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THE OECD

MINISTERIAL COUNCIL

he Council of the OECD met at Ministerial level
-*- in Paris on 30th November and 1st December,

1967, under the Chairmanship of the Honourable J.C. de
Oliveira, Minister of Economic Affairs of Portugal, and
reviewed the economic situation of its Member countries,
their economic relations with the rest of the world, and
the work of the Organisation itself.

Ministers welcomed the statement by the Delegate for
the United Kingdom on the strong measures announced
by the United Kingdom following devaluation, to streng¬
then the balance of payments and lay sound foundations
for economic growth.

The slowdown of economic growth in large parts of the
OECD area that began in 1966, now seems to have come

to an end and for the next year the average growth rate of
gross national product may again reach about 4 i per cent.

The expansionary forces vary in strength, however.
They are strong in the United States, where in fact fiscal

restraint is required, and in Japan and Italy. They are
weaker in most of Europe where manpower and other
economic resources may remain less fully employed than
in recent years. Flexible economic policies are therefore
called for, with a readiness to apply more expansionary
measures in some countries as and when required. In



many countries a more active manpower policy ar
structural adjustments will be helpful.

The economic expansion in most developing Member
countries continues at a somewhat faster rate than in the
other Member countries taken as a whole. The develop¬

ment aims of these countries are, however, far from being

realised. Their problems of economic development, espec-
ally their export problems, will therefore be kept under
close review by the Organisation.

Ministers exchanged views on balance-of-payments
problems. They noted inter alia the persistence of the
external- overall deficit of the United States and of the

surplus of the E.E.C. countries combined. Appropriate
economic policies are required, including measures to
influence capital movements as well as the current account
in a constructive way. Ministers stressed the need for
both surplus and deficit countries to continue and intens¬
ify their efforts to reduce this persisting disequilibrium;.
Opinions diverged on the share of responsibility of differ¬
ent countries in the search for equilibrium. Ministers

were nevertheless- at one in recognising that common

efforts would be needed as a contribution to a better
equilibrium in the international balance of payments.

(continued on page 44)

Michel Debré, Minister 1er Economic Alfairs and Finance, France, talks viith
Dr Schollhbrn, Secretary ol State ol the German Ministry lor Economic Ai fairs.
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DEVEL0PIN6
COUNTRIES

At the OECD Ministers' Meeting a report

on the Food Problem of the Developing

Countries was presented hy the Secretary

General of OECD, Thorkil Kristensen.

The Secretary General had been requested

to prepare this study by OECD's Deve¬

lopment Assistance Committee which at its

July iç66 meeting in Washington D. C. had

noted with concern the slow development of

foodproduction in the developing countries

in face of a rapidly rising population. The

following article presents the main points

made by the Secretary General in his report.

It is a matter for concern that in the first seven

years of the 1960's the following phenomena
have coincided :

Food production in the developing countries has
grown more slowly than demand;

The area of good new land that could easily be brought
under cultivation in developing countries has been sharp¬
ly reduced;

The population of developing countries has been
growing at an increasing rate;

Surplus stocks of grain in North America have rough¬
ly speaking been exhausted through exports to less-
developed areas;
© Development aid from the richer countries has on
the whole stagnated;

The debt burden of many developing countries has
been rising fast.

It is evident that the problem of how to satisfy the
rapidly growing demand for food in the developing
countries concerns not only these countries themselves,
but also the more wealthy nations.

The Outlook for Food

The unprecedented increase in the population of
nearly all less-developed countries that has taken place,
especially in the 1950's and the present decade, is like¬
ly to go on till the end of this century and to some extent
even beyond it. Even if family planning makes consi¬
derable progress, the population of the developing
countries is likely to continue to grow much faster than
that of the developed industrial societies for many
decades. Fortunately, per capita incomes are also in¬
creasing and will, we hope, increase faster in the future,
but in poor countries a large part of any addition to
personal incomes will be spent on food. It is, therefore,
likely that in the foreseeable future demand for food

in the developing countries will grow rapidly, more
rapidly than the production of food.

