve¬
ment schemes just referred to. Numerous schemes have
been established to facilitate the conditions under which

farmers can obtain capital. An important problem is that
of ensuring that the flow of capital is directed to farms on
which it can be of permanent benefit. A few countries have
set up clearly defined criteria for this purpose; in others,
farmers applying for special credit facilities are subject to
examination and supervision by the advisory service.

Comprehensive programmes for designated rural areas
now form an important part of agricultural policies in cer¬
tain countries, particularly those such as Canada and the
US where the low-income farm problem takes the form
largely of depressed rural areas. Some countries, particu¬
larly in Southern Europe, have initiated development pro¬
grammes providing for large infrastructural investment over
large regions. Other programmes in certain countries are
directed especially to mountainous areas or depressed bor¬
der regions.

Co-operation between farmers extends in most countries

to the purchase of farm inputs, the sale and processing of
farm products, and to co-operative credit systems; in most
countries the establishment of co-operatives is facilitated by
the authorities. In recent years there has been some growth
of joint action at the production stage, and this development
is promoted by the authorities in certain countries as it
appears to provide at least a partial solution to the problems
of small farms.

GENERAL CONCLUSIONS

The pace of change in agriculture is rapid, and forward-
looking policies are necessary. The agricultural sector is
influenced by general economic growth and by technological
development. Income levels in non-farm occupations are
rising, causing the income expectations of the farm popu¬
lation to rise also. The growth in demand for farm produce
is however limited in the highly-developed countries, while
improved technology in agriculture is constantly raising the
amount which each person employed in agriculture can
produce given sufficient capital: the results in several cases
have been a pressure of supplies on available outlets, and a
generally unfavourable movement of prices for farm produce.
The movement of labour from agriculture to other sectors is
necessary both to improve productivity and incomes in
agriculture and to meet labour needs in the rest of the eco¬

nomy, but much of the agricultural labour force is insuffi¬
ciently mobile. Farm structures are not always adapted to
modern conditions, and many farm families, operating
small and low-income farms, often in backward areas, are
left behind in the general improvement in living standards.

Agricultural policies in most of the OECD countries were
formulated in the past with the main objectives of support¬
ing farm incomes, and particularly during the Second
World War and the early post-war period of promoting

increased output. Price supports and protection against
imports have thus played the major role in agricultural
policies. In recent years, most countries have tried to mod¬
ify their policies in the light of changing market conditions :
while continuing to support the prices of agricultural pro¬
ducts, they have sought means of guiding production along
desired lines, and in the case of certain products currently
in excess supply, of limiting the growth in production. They
have also developed programmes of farm improvement,
structural reform, rural development, etc. which aim to
make a lasting contribution to better standards of life and
work in the countryside and to ensure that agriculture con¬
tributes effectively to general economic growth.

These steps represent useful progress, though achieve¬
ments remain limited and numerous problems still have to
be overcome. In many cases, price supports continue to be
used as the main means of assisting farm incomes, though
their limitations for this purpose are now well known: in
general they give little help to the small farmers who need it
most, they do little to promote desirable improvements in
farm structures and organisations, and even for the larger
farmers their benefit may be short-term, since they encourage
the use in agriculture of more resources than would be econo¬
mically desirable and ultimately depress earnings in the



sector. The progress made in dealing with the low-income
problem of small farms has not yet been reflected in an
adjustment in the level of price support, particularly in coun¬
tries with high levels of support.

Prices, moreover, are still largely relied upon to fulfil the
dual role of supporting farm income and guiding product¬
ion, and difficulties arise in reconciling these two aims.
Some countries find from their own experience that adjust¬
ment of supplies solely through prices gives rise to difficulties,
given the limited freedom which their governments have in
manipulating prices and the slow response of production to
price changes. Some such countries therefore make use
also of direct production controls, in combination with
other measures. Direct controls, however, give rise to
difficulties and in the long run may impede the desirable
allocation of production resources.

Measures to improve farm productivity, structures, etc.,
and measures of a social nature benefiting the farm popu¬
lation are receiving increased attention in almost all OECD
countries. However, they are still often regarded as second¬
ary to traditional measures of price support, and available
information indicates that public expenditure on these pro¬
grammes is often still much less than that devoted to price
policies. While almost all OECD countries want to main¬
tain family farms as the basis of their agricultural structure,
some circles see the family farm as essentially a small enter¬
prise of a traditional type. This has led some countries to
seek to maintain a substantial number of family farms and
even in some cases to discourage the expansion of farms
beyond certain limits.

However, rapid changes of an economic and technical
nature are exerting pressures on farm structures and farming
methods. The development of " vertical integration " and
of intensive livestock units, and other commercial-type enter¬
prises, while it could lead to more efficient production and
marketing, raises a challenge to the family-farm structure
of the agricultural sector. To meet such challenges, and to
provide a satisfactory standard of living, the family farm of
tomorrow will have to be very different from the traditional-
type holdings which remain numerous to-day. The size of
business will have to be much larger, necessitating large
inputs of capital and a high degree of managerial skill in
production and marketing. The benefits of co-operation
between farms will have to be fully exploited. It is doubtful
whether a sufficient evolution in these directions can be

achieved without active encouragement and financial assist¬
ance by governments.

Agricultural policies have been developed with the in¬
terest of national producers primarily in mind, and outside
suppliers have in many cases had to bear the brunt of adjust¬
ments. With the growth of production made possible by
technological progress, many countries have become more
self-sufficient in a number of commodities, and official poli¬

cies have generally not tried to discourage this trend (with the
major exception of Sweden). Some importing countries
actively seek a greater degree of self-sufficiency : the United
Kingdom, which remains a larger food importer than any other
country, plans to ensure to its own producers a major part
of the future growth in its market. At the same time, with
world market prices generally well below domestic prices,
export aids in one form or another have become widespread,
further disrupting world markets and providing an addi¬
tional reason for protective measures to insulate national
producers.

Some countries, the UK in particular, have given outside
suppliers an assurance of a continued share in their markets.

Bilateral agreements, including those under EFTA, have made
a useful contribution to the expansion of trade between the
countries concerned. The only far-reaching attempt so far
to remove barriers to trade has occured among the Member
countries of the EEC.

Some countries outside the EEC believe that certain

important features of the common agricultural policy, which
has replaced the separate agricultural régimes of its Member
countries, are a cause for concern to third countries. These
concerns arise from countries' belief that production in the
Community will be stimulated by the price level especially
as no direct measures of supply control are foreseen. These
countries are also concerned with the lack of flexibility in the

implementation of the system. It is furthermore their view
that the system of variable import levies protects the Com¬
munity markets from outside competition, and coupled with
export restitutions, leads to loss of markets by third countries
within the EEC and to increasing pressure on world
markets.

The EEC countries emphasise that the common agricul¬
tural policy of the EEC is made up of a constructive and
coherent body of measures covering production, marketing
and trade in agricultural products. In particular, balance
between supply and demand is sought both by action on
prices and by other basic measures of market organisation
and of structural improvement. Import levies and export
restitutions are thus not the only elements in this body of
measures. This whole set of measures makes it possible to
avoid having recourse to quantitative formulae with their
consequences as regards both the distribution of resources
and trade. These countries recall that agricultural trade
has expanded both among the Member countries of the EEC
and with third countries since the common agricultural

policy became effective, as is indicated in this report.
For countries such as Denmark and Ireland, whose whole

economy is largely dependent on the progress of agricultural
exports, the problem of outlets is a serious one. More gener¬
ally, difficulties arise in securing a reciprocity of interests
between countries concerned with agricultural exports and
those concerned with industrial exports.

A number of countries consider that protectionism, some¬
times in combination with the general trend towards increas¬
ed self-sufficiency, is responsible for low prices and unstable
conditions on international markets. Some countries take

the view that these problems are intensified by the prevalence
of exports subsidies, while others consider that they are
caused by the inability of potential demand in less-developed
countries to make itself felt. In seeking a solution some
countries consider that a reduction in barriers to agricultural
trade must be an integral part of any attempts to improve
world market conditions. Other countries consider that an

improvement in world market conditions could only be
obtained ifall the parties concerned are prepared to undertake
mutual commitments relating to all the elements which have
an effect on these conditions.

In formulating their agricultural and trade policies, the
OECD countries need to take into account the food prob¬
lems of the less-developed countries of the world. In spite
of the efforts of the latter countries to balance the growth of
their food production with their requirements, there may
be a need for greatly expanded programmes of food aid from
the OECD countries. For such an expansion to be realised,
however, a solution should be found to many problems,
including that of financing such programmes. Any pro¬
gress in meeting world food needs may over time have a
bearing on some of the problems discussed in this report.
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FOREIGN

WORKERS:

a problem of social adaptation
More and ?nore, IVestern European countries are turning to foreign labour to meet their
manpower needs. Immigrants now constitute a sizeable minority group - up to iy per
cent of the population - and there is no sign that the number will decrease.
Until recently most governments have directed their main efforts concerning foreign
workers to opening up frontiers so as to permit freedom ofmovement. Now a new phase
is opening up as governments increasingly turn their attention to helping the immigrants
integrate not only into industrial work but also into the community.
A theoretical and practical analysis of problems and existing measures and those that
might be fallen has just been completed by M. Robert Descloitres for OECD's Manpower
and Social Affairs Directorate. It ivill be the fourth publication in a series on Labour
Mobility.

T_>
Between seven and eight million foreigners

are living -- and for the most part work¬
ing --in the countries of Western Europe. A large
number of the immigrants come from far afield,
but even more significant than geographical distance
is the social or cultural distance that separates many
of the newcomers from the nationals : only about
15 per cent speak the same language, and more than
half speak a tongue which belongs to a completely
different linguistic family. An estimated one out
of three are completely illiterate, and some two-

thirds come from traditional rural societies and thus

have no experience of urban or industrial life. Almost
a fifth are from Moslem nations, and of the immi¬
grants from other Christian cultures, the large major¬
ity are of a different religion from the one pre¬
dominant in the country to which they migrate.

The problems created in helping people with such
divergent backgrounds integrate into their new com¬
munity are compounded by the fact that they gener¬
ally hold jobs which are on the lowest rung of the
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economic and social ladder and by the fact that the
influx has been a sudden one. Between 1955 and

1965 the number of foreign workers in Germany,
for example, rose from 80,000 to 1 million; it tripled
in Switzerland and - - even excluding Algerians -
quintupled in France. Today more than 30 per
cent of Switzerland's labour force and 20 per cent
of Luxembourg's is made up of immigrants. In
France, Belgium and the United Kingdom, the pro¬
portion exceeds five per cent (1).

Foreign workers have contributed to the growth
of prosperity in the countries to which they have
migrated, and there is no evidence that the wave
of immigrants will reverse itself, even with increas¬
ing mechanisation and automation in Europe. In
fact, it appears that, as Italy and Spain continue
to develop their own domestic economies, there will
be growing competition for foreign workers and an
increasing tendency to recruit them from more
distant lands; hence the problems of cultural dispar¬
ity are likely to multiply rather than diminish.

Some of the problems that have arisen in connect¬
ion with the influx of immigrants are painfully
evident - - particularly in the shanty towns which
have sprung up on the outskirts of many industrial
cities. Others are well known to social workers

concerned with the migrant groups : the separation
of men from their families for long periods of time;
a general sentiment of isolation from the community;
prejudice and stereotyping on the part of nationals.
And on rare occasions even violence.

Measures for Social Adjustment

The role of governments with regard to foreign
labour differs considerably from country to country,
some leaving the responsibility mainly to private
firms or charitable organisations, others interven¬
ing more directly with measures intended to help
immigrants adjust to the community.

Within the Common Market workers migrating
from one Member country to another are guaranteed
of the same rights that are accorded to nationals
as to wages, social security, family allowances, hous¬
ing, representation on works' councils and other
matters.

As to immigrants from countries outside the Com¬
mon Market, bilateral agreements between the receiv¬
ing country and the country of emigration are pro¬
viding more and more guarantees for the workers
involved. Thus, for example, Belgian bilateral agree¬
ments with Greece, Spain and Turkey authorise
the admission of families if the workers have ade¬

quate accommodation for them.

In Germany, employers who want to hire foreign
labour must demonstrate that they have adequate
housing available before government manpower agen¬
cies will forward their requests to recruiting offices
in countries of emigration. Standards as to what
constitutes adequate accommodation, set by agree¬
ment between the German and Italian Governments

for Italian workers, have been extended to the
nationals of other countries as well.

French agreements with emigration countries pro¬
vide for sending a worker back home free of charge
if he should be rejected by French employers. Other
guarantees include access to vocational training on
the same basis as Frenchmen (10 per cent of the
places in government-sponsored Accelerated Voca¬
tional Training programmes are reserved for immi¬
grant workers) and suitable housing accommodation.
The difficulty is that these agreements only cover
workers who officially declare themselves such on
entry, but the majority of immigrants into France

- 80 per cent is the estimated figure enter as
tourists and have their status regularised later.

As to more direct measures to help the foreign
workers, certain emigration countries have an import¬
ant network of centres abroad to help their nation¬
als : the Spanish Emigration Institute represents
such an effort. A public body, it has 52 provincial
delegations within Spain to give potential migrants
information and advice on living and working condi¬
tions in other nations. The Institute also has centres

of recreation and welfare abroad which give workers
training in language and vocational skills, offer
counsel on labour law and social security regulations
and on adaptation to the new social environment
generally. Supplementing this effort are the Spanish
diplomatic and consular representatives who protect
and advise emigrants.

In Italy the Ministry of Labour and Social Secur¬
ity, together with provincial employment offices,
inform, guide and assist emigrants, and the Ministry
of Foreign Affairs helps its nationals abroad through
its diplomatic and consular missions to which Ital¬
ian welfare officers with special responsibility for
emigrants are attached. They deal with employ¬
ment, social security, educational assistance, voca¬
tional training, housing, leisure and other assist¬
ance. The Government also co-operates with priv¬
ate associations such as the POA-ONARMO which

has processing stations in several Italian cities and
which has been very active in organising welfare
and reception centres abroad (50 in Germany, 5 in
Belgium). Other countries of emigration, however,
do not have such networks either at home or abroad.

Action by Countries of Immigration

(1) Although migration is a new phenomenon in the post-
World War II period, it was more common than is often
realised in earlier years. In 1910, for example, foreigners
represented some 15 per cent of the population of Switzer¬
land, hardly less than today's 17 per cent, and in 1907 the
proportion of foreign workers in the active population of
Germany was higher than in 1965. These workers were
largely from contiguous areas, however, and generally work¬
ed in seasonal jobs rather than staying for a number of
years as they do today.

Considerable efforts are being made by private
charitable organisations of the countries importing
labour, such as the German Caritas and the French
CANAM (Comission for Aid to North Africans); one
centre in Marseilles, for example has provided lan¬
guage training for some 700 foreigners over a period
of seven months. Trade unions have also taken
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measures to help foreign workers adjust - - in par¬
ticular the German unions : as long ago as 1956 they
set up an assistance centre for Italian workers (in con¬
junction with an Italian trade union federation); since
then similar centres have been set up for Greek and
Spanish workers. Private firms employing large
numbers of foreign workers are also increasingly
interested in helping the employees adapt, at least
to their occupational conditions. A German elec¬
trical equipment firm, for example, has a centre
in Athens where it gives candidates a 25-day train¬
ing course and initiation into factory life.

The German Government authorities give official
recognition to guidance offices run by religious groups
and contribute financially to the activities of pri¬
vate welfare centres. They also play a role in the pro¬
vision of housing for immigrants; a fund of 200 million
DM is used for construction loans which are estima l-

ed to have made possible the building of accommo¬
dation for some 70,000 people. Foreign workers
who have lived two years in Germany can get loans
for the purchase of their homes.

In France a representative was designated by
the Prime Minister in 1964 to be responsible for pro¬
moting the social welfare of foreign workers and for
managing a government-financed fund, FASTE
(Fund for Social Action for Foreign Workers), which,
among other efforts on behalf of foreigners (inform¬
ation, scholarships for foreign children, occupa¬
tional training and promotion) has built low-rent
family dwellings (900 in 1965) and temporary homes
in which to house residents of slum districts who are

awaiting the construction of permanent accommoda¬
tion. FASTE also finances some reception and
readaptation activities carried out by private orga¬
nisations.

The tasi\ that remains

Despite these and many other examples, public
and private, of services to foreign workers, R. Des-
cloitres concludes that much remains to be done if

these workers are to be successfully integrated into
the community and the job. The social adaptation
policies and measures appropriate to a given country
will depend on its objectives with regard to inter¬
national labour mobility. Hence there is a need
for precise formulation of these objectives on the
part of both immigration and emigration countries
and the individuals concerned, so that programmes
can be geared to the length of a worker's stay, his
social and economic background and the number of
immigrants or emigrants involved.

Most immigrants today are not realistically inform¬
ed about conditions abroad before they leave. They
should, he suggests, be made to realise the difficulty
of their enterprise and be given accurate information
before their choice is fixed upon a specific country
or activity. More careful selection of candidates
would also avoid some of the more difficult cases

of inability to adapt.

Despite the theoretical rights to vocational train¬
ing enjoyed by foreigners as a result of Common

Market regulations or bilateral agreements, actual
access to vocational training is very difficult, partly
as a result of deficiencies in basic education and

knowledge of the language on the part of the immi¬
grant himself, partly because little effort is being
devoted to this aspect of adjustment. " Economi¬
cally speaking, vocational training would provide
industry with additional skilled labour, which is
becoming noticeably short in many branches of acti¬
vity ", the author points out. " Such training
would speed the integration of the most dynamic
and gifted elements. The social elevation would
encourage emulation and show that the status of
a foreigner was not necessarily synonymous with
the lowest professional standing, and the introduc¬
tion of vertical mobility would improve social rela¬
tions within the firm ". Vocational training would
also enable the worker to make a greater contribu¬
tion to the economic development of his own country
when he returned.

One of the most crucial deficiencies is the lack of

housing which remains the major physical handi¬
cap to the integration of foreign workers. This
is the field in which the greatest financial effort has
been made, but also the one in which limitations

most often come to light. " If foreign workers are
allowed to live in slums, the urban community can
never teach them the thousand and one usages of
everyday life which are a part of the social appren¬
ticeship ".

Equally vital in the view of B. Descloitres is the
question of family unity. Begulations in many
countries make it extremely difficult for a worker
to be joined by his wife and children, " There can
be no successful social adjustment if the foreign wor¬
ker is to remain separated from his family ", he con¬
cludes. " Such an artificial existence increases the

foreigner's isolation, reduces the possibilities of social
relationships and is apt to lead to strained relations
with the local population who have a keener percep¬
tion of the foreignness of segregated male groups and
sometimes suffer from their excesses. "

" If the demands of growth are not to be thwarted
by political measures restricting immigration be¬
cause of social tensions or conflicts, the only possible
way of harmonising the economic imperatives with
the interests of law and order inevitably entails a
certain degree of integration of foreign immigrants
into the receiving country. No country can allow
a large minority of more recent arrivals to subsist
on the fringe of the indigenous social groups, in pre¬
carious material and moral living conditions, without
serious danger to its national values and equilibrium.
Contemporary history reveals the dangers incurred
by socio-economic antagonisms between groups with
divergent and contradictory interests. In the au¬
thor's view it is in the interest of every European
industrial country, as well as in the international
interest, to ensure that such developments do not
recur, in a more acute form, between people of dif¬
ferent nationalities. Having regard to these diffi¬
culties, it does appear that the human and material
problems involved in a policy of social adjustment
are not considerable and are a small price to pay for
retaining the moral values of Europe and the evi¬
dence of international co-operation ".
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THE

ECONOMIC

OUTLOOK
_ NOVEMBER 1966 _,

The present article assesses current economic prospects in the OECD area on the basis of the information available up to 17th Nov¬
ember 1966. The views expressed, and the estimates and forecasts shown, are those of the Economics and Statistics Department
of OECD. Similar articles appeared in the August and December 1965 and April and August 1966 issues of the OECD Observer.
The analysis covers, successively, demand and output prospects, and trends in international trade and capital movements. The
statistics have, wherever possible, been seasonally adjusted, and follow OECD definitions.

The growth of demand in the OECD area has slowed down from around 5 il2 per cent
in the first half of this year to perhaps 4 per cent in the second half. A major factor has
been the impact of tight money policies in the United States, Germany and (combined with
other measures) in the United Kingdom. The prospects are that this more sustainable rate
of growth will be continued through next year, but with important variations between coun¬
tries. There should be a significant widening of the margin of spare capacity in the United
Kingdom and, to a lesser extent, in Germany, but a gradual reduction of this margin in
Italy, France and Japan. In the United States, where much depends on the future course
of military spending, the authorities are aiming to keep the growth of overall demand in line
with capacity (estimated at 4 per cent).

For the major countries outside North America the prospects for an improved cost and
price performance seem rather better than for severalyears.But prices have risen quite sharp¬
ly in North America, raising questions concerning the outlook for international price stabi¬
lity and payments equilibrium.

A further satisfactory expansion in world trade seems likely next year. The United King-



dom's balance of payments position should improve significantly, but elsewhere substan¬
tial payments imbalances may persist. The continued deterioration in the United States'
current balance has been more than offset by an inflow of short-term funds. The Ger¬
man current account is moving into surplus. The prospects for further equilibrating
capital movements, and a confirmation of the recent easing of international credit tight¬
ness would seem to depend on the further relaxation of monetary restrictions in coun¬
tries such as Germany where there has been severe monetary restraint and where a
relaxation would be compatible with internal and external equilibrium, and on the avoid¬
ance ofa tightening of monetary conditions in countries such as Italy, Japan, and France,
where they have remained relatively easy.

DEMAND. OUTPUT, COSTS
AND PRICES

RECENT DEVELOPMENTS

IN INDIVIDUAL COUNTRIES

United States

Recent developments in the United States have been
strongly marked by the rapid rise in military expen¬
diture and the uneven impact of tight monetary policies.
Taking the second and third quarters together, the
growth of domestic demand was significantly slower
than the hectic pace of the preceedingsix months, falling
from 10 y2 to 7 per cent in value terms and from 7 V_
per cent to 3 % per cent at constant prices (annual
rates). This was the result of extremely disparate move¬
ments in the main components of demand. With de¬
fence expenditure rising rapidly, total public expendi¬
ture rose at an accelerating rate from quarter to quarter,
with an increase between the first and third quarters

of 15 per cent in value and 10 per cent in volume (an¬
nual rates). Expenditure on plant and machinery has
been the other strongly expansionary factor, showing
gains of 17 per cent in value and 14 per cent in volume.
On the other hand, the growth of private consumption
slowed down markedly, particularly in volume terms,
reflecting a temporary slackening in the rise in personal
incomes, a weaker trend in the demand for consumer

durables, and an accelerated rise in consumer prices.
But the main offset has come from residential construct¬

ion which has so far borne the main brunt of the Govern¬

ment's restrictive policies; between the first and third
quarters the decline in this item was enough in itself to
reduce the growth of total demand by 1 x2 percentage
points. In the light of these developments the Adminis¬
tration has taken a series of monetary and fiscal meas¬
ures designed to ease the strain on housing and bring a
greater measure of restraint to bear on business invest¬
ment.

The slower growth of demand in the spring and
summer was reflected in the labour market, and unem¬

ployment in October was at the same level as last
February. In the course of the third quarter there were

some indications that the price rise might be slowing
down, particularly in some of the more sensitive price
indices. Nevertheless, price trends have been dis¬
quieting. Over successive six month periods the
rise in the general price level (GNP price deflator)
has accelerated from an annual rate of 1.8 per cent
to 3.2 per cent and then to 4.2 per cent in
the latest period. Factors behind the price rise have
been above-average wage increases and below-average
productivity gains in the non-manufacturing sector,
notably in the service trades; some special factors
affecting food prices to the benefit of farm incomes;
and, more generally, demand-induced price rises char¬
acteristically first apparent for raw materials and inter¬
mediate goods but now becoming more noticeable for
manufactured goods, particularly machinery. The rise
in wages has accelerated much less than prices and the
growth of real wages has slowed down significantly.

The outlook for the coming months contains several
elements of uncertainty. The Administration aims
at keeping the growth of GNP at a 4 per cent annual
rate, just about in line with the growth of capacity;
if defence expenditures continued to increase at a
high rate, it would seem unlikely that this aim could
be achieved without further and rather immediate

fiscal restraint. Business investment seems now to

be beginning to reflect the cumulative impact of tight
money policies and a greater degree of uncertainty
concerning the future course of demand. This is
already the case for industrial and commercial construct¬
ion. But with high operating rates and heavy defence
ordering, a further strong rise in plant and machinery
expenditures would be likely. As regards residential
construction, action has been taken to moderate and,

eventually, halt the present slide, so that this seems
likely to provide a smaller offset to the growth of other
demand components than in the recent past. Finally,
if the non-consumption element of demand developed
along these lines, private consumption could be expected
to increase quite strongly.

With a lower increase in defence expenditure the
outlook would be somewhat different. Apart from
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1. GROWTH OF REAL GROSS DOMESTIC PRODUCT
Estimates ar d Forecasts (percentage changes)

Weight

(a)

1964

Growth over

previous year

Changes from previous half
year (b) at annual rates,

seasonally adjusted

1965 1966 1967
1965 1966

2nd half 1st half 2nd half

United States 52.9 6 5% 4 7 5y_ 4

Canada 3.6 6y2 6 4 6y2 7y2 2

France 7.3 3y2 4y2 5 6 4 5

FR Germany 8.6 5 3y2 3y2 4 3y2 3y2
Italy 4.1 3% 5 5y2 5y2 5 4y2

United Kingdom 7.6 2 1 0 1 2 -y2

Other Europe 10.2 5 5 5 4y2 5y2 5

Japan (c) 5.7 4 9 10% 4y_ 1 0y2 9 y2

TOTAL OECD 100.0 5 5y2
_

5y2 4

of which : OECD ex US 47.1 4 4y2 4 4 5 4

OECD Europe 37.8 4 4 3y2 4 4 3y2
EEC 22.8 4 4 4y2 5 4 4

(a) Member countries' GDP for 1964 converted into dollars at current rates of exchange, (b) For countries which do not have quarterly national
accounts these are necessarily very tentative estimates based on available information about the development of output, employment and expen¬
diture, (c) Gross national product.

uncertainty on this score, the policy problems facing
the United States' authorities depend to an important
extent on an accurate assessment of the risks involved

for the balance of payments and the price and cost
situation. Both the total and the composition of the
growth of demand are relevant in this respect. The
recent weakness of construction demand has, for exam¬

ple, been a factor behind the stability of unemployment,
but has probably had a much less marked influence on

the propensity to import or on the general cost/price
situation. The strong rise in defence and plant and
machinery expenditures has almost certainly had a more
than proportionate adverse impact.

On present trends, it seems likely that the trade sur¬
plus will have fallen by over $ 1 yi billion (annual rate)
in the second half of this year compared with the same
period a year earlier. It is not easy to assess how much
and how quickly the trade surplus would be affected if
from now on demand kept roughly in line with capacity.
The current account might well, in any case, be weakened
by some further rise in overseas military expenditure,
and the extent to which the current balance as a whole

might improve appears problematical.

On the price side the key question is clearly the future
course of wages. Up to now it has been wages outside
the manufacturing sector which have responded most to
rising demand pressures; the wage rise in manufacturing
has edged up remarkably little partly due to the pre¬
valence of long-term contracts. But a number of im¬
portant contracts are now coming up for re-negotiation,
and with consumer prices rising at an annual rate of
4 per cent over the last six months, it seems almost inevit

able that the level of settlements will go above the
current average of around 5 per cent; and although the
forthcoming negotiations only concern a fairly small
part of the total labour force, they could well have a
significant " demonstration " effect elsewhere in the
economy. The prospects for avoiding a permanent
upward twist in the cost/price level would seem to
depend heavily on achieving some evening-up and
general easing of demand pressures during the course of
1967.

Canada

Developments in Canada have followed closely the
pattern set by the United States, with a marked slow-down

in the second quarter of 1966 following the very rapid
expansion of output in the first quarter. A number of
current indicators point to a weaker trend, but this could
turn out to be largely temporary, reflecting developments
in the United States and certain accidental factors. The

increase in wages and prices has accelerated noticeably
and is causing considerable concern. An autumn bud¬
get to cover supplementary expenditure has been an¬
nounced, and the authorities are currently considering
the scale of any additional fiscal restraint which may be
required.

United Kingdom
In the United Kingdom the May budget was intended

to have a fairly restrictive but delayed effect on
demand. But this, together with some further lightening
of monetary policy, was not enough to prevent another
run on the pound, and in late July the Government
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A- INVESTMENT IN MACHINERY, GDP AND CURRENT BALANCES, 1963-67

Investment and GDP at constant prices, index numbers (1965 = 100); current balances in US $ million at current prices

Index numbers

140

130

ITALY
US$ million Index numbers

UNITED STATES

III

1963 1964 1965 1966 1967

The coverage of the line " machinery and equipment " varies from country to country ;
in Japan, it represents private gross fixed investment excluding residential construc¬
tion, and in the United States and Canada only private investment in plant and
machinery is included.
In the case of Japan the GDP line represents Gross National Product. The invest¬
ment and GDP figures are drawn from national sources whenever available. In
other cases Secretariat estimates have been made. The forecasts have also been

prepared by the Secretariat.

1965

Gross domestic product

Investment. in machinery and equipment

Current external balance

The current balances are seasonally adjusted balance of payments figures prepared
by the Secretariat.

Forecasts
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announced a series of wide-ranging measures designed
to reduce demand, slow the rise in wages and prices and
improve the balance of payments. The evidence to
date suggests that this latest package has had a marked
impact on the business climate. Unemployment has
risen from 1.2 per cent in May to 1.6 per cent in October
(seasonally adjusted); industrial production fell sharply
in September, and the latest surveys show down¬
ward revisions in investment plans and a generally less
optimistic view of demand prospects.

The outlook is that only exports and public investment
will increase much next year and that total demand will
be stable or declining, with a quite sharp cut-back in
private investment. This suggests that demand pres¬
sures should have eased noticeably by the time the
period of "severe restraint" on wages and prices,
backed by statutory powers, expires in the middle of next
year. Despite the removal of the surcharge in Novem¬
ber, little if any increase in imports seems likely next
year, and this by itself should be enough to move the
balance of payments back into surplus. The scale of
the surplus will, however, depend on whether the easing
of domestic demand pressures leads to a significant
improvement in export performance, as has been the
case for Italy, France and Japan over the last two years.

Germany
In Germany the strongly restrictive monetary policy

had to be maintained for some time before private
investment demand began to slow down, partly because
of heavy borrowing abroad by German companies.
But by the first half of this year, the weaker trend in
private investment, combined with a marked cut-back

in the growth of public expenditure (due also in part to
the tight monetary conditions) had brought the rise in
domestic demand well below the growth of productive
capacity. But, simultaneously, there was a marked
swing in the foreign balance (equivalent to 2 per cent
of GDP at annual rates) so that total output seems to
have been rising through this year at a rate of 3-3 % per
cent. This has been accompanied by some easing of
pressures in the labour market and a gradual deceler¬
ation of price and wage increases.

On previous occasions, a strong trend in exports
has led in time to a revival of investment demand.

But there is so far no sign of this, and business
surveys are currently suggesting an even weaker trend
in 1967. The outlook therefore seems to be for a further

easing of demand pressures through most of next year
with a corresponding improvement in the cost/price
situation. By the same token, the external current

account, which is already moving into surplus in
the second half of this year, should continue to streng¬
then appreciably. The importance, from the interna¬
tional viewpoint, for this development to be matched
by an opposite change in the external capital account
is further discussed below.

Italy, France, Japan
The recovery of demand has continued in Italy,

France and Japan. It may, therefore, be interesting

briefly to compare and contrast the events of the last

two or three years in these countries in the light of the
policies adopted by the authorities. The recession

began first and was most pronounced in Italy; between
the second halves of 1963 and 1964 investment in plant
and machinery fell by 30 per cent (Chart A). To stimu¬
late recovery the authorities relied largely on an easy
money policy and an extensive public works programme.
That this policy mix was rather slow in becoming
effective is suggested by the fact that in spite of a
sustained rise in GDP since the first half of 1965,
productive investment is unlikely to reach its previous
1963 peak level before late 1967. The policy problem
has been complicated by the weakness of residential
construction demand which, partly because of uncer¬
tainties connected with new legislation, has been
slow to respond to a series of stimulative measures.