This is because, in contrast to the last few decades
when the amount of land under cultivation in the deve¬

loping regions increased fairly rapidly (accounting for
more than half of the increase in production in Latin
America, the Near East and Africa and for more than

40 per cent in the Far East), there will in future be little
possibility for further increases in the area under cul¬
tivation, especially in the Far East. Thus the amount

of agricultural land per capita will decline. It is likely
that by the year 2000 each person in the farm popula¬
tion of the developed countries will have about twenty
times as much land as the average person in the farm
population of the developing countries. Compared
with the Far East alone it would be 50 times as much.

It is true that production can be increased, even with
a low land-to-labour ratio, by raising agricultural yields.
Japan, for example, has obtained considerable success
in such labour intensive agriculture with very little land
per agricultural worker, and it may well be that the
development in a number of other countries will follow

a pattern somewhat similar to that of Japan.
Introduction under favourable conditions of new

varieties of maize, wheat and rice that have been develop-



ed in countries like Japan, the United States, Mexico
and Taiwan, can yield much more than most traditional
crops (though the new techniques must be modified
and carefully adapted to local conditions of soil and
climate). Moreover modern techniques can be applied
to so-called agro-allied activities production and
distribution of fertilisers, pesticides and weed-killers,
irrigation installations and means of storage and trans¬
port of agricultural products and fertilisers.

It would, however, take a rather spectacular speed¬
ing up of the increase in yields to make production
grow as fast as demand in the developing countries,
especially if allowance is made for the improvement in
consumption per capita that should accompany gene¬
ral economic growth. Moreover modern techniques
penetrate rather slowly into agriculture because of the
very large number of farmers who have to learn and
adopt these techniques.

Thus, although most of the increased demand for
food can and should be met by expansion of
agricultural production in the developing countries
themselves and such expansion deserves a high prior¬
ity in development planning it is unlikely that pro¬
ductivity will increase as rapidly as demand.

It follows that food imports into some developing
countries will rise faster than food exports from other
such countries so that the group as a whole will be a net
importer of food to an increasing extent, probably for
a rather long time to come. Already many develop¬
ing countries have become net importers of food from
the developed areas, and this will become increasingly
so.

This is not serious in itself. Food production in
the developed countries is likely to grow so fast that
it can easily meet the demand for imports into develop¬
ing countries; in the longer run the developing countries
should be able to increase their exports of manufactur¬
ed and semi-manufactured goods as the industrialised
countries have already done. They will then be able
to pay for their imports of food.

What is serious, however, is that for quite a few
years to come a number of developing countries are
likely to face a difficult balance of payments situation.
To develop they must import large quantities of capi¬
tal goods. If at the same time they have to import
increasing amounts of food and also, as seems likely,
serve a rising external debt, shortage of foreign exchange
may force them to keep the economy growing slowly
so that neither production in general, nor export capa¬
city, can expand enough. The burden on the balance
of payments will be especially heavy when there has
been a poor harvest because of insufficient rain, as in
India in 1965 and 1966.

It is here that the real danger lies. Later on it is at
least conceivable that rising productivity and slower
population growth will make the situation easier, but
it is possible that the whole development process may
be jeopardised in the next, say, 10 to 15 years because
of a shortage of foreign exchange earnings with which
to import capital goods for investment. What can
the wealthy nations do to prevent this from happening ?

A Serious Effort should be made to Increase
the Flow of Aid

Unless the gross flow of aid continues to increase,
the annual amount of repayment will be larger than
the inflow of new aid, and the developing countries
would become net exporters of capital to the rich
countries. Yet the flow of development aid has on the
whole been stagnating since 1961 if deduction is made
for the amortisation of existing loans.

What is needed is more aid, at least until exports of
the developing countries have risen sufficiently so that
they can pay for all their imports, including food. The
best solution would be to increase substantially aid in
the form of cash in order to enable the receiving countries
to decide what they want to buy. It may, however, be
easier for the donor countries to provide more aid in
the form of food.

Food aid has been of considerable importance since
1954 when legislation on the matter was passed in the
United States (P.L. 480). Other countries like Aus¬
tralia and Canada have used deliveries of food in their

aid programmes, and a multilateral " World Food Pro¬
gramme " has been established by the United Nations
and the FAO. A further step in the direction of mul¬
tilateralism has been taken under the Kennedy Round
in the GATT where a number of countries undertook

to furnish 4.5 million tons of wheat annually in the
three coming years.