The slow-down in Japan began a year later and was
much less pronounced; productive investment declined
by 6 per cent between the second halves of 1964 and 1965

and is now expected to have recovered its previous peak
level by the end of this year. Initially, the authorities
relied on a major easing of monetary policy; but as
signs began to accumulate that this would not be enough
to prevent a continued stagnation of investment demand,
they switched to an expansionary fiscal policy involving
both tax reductions and a strong increase in expendi¬
tures. With this combination of policies the downward
trend of private investment in fixed assets and inven¬

tories was reversed by the end of last year; and with
exports providing a very important stimulus, a steady
rate of growth of total demand has taken place since
then and is expected to continue during the next year.

In retrospect, the slow-down in France was of a
different nature from that experienced in the other two
countries. After about six months delay, the wide-
ranging package of measures introduced in September
1963, which included a restrictive twist in budget policy
and was supported by a moderately tight monetary
policy, produced some levelling-off of GDP which lasted
till around mid-1965. This pause reflected a sharp
decline in stock-building, largely offset by a favour¬
able change in the foreign balance; a smaller growth
in private consumption; and a fairly significant decline
in private investment in machinery and equipment,
only partly offset by a continued growth of public
investment. Since residential construction continued

to expand rapidly until the middle of 1965, there was
no actual decrease in total gross fixed investment.

In the second half of 1965, there was a fairly marked
pick-up in private consumption, which, together with
the resumption of stock-building, produced a
significant recovery of domestic demand. In
certain respects this appears to have been a
spontaneous phenomenon although it should be
noted that by this time fiscal and monetary
policies while providing little positive stimulus had
ceased to have a restrictive effect. With private invest¬
ment demand still weak, the authorities took a number

of monetary and fiscal measures to encourage it in the
autumn of 1965 and the early months of this year.

(continued on page 20)
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Nevertheless, in the absence of any strong expansionary
impulse, the increase in domestic demand in the first
half of 1966 was insufficient to prevent some slow-down
in the growth of output in the face of a slight deteriora¬
tion in the foreign balance and the less positive impact
of stock-building. But since there are now signs that
investment is responding to the measures taken earlier
and to improved demand prospects, this slow-down
in the general recovery appears likely to have been only
temporary.

In all three countries there was a strikingly close
relationship between the cycle in investment demand
and the behaviour of the foreign balance (Chart A).
The extreme case once again is Italy, where the sharp
dip in productive investment between the second half
of 1963 and the first half of 1965 coincided with a dra¬

matic reversal in the current balance. With investment

demand recovering only slowly through 1965 and 1966
the current account has remained in surplus to the
tune of over S2 billion. And even with a further

strengthening of investment demand next year, the
surplus only seems likely to decline quite slowly.

The reversal in Japan's external position was some¬
what less dramatic but followed the same pattern.

Already in the second half of 1964 the deceleration in
investment growth coincided with the disappearance of
the deficit on current account; and in 1965 a sizeable

surplus appeared. However, the early phase of the
recovery did not lead to any decrease in the current
surplus - - which may not begin to decline until the
second half of 1967 when spare capacity will have
diminished.

Changes in the current balance of France remained
fairly limited throughout the period. Already in the
second half of 1964 the small deficit in relations with

don-franc countries registered in the first half had
nisappeared, and the surplus went on increasing through
1965. With gradually accumulating signs of a recovery
in private investment, the current surplus has declined
this year. The further acceleration of investment
in 1967 is likely to coincide with a reduction and
possibly the disappearance of the current surplus with
non-franc countries, while still leaving a limited overall
surplus.

In all three countries the swing in the external current
account was offset to varying degrees by an opposite
movement in the capital account. This was far more
marked for Italy and Japan, presumably reflecting the
much more important role played by easy monetary
policies in these two countries.

THE GENERAL OUTLOOK

FOR 1967

Taking together the countries other than the United
States the outlook would seem to be for a growth of
demand in real terms of around 4 per cent next year,
i.e. about the same as the rate achieved in 1965 and

likely to be achieved in 1966 (Table 1). For these
countries as a whole this is probably close to although

perhaps slightly below the growth of capacity. But
as in the past, there are likely to be important differ¬
ences between individual countries in this respect,

with a significant widening in the margin of spare
capacity in the United Kingdom and to a lesser extent
in Germany, offset by a gradual reduction in the mar¬
gin in Italy, France and Japan.

For the OECD area as a whole, however, the rate

of growth achieved next year will depend heavily
on the course of events in the United States which, as

already noted, is unusually difficult to foresee because
of the uncertainties surrounding the development of

CHANGES IN CONSUMER

PRICES

at annual rates

a) MAJOR COUNTRIES

TOTAL

consumer

price index

TOTAL

excluding

food
food and

services

Canada
E

R

3.7

4.0

2.5

2.5

1.0

1.1

United States
E

R

2.5

4.0

1.7

3.9

1.1

2.1

Japan
E

R

4.9

5.0

6.7

6.5

7.1

2.0

France
E

R

2.6

2.6

2.3

3.2

1.5

1.1

FR Germany
E

R

3.7

2.1

5.0

3.5

3.1

1.8

Italy
E

R

2.7

0.9

3.0

2.5

0.6

1.9

United Kingdom
E

R

2.7

4.5

3.8

4.4

3.2

2.4

b) SMALLER COUNTRIES

Total consumer price index

Early Trend Recent Trend

Iceland 10.5 13.5

Denmark 9.4 6.0

Spain 7.8 5.1

Turkey 14.2 8.0

Netherlands 6.1 7.1

Sweden 7.7 3.2

Switzerland 5.1 3.4

Portugal 10.5 -1.1

Greece 5.5 3.6

Norway 2.1 4.8

Belgium 4.3 3.0

Ireland 0.2 3.5

Austria -1.6 2.1

Early Trend : In principle, the average of the first 3 months of
1966 over the average of 3 months' period six months earlier.

Recent Trend : The average of the most recent 3 months avail¬
able over the 3 months' period six months earlier.
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defence expenditure. At one extreme, a marked
slowdown in the growth of defence expenditure combi¬
ned with the recent weaker trend in civilian demand,

could create transitional problems requiring the flexible
use of available policy instruments. On the other
hand, a continuation of the recent very rapid growth
of defence spending would call for continued restrict¬
ive policies. If the US authorities achieve their
aim of a growth of demand in real terms of around
4 per cent, it would mean that for the OECD area as
a whole growth would be roughly in line with capacity,
and that for the first time since mid- 1964 growth in
real terms in North America would no longer be at a

higher rate than in the rest of the area.
Within this overall picture, however, there remain

several important questions concerning the prospects
for international price stability and payments equili¬
brium. In the first place, a good deal will depend on
how a 4 per cent rate is achieved in the United States.
If defence expenditure were to rise at such a rate as
to require further restrictive action to keep the total
growth of demand to 4 per cent, this would leave a
rather unbalanced picture, with defence taking a sub¬
stantial proportion of the increase in output. In
these circumstances, the favourable effects on price

developments and the foreign balance which normally
would be associated with a slower rate of growth could
be much attenuated. Furthermore, even with a smaller

rise in defence expenditure and a more balanced growth
of demand, there must be some doubt as to how quickly
an improvement of the present disquieting trends in
prices and imports would become apparent.

These uncertainties should be viewed in their wider

international setting. Generally speaking, for the major
OECD countries outside North America, the prospects
for an improved cost and price performance next year
seem rather better than at any time for several years. In
the United Kingdom drastic action has been taken to
slow the rise in costs and prices, and this, together with
easing demand pressures, should lead to a marked
improvement in the price performance over the next
12 to 18 months. And it is hoped that after the present
emergency legislation expires, new arrangements can be
evolved which, coupled with appropriate demand mana¬
gement policies, will ensure a better performance in the
future. In Germany, cost increases from the period of
over-heating are still working their way through into
prices. But the economy now seems assured of a
sufficient breathing space to enable this process to work
itself out, thus providing the basis for a renewed and
more balanced expansion.

It is also encouraging that in the countries which are
now in an expansionary phase Italy, France and
Japan there has so far been little acceleration in
costs and prices. It is true that at this point in the cycle
they are benefiting from above-average productivity
gains, and that they all still have, to varying degrees, a
certain margin of spare resources. But compared with
similar periods in the past it would seem that a smoother
pick-up in demand is being associated with a more
moderate and sustainable growth in incomes (1).

The outlook for costs and prices for the smaller
European OECD countries is in many ways less satis¬
factory although there are important variations from
country to country. Taken as a group, expansion in
these countries is proceeding faster, and prices are
rising faster, than in the larger countries (see Tables 1
and 2). Although in recent months price increases
have slowed down in a number of these countries, this
has mainly reflected an easier trend in food prices, and
pressures on price levels remain substantial in the

(1) In Japan, structural factors appear to have played an
important part in the development of domestic prices which
continued to rise sharply through the recession. Apart from
what may be a once-for-all rise infarm incomes and food prices,
an important factor has been the narrowing gap between wages
in the modern industrial sector and in other activities (including
services). Export prices, after declining in 1965, have re¬
mained practically unchanged in 1966.

B. RELATIVE GROWTH OF DOMESTIC

DEMAND AND CHANGES IN THE FOREIGN

BALANCE OF NORTH AMERICA 1956-1966

,60 0.8
+ FB

61

57

64

56 63

0,7.

0,6 X

0,5

0,4

0,3.

0,2.

0,1

2 1

In the other years the
foreign balance of
North America dete¬

riorated. (In 1958
domestic demand

was weak in both

areas, and actually
decreased in North

America).
58

Since 1956, the

foreign balance of
North America has

improved only in
those years when
domestic demand in¬

creased less quickly
than in the rest of

the OECD area.

1 2 ..

0.1 _ 62

0,2^ 66

0,3 _

0,4 _

0,5 _
59

-

65

0,6 _

0,7__

0,8 J
FB

Note : On the horizontal line the plotting points represent the difference, in percentage points, between
the annual rates of growth in the volume of domestic demand (including stocks) in North America and
the rest of the OECD area, respectively. The negative sign (left) indicates that DD increased less
quickly in North America than in the rest of the OECD area. The vertical line shows changes in the
foreign balance of North America (volume of goods and services, including factor income) as a
percentage of domestic demand. The positive figures (above the line) correspond to an improvement.
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3. WHOLESALE PRICES
AND WAGES

Percentage
change over
previous year

Canada

USA

Wholesale prices
Wages

Wholesale prices
Wages

1964

0.9

3.7

0.4

3.1

Change
in the

latest

12

1965 months

Japan

France

FR Germany

Italy

UK

Netherlands

Sweden

Wholesale prices
Wages

Wholesale prices
Wages

Wholesale prices
Wages

Wholesale prices
Wages

Wholesale prices
Wages

Wholesale prices
Wages

Wholesale prices
Wages

-0.3

11.2

2.5

6.9

1.2

8.4

3.2

14.0

2.7

8.1

6.4

16.1

4.6

6.3

1.9

4.7

1.8

3.3

2.2

9.3

0.5

5.8

2.6

9.9

1.3

8.5

3.8

6.6

2.8

10.4

3.4

10.4

3.2

5.7

3.8

4.3

2.3

9.6

3.2

5.9

2.3

7.4

0.5

3.0

2.8

5.9^
4.5

8.6

2.6

9.6

Wholesale prices, in principle, are those of manufactured goods. In the case of France they refer
to intermediate goods only; for the U. K. manufactured goods, excluding food ; for Japan, Germany and
Italy the weighted average of indices for consumer goods and investment goods.
Wages, in principle, refer to hourly earnings in manufacturing. In the cases of France. Italy and the
Netherlands, they refer to hourly rates. For Japan the figures refer to monthly earnings for the U. K.
to weekly earnings.
For both prices and wages the indices are identical to those shown under the corresponding entries of
the Main Economic indicators of the OECD.

Netherlands, the Scandinavian countries and Spain. In
assessing future prospects it has to be borne in mind

that most of these countries are heavily dependent on
foreign trade, and hence that a slower rise in prices in
their major trading partners would both help and
make it more necessary for them to achieve a better
price performance.

The general outlook is for a divergent trend in prices
between North America and the other major OECD
countries. Up-to-date information is not available, but
it seems likely that the rise in the general price level in
France, Italy and Germany, the United Kingdom and
Japan, taken together, will have come down to 3 -3 1/_ per
cent in the second half of this year (1), and that the
increase may be in the 2 l/2 -3 per cent range next year.
On the other hand, the recent trend in the general price
level has been at an annual rate of increase of 4 per cent
in the United States and 5 per cent in Canada.

These trends in the growth of ouput and in costs and
prices are clearly relevant to an assessment of the outlook
for international trade and payments which is discussed
in the next section, it may, however, be worth noting
at this point that over the last ten years it has only been
in years in which domestic demand increased less in
North America than in the rest of the OECD area that

there was an improvement in North America's foreign
balance as measured in national accounting terms
(see Chart B).

(1) Wholesale price indices are unreliable for inter-country
comparisons because of different methods of construction. It
should be noted that the rise in the non-food goods component
of retail price indices, which may provide a better guide to
price movements for manufactured goods, has decelerated
noticeably in Japan, Germany, the United Kingdom and
France and has remained quite low in Italy (Table 2) .

TRADE AND PAYMENTS
SUMMARY

The out-turn for OECD trade in 1966 seems likely to
be in line with the high growth rates anticipated last
June, and growth in 1967 may not be much less. North
American demand, while growing somewhat less fast
than in 1966, still seems likely to make a significant
contribution to the growth of world trade. The United
Kingdom, Germany, and some of the less industrialised
OECD countries are not expected to contribute very
significantly, but this should be offset by other OECD
countries, particularly France, Italy and Japan. The
resulting 10 per cent growth of OECD imports is roughly
in line with the trend of the last few years. A longer-
term look at the determinants of OECD imports (see
note below) suggests that it is also consistent with
sustainable growth in the OECD area during the
remainder of the present decade.

OECD exports in 1967 may grow somewhat faster
than OECD imports, as the pick-up in demand from the
rest of the world (already noticeable in recent months)

is likely to offset a small deceleration in intra-OECD
trade.

The expansion of world trade has not so far been
accompanied by any marked evening-out of payments
disequilibria. The sharp deterioration in the United
States' current balance has offset the improvement
on capital account. The Italian and Japanese current
surpluses reached record levels in the twelve
months ending June 1966, and show few signs of
decreasing substantially by mid- 1967. The United
Kingdom's current deficit should, however, by then
have been eliminated. In Germany a significant change
has taken place, the current account deficit giving
way to a surplus in the second half of this year.

So far this year shifts in current balances have con¬
tinued to be offset or more than offset by opposite
changes in capital balances, notably for the United
States. It is difficult to assess how far this may continue
to be the case. With continued tight monetary condi¬
tions, a further decline in the capital outflow from the
United States seems possible, and an improvement in the
United Kingdom's capital account is anticipated. On
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the other side, the present large capital outflows from
Italy and Japan may continue, although at some stage
they seem likely to decline as the degree of utilisation of
domestic resources increases in both countries. A key

question would seem to be whether, with the pressure
of domestic demand easing and the current account
moving into surplus, there will be a substantial swing in
Germany's capital balance - - which may be unlikely
unless the present policy of monetary tightness is relaxed.

In the twelve months to June 1966, world monetary
gold holdings rose by only $0.3 billion, roughly the
amount of Russian gold sales during the period. Thus,
current gold production outside the Soviet Union was
entirely absorbed by private hoarding and unrecorded
official purchases. There was little increase in recorded
liabilities of reserve currency countries to foreign mone¬
tary authorities; a fall in liabilities to OECD countries
almost offset the rise in liabilities to primary produ¬
cers (1).

TRADE TRENDS

Impcïort trends andprospects

Recent import trends for most major OECD coun¬
tries have not diverged significantly from those of the
first half of this year (Chart C). During the third
quarter, import demand in the United States was grow¬
ing briskly and French, Italian and Japanese imports
were also rising fast, in line with developments in domes¬
tic activity. In Germany, the weakness of domestic
demand was reflected in the flat trend of imports. Cana

dian imports also appear to have flattened out at the
high level reached by the end of last year. Interpreta¬
tion of United Kingdom figures is rendered difficult by
the effects of the seamen's strike. The recent figures
indicate a distinctly weaker trend, but it is not clear
to what extent they were affected by anticipation
of the surcharge removal.

In 1967, the growth of import demand in the OECD
area seems likely to slow down somewhat from the
rather high rate of 1 1 */_ per cent recorded this year,
perhaps to around 10 per cent (see Table 4). This
forecast is based on the following assumptions of deve¬
lopments in main OECD markets :
(i) North American imports seem unlikely to continue

growing at the exceptionally high rate experienced
this year,

(ii) In the United Kingdom, the effect of recent govern¬
ment measures should be at least to stabilise the

level of imports next year, despite the removal of
the surcharge.

(iii) Growth of import demand in the less industrialised
OECD countries should slow down in 1967

largely as a result of the restrictive measures taken
in Spain and Greece,

(iv) Demand from France, Italy and Japan should
continue to make a substantial contribution to

world trade.

(continued on page 25)

(1) The latter element may be understated in the statistics
at present available.

4. FOREIGN TRADE OF OECD AREA (a)
Estimates and Forecasts (values, per cent change)

Value of

trade in

1964

($ billion)

Growth over

previous year

Change from previous
half-year, annual rates,

seasonally adjusted

1960-

1964

Ave.

I
1965 1966 1967

1965 1966

1st

half

2nd 1st 2nd

half half half

ding tional ales(b)
TOTAL

Imports

Exports

113.9

108.7

9.0

8.0

9.5 1 1 y2

10.4 11

10

1(H_

8.6

9.5

15.4 11 .0 9y2

13.1 10.1 11y2

Intra-OECD

Exports 75.1 9.8 11V_ 11.5Exclu excepi 'heats
11.1 12 15.3 12.7 10

Extra- OECD

Imports

Exports

32.6

33.7

6.7

4.4

6.0

9.2

9%
7

7

9

5.2

8.0

5 13.0 6.9 9

6.4 3.0 14

Including exceptional wheatsales
TOTAL

Exports 109.3 8.1 10.1 11 ioy2 9.1 13.7 10.1 11 y2

Extra- OECD

Exports 34.3 4.9 8.1 m 9 6.7 8.2 3.0 141/2

(a) Adjusted for the estimated shift of exports between early 1965 and end-1964 figures due to the US dock strike and for changes in the
secrecy regulations concerning US special category commodities, (b) Excludes wheat sales to Soviet Union and Mainland China.
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C. MERCHANDISE TRADE

adjusted for seasonal variations

3 month moving averages

(common logarithmic scale)

Billion S Annual rates

1963 1964 1965 1966

	 IMPORTS

(1 ) Customs basis. Imports c.i.f., except Canada and the United States.

1963 1964

EXPORTS strike

UNITED KINGDOM

1965 1966
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Intra- OECD trade

The impact on intra-OECD trade of the growth of
import demand in selected OECD markets is shown in
Table 5. North America may account this year for
some 40 per cent of the growth of intra-OECD trade,
slightly more than in 1965 and well above its past share.
Elsewhere, there have been important changes. France,
Italy and Japan, where strong economic recovery is now
taking place, have shifted from a negligible contribution
in 1965 to some 25 per cent of total demand in 1966. On
the other hand growth of demand from Germany
is expected to contribute less this year than in
1965, and the contribution of the smaller OECD
countries should also decrease.

5. CONTRIBUTION OF SELECTED

MARKETS TO TOTAL DEMAND

FOR OECD EXPORTS
(percentages)

Average
share

Share in growth

1964 Estimated

in to 1965 to

1964 1965 1966

United States and Canada 23 37 41

Germany 13 21 4

United Kingdom 10 3 6

France, Italy, Japan 18 3 25

Other OECD industrialised 30 27 17

OECD less-industrialised 6 10 7

Total Intra-OECD Exports 100 100 100

Trade with the rest of the world

After their sharp rise in the second half of last year,
OECD imports from the rest of the world levelled out
through the summer of 1966. This was largely due
to the weakness of European imports from the less-
developed primary producers, which, early in the autumn,
started picking up quite strongly (see Chart D). Imports
from the developed primary producers had already
recovered in the second quarter from a slump around
the turn of the year, while imports from the Sino-
Soviet area rose sharply throughout.

Primary commodity prices rose strongly till June, due
mainly to developments in the copper market, but have
since fallen back under the influence of more normal

copper prices, and also of declining quotations for sugar,
rubber, and wool (Chart D). Tight credit and the
ensuing high cost of financing stocks in many industrial
countries may have held back demand during the rela¬
tively slack summer months. With demand picking up
in the autumn and more favourable prospects for non-
ferrous metals and some industrial raw materials, the

third quarter decline may be partly reversed; and average
prices for the second half of 1966 may not be far from
the average of the first half. It is difficult to see reasons
for any sharp change in 1967. The continued strong

growth of world trade should prevent any substantial
fall, and supply conditions seem to be ample enough to
eliminate the possibility of a general price rise. Since
the volume growth of primary producers' sales may rise
somewhat further, the value of OECD imports from the
rest of the world may continue rising through 1967 about
as fast as in the first half of this year, i.e. at roughly 7 per
cent.

In line with earlier expectations, OECD exports to the
rest of the world accelerated sharply around mid-year.
(The previous period of slowdown lasted less than twelve
months, thus lagging a year behind the development of
OECD import demand from primary producers) (1).
The pattern of exports to the rest of the world also seems
to conform to previous expectations (see Chart D).
Exports to the less-developed non-OECD countries
continued the rise initiated in the second quarter of this
year. The sharp fall in exports to developed primary
producers has now begun to be reversed; import
restrictions have been relaxed in South Africa, while

the growth of domestic expenditure in Australia and
New Zealand may be picking up.

In total, OECD exports to the rest of the world
may rise by not far short of 15 per cent in the second
half of this year, while OECD imports may rise by
some 9 per cent. As a result, the trade surplus of
OECD countries with the rest of the world could

increase by over $1 billion (annual rate).

Tn this case, further important changes in 1967 in the
OECD trade balance with the rest of the world seem unlike¬

ly. The level of primary producing countries' reserves is
now higher, in total, than at any time in the past ten years.
But it seems that most of these countries are now aiming
to maintain and slowly increase this level of reserves,
and thus that a further increase in their trade deficit is

unlikely unless matched by a larger flow of financial
resources. On this basis, OECD exports to the rest of
the world might grow by some 9 per cent in 1967, i.e. as
much as in 1965 and rather more than this year.

Export performance
Although intra-OECD trade may rise less fast

chiefly because of trade with the United States total
OECD exports will benefit from the brighter outlook for
demand from the rest of the world. Over the three years
1965-67 the growth of total OECD exports may therefore
remain rather steady at between 10 %-ll per cent, with
the somewhat larger variations in OECD demand being
offset by opposite variations in demand from the rest of
the world.

United States exports, which had moved rather
erratically in the first half of the year, showed a strong
trend in the third quarter, due in large part to stronger
agricultural exports (Chart C). The growth of Cana¬
dian exports has slackened, despite higher wheat sales
to the Soviet Union and Mainland China. In the

(I) For a summary of the latest cycle in trade with the
rest of the world, see OECD Observer n° 23, August 1966,
pp. 27-28.
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D. OECD TRADE WITH PRIMARY PRODUCING COUNTRIES

(adjusted for seasonal variations 3-month moving averages)

Million US $

Monthly rate

500

OECD TRADEO) AND PRIMARY

PRODUCERS' RESERVES

EXPORT PRICE INDICES

Billion US $
OF PRIMARY COMMODITIES (5)

Quarterly rate 1961 =100
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2000

LESS DEVELOPED COUNTRIES

(excluding high reserve

countries)

1600

1965 1966 1965

OECD exports to region

OECD imports from region
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(left scale)

Change in region's reserves!2) (right scale)

NOTES

1 - OECD exports and North American

imports are f.o.b. Other OECD imports
are c.i.f.

2 - Including net IMF position.
3 - Australia, New Zealand, South Africa,

0,4 and Finland.

4 - Iraq, Israel, Kuwait, Lebanon, Libya,

Malaya, Saudi Arabia and Venezuela.
5 - Source : National Institute Economic

Review, London.

6 - Excluding petroleum.

~k Dock strike.
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RESERVE COUNTRIES C+)

600

500

250

1961 1962 1963 1964 1965 1966

case of the United Kingdom, the seamen's strike seems
to have caused some once-and-for-all loss, but the

trend rate of growth of around 8 per cent per annum
may not have been affected. German exports have
strengthened further, while there seems to have been
some weakening in the previous strong trend of Japan¬
ese, Italian and French exports.

Discrepancies in the growth of demand in individual
markets affected the development of major OECD
countries' exports over the last two years. Chart E
shows the growth of each country's export markets in
1965 and as forecast for 1966. In both years, but parti¬
cularly in 1966, the favourable impact of strong demand
in the United States market on countries such as Canada

and Japan is obvious. France and Italy have been
affected by the turn-around of the German market from
extreme buoyancy in 1965 to a flat trend this year. The
impact on their total export markets was, however,
cushioned by the rapid expansion, this year, of their
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trade with each other. With strong demand in Italy
and France, Germany's export markets have been more
favourable this year than in 1 965. The United Kingdom
which enjoyed particularly favourable markets in 1965,
has been adversely affected this year by the temporary
setback to the growth of demand from non-OECD
countries, particularly the developed primary producers
in the sterling area.

In 1965, the actual outcome for each country's exports
depended much more on gains or losses in individual
markets than on market composition; the major factor
being the much weaker pressure of domestic demand in
Italy and Japan than in the other major OECD countries.
This year, however, differences in export performance
have been less marked as these relative differences in

domestic demand pressures have begun to even out.
Japan and Italy, while remaining the best individual per¬
formers, appear to have increased their shares much less
than in 1965. Conversely, Germany and the United
Kingdom, where the pressure of demand has decreased,
improved on last year's performance, the former by
making larger gains, the latter by diminishing its losses,
which would have been still smaller in the absence of the

seamen's strike. The case of the United States is difficult

to analyse because of the once-and-for-all loss incurred
as a result of the 1965 dock strike (1), which had the

effect of deteriorating apparent performance in 1965 and
improving it in 1966. French export performance,
which improved after the stabilisation of 1964, appears
now to have deteriorated somewhat. The greatly
improved performance of the less industrialised OECD
countries as a group is mainly due to higher agricul¬
tural exports, but booming Spanish exports of manu¬
factures, particularly to non-OECD countries, also
contributed to the outstanding performance recorded
in 1966.

In 1967, United Kingdom export markets are expected
to be more favourable than this year, as a result of higher
non-OECD demand, and the loss in market shares may
well be less. German export markets might be slightly
worse, but German export performance should continue
the improvement already shown in the second half of
this year. On the other hand, Italian, Japanese and
French performances should taper off as domestic
demand rises in relation to capacity. For the United
States, some improvement over this year's performance

seems possible. (continued on page 28)

(1) Allowance is made in Chart E for the acceleration in
export shipments before the strike which led to a shift ofexports
from 1965 to 1964, but not for the once-and-for-all loss caused
by the strike in 1965.

E. RELATIVE EXPORT PERFORMANCE OF OECD COUNTRIES
(percentage changes)

1964 to 1965$ Countries 1965 to 1966 1964 to 1965 Cou ntnes 1 965 to 1 966

FRANCE

UNITED

STATES (d) r
10

UNITED

KINGDOM

10

Other OECD

industrialised

countries r
10

10

0

industrialised

OECD

countries

Actual growth in the value of exports.

Total OECD

Thegrowth which would have occured in the
value of a country's exports if it had exactly
maintained its share in OECD exports to
each market.

(a) Excluding US and Canadian wheat exports to the Soviet Union (b) Adjusted
for changes in the coverage of US special categories (c) Based on Secretariat
projections to the end of 1 966 (d) Adjusted for the estimated shift of exports between
early 1965 and end 1964 figures due to the US dock strike.
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Current balances

The changes in trade just described, together with
probable shifts in invisible payments, are likely to pro¬
duce some striking movements in major countries' current
balances next year (Table 6). The United States'

6. CURRENT BALANCES

OF OECD COUNTRIES
year ended June (S billion)

1964 1965 1966
1967
Estimate

United States 4.5 5.2 3.3 1.5

United Kingdom -0.4 -1.0 -0.6 0.0

Canada -0.5 -0.6 -1.0 -0.6

France, Italy, Germany 0.1 1.3 1.8 2.9

Japan -1.1 0.4 1.1 1.3

Other OECD industrialised -1.0 -0.4 -0.7 -0.4

Other OECD less- indust. -0.6 -0.8 -1.1 -0.9

Total OECD 1.0 4.1 2.8 3.8

current surplus may be running at around $1 % billion
in the twelve months to mid- 1967. In Germany,
the current account has moved into surplus earlier
than might have been expected, and the surplus is
likely to increase substantially in 1967. The French
current balance with non-franc countries seems likely
to be in approximate equilibrium. The Italian sur¬
plus, while remaining very large, should decline. The
improvement in Germany's current accounts seems
likely to be significantly larger than the deterioration
for France and Italy, so that these three countries to¬
gether may well show a current surplus ofabout $3 billion,
or over $1 billion more than in 1966. Canada, and

possibly Japan, seem likely to see a strengthening of
their current accounts. After the series of disinfla¬

tionary measures over the last two years, the United
Kingdom should achieve approximate current balance.
The combined current deficit of the smaller OECD

countries also seems likely to diminish. As already
indicated, the total current surplus of all OECD coun¬
tries taken together vis-à-vis the rest of the world
should show a substantial increase.

CAPITAL MOVEMENTS

Lack of seasonally adjusted data on capital move¬
ments makes an assessment of current trends difficult.

The main feature of a comparison of the first half of this
year with the same period a year earlier was the sharp
decline in the net capital outflow from the United States.
For the major OECD countries taken together there was
a small decline in the total net outflow, with a sharp
decline in private long-term capital outflows not quite
offset by a smaller inflow of short-term capital. The
inflow into the smaller industrialised countries increased

somewhat (Table 7).

The fall in long-term capital supply was largely
accounted for by a reduction of $1.4 billion in the out¬
flow from the United States from the first-half 1965

level which was somewhat inflated by precautionary
outflows in anticipation of the restrictive measures
taken later. The United Kingdom also recorded smaller
outflows, while Canadian borrowing increased. These
developments were only partly offset by an increase of
almost $0.5 billion in the net outflow from Italy and
Japan.

On short-term account, the repatriation of funds by
US corporations, which had strongly affected capital
flows in the first half of 1965, was succeeded by a
renewed accumulation of liquid funds abroad out
of proceeds of security issues - - amounting to some
1200 million in the first half of 1966. Under the

influence of increasing monetary tightness, United
States banks became major borrowers in the Euro¬
dollar market, largely through their London branches;
foreign banks' dollar balances in the United States

rose by as much as $2 billion in the first three quar¬
ters of this year. (This also owed something to the
reversal of window-dressing operations by German
and Italian banks around the turn of the year. Another
contributory factor appears to have been switching
out of sterling as the dollar position of UK commer¬
cial banks improved by $200 million.) Canadian and
Japanese banks acted as suppliers of funds to abroad

moderately in the first half of the year, but on a
large scale in the third quarter, the period of seasonal
surplus in the two countries' balance of payments. The
outflow from Italy was resumed in the third quarter,
with the assistance of swap facilities provided by cen¬
tral monetary authorities. German corporations, on
the other hand, were major borrowers. In the first
three quarters, they increased their short-term foreign
indebtedness (including inter-company credits, but
excluding unreported borrowing) by S400 million an
amount equivalent to 34 per cent of total domestic

short-term bank lending to the private sector during
this period (1). Since August, however, the impact
of this borrowing has been partially offset by exports
of funds by German banks.