Food aid has in common with other kinds of tied

aid that it not only helps less-developed countries, but
also supports the exports of the donor country. Tying
of aid can lead to a deflection of trade that is not always
desirable, and one cannot be sure that it serves the most

urgent needs of the receiving country. On the other
hand, tied aid is normally better than no aid at all, and
the main argument for a certain amount of aid tying is
that it permits the flow of aid to become bigger than it
would otherwise have been.

There can be no doubt that food aid has increased

the total flow of assistance rather considerably. In the
years 1961-1965 the United States alone has provided
under government-financed programmes on the ave¬
rage 13.65 million tons of wheat, 0.56 million tons of
rice and 1.96 million tons of coarse grains annually,
plus certain quantities of other food items. In 1965,
food aid represented 33 per cent of the United States'
gross aid disbursements and more than 20 per cent of
the total flow of aid from OECD/DAC countries.

Food aid was of course particularly easy to give as
long as it could be taken out of surplus stocks already
accumulated, but in the donor countries, and especially
in the United States, the situation has changed in recent
years. Surplus stocks have been declining since 1961
and at present are no longer in excess of the desirable
working level. This means that food aid in the biggest
donor country now has to come out of current product¬
ion, to be paid for by the government, and the United
States Government has, mainly for that very reason,
permitted a substantial increase of the area under wheat
and rice since 1966. This of course means that from



now on food aid represents much more of a real sacri¬
fice for the main donor country than in the past.

But if surplus stocks are no longer available, there
is still surplus capacity. In fact, large areas of farm land
are still lying idle in the United States, and in the deve¬
loped countries in general production of a number of
important food items tends to outrun demand.

Recent studies within the OECD have shown that

on the assumption that policies are not radically chang¬
ed, the developed countries combined are likely to see
their production of cereals increase to an extent that
will permit them to satisfy their own demand and at
the same time increase their net exports to other parts
of the world substantially. In fact, the surplus avail¬
able for exports is likely to exceed the quantity that
would be imported by the developing countries.

There is also likely to be an exportable surplus of
milk and milk products in the developed countries as
a group. Milk can be turned into milk powder, and
skim milk powder is already used to some extent in
development aid programmes. It is valuable because
it contains nutritionally important animal protein.
However, the surplus is likely to become particularly
large and even embarrassing concerning the butter
fat content of the milk. It is therefore of considerable

importance that recent experience has shown that
whole milk powder, with the cream in it, can be preserv¬
ed better in a tropical climate than has been generally
recognised.

Some of the developed countries also have idle capa¬
city for the production of fertilisers. It is therefore
proposed that developed countries as part of their aid
policies should have an additional programme, com¬
prising grains, milk powder and fertilisers. Combining
food aid with fertiliser aid would underline the priority

now given to the growth of agriculture in developing
countries.

Such a programme would have to be administered
carefully. Since the flow of grains and of milk powder
furnished as aid would be part of the markets for these
products, it would be important to avoid market dis¬
ruption, harmful both to farmers in developing countries
and to legitimate commercial exports from developed
countries. Participating countries should therefore con¬
sult on the timing of purchases and of aid deliveries.
This plan may involve holding in reserve certain stocks,
particularly grains, so that an emergency situation can
be met. The food aid programme should not, however,
lead to such an increase in production that large surplus
stocks, threatening market stability, are accumulated.

There is one final point to make in connection with
food aid. The partial failure of the monsoon in India
in two consecutive years has shown how important it
is to have a World Food Reserve. World stocks, espe¬

cially of wheat, but probably also of rice, should there¬
fore always be kept above a certain level. If they are
reduced below that level in a bad year, they should be

restored, in principle, in the following year.
This cannot be the responsibility of one single coun¬

try. An arrangement could be attached to the Inter¬
national Wheat Agreement, so that the burden of keep

ing a certain buffer stock would be shared by the parti¬
cipants according to some formula to be agreed upon.