The smaller industrialised OECD countries, whose
borrowing had declined significantly in 1965, substan¬
tially increased their calls on foreign capital sources in
the first half of 1966 (see Table 7). This was largely
accounted for by Austria, Belgium and the Netherlands,
whose current balances deteriorated and where monetary
conditions became appreciably tighter. The inflow of
capital into Sweden appears to have reached the same
high level as in the first half of 1 965. On the other hand,
the inflow to Norway was reduced, partly perhaps in
connection with lower imports of ships, but mainly
through a curtailment of new issues abroad. On
the whole, borrowing by the smaller industrialised
countries tended to shift to short-term forms during the
period reviewed. In particular, their new issues of

(1 ) The corresponding ratio for the first half of 1965 was
5 per cent, andfor the second half of 1965 22 per cent.
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7. CAPITAL FLOWS OF OECD COUNTRIES, 1965

AND 1st HALF 1966 (s million)

MAJOR

COUNTRIES

Banking

Total funtf &
net othe<

monetary
items

T Of which

Other

short-

term (a)

Long-
term

Official

long-
term

Direct

invest¬

ment

United States
1965 /1st half

1965/2nd half

1966/1 st half

-2249 (b) 418
-2779 (b) 390
-1266 (b) 978

949

-642

-56

-3616

-2527 (c)
-2188

-958

-881 (c)
-945

-2084

-1287

-1657

Canada
1965/1st half

1965/2nd half
1966 /1st half

619 426

538 -27

462 -126

-49

131

24

242

434 (c)
564

140

119

189

United Kingdom
1965/1 st half -247

1965/2ndhalf -7

1 966/1 st half -252

-33

244

-35

47

174

-108

-261

-425 (c)
-109

-78

-241 (c)
-8

-277

-34

-199

France (d)
1 965/1 st half 31

1965/2ndhalf -174

1 966/1 st half 3

-104

-149

-101

-65

-116

-25

200

91

129

-14

-57

-17

I 48

50

FR Germany
1 965/1 st half
1965/2nd half

1966 /1st half

308 -526 694

894 479 348

256 -346 576

140

67

26

-126

-193

-186

304

161

292

Italy
1 965/1 st half
1965/2nd half

1 966/1 st half

-523 -268 -263

-755 -353 -335

-812 -227 -258

8 (e)
-67 (e)

-327 (e)

29

35

-97

108

Japan
1965/lst half -112 -31 44

1965/2nd half -698 -253 -156

1966/1st half -282 -57 58

-125

-289

-283

-56

-73

-64

-26

-6

-48

SMALLER

COUNTRIE S
Total

net

Banking
Funds

Other

short-

term (a)

Long-
term

Of which

Official long-
term

Memorandum

items :

New Foreign
Security Issues

(f) (g)

Austria
1965 /1st half

1965/2nd half

1966/1st half

-12

46

109

-36

90

3

34

-26

125

-10

-18

-19

-9

-11

-13

12

9

0

0

0

0

Belgium
1 965/1 st half

1965/2nd half

1966 /1st half

-26 24

36 0

46 34

-42

-4

8

-8

40

4

-62

-20

-32

20

0

17

0

-12

0

Denmark
1965/1st half

1965 /2nd half

1966 /1st half

42

84

102

-29

-44

2

24

27

24

47

101

76

11

11

20

15

33

0

0

0

Netherlands
1 965/1st half 88

1965/2ndhalf -57
1966/lst half 250

55

93

104

35

-121

159

-2

-29

-13

-17

-16

-13

23

43

14

-22

-7

0

Norway
1965/1st half 121 -1

1965/2ndhalf 66 -43

1 966/1 st half 38 27

29

0

-39

93

109

50

73

-36

-1

94

24

19

0

0

0

Sweden
1 965/1 st half 268 50
1965/2nd half 32 -61

1 966/1 st half (240) 40

192

36

26

57

5

4

26

56

20

0

0

0

Switzerland (h)
1965/lst half 22

1965/2ndhalf -102 (not available)
1 966/1 st half (30)

0

15

0

-36

-41

-46

Total

industrialised

OECD (i)

1965/1st half -1650 1600 -3250
1965/2ndhalf -2900 -450 -2450
1966/1st half (-1100) (950) (-2050)

(a) Including unrecorded Xr
obligations. (d) Transact!
abroad by domestic borrow,
pital balance of Switzerland

ansactions. (b) Adjusted for liquif ication of U.K. official security portfolio. (c) Includes amounts due, but waived, under U.K. debt servicing
Dns with non-franc countries only. (e) Including remittances of bank notes, believed to reflect mainly portfolio investment. (f) Security issues
rs. (g) Foreign security issues placed on the domestic market. (h) Adjusted to exclude window-dressing transactions. (i) Including the ca-
(assumed to be entirely in the form of short-term funds) .
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securities abroad declined fairly sharply; but this move¬
ment was reversed in the third quarter (see Table 8).

8. NEW FOREIGN ISSUES

IN EUROPE
$ million

1965 1966

1st

half

3rd

qtr.

4th

qtr.

1st

half

3rd

qtr.

By markets
Euro-issue market (a)
National markets

472

92

124

83

510

56

663

137

175

102

By borrowers

US companies

Major OECD countries
Smaller industrialised

OECD countries

Less industrialised

OECD countries

European institutions
Other

28

101

195

20

73

147

44

70

24

0

20

49

269

61

138

0

34

64

338

113

130(b

20

114

85

10

62

84«

20

64

37

TOTAL 564 207 566 800 277

(a) Including foreign DM issues.
(b) Including an issue bythe Transalpine Finance Com., Luxembourg.

The capital demand and supply relationship in Europe
was substantially affected also by the operations of US
foreign affiliates, which reported an unprecedented
increase in outlays for plant and equipment in Europe,
by over 40 per cent for 1966 as a whole. In conjunction
with tighter conditions in the United States, and with
the voluntary programme, this led to a sharp increase
in their recourse to European financial markets; funds
supplied by US parent companies actually declined. On
present trends, borrowing requirements in 1966, on
account of European operations, might rise from
$1.8 billion to over $3 billion; and US affiliates' total

borrowing in Europe might even rise by as much as
$2 billion insofar as some borrowing on behalf of third
countries may spill over to Europe. Recourse to Euro¬
pean capital markets by US companies rose to $338 mil¬
lion in the first half of the year (1). In the third quarter
US companies kept away from the market, possibly in
the hope of less stringent conditions later on. But for
the year as a whole their borrowing may exceed by a not
insignificant amount the S341 million recorded in 1965.

Supply conditions in the Euro-issue market appear,
nevertheless, not to have deteriorated. Though interest
rates rose further through September in line with US
domestic rates and Euro-dollar rates they have since
shown signs of levelling off. Allowing for seasonal
factors, the volume of new issues was maintained in the

third quarter, when European borrowers took the place
of US companies. US company financing, however,
presumably had a greater impact at the shorter end of
the market, insofar as the bulk of additional borrowing
appears to have taken forms other than Euro-issues -

largely, it would seem, recourse to the Euro-dollar mar¬
ket or to national credit markets.

Judging by the figures in Table 7, there was a decline
in the net flow of OECD funds to the non-OECD area

in the first half of 1966, particularly as regards long-term
capital. There were lower outflows from the United
States to less developed countries in Latin America, as
well as in Africa and Asia, as compared with the first
half of 1965. The improvement in the non-OECD
area's trade balance may also have been accompanied by
a decline in trade credits extended by OECD countries.
However, it is possible that borrowing in Europe by
United States foreign affiliates, and by the smaller indus¬
trialised OECD countries in the first half of 1966, reduc¬
ed the availability of funds for non-OECD countries (2).

OFFICIAL SETTLEMENTS

AND INTERNATIONAL LIQUIDITY

In the twelve months to June 1966, the shifts in current

balances of major OECD areas were accompanied by
marked changes in international capital flows (Table 9).
In the two reserve currency and traditionally most
important capital exporting countries, the combined
current surplus fell by $1 y2 billion, but net capital
outflows declined by twice that amount. The combined
current surplus of other major OECD countries nearly
doubled; but, for the group as a whole, this was more
than offset by a shift in the capital balance from a
net inflow of |0.8 billion to a net outflow of about the

same size. For the smaller OECD countries taken

together, net inward capital movements fell by
$0.5 billion. (3)

These shifts in current and capital balances had an
equilibrating effect on international payments. Never¬
theless, the degree of imbalance, as measured by offi¬
cial settlements, remained large.

As shown in Table 10 the reserve currency countries'
deficit in 1965/66 ran substantially below the rate
recorded in the previous twelve months, but slightly
above the level of the year to mid- 1964. The surplus

(1) Excluding the convertible bonds issued in connection
with the Texaco-D.E.A. deal.

(2) The figures are affected by the vagaries of statistical
reporting. In the twelve months to June 1966, the increase
in currency assets reported by non-OECD countries ($1.1 bil¬
lion) was greater than the corresponding rise reported in
OECD liabilities to those countries ($0.5 billion). The
discrepancy presumably reflecting in part movements of
official assets such as deposits with UKfinance companies and
local authorities, or balances in the Euro-dollar market, which
do not get recorded as liabilities to monetary authorities
increased in the first half of this year, indicating a somewhat
greater understatement, in the current period, of capital
flows to non-OECD countries (see also the OECD Observer
n° 23, August 1966, p. 32).

(3) As indicated above, capital imports into this group of
countries were tending to rise in the first half of 1966. The
decline shown in Table 9 for the year to June 1966 reflects
developments in the course of 1965.
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9. BALANCES OF CURRENT

TRANSACTIONS AND

OFFICIAL SETTLEMENTS

yes r ended June (S bi llion )

1967

1964 1965 1966 Fore¬

cast

.. .. . p. . Current balance
United States n«. . . __

Official settlements

4.5

-0.8

5.2

-0.9

3.3 1.5

-0.8

United Kingdom
Current balance

Official settlements

-0.4

-0.6

-1.0

-2.2

-0.6

-0.8

0.0

France
Current balance 0.0

Official settlements (a) 0.8

0.4 0.7

0.9 0.8

0.0

FR Germany
Current balance 0.8

Official settlements 0.6

-1.0

-0.4

-1.2

0.0

0.9

Italy
Current balance -0.7

Official settlements -1.0

1.9

1.2

2.3

0.7

2.0

Canada
Current balance -0.5

Official settlements 0.0

-0.6 -1.0 -0.6

0.3 0.0

Japan
Current balance -1.1

Official settlements -0.2

0.4 1.1

0.1 0.1

1.3

Other OECD Current balance -1.0

industrialised Official settlements 0.8

-0.4 -0.7

1.0 0.2

-0.4

Other OECD less Current balance

industrialised Official settlements

-0.6

0.4

-0.8 -1.1

0.2 -0.2

-0.9

TOTAL OECD Current balance
Official settlements (b)

1.0

-0.1

4.1 2.8

0.3 0.0

3.8

(a) Includes net settlement on behalf of Overseas Franc Area.
(b) This may differ from the actual balance on official settlements

with the rest of the world to the extent of (a) asymmetrical
recordings of transactions between OECD countries (b) incom¬
plete recordings of changes in liabilities to monetary authorities
outside the OECD area. The latter deficiency is believed to
have been important in the year to June 1966, and may have
resulted in an overstatement of the OECD balance with the rest

of the world, and an understatement of the reserve countries'deficit.

of the smaller OECD countries, which exceeded

$l billion in the two previous twelve-month
periods, was eliminated in the year to mid- 1966.
The combined surplus of France, Germany and Italy,
which had grown to $1.7 billion in the year to mid-1965,
has remained almost as high over the last twelve months.

10. BALANCE ON OFFICIAL

SETTLEMENTS

year ended June ($ bil ion)

1964 1965 1966

United States and

United Kingdom -1.5 -3.0 -1.6

France, Germany

and Italy 0.4 1.7 1.5

Canada and Japan -0.2 0.4 0.1

Other OECD 1.2 1.2 o.c

Total OECD area -0.1 0.3 0.0

The financing of deficits and surpluses in the year to
mid- 1966 is summarised for the main groups of coun¬
tries in Table 1 1 . The table shows that for the reserve

currency countries taken together and for the
main group of surplus countries (France, Germany and
Italy), the balance on official settlements was financed in
roughly equal proportions by changes in reserves, and
by recourse to the IMF or to special financing transact¬
ions such as debt prepayments. Changes in reserves
mainly took the form of transfers of gold. As recorded
by the reserve currency countries, a small rise in liabilities
to national monetary authorities (1) was roughly offset
by a decline in liabilities. Canada and Japan, as well as
the smaller OECD countries taken together, were in
approximate balance on official account. Shifts in the

(1) As noted earlier, data from other sources suggests
that the rise in liabilities to national monetary authorities
and hence the deficit on official settlements may be under¬
stated (corresponding to a less favourable outcome in the
balance of private capital transactions than is apparent from
the recorded figures).

11. OFFICIAL SETTLEMENTS,
year ended June 1966 {$ billion)

a) RESERVE CURRENCY COUNTRIES

Balance on official

settlements

Financed by (- helps to
finance deficit)

Liabilities to national mone¬

tary authorities
Special non-monetary trans¬

actions

IMF

Liabilities to other official

institutions

Change in reserves

Gold

Foreign currency

United

States

-0.8<a>

-0.2la>

-0.1

-0.6

0.5

-0.3

-0.5

0.2

United

Kingdom
Total

-0.8(a»

-0.2

-0.2<a>

0.0

0.0

-0.4

-0.2

-0.2
(a)

-1.6W

-0.4<a)

-0.3<a>

-0.6

0.5

-0.7

-0.7

0.0
(a)

b) OTHER OECD COUNTRIES

France

Germany
Italy

Canada

Japan

Other

OECD
Total

Balance on official

settlements 1.5 0.1 0.0 1.6

Financed by (+ helps to
finance surplus)

Special non-monetary trans
actions 0.2 0.0 0.0 0.2

IMF 0.6 0.1 0.3 1.0

Change in reserves 0.7 -0.1 -0.3 0.3

Gold 0.5 -0.1 0.0 0.5

Foreign currency 0.2 0.0 -0.3 -0.1

Note : Detail may not add, due to rounding.
(a) Excluding United Kingdom liquification of dollar security port¬

folio.

31



composition of their official assets mainly reflected the
IMF quota increase.

The following paragraphs summarise the development
of the main components of international liquidity,
taking into account the availability of monetary gold and
changes in the reserves of primary producing countries.

World monetary gold holdings (including the holdings
of international organisations) rose by $300 million in
the twelve months to June, 1966. This gain was record¬
ed almost entirely in the second half of 1965, the period
of Russian sales (1). South Africa increased its gold
holdings by 8265 million, so that its sales to the Gold
Pool were reduced. French holdings rose by $600 mil¬
lion. There was also an increase of about $100 million

in the gold holdings of some of the smaller OECD
countries (Denmark, Greece, Portugal and Spain). At
$150 million, Canadian gold sales to the United States
slightly exceeded domestic production. In other OECD
countries apart from the United Kingdom and United
States gold stocks were reduced by subscription
payments to the IMF (2). In total, the holdings of
OECD countries other than the United Kingdom and
United States rose by $0.5 billion, while the reserve
currency countries' holdings fell by $0.7 billion.

The net IMF position of the two reserve currency
countries deteriorated by S0.6 billion (3). Other OECD
countries improved their position in the Fund by $1 bil¬
lion, of which $0.4 billion reflected increased quotas
and $0.6 billion other countries' drawings.

Non-reserve OECD countries' currency holdings
declined by about $0.1 billion. The major surplus
countries, Italy and Japan, built up their currency assets
by $0.5 billion, but there were substantial outgoings to
settle deficits by Germany and Spain, while lending
through the Fund and gold purchases and subscriptions
account for the balance of the decline. Non-OECD

countries' holdings of currency assets increased by about
$1.1 billion in the twelve months to mid- 1966, reflecting
the marked improvement in their balance of payments
position.

Summing up, the smaller deficit in the reserve coun¬
tries' official settlements in the latest twelve month period
was accompanied by a smaller loss of gold, despite the
decline in the supply of new gold becoming available to
monetary authorities. The remainder of their deficit
was financed mainly through the IMF and by special
transactions, and on the basis of the reported figures
there was little change in their liabilities to national
monetary authorities and other official institutions.
Among the non-reserve currency countries, and with
the important exceptions of France and South Africa,
surpluses and deficits were settled almost exclusively
with currency assets.

PROSPECTS OF INTERNATIONAL

PAYMENTS EQUILIBRIUM

It has been suggested that the outlook is for some
further rather striking changes in the current balance
positions among the major OECD countries in the
twelve months up to the middle of next year. It is not

easy to assess how far these may continue to be offset
by further changes in the pattern of international
capital movements.

The big changes in capital balances over the last two

years have taken place rather more felicitously than
might have been expected prior to the event. The intro¬

duction by the reserve currency countries of policies to
reduce capital outflows had given rise to apprehensions
of major disturbances in international capital markets.
In fact, there has so far been little effect on the aggregate
level of such flows. Interest rates have risen over the

past year; but this has reflected the introduction of

restrictive monetary policies in some of the major coun¬
tries and the rechannelling of international capital move¬
ments, in particular a shift from longer to shorter-term
flows. However, this relatively smooth adaptation of
capital flows to swings in current accounts has been due
almost entirely to changes in the position of only two
major countries - - Italy and Japan - - which until
recently tended to be regarded as structural importers of
capital. In the two years to June 1966, a combined
swing of $3.1 billion in the capital balance of these two
countries sufficed to offset not only the decline in sup¬
plies from the traditional exporters, but also the deve¬
lopment of a substantial demand for foreign funds in
Germany.

This swing was partly the result of official measures;
but it also reflected a natural tendency for funds to
gravitate from countries with a relatively low pressure
of demand to countries where because of tight monetary
policies and/or strong increases in investment there was
a heavy demand for loanable funds. It would therefore

be premature to conclude that there has been a perma¬
nent shift in the supply of international investment
funds. Clearly, many of the recent flows are likely
to be reversed as the conjunctural situation changes in
different countries, and as, with corresponding changes
in balance of payments positions, countries alter their
policies directly affecting capital movements. But there
may, nevertheless, be some more permanent changes
taking place. There are signs that a number of major
trading nations are tending to finance a larger propor¬
tion of their own exports and making less use of the
facilities available in the traditional financial centres.

It is also possible that the continued development of
international money and financial markets in Europe
will eventually provide a vehicle which could help
considerably to bring international capital movements
more in line with underlying trends in the flow of goods
and services. But in both cases future developments
will no doubt depend not only on further institutional

(1) In the third quarter of 1966, sales to private purchasers
and to Mainland China appear to have exceeded the supply of
newly mined gold.

(2) Japan and most of the smaller OECD countries paid
their subscriptions through currency conversions rather than
from their own holdings.

(3) $0.2 billion of Fund gold deposits in connection with
the increase in quotas, and $0.4 billion against United States
net drawings (of which $280 million " technical " drawings to
finance other countries'' repurchases).
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changes, but also to a very large extent on the longer-run
trend of interest rate differentials between the major
OECD countries.

For the immediate future, the avoidance of excessive

disequilibria in official settlements appears to depend on
the persistence - - and possibly accentuation - - of a
somewhat unconventional pattern of capital flows. For
both the United States and the United Kingdom this
would seem to require the maintenance of something
like the present degree of monetary tightness relative
to conditions in other important financial centres.
What this involves and how it will affect conditions

in international money and capital markets - - will
continue to depend to an important extent on trends
and policies elsewhere.

Canada will presumably continue to absorb foreign
capital, but, with the easing of the recent domestic invest¬
ment boom, requirements might be somewhat reduced;
and the official commitment to a reduction in reserves

this year may require some offsetting of gross inflows.
France seems unlikely to become a major capital
exporter to the non-franc area, short of a shift in policy

emphasis towards greater monetary ease. It is yet to
be seen whether outflows from Italy and Japan can be
maintained at recent levels. With the level of domestic

demand pressures expected to rise, autonomous
influences might work to reduce them; and there will
be scope for countervailing official policies.

Continued inflows on roughly the same scale will
be required by the less industrialised OECD countries
if their official accounts are to be in balance. As to

the smaller industrialised OECD countries, their

requirements, as measured by the development of their
current deficit, seem likely to decrease in the period to
mid-1967. It remains to be seen whether the capital
inflow will be in line with this development.

Perhaps most important will be developments in
Germany, where net capital receipts in the twelve months
to June 1966 totalled $1 billion. The cessation of

these inflows and, a fortiori, their reversal could

contribute significantly to the maintenance of orderly
conditions in international capital markets and, as the
current balance improves, to the prevention of an
emerging disequilibrium in official settlements.

A Note on Longer-Term Trends in OECD Trade

If OECD imports develop roughly as forecast, they
will for five consecutive years have grown, in value
terms, at an annual rate of the order of 10 per cent.
Looking back to 1960, the average rise through 1966
has been 9 1L> per cent, as against 6 j -, per cent in the
period 1954-60 (See Table 12). This note seeks to
identify the factors underlying this acceleration and
assess the likely future trend of OECD trade.

12. TREND GROWTH OF OECD IMPORTS (a)

Value Volume Unit value

1954-60

1960-66

ey2

91.

71/.

VA

- 1

1

(a) Annual rates of growth based on values calculated by fitting
exponential trend lines to actual data, adjusted to eliminate the
effect on US imports of actual or anticipated steel strikes, and
of the " compact car boom " of the late 1950's.

The acceleration in the growth of OECD imports
was only partly accounted for by a more rapid rise in the
volume of trade. To an important extent, it reflected
the contrasting development of unit values which, on
balance, rose between 1960 and 1966, while during the
late 1950's they fell. Chart F suggests that the behaviour
of primary commodity prices was responsible for this
turn-round (1). The unit value of exports from primary
producing countries (which tends to move roughly in
line with world prices of primary commodities) was
on a sharply downward trend until the early 1960's,
whereafter a recovery set in. Fully comparable data
on trade in primary commodities among OECD countries

which accounts for about one-third of intra-OECD

trade are not available, but unit values appear to
have followed a similar pattern, with a more marked
swing between the 1950's and the 1960's. On the other
hand, the unit value of exports of manufactures from the
main industrialised countries rose fairly steadily through

most of the period reviewed, apart from the Suez flare-
up and subsequent re-adjustment.

There seems to be no particular reason to expect a
slower rise in the unit value of manufactured exports
in the years ahead; the impact of this rise on the total
unit value of OECD imports should increase with the
share of manufactures in OECD trade. Assuming a
steady growth of output in industrialised countries
(see below), and barring political upheavals, primary
commodity prices might be expected to show greater
stability over the long run, possibly with some upward
trend due to temperate zone foodstuffs. Thus, a rise
in import unit values of the same order as during the
last six years might continue to be a feature of OECD
trade.

Turning to the determinants of the volume of imports,
Table 13 shows a regional analysis of the growth of
OECD import demand and of the associated "elasti¬
city" of demand for imports (the percentage change in
imports associated with a one per cent change in GNP).

By far the greatest acceleration in the rate of growth
of import demand was experienced in North America.
It was more than accounted for by a much quicker in¬
crease in output in the 1960's, with a small fall in the
income elasticity of demand. (In the last two or three
years, however, the elasticity has increased sharply
with increasing demand pressures.) In the United
Kingdom and Ireland, the acceleration in the growth
of output was offset by a fall in income elasticity, and
the rise in imports was unchanged. In Japan, output

(1) The indicators shown in the Chart do not relate to a
consistent cross-section of world trade. The import unit value
index concerns total OECD imports, as measured by importing
countries (generally valued cif). The unit value index for pri¬
mary producers relates to the fob value of their exports to all
destinations (including sales to the Sino-Soviet area, and trade
among primary producing countries). The unit value index
for exports of manufactures relates to sales by 11 industrialised
countries to all destinations, valued fob. The latter two indices
give only a crude approximation of the main determinants of the
former.
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13. GROWTH OF OUTPUT AND IMPORTS IN OECD AREA, AT CONSTANT PRICES
Annual percentage rates of growth (a)

We

Im

ight in total
OECD

ports 1960

Imports GNP
Income

of demand

elasticity
for imports

1954-1960 1960-1966 1954-1960 1960-1966 1954-1960 1960-1966

OECD Countries

in Continental Europe 52 9 10 5 5 1.8 2.0

idem, excluding intra-EEC trade 39 9 8'/2 5 5 1.6 1.7

United Kingdom and Ireland 17 4V_ 4*4 2% 3 1.8 1.5

Japan 6 12 11 9 9 1.3 1.2

North America 25 5;, 8'', 3 5 1.8 1.7

(a) Trend rates of growth calculated as in Table 12 above. Income elasticities of demand are based on these rates.

DETERMINANTS OF

OECD IMPORT PRICES

Average 1954-1966 = 100

110

100

90

The turn-round in OECD import prices	 (a)

y\

110

100

90

largely reflected the behaviour of primary-
producers' export prices	 (b)

110

100

90

while the prices of manufactured ex¬
ports (c) from industrialised countries
rose through most of the period.

1954 55 56 57 58 59 60 61 62 63 64 65 66
(a) Unit value index of total OECD imports. Source : OECD Sta¬
tistical Bulletins and UN Monthly Bulletin of Statistics. (b) Unit
value index of exports from underdeveloped areas and Australia,
New Zealand and South Africa. Source : UN Monthly Bulletin
of Statistics. (c) Unit value index of exports of manufactures from
eleven industrialised countries. Source : UN Monthly Bulletin of
Statistics.

continued to grow at the high rate achieved in the 1950's,
but imports increased slightly less fast, although more
than in any other area shown in Table 13.

In Continental Europe, the growth of GNP held

steady over the two periods reviewed. The increase
in income elasticity and the resulting acceleration in the
growth of imports may be attributed to two major factors.
First, full employment was reached by the early 1960's
and the increased strain on capacity could be expected
to have a spill-over effect. Second, the quickening
tempo of economic integration had a strong trade-
creating effect, reflecting increased specialisation of
production. Table 13 shows that there was some
increase in income elasticity even when intra-EEC trade
is excluded from the calculation.

Thus the faster growth of imports in the 1960's seems
about equally attributable to a stronger growth of out¬
put in North America and a rise in the income elasticity
of demand for imports in Continental Europe. Looking
to the future, the OECD review of prospects, Economic
Growth 1960-1970, suggests a rate of 4 l-, per cent for
the United States for the period 1965-1970. A further
decline in the income elasticity of demand for imports
seems unlikely, and there could be an increase over the
average 1960-1966 level if output remained close to
potential levels. An average rate of growth of imports
of the order of 8 per cent in volume terms is therefore
not unlikely for North America in the next few years.
For Continental Europe, the OECD review of prospects
suggests a growth rate of 4 % per cent. If the two
main factors which contributed to the rise in import
elasticities in the 1960's remain operative i.e. full
employment and economic integration the volume
of imports might rise by 9 per cent on average. Includ¬
ing the three remaining countries, where the growth
of output and imports is unlikely to differ significantly
from the recent past, total import demand in OECD
countries may rise at an annual rate of 8 - 8 % per cent
in volume terms (1).

Combined with the likely increase in unit values, this
would suggest that the value of OECD imports might
continue to increase on average at an annual rate of
9-10 per cent during the rest of the decade. The same
conclusion would be valid for OECD exports. The
difference between the two series (the trade balance
with the rest of the world) shows no discernibletrend in
the post-war period, lack of financial resources forcing
primary producers to adjust their imports to the develop¬
ment of their exports to OECD countries. Furthermore,
in the absence of major instability in OECD countries,
conjunctural balance of payments adjustments by pri¬
mary producers seem to have become more rapid and
less pronounced, so that over a two or three-year period,
the growth of total OECD exports in value is unlikely to
differ significantly from that of OECD imports.

(1) Given the sharp increase in OECD imports in 1965 and
1966, this would imply a somewhat larger rise in the volume
of OECD trade between 1964 and 1970 than was projected in
Economic Growth 1960-70, OECD, Paris 1966 (pages 66-67).
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MINIMISING

BALANCE OF PAYMENTS

DIFFICULTIES

first steps towards an international code

After more than a year ofstudy and discussion top financial officials of 10 OECD Member
countries, meeting together in OECD's IVorfyng Party Three (see insert), have reached
agreement on the fundamentals ofa new code of international behaviour for dealing with
balance ofpayments problems. This code, which aims at minimising internationalpayments
disequilibria - not only deficits but also prolonged surpluses - is the complement ofa report
undertaken by the Group of Ten (i) "...on improvements needed in the international
monetary system, including arrangements for the future creation of reserve assets, as and
when needed... "

Below is a summary of some of the main conclusions of the W^orking Party whose report
"The Balance of Payments Adjustment Process" has recently been released to the public.

(1) The members of the Group of Ten are the ten countries which participate in the General Arrangements to
Borrow : Belgium, Canada, France, FR Germany, Italy, Japan, the Netherlands, Sweden, the United Kingdom and

the United States. Switzerland, which is associated with the Arrangements to Borrow, is also represented. The

group's report, entitled " Group of Ten : Communique of Ministers and Governors and Report of Deputies ", was
released on 25th August, 1966.

employment, a satisfactory rate of growth, reasonable

price stability) and the international level (removal of
iJTi ' .1 i L7 J> barriers to trade, reasonable stability in exchange rates,
VVUy IS Tuere CI prOt/terfl . a^ t0 t^e developing countries). In addition, each

country has to avoid prolonged imbalances in its exter-

	 nal accounts. Experience shows that the simultaneous
^_________________________________________________________________^_a_________B___________i^_________________i

achievement of this broad range of objectives is far

Under the existing international system based on the from easy; and that the policy instruments that govern-
Bretton Woods Agreements, governments have, over ments have at their disposal or have been willing to

the post-war period, become committed to a wide use in appropriate combinations - - have not always

range of objectives, both at the national level (full been adequate. (continued on page 36)
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Many factors may lead a country into balance of

payments difficulties, from purely temporary occurences,

such as crop failures or strikes, to broad structural

changes in tastes, technology, availability of raw

materials. Several factors may be present at the same

time, and it is often extremely difficult to make an

accurate diagnosis. Working Party Three, in its dis¬
cussions, has, however, found it useful to make a
broad distinction between cases where an imbalance

is due to (1) an inappropriate level of internal demand,

(2) excessive or deficient competitive strength in world

markets, or (3) excessive capital movements.

Guidelines for Economic Policy

of time, it may be necessary to reduce the pressure of
demand. But countries cannot be called on to sustain

prolonged periods of stagnant demand, and there may

be cases where adjustment of the exchange rate seems

appropriate. In this case it is important that there be
a margin of spare capacity to provide for an expansion

of exports, and a readiness on the part of those respon¬
sible for price and income determination not to seek
to evade their share of the immediate effects of

devaluation.

A country in surplus because of large capital receipts

should normally adopt an easier monetary policy and/or
make use of selective measures to restrain capital inflows

and encourage capital outflows the reverse being

true for countries suffering from an excessive capital

outflow.

Although it has not been possible to establish

quantitative relations between economic variables which

would be appropriate to all countries in all circum¬

stances, it has been possible to set certain broad guide¬

lines or "rules of prudence " which countries should

follow to avoid getting into balance of payments

difficulties, and more specific recommendations as to

how to eliminate surpluses and deficits if and when
they arise. These rules constitute only a starting point,

a highly simplified framework within which adjustment
policies can, in individual cases, be discussed and eval¬

uated. Both surplus and deficit countries are respon¬

sible for taking action to prevent imbalances from

becoming large or persistent.

In cases where the imbalance is primarily due to an

inappropriate level of internal demand countries should

take restrictive or expansionary monetary or fiscal

action. In such cases it will normally be appropriate

for governments of countries in deficit to allow the

liquidity drain resulting from the external deficit to

be reflected in tighter monetary conditions, and vice

versa in surplus countries. But the appropriate degree
of monetary stringency or ease will depend on other
factors as well.

Countries which are in surplus because of a strong

competitive position cannot be called on deliberately

to adjust their price levels upwards. In practice,

however, they cannot isolate themselves completely

from inflationary tendencies abroad, and, since upward
price and wage movements can develop a momentum

of their own, there will be occasions when revaluation

may be a preferable alternative. Countries in deficit

because of a weak competitive position should endeav¬

our to keep the rise in incomes within, and if possible

below, the rate of productivity increase. If policies to

this end fail to produce results in a reasonable period

Some Complex Cases

An attempt to draw up an exhaustive list of the poss¬

ible types of disequilibrium would be of little value ;

every balance of payments problem can have its own

particular characteristics. A number of complex cases,

suggested by recent experience, may be mentioned for
the sake of illustration :

(a) A country may be in large overall surplus because
its domestic demand is deficient but may decide that

even moderate action to expand home demand risks,

by itself, leading to excessive increases in costs and

consequently prices. In such a case full-scale action to

raise demand so as to eliminate the surplus quickly may
not be feasible. It is here clearly desirable that, when

general measures to stimulate demand are taken, they

should be accompanied by special efforts to maintain

adequate cost and price stability e.g. steps to admit

imports more freely, and concentrated efforts to apply

an incomes policy and measures to improve produc¬

tivity.

(b) A country may be in large overall deficit because

of excessive domestic demand, but simultaneously be

suffering from an inadequate growth of capacity and

productivity. In addition to longer-run measures

aimed at raising productivity, action to restrain the

growth of demand would be needed preferably
consumption demand rather than productive investment

expenditure. Depending on the circumstances in the

country in question, this might call for relatively greater

reliance on general fiscal rather than general monetary

policy in overall demand restraint, or might call for

special incentives to investment. If the monetary condi¬
tions maintained in this context threatened to lead to a
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deterioration of the capital account, there might be a
case for direct measures to influence capital flows;

alternatively, if monetary action to staunch a capital
outflow appeared unavoidable, selective measures to
shield productive investment from the effects of such
action might, if practicable, be desirable.

(c) A country may be faced with a deficit because of
a sharp deterioration in its external capital account
at a time of high unemployment and slack domestic
demand. If, at the same time, there is no particular

evidence that its competitive position is substantially

out of line, it might be clear that adjustment should be
sought on the side of the capital account. Such cases
would call for a varied mix of measures, e.g. an expan¬

sionary fiscal policy together with action to maintain,
and if possible improve, the competitive position, and
the use of restrictive monetary policy and/or direct

measures to bring about an improvement in the capital
account.