Agricultural Policies of the Developed Countries

In all modern countries there is strong pressure for
support to agriculture. This is mainly because agri¬
culture is a relatively declining industry which therefore
defends itself against the forces that are reducing its
position in society. The total amount of such support
today including both higher prices for the consumer
and budgetary payments to farmers is bigger than
the flow of development aid. This price support has
retarded the rationalisation of agriculture and the reduc¬
tion of farm population which are necessary for a fur¬
ther increase in farm incomes in the developed countries.
Moreover it does not really help the small farmers in
the way that was intended. With the rapid increases
in production-per-man-hour now taking place, agri¬
culture in the rich countries will no longer need to
receive such support in future. It is therefore propos¬
ed that price support be gradually reduced. The money
thus saved can be used partly to finance an increase of
development aid and partly to support furthei measures
to rationalise agriculture in the developed countries
themselves, including help to those who give up small
farms and to those who need retraining because they
seek employment in non-agricultural activities.

Food aid implies support to farms in the donor
country and it can therefore reduce the need for other
support measures. There is now, therefore, a unique
chance to obtain a rationalisation and simplification of
agricultural policies in the developed countries and at
the same time help the developing countries more
effectively.

Policies for Trade

Trade policies have to do with the food problem
because the main reason why the nutritional standards
of many developing countries are so low is their poverty
in general. If they had higher incomes, they would
have more and better food. They can only get higher
incomes through the development of more efficient pro¬
duction, whether it be production of food or of other
things that can be exchanged for food.

If, therefore, the period during which a substantial
flow of aid is required is not to be too long, the building
up of the exports of developing countries is of para¬
mount importance. Since, as has been seen, the gene¬
ral conditions of development indicate the evolution of
a more and more varied pattern of exports from the
developing countries, it is important that trade policies
in the developed countries do not hinder the expansion
of such exports. In particular the developing countries
should not be prevented from expanding their product¬
ion and exports in those fields where they have a com¬
parative advantage either because of their abundant and
cheap labour or because their endowment with natural
resources is different from that of the present industrial
countries. (continued on page 8)



In agriculture, measures of protection and support
are reducing the export possibilities of the developing
countries in some fields where they compete with tem¬
perate zone products. Meat, cereals, sugar, cotton,
some fruits and some vegetable oils are important cases
of products that could be exported in larger quantities
from a number of the developing countries if there were
no obstacles. (It should not be forgotten that support
to a country's own production reduces imports even
if it does not take the form of direct barriers to
such imports.) There can be no doubt that because
of support and protection rather large quantities of
some of these commodities are produced in industrial
countries that are less well equipped for their product¬
ion than are certain developing countries. Reduction
of protection and other types of price support should
be applied in particular to such agricultural products.

For primary products in general OECD countries
should participate actively in the exploration of possi¬
bilities for establishing arrangements with a view to
making markets more stable where this is possible.

It is in the export of manufactured and semi-manu¬
factured articles that the greatest possibilities lie for
the more distant future. The natural development for
the low income countries is to industrialise as the

high income countries have done. Industrial exports
are one of the means through which some of them can
solve their food problem. Trade policies in the deve¬
loped countries should not make this more difficult
than it needs to be.

As to manufactured goods, though protection was
reduced in the Kennedy Round, it is still considerable
in a number of cases. The possibilities for further
reduction should be studied, whether it be in the form
of general tariff reductions or of special preferential
treatment for exports from developing countries. It is
not desirable, however, that preferential treatment be
maintained through a long period.

It should be stressed that the importance for the
developing countries of freer access to the markets of
the industrial countries is often more far-reaching than
can be seen directly. Exports may be small for some
time, even if access is free, because most of the industry
of the developing country in question is still very
inefficient. However, those enterprises that can export
will expand in doing so and they will normally be the
most efficient parts of the industry. A stimulus to
other enterprises to increase their efficiency will be
another consequence, and the very contact with markets
where efficiency is high will have a similar effect.

increasing Private Investment in the
Developing Countries

The flow of private investment capital from developed
to developing countries has on the whole been rising in
recent years, though it was lower in 1966 than the year
before, partly due to the tight monetary conditions in
a number of countries.

In the near future special attention should be given

to investment that can help to increase food production,
especially in the " agro-allied industries ", and in parti¬
cular the fertiliser industry, which is so important for
food production. For rather a long time to come a
number of developing countries will have to import
large quantities of fertilisers, but the more productive
capacity in these countries can expand, the better (and
the rapidly increasing demand for fertilisers in the
developing regions is a good basis for such investment).
It has been proposed that a fund for the guarantee
of investments in the agro-allied industries of develo¬
ping countries be set up within OECD. This proposal
is now under study in the Organisation.

It goes without saying that investment in other indus¬
tries will also be useful, in particular when it can be
the basis of exports of manufactured goods from deve¬
loping countries. Abundant labour at low wages will
be available in most developing countries for many
years; besides, the developing countries represent
markets for industrial products that are likely to expand
considerably in the decades to come.

If the inflow of private capital has not so far reached
more spectacular dimensions, it is probably in the main
for two reasons. One is that although there is abundant
and very cheap labour, the supply of qualified labour
is often rather limited. The other is that the environ¬

ment is not always satisfactory. The first obstacle can
be overcome to an increasing extent as general education
and professional training improve, and the investing
firms are often making a valuable contribution in this
respect by organising training for their staffs.

The environment is a more complex matter. There
may be political instability and sometimes reticence or
even hostility vis à vis foreign investment. There may be
cumbersome administrative procedures and it may be
difficult to get machinery repaired, and so on.

These obstacles, too, can be overcome, especially
when the government in question understands the
importance and the advantage of foreign investment in
its industry. On the whole the climate for such invest¬

ment seems to be improving slowly. This should
continue in the years to come, provided political upheav¬
als on an important scale can be avoided.

Aid for Research on Agricultural Methods
and New Types of Food

In many cases only the developed countries have the
resources necessary for improving agricultural product¬
ion. Therefore assistance to agriculture will become
more and more important in aid programmes. It is
necessary that the developing countries be enabled to
undertake the research required to expand agricultural
production and to train research workers of their
own.

There is a need for both fundamental and applied
research as a basis for developing appropriate techniques.
Until now most such research has been carried out

with a view to the problems of the temperate zones.



This means that our general knowledge of tropical agri¬
culture is far from sufficient. There is also a need for

adaptive research so that techniques developed in one
area can be geared to natural conditions in others. Fi¬
nally, extension services must be made effective.

Donor countries can support such research activi¬
ties financially and by furnishing equipment and mater¬
ials. Part of the fundamental research can take place
at universities and research centres in developed coun¬
tries, but developed countries and their universities or
research centres can also help in setting up institutions
for research and training in developing countries. The
Development Assistance Committee of OECD has

recently discussed a proposal for an international
system of co-ordination of agricultural research under
which selected world centres would concentrate on

broad basic and applied research in the fields of crop
and animal production. They would develop new
plant types and study the problems of disease control,
fertiliser application and so on, and they would train
scientists who could then work in regional, national and
provincial centres. This proposal deserves further
consideration.

A particular responsibility should be recognised
by all developed countries regarding research in the
field of innovation in food production. This innova¬
tion concerns not only the quantity high yielding grain
varieties, breeds of animals that give more milk, eggs
or meat relative to the quantity of fodder consumed than
do traditional breeds. It also concerns the quality of
food and in particular the content of proteins. It is
in protein content that the diet in most poor countries is
the most unsatisfactory. But, as incomes rise, if all
the demand for food proteins were to be satisfied
through animal husbandry, this would mean an enor¬
mous pressure on the earth's crop-producing capacity,
since it takes about seven calories of feed crops to pro¬
duce one calory of animal food. Hence there is need
for research to find alternative sources of protein or of
the amino acids which make animal protein so valuable
as a foodstuff. Already research is being carried out
on how certain varieties of maize and other plants can
be made to contain more of the critical amino acids and

on the use of certain high-protein content oilseeds such
as soya beans and cotton seed as food additives.