(d) In the reverse case of a country suffering from
excessive overall demand but an external surplus because

of capital inflows, there would probably be a presump¬
tion in favour of a more restrictive fiscal policy, and

the use of monetary policy and/or direct measures to

discourage a capital inflow. But in this case, as in (c)
above, such changes in the policy mix might, if they
were substantial, have further and possibly undesirable

repercussions internally on the composition of demand

and the rate of growth, or externally via interest rates

or in other ways on the availability of international

capital. The choice of the appropriate set of policies

in complex cases of this kind will therefore require a

careful assessment of the balance of advantages.

Measures Directly Affecting
International Transactions

Measures directly affecting the current account

import surcharges, quantitative restrictions, etc.
can only be regarded as a temporary expedient and
cannot be justified unless quick results are essential
and at the same time more fundamental action is taken.

As to the capital account, a high degree of freedom

for capital movements is desirable but direct measures

may be needed to deal with large scale capital flows
which are not in line with more fundamental economic

considerations. The volume of a country's aid to the

developing countries should be determined primarily
by its aid-giving capacity in the widest sense, rather than
its immediate balance of payments position. But

countries in a strong balance of payments position

should take advantage of the favourable opportunity to
increase their aid contribution.

Wording Party Three - for the promotion of better
internationalpayments equilibrium

" Working Party Three " of OECD's Economic
Policy Committee is composed of high-level financial
officials (from Treasuries, Central Banks and in

some cases other government agencies) of the nations
whose actions in the economic and financial field

are considered to have the most impact on the eco¬

nomies of other countries. For five years this group

has met every six to eight weeks on a highly confi¬
dential basis to discuss trends in world trade, the

balance of payments problems of individual countries
and their international repercussions.

Over these years members of the working party
(Canada, France, FR Germany, Italy, Japan, the
Netherlands, Sweden, Switzerland, the United

Kingdom and the United States) have witnessed
dramatic changes in the balance of payments of the
countries concerned and have been able to observe

the effects of many different types of measures for

dealing with balance of payments problems : interest

rate changes, direct measures to discourage and
to encourage capital outflow, devaluation,

revaluation, quantitative restrictions and surcharges
on imports, export subsidies and many other

techniques.

In the course of their work the members of Work¬

ing Party Three have tried to develop a common
frame of reference for discussing these problems

and an international approach to the study of indi¬
vidual countries' situations. Because of its famil¬

iarity with these problems, the group was asked by
the Governors and Finance Ministers of the Group

of Ten to see whether it could agree on some basic

policy prescriptions. Publication of the resulting
analysis and recommendations marks the first time
that this confidential body has made public any of
the results of its work.
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THE ENGINEERING INDUSTRIES

The engineering industries, covering a very wide range of products metal manufactures, mechanical,

electrical and transport equipment, precision instruments, watches and clocks constitute one of

the most dynamic, and by far the largest of the industrial sectors of OECD Member countries' economies.

They might in fact be considered the determining factor of a country's economic growth.
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1955 1960 1 965
Exporting Countries

Place Million S Place Million 8 Place Million 8

United States (*) 1 5 808 1 7 534 1 11 064

FR Germany 3 3 055 2 5 720 2 9 449

United Kingdom 2 3 308 3 4 726 3 6 212

Japan 10 337 5 1 188 4 3 190

France 4 949 4 1 939 5 3 017

Italy 8 416 6 1 144 6 2 472

Sweden 7 448 8 866 7 1 535

Netherlands 6 473 9 837 8 1 525

Switzerland 5 679 7 939 9 1 475

BLEU 9 399 10 596 10 1 473

Canada 11 300 11 472 11 1 266

Denmark 12 170 12 301 12 542

Austria 13 132 13 235 13 399

Norway 14 49 14 100 14 270

Spain n.a. n.a. 15 118

United States (*) 1 773 1 944 1 1 661

FR Germany 2 537 2 842 2 1 478

United Kingdom 3 449 3 655 3 927

Japan 11 31 5 275 4 775

Netherlands 4 182 4 348 5 624

France 5 146 6 263 6 535

Italy 9 45 10 101 7 430

BLEU 6 86 8 114 8 259

Sweden 8 62 9 103 9 225

Switzerland 7 76 7 119 10 212

Canada 10 32 11 64 10 212

Denmark 12 31 13 43 12 103

Austria 13 20 12 47 13 100

Norway 14 4 14 14 14 32

Spain n.a. n.a. 15 11

United States (*) 1 2 270 1 3 324 1 5 044

FR Germany 3 1 190 2 2 255 2 3 933

United Kingdom 2 1 288 3 1 993 3 2 606

France 4 282 4 563 4 1 065

Italy 6 190 5 516 5 1 038

Switzerland 5 265 6 420 6 664

Sweden 7 175 7 353 7 625

Japan 10 98 9 227 8 624

Canada 8 154 8 263 9 486

BLEU 9 101 11 190 10 423

Netherlands 11 97 10 206 11 387

Denmark 12 94 12 162 12 284

Austria 13 45 13 100 13 177

Norway 14 9 14 24 14 61

Spain n.a. n.a. 15 43

* -SPECIAL CATEGORY" exports included.
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OECD therefore maintains a Special Committee for Machinery whose main tasks are to study the sector's

trends, to assess its prospects, and to discuss and to seek solutions for the problems that arise between

countries as a result of government policy and of the rapid evolution of the industries in question. This

Committee has recently issued a report entitled " The Situation in the Engineering Industries " which

contains statistics covering the last decade concerning demand for and supply of the products of these

industries, employment, investment and trade trends and the relation between the sector and overall

industrial growth. The following table onTHE POSITION OF PRODUCER COUNTRIES IN ENGINE¬

ERING WORLD TRADE is taken from this report.

1955 1960 1965
Exporting Countries

	,	.

Place Million S Place Million 8 Place Million 8

h- United States (*) 1 2 351 1 2 684 1 3 311

z FR Germany 3 817 2 1 853 2 2 858

LU United Kingdom 2 1 208 3 1 619 3 2 028

1 Japan 9 121 5 437 4 1 243
fi. France 4 358 4 868 5 1 043

S Italy 7 136 6 400 6 709
o BLEU 8 122 9 185 7 604
_u

Sweden 5 144 7 316 8 540
P"

ce Canada 10 99 10 100 9 489

O Netherlands 6 137 8 200 10 342

fi. Norway 12 32 12 51 11 152
CO
_

Denmark 11 34 11 67 12 103
__

Austria 13 25 13 36 13 49

oc Spain n.a. n.a. 14 46

1- Switzerland 14 12 14 11 15 18

FR Germany 1 310 1 473 1 702

United States (*) 2 308 3 334 2 554

fÊ\
United Kingdom 3 304 2 369 3 436

LU Japan 7 57 5 152 4 305

£ -" France

Italy

4

10

123

36

4

6

181

106

5

6

252

H î 228

O LU
BLEU

Netherlands

5

8

84

43

7

9

103

68

7

8

169

__*"-<___-_ 123

LU mm Sweden 6 61 8 80 9 121

3 LL
"__* _ah.

Switzerland 9 (41) 10 48 10 78

1 ° Canada 12 10 12 28 11 71

_5 Austria 11 33 11 39 12 60
__,

Denmark 13 10 13 19 13 35

Norway 14 4 14 10 14 23

Spain n.a. n.a. 15 15

_o
Switzerland 1 (285) 1 341 1 503

__! United States (*) 3 105 3 248 2 494

O FR Germany 2 201 2 297 3 478

co 2 Japan 6 30 4 97 4 243

S ri United Kingdom 4 59 5 90 5 215

France 5 40 6 64 6 122

TRUME ESAND
Italy 8 9 7 21 7 67

Netherlands 7 14 9 15 8 49

Sweden 11 6 10 14 9 24

BLEU

Denmark

10

13

6

1

13

12

4

10

10

11

18

w x 17

E= O Austria 9 6 11 13 12 13

5 Canada 12 5 8 17 13 8

> Spain n.a. n.a. 14 3
>

Norway 14 14 1 15 2

"SPECIAL CATEGORY" exports included.
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TECHNICAL CO-OPERATION

IN THE

PRODUCTION OF COTTON :

THE NEW CROP

IN CENTRAL AFRICA

Contributed by the Staff and Technical
Advisers of the United Kingdom Ministry

of Overseas Development

This article, supplied through the good offices of the United Kingdom

Delegation to OECD, provides a concrete instance of the value of

the transfer of skills from a developed to a less-developed country,

and demonstrates that successful economic development does

not depend solely on financial aid.

R
ritain provides £ 200 million

a year in overseas aid, mostly
in grants and loans financing physical
development. Only a small part of
this large sum is devoted to " know
how " or technical assistance. But

the resulting transfer of skills may
be worth more than all the monetary
aid. Governments cannot provide
professional skills, they can only
help mobilise them; but this is a

matter of the highest importance.

The emergence of cotton as a
key crop in Central Africa provides a
striking example of the value of this

form of technical co-operation. Agri¬
culture in African territories has large¬
ly been based on a subsistence
economy except for a few specialised
cases such as the tobacco industry
of Rhodesia. Cotton has been an

important cash crop for African farm¬

ers, but income from the crop has
been low because insect pests have
been a very serious cause of low
yields. In Malawi, which had the

largest acreage of cotton in Central
Africa, yields of only 300-400 lb. of
seed cotton per acre were all that
could be obtained, and at this low

level production had more or less
ceased in Rhodesia and Zambia.

Could Britain help with technical
aid? In 1956 Mr.E.O. Pearson, now
Director of the Commonwealth Insti¬

tute of Entomology, London, advised
on the establishment of a research

team of entomologists. Mr.R.C.H.
Sweeney was the first to be appointed
to Malawi. He was followed by
Mr. J. P. Tunstall in February 1957
(team leader) and by Mr. G.A. Mat¬
thews in March 1958, both of whom

are still working at Gatooma, Rhode¬
sia, which was selected as head¬

quarters because of the better facilities
at the Cotton Research Station com¬

pared with those in the Malawi
cotton areas. The scheme remained

under the administration of the Malawi

Government until July 1965 when
it was transferred to the Agricultural
Research Council of Central Africa.

The scheme was financed equally
by the UK, Malawi and former
Federal Governments, and cost less

than £ 25,000 per annum. Present
costs shared by the Malawi, Rhodesia

and Zambia Governments are approx¬
imately £ 30,000 per annum. Brit¬
ain no longer contributes to the
scheme but assists indirectly with
support for collaborative research
such as the sex attractant studies at

the Tropical Products Institute, and
provides a grant to the Agricultural
Research Council of Central Africa.

The Cotton Pest Research Scheme

results are now being put into practice
throughout Southern Africa and yields
per acre of over 2,000 lb. have been

achieved. In Rhodesia production
has risen from more or less nothing
to over 30,000 bales and in Zambia

to over 3,000 bales of lint which are

together worth over £ 1 million.

What is more important is that cotton

has helped to diversify the agricul¬
tural economy. In Malawi the intro¬
duction of new methods to an

established crop necessitates a slower
rise in production, but nevertheless
spraying has been introduced to

over 6,000 acres. Although total
acreage has also increased, total
production is now 35,000 bales

compared with only 8,000 bales in

1957/58. (See Table 3).

Advice on toxicity hazards has
been obtained from the Tropical
Pesticides Research Committee in

England. This is only one example
of the close co-operation between
the Cotton Pest Research team and

organisations in England which has
been strengthened by liaison visits to
Gatooma by many distinguished spec¬
ialists from the UK. More recently
a co-operative research programme
has been started with the Tropical
Products Institute, London. Since

the introduction of the spray pro¬
gramme the sprayed acreage has
been increased rapidly and the average
yield maintained at over 1,000 lb.

seed cotton per acre. The increased
production of seed cotton has stimu¬

lated the local textile industry both
in Rhodesia and Malawi. In addition

cotton seed can play a major part
in increasing cattle production and
the development of low cost high
protein foods. To maintain cotton

production at a high level further
research will be essential.

Various methods of attacking the
individual pests have been considered,

including an alteration of planting
date and deep ploughing, but so far
the only successful method depends
on regular spraying with insecticides.
Assessment of insecticides in the

laboratory and in field trials showed

that the insect complex could only be
controlled by using several insecti¬
cides : Carbaryl for red bollworms,
stainers and some other pests, DDT
for American bollworm and dime-

thoate for control of aphids and red
spider mites.
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During the cotton growing up to
fourteen spray applications may have
to be made. Timing of the appli¬
cations and choice of chemical de¬

pends on regular inspection of the
crop for bollworm eggs and general
scouting of insects. In an attempt
to provide a more efficient means of
depositing the insecticides the tail-
boom sprayer was developed at
Gatooma. The arrangement consists
of a vertical boom fixed to the rear of

the sprayer and carrying eight spray
nozzles which are capable of adjust-
ement according to the growth of
the plant. The tailboom can be
used in conjunction with a knap¬
sack sprayer, tractor-mounted sprayer,
animal-drawn sprayer, or a portable
line system of spraying.

Co-operation with the Tropical
Pesticides Research Unit, Porton,

England, has shown that, although less
effective than the recommended

ground spraying, reasonable control
can be achieved by helicopter

spraying, which is very attractive
where there is a large acreage and
there are operational difficulties

with tractor equipment.

SPRAYING TRIALS

Large scale cotton trials were
carried out in 1960 and 1961, both in

the Southern and Central Regions of
Malawi and the middle veld of Rho¬

desia. The altitude in the three areas

varied from 350 ft. at Chikwawa,

1,900 ft. at Chitala, to 3,995 ft. at
Gatooma. All the plots, with one
exception, were entirely dependent
on rainfall.

The trials aimed at assessing the

efficiency of the insecticides as
applied by the tailboom sprayer, to
see whether the locality made any
difference in the efficiency of spraying
and also to assess the economics of

spraying as opposed to unsprayed
cotton. The 1960 trial comprised
34 and the 1961 trial 37 plots which

were mostly on farms where cotton
was grown commercially, but some
were sited on Government experi¬

mental stations. The average plot
size was half an acre. Numbers of

the various pests were assessed by
various sampling methods : thus in
the second trial, for example, counts

of bollworm eggs were made twice
weekly from the time the seedlings
possessed four true leaves until boll

1. YIELD AND PERCENTAGE OF STAINED

OR DAMAGED SEED COTTON FOR THE 1961 TRIAL

Based on whole subplots

Plot Number

MALAWI :

southern region

Mean

MALAWI

central region

Yield

(lb seed cotton per acre)

1,206

1,156

1,480

1,199

1,567

1,978

1,365

1,524

1,180

1,175

273

1,928

1,055

1,073

853

913

717

1,904

1,290

616

21 1 338

22 1,798

23 1,296

24 1,420

25 633

26 833

27 1,249

28 1,090

29 1,939

30 1,704

31 592

32 1,329

Mean

RHODESIA :

middle veld

33 2,452
*_d. 1 836

35 1,723

36 1,511
370) 2.196

696

544

835

791

890

526

695

463

494

319

490

709

844

393

472

266

201

619

292

16

1,049

581

465

125

461

91

428

189

755

647

241

874

309

208

319

823

1,247

510

612

644

408

667

1,452

670

1,061

636

856

217

1,219

211

680

386

647

516

1,235

998

600

Percentage stained

and damaged seed cotton

13.5 36.0

19.5 33.2

21.9 27.4

5.4 18.4

2.2 14.8

13.1 35.1

11.1 34.0

5.6 25.2

5.1 15.9

9.4 53.2

44.8 67.7

17.0 31.6

18.8 19.1

15.7 39.5

22.0 35.7

35.6 50.5

31.8 53.1

8.2 14.3

4.8 21.5

8.6 36.4

788 4.5

1,217 6.8

831 4.1

1,295 8.1

172 11.7

742 2.4

821 7.1

901 16.5

1,184 3.1

1,057 3.8

351 3.2

445 0.1

_____U*>2^__!
_________ E»

2,143 0.1

1,628 0.6

1,404 0.3

688 1.1

949 2.2

11.5

24.5

24.5

44.7

7.9

21.4

28.2

33.5

27.4

23.9

2.3

13.2

21.0

6.9

15.9

9.0

9.6

Mean

(1 ) Received supplementary irrigation.
Source : J. P. Tunstall and G.A. Matthews "The Empire Cotton Growing Review" Vol. XLIII No. 2.