In addition, the feasibility of producing protein-rich
non-agricultural food is being explored. One possi¬
bility would be to catch and prepare for human food
small fish and sea animals that are now eaten by larger
fish and other animals, only part of which are eaten by
men. Research has been going on for many years on
the cultivation of certain algae in artificial surroundings
where, since they are capable of utilising the energy
contained in sunlight or artificial light much more inten¬
sely than plants in the fields, many could be produced in
a small space. The innovation in protein production
that is considered most promising for the moment is
probably the feeding of single cell organisms bacteria
or yeasts on petroleum. In the last analysis such
production would be based on the organic remains of

animals and hence would be living on capital left from
an earlier period, just as the use of petroleum as fuel
means living on such capital, but for a long time to come
large quantities of single cell protein could be produced
in this way. Research in the field has been undertaken
mainly by private enterprise, especially the Esso/Nestlé
group and British Petroleum. It is also feasible to feed
the single cell organisms on other substrates than
petroleum molasses, the wastes from various plants
such as potato tops, wood material from forest wastes,
or other organic substances which contain carbon.
Methods to extract certain proteins from leaves are
being studied, and leaf protein has already been used
as chicken food in Israel.

Of greater importance in the long run than producing
proteins may be the problem of how to supply enough
calories overall if the total population of the earth is
going to reach the level of as much as 14 to 15 billion.
It is conceivable that wood can be converted into food
for men or feed for animals, but it would be a more
radical departure from traditional methods than those
so far discussed. The most radical innovation of all

would be to produce food without using plants : what
the plants do is to synthesise carbon dioxide from the
air with a number of other materials obtained from the

soil through use of the energy contained in sunlight.
Is it conceivable that the same process could be made to

take place in laboratories or even in factories, using
either solar energy or other energy sources? Today
food cannot be produced in this way, but it is possible
to produce on an industrial scale certain amino acids

which can then be used to fortify foodstuffs or feeding
stuffs in various ways.

Thus a number of techniques may be developed by
which food can be produced in an untraditional way.
A common feature of them all is that they would make
us less dependent on the quantity of good agricultural
land available; the more food production becomes
industrialised, the more will it depend on other factors
than land, namely on labour, capital and knowledge.
For a number of years to come, the emphasis in these
areas must be on research expensive research requiring
highly competent scientists and often costly instruments
and materials. Nor is it enough to know if and how
the products considered can be produced. The ques¬
tions as to what extent they are digestible and whether
they can have harmful effects on the organism if consum¬
ed in considerable quantities over a longer period
must be examined also.

Population Policy

The unique population growth that can be expected
in the next few decades will slow down sooner or later,
but it is of paramount importance that it does not last
too long because the food problem as well as various
other problems of modern society will be much more
difficult to solve if the population increase of the next
century proves to be say 10 billion than if it is only
5 billion. (continued on page 10)
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In the long run the only acceptable growth rate for
the world's population is 0. Even a very low positive
rate will lead to an impossible situation in the course of
a few centuries. The average birth rate of the more
developed regions was 20 per 1,000 population in 1960-
1965 and that of the less developed regions was 40.4.
Both these averages will have sooner or later to come
down to the neighbourhood of 10 which is the level
that the death rate seems to be moving towards. The

gross reproduction rates have recently been about 1.3 in
France, 1.8 in the United States and more than 3 in some
developing countries . They must eventually come down
to little more than 1. The implication is that restraints
to keep procreation down will progressively have to
be intensified even in most developed countries and
much more so in virtually all the less developed areas.

The various methods now in use to keep procreation
well below the biological limit can be classified under
the following headings : abstinence, including late mar¬
riage, the rhythm method and at the limit coitus inter-
ruptus; contraceptive methods; induced abortion and
sterilisation.

If a significant intensification is called for, it seems
that neither abortion nor sterilisation are desirable on

a very large scale. The discussion will therefore in all
likelihood concentrate more and more on various

methods belonging to the first two categories. If any
of these methods are to be used much more intensely

than now, it will raise a number of questions. Quite
naturally human behaviour in these matters has been
influenced not only by cultural traditions in the broader
sense of the word, but also to a large extent by moral
and religious considerations. It is therefore of great
importance how the major religious communities in
the world are trying to guide their adherents in this
often difficult field. If there is any general rule it is
probably that abstinence is considered the most accept¬
able method on moral grounds while doubts, hesitation
or opposition are expressed concerning contraception
and abortion, sometimes also coitus interruptus.

In practice, a number of countries pursue population
policies that permit or even support contraception or
abortion. The fact that most people in some of the
countries concerned belong to one or more of the
major religious communities (Islam, Hinduism, Bud¬
dhism, Shintoism, and various Christian confessions)
has not prevented this. It should be added, however,
that many individuals are practicing some of these
techniques in conflict with the laws of their country
or the guidance of their religious community or both,
a fact that should be noted because it adds to the

psychological difficulties of a person faced with a deli¬
cate choice if there is a conflict of conscience involved.

Research, information and public discussion should
help to reduce existing differences of opinion, individuals
and authorities taking as far as possible all relevant
circumstances into consideration. Ways of thinking
that were meaningful in former times when mortality
was high may have unforeseen consequences if they
are maintained in a different kind of world.

There is a special reason to mention the Roman
Catholic Church because of its influence in many coun¬
tries and because it is known that here the matter is

up for consideration in a more formal way than is
normally the case. A commission appointed by Pope
Paul VI has studied the various aspects of the problem
and has submitted its conclusions to His Holiness.

However, in an address given on 29th October, 1966,
the Pope said that these conclusions could not be consi¬
dered as final and he thus had to give the matter further
study. This has delayed his answer and will do so for
some time to come.

One can therefore expect new guidance from the
Church. It is to be hoped that this guidance will
make it possible for Catholics to make their contri¬
bution to the necessary slowing down of population
growth without coming into conflict with the Church.

Sometimes certain methods, especially abstinence,
are considered " natural " while others are considered
more " artificial ". These expressions should be used
with great care. There is an inborn, hence " natural "
inclination of all living beings to procreate to such an
extent that they multiply. If multiplication of the
various species of animals and plants is kept within
certain limits, it is because the species compete with one
another, for space and for food. The possibilities
for life on the earth are not unlimited, and therefore

the share of each species is limited by its competition
with other species.

For human beings the possibilities, though great, are
also limited. Therefore, their numbers have to stop

growing and become virtually constant at an appropriate
time. If this is not to be taken care of by high death

rates as in the past, men must learn to keep their pro¬
creation down to a level that does not mean multipli¬

cation. This in fact is against human nature, as hitherto
conceived. Human nature can change, and it probably
will during the centuries to come. The problem now
to be tackled is, however, to reduce the rate of procre¬
ation radically in the course of some decades. This
being so, any course of action will to a certain extent
be felt as " unnatural ", i.e. artificial. In this situation
there can probably be no doubt that exclusive recourse
to one single method will do more harm to human
nature than a more flexible policy, permitting the psy¬
chological and other pressures to be reduced by having
access to a variety of methods. The importance of
education is no less in this field than in others concern¬

ing development. It should be added that in develo¬
ping countries where the standard of education is
frequently still rather low it seems particularly dangerous
to increase the psychological pressure by having recourse
to one single method only.

An increasing number of developing countries are
trying to develop rational and conscientious policies to
enlighten their populations and to help parents who
want to limit the size of their families, but there is often

a shortage of medical and paramedical staff and also
of appropriate equipment. Developed countries can
help in both respects.
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LOWERING

ELECTRIC POWE

PRODUCTION

u
through international

mutual aid agreements

In the electricity supply sector, co-operation between the govern¬
ments of the Member countries of OECD and its predecessor,

OEEC, paved the way for liberalising international exchanges of
electric power, thus enabling the generating plant available in the
countries of Europe to be put to the best use and the cost price of

power to be lowered. The interconnected grid that has already
been built spreads from Scandinavia down to Spain and Sicily.

Today, technical advances call for international co-operation to
lower capital and operating costs and to guarantee reliable product¬
ion. The OECD Energy Committee has been working to encourage

national systems to co-operate through mutual aid agreements.

A new factor affecting the gener¬
ation of electricity has re¬
cently emerged in European
countries, namely the deve¬

lopment of conventional and
nuclear thermal units with ever-

increasing outputs. A few examples
show the reasons for this trend.

In the United Kingdom, it is estima¬
ted that the cost per kilowatt of a
combined unit falls by about 20 per
cent when the size of the generating
unit is doubled, for sets of between

100 and 600 megawatts (from
100,000 to 600,000 kilowatts). In
other words, a 1,000 MW power
station consisting of four 250 MW
sets would cost distinctly more than

a power station consisting of two
500 MW sets