41



Cotton spraying in Africa : ox-drawn sprayer with nine tailbooms

2. ESTIMATE OF COSTS AND PROFIT PER ACRE OF SPRAYED

AND UNSPRAYED COTTON CROPS 1961 TRIAL

Based on mean insecticide consumption and mean yields for each area

Cost of insecticide (shillings) (') Cost of

application

(shillings))2)

Cost of

growing

crop

£ (

Gross

return

on farm

£ (*)

Profit

£

Carbaryl DDT Dimethoate Total

MALAWI :

southern region

Sprayed

Unsprayed

89.8 36.6 3.5 129.9 72.3 16.21 22.22 6.01

6.10 7.60 1.50

MALAWI :

central region

Sprayed 102.0 21.8 1.7 125.5 72.3 15.99 31.43 15.44

Unsprayed 6.10 12.93 6.83

RHODESIA:

middle veld

Sprayed 63.1 59.6 9.7 132.4 72.3 20.49 56.36 35.87

Unsprayed 10.25 14.20 3.95

1961 retail prices.

(1 ) Cost of carbaryl sprays (0.5 % active ingredient) 7.59d per gallon
Cost of DDT sprays (0.5 % active ingredient) = 6.48d per gallon
Cost of dimethoate sprays (0.05 % active ingredient) 5.50d per gallon

(2) Includes capital cost of knapsack sprayer at £ 27.5 (depreciated over 3 years on 12 acres of cotton per annum) maintenance and running
costs of sprayer at 12 shillings per acre and unskilled labour at 10 shillings per day for two labourers.

(3) For Malawi growing costs include cost of cultivation and spraying but exclude cost of picking, transport to ginnery or cotton market and levy
(1 22 shillings per acre).

For Rhodesia growing costs include cost of seed, fertiliser, ploughing, cultivation and spraying but exclude cost of picking, transport to gin¬
nery or cotton market and levy (205 shillings per acre).

(4) Based on a selling price in Rhodesia of 8 1 /2d per lb. for Grade I (clean) and 5d per lb for Grade III (stained) seed cotton less 1 1 /2d per
lb for picking, transport to ginnery and levy costs and in Malawi of 61 /2d per lb for Grade I (clean) and 3d per lb for Grade II (stained) cotton
less Id for costs of picking and transport to market.

From J. P. Tunstall &G.A. Matthews "The Empire Cotton Growing Review", Vol. XLIII No 2.
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3. ANNUAL PRODUCTION OF COTTON IN MALAWI AND RHODESIA

(1,000 bales)

1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66

* Preliminary

Source: (From Cotton Statistics - quarterly bulletin of the International Cotton Advisory Committee

maturity on twenty-five plants approx¬
imately spaced at equal intervals
along each diagonal of the subjects.
There were two grades for the har¬
vested seed cotton - clean and dam¬

aged or stained cotton.

The results of the 1961 trials in

Malawi (table 1) were similar to
those in 1960 and showed that in

all the areas the average increase

in yield exceeded 600 lbs seed cotton
per acre. Some individual plots had

smaller increases in yield, but the
poorer results could be attributed to
agronomic factors, such as variation
in soil fertility; yield increases were
highest in the middle veld of Rho¬
desia.

The comparative costs of sprayed
and unsprayed cotton based on mean
yields and consumption of insect¬
icide in the 1961 trials are given in

table 2. The figures show that a
greater profit is made from the

sprayed cotton. The difference in
Southern Malawi was £ 1 .5 compared

with £ 6.01 for sprayed cotton ; and
in the Central Region £ 6.83 com¬

pared with £ 1 5.44.

The choice of insecticides in the

spray programme was influenced to
some extent by their mammalian
toxicity, as it is undesirable for spray
operators to have to wear heavy pro¬
tective clothing in hot tropical con¬
ditions.
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Left to right : The Right Honourable Frederick Peart, M.P., Minister of Agriculture, UK, Chairman of the Meeting, Mr. B.M. Biesheuvel,
Vice-Prime Minister and Minister of Agriculture for the Netherlands.

MINISTERS OF AGRICULTURE

OF OECD

g he Ministers of Agriculture of OECD countries met in
Paris on 27-28 October 1966 under the chair¬

manship of the Right Honourable Thomas Frederick Peart,
Minister of Agriculture of the United Kingdom. Mr. Adolfo
Diaz-Ambrona and the Honourable J.J. Greene, respect¬
ively Ministers of Agriculture of Spain and Canada, were
elected Vice-Chairmen of the meeting. The previous
meeting of Ministers of Agriculture took place on 17-18
June 1965.

The Ministers discussed problems of a national and
international nature arising in the agricultural sector.
Trade relations between Member countries and prospects
for world supplies of agricultural products were given
particular attention.

The Ministers adopted the conclusions of a report
prepared for them by the Committee for Agriculture at
official level and proposed the publication of the report.

This report analyses the main changes which have taken
place in the agricultural situation and in the agricultural
policies of Member countries during the last five years.
Most significant among these have been the development
of the common agricultural policy of the European Econo¬
mic Community, the change in US policies which facili¬
tated a reduction in the food reserves of the United States

and the revision of import regimes by the United Kingdom.

The Ministers observed that the individual incomes of

farmers have risen in recent years in all countries but that
the gap between agricultural incomes and those obtained
in other economic sector, still remains large. Moreover,
income disparities within the agricultural sector have not
shown any tendency to diminish during the period covered
by the report. The Ministers noted therefore that the
achievement of satisfactory incomes for farmers remains
one of the basic objectives of agricultural policies.
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The Ministers noted that recourse to price support
policies is widespread and seems even to have been inten¬

sified over the period considered. However, they also
noted difficulties in adjusting supply and demand to
which this situation is likely to give rise.

Increasing emphasis is being given to programmes of
structural reform, affecting both production and marketing.
It is indeed recognised that these reforms and the closer

integration of the agricultural sector in the whole economy
are necessary conditions for the solution of economic and

social problems of agriculture in developed countries, and
can make it possible to reduce gradually the degree of
recourse to price support.

The Ministers also noted that in general international
trade in agricultural products has risen faster than produc¬
tion. However, this increase in trade cannot in general
be attributed to a reduction in trade barriers, as these

remain important. These barriers give rise to special diffi¬
culties for countries whose economy is largely dependent
on agricultural exports. Due inter alia to the creation and

functioning of customs unions and free trade area arrange¬
ments, the direction of trade had sometimes been

changed. It would be in the general interest that an
understanding among the various countries concerned
should be reached.

The Ministers again expressed the wish that the inter¬
ests of other countries should be taken into consideration

in developing, modifying and applying agricultural policy.

It was also recognised that in the developing countries
improvement in the agricultural sector is largely dependent
on the development of the other sectors of the economy
as a whole. The Ministers noted with interest the study
being carried out by OECD of the special problems of agri¬
culture in the less-developed Member countries.

Considering world supply in agricultural products the
Ministers emphasised the disturbing factors of the situation.
They recalled that no efforts should be spared to accelerate
the growth in food production in developing regions, since
such an improvement in production is indispensable if the
world food problem is to be solved. They recognised
however that a high level of food aid would almost certainly
be necessary for a number of years but they stressed that
food aid should be orientated towards the requirements of
receiving countries and their efforts to raise production.

The Ministers heard statements to the effect that OECD

is an appropriate place where the donor countries could
co-ordinate their activities in the field of food aid, as the

Organisation is in a position to deal with both the develop¬
ment assistance and the agricultural aspects of the problem.

The Ministers noted with interest a proposal inviting
Member countries to set up, within the Organisation, a
Group for study and reflection for the purpose of establish¬
ing the outlook for increased production and subsequently
for defining in a concerted manner the most appropriate
methods for adapting availabilities to needs. This proposal
will be examined by the Organisation, taking account of
the work which the Secretary-General referred to in his
introductory statement.

The Ministers noted with approval the attention given to
these questions by the OECD. Action by the Organisation
in these fields should make it possible to define the prin¬
ciples which can inspire Member countries in the agricul¬
tural and trade fields as well as in seeking a solution to the
food problem of developing countries.

-
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NEW OECD PUBLICATIONS

MANPOWER ASPECTS OF AUTOMATION

AND TECHNICAL CHANGE (1)
European Conference, Zurich, 1st-4th February,

1966. Final report

148 pages 12s.6d. $2.00 F 8 Sw.fr. 8 DM 6.60.

This is the final report of a four-day seminar attended by experts
in the technology of automation, industrial organisation, vocational
training, regional planning and other fields. This conference
explored the new possibilities opened up by the technology of auto¬
mation and its likely impact on the nature of jobs, management
tasks and organisation and factors determining industrial location.

ECONOMIC GROWTH 1960-1970 (2)
A mid-decade Review of Prospects

120 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

A survey of progress made towards the OECD growth target of
50 per cent for Member countries' combined national output during
1960-1970 and of prospects for the rest of the decade. Prepared
by Working Party No. 2 of the Economic Policy Committee, it
analyses experience in the first half-decade, assesses prospects
for continued expansion in the OECD area, and discusses the policies
that will be needed to support stable growth in the years ahead.

TOURISM IN OECD MEMBER COUNTRIES 1966 (2)

110 pages 17s.6d. $3 F 12 Sw.fr. 12 DM 10.

This report summarises the main findings and conclusions of the
OECD Tourism Committee as regards the development of tourism
in Member countries in 1965 and the early months of 1966; it
contains detailed statistics of international tourist movements,

overall and by country, and of tourist receipts and expenditures in
foreign currency.

DEVELOPMENT ASSISTANCE EFFORTS

AND POLICIES

Review by Willard L. Thorp

168 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

The 1966 annual report of the Chairman of the OECD Development
Assistance Commitee (DAC) based mainly on the Annual Aid
Review carried out by the Committee, various special reports and
analyses carried out by the staff of OECD, and discussion at the
meetings of DAC and its working parties.

EUROPEAN MONETARY AGREEMENT :

SEVENTH ANNUAL REPORT OF THE BOARD

OF MANAGEMENT

116 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

The Board's Report covers developments in the monetary reserves
and balances of payments of OECD countries in 1965 and early
1966. It gives, for each OECD country, on a uniform basis, data
on : the development of reserves in the ten years 1955-64, in 1965
and the first quarter of 1966; the major items in the balance of pay¬
ments for each of the four years 1962-65. It also records the
operations under the EMA and recent changes in the provisions
of the EMA.

DRAFT DOUBLE TAXATION CONVENTION ON

ESTATES AND INHERITANCES (2)

Report of the OECD Fiscal Committee 1966

128 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

The new Draft Convention is the logical and necessary follow-up
to the Draft Double Taxation Convention on Income and Capital
published by OECD in 1963. Like its predecessor, the new Draft
Convention is accompanied by a general report and a detailed
Commentary on each of its Articles.

THE BALANCE OF PAYMENTS ADJUSTMENT

PROCESS (3)

30 pages 5s. $0.80 F 3 Sw.fr. 3 DM 2.50.

The Ministers and central bank Governors of the ten countries parti¬
cipating in the General Arrangements to Borrow, when setting in hand
a study of the appropriate arrangements regarding international

liquidity, agreed that it was desirable that a study should also be
made of the question as to whether the balance of payments adjust¬
ment process might be improved. This study has been carried

out by Working Party No. 3 of the OECD Economic Policy Committee.

OTHER NEW PUBLICATIONS

ELECTRICITY INDUSTRY SURVEY - 16th Enquiry

116 pages 12s.6d. $2 F 8 Sw.fr. 8 DM6.60.

PRICE SYSTEMS IN THE FISHING INDUSTRIES

232 pages 35s. $6 F 24 Sw.fr. 24 DM 20.

19th SURVEY OF ELECTRIC POWER EQUIPMENT

Situation and Prospects as at 1st January 1966

184 pages 17s6d.. $3 F 12. Sw.fr. 12 DM10.

THE ENGINEERING INDUSTRIES IN NORTH

AMERICA, EUROPE, JAPAN, 1965

260 pages 22s.6d. $3.80 F 15 Sw.fr. 15 DM 12.50.

DEMOGRAPHIC TRENDS 1965-1980 IN WESTERN

EUROPE AND NORTH AMERICA

116 pages 15s. $2.50 F 10 Sw.fr. 10 DM8.30.

REDUNDANCY PRACTICES IN FOUR INDUSTRIES

by A. Smith

136 pages 21s. $3.50 F 14 Sw.fr. 14 DM11.60.

WORK OR SUPPORT

by Bent Andersen

108 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

DEVELOPMENT PLANS AND PROGRAMMES.

Third Annual meeting of Directors of Development

Training and Research Institutes

220 pages 12s.6d. $2 F 8 Sw.fr. 8 DM 6.60.

GOVERNMENT ORGANISATION AND ECONOMIC

DEVELOPMENT. Fourth study conference on prob¬
lems of Economic Development
300 pages 21s. $3.30 F 14 Sw.fr. 14 DM11.60.

TRAINING AND RESEARCH IN DEVELOPMENT.

Annual meeting of Directors of Development,
Training and Research Institutes

208 pages 21s. $3.50 F 14 Sw.fr. 14 DM 11.60.

THE DETERMINANTS OF FINANCIAL STRUCTURE

by R. Goldsmith

58 pages 6s. $1 F 4 Sw.fr. 4 DM3.30.

GOVERNMENT PURCHASING IN EUROPE,

NORTH AMERICA and JAPAN

Regulations and Procedures

720 pagres 75s. $2.50 F 10 Sw.fr. 10 DM 8.30.

INTERNATIONAL ROAD SAFETY RESEARCH

DIRECTORY. 2nd Edition

362 pages 44s. $7.50 F 30 Sw.fr. 30 DM 25.

POWER REACTOR CHARACTERISTICS

88 pages 15s. $2.50 F 10 Sw.fr. 10 DM 8.30.

(1) See OECD Observer No. 21.

(2) See OECD Observer No. 24.

(3) See Page 35.
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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.,
53 D, Bourke Street,

Melbourne, C.I.

AUSTRIA

Gerold & Co.. Graben 31, Wien 1.

Sub-Agent :
Buchhandlung Jos. A. Kienreich,
Sackstrasse 6, Graz.

BELGIUM

Standaard Wetenschappelijke,
Uitjeverij.
Belgiëlei, 147
Anvers.

Librairie des Sciences (R. Stoops)
76-78 Coudenberg, Bruxelles.

CANADA

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

DENMARK

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

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 2, Helsinki.

FORMOSA

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 (5'').
Librairie de Médicis,

3, rue de Médicis (6°).

Sciences Politiques (Lib.),
30, rue Saint-Guillaume (7e).
La Documentation Française,

16, rue Lord-Byron (8e).
Aix-en-provence : Librairie de

l'Université.

Bordeaux : Mollat.

Grenoble : Arthaud.

Lille : Le Furet du Nord.

Strasbourg : Berger-Levrault.

GREECE

Librairie Kauffmann,

28, rue du Stade, Athènes 132.

GERMANY

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

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

Hamburg : Reuter-Klôckner;

und in den massgebenden Buchhandlungen
Deutschlands.

ICELAND

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

INDIA

International Book House Ltd.,
9 Ash Lane,

Mahatma Gandhi Road, Bombay 1.

Oxford Book and Stationery Co. :
Scindia House, New Delhi.
17 Park Street, Calcutta.

IRELAND

Eason & Son,

40-41 Lower O'Connell Street, Dublin.

ISRAEL

Emanuel Brown,

35 Allenby Road,

and 48 Nahlath Benjamin St., Tel-Aviv.

ITALY

Libreria Commissionaria Sansoni

Via Lamarmora 45, Firenze.

Via Paolo Mercuri 19/B, Roma.

Sub-Agents :
Genova : Libreria Di Stefano.

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

Palermo : Libreria Dante.

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 Brack, 22, Grand'Rue,
Luxembourg.

MALTA

Labour Book Shop
Workers' Memorial Building

Old Bakery Street. Valletta.

MOROCCO

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

THE NETHERLANDS

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 Bastinos de José Bosch, Pelayo 52
Barcelona 1.

SWEDEN

Fritzes, Kungl. Hovbokhandel,
Fredsgatan 2, Stockholm 1 6.

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

OECD PUBLICATIONS CENTER,
Suite 1305

1750 Pennsylvania Ave, N.W.
Washington, d.c. 20,006,

Tel : (202) 298-8755.

VENEZUELA

Libreria del Este.

Avda F. Miranda 52, Edificio Galipan,
Caracas

YUGOSLAVIA

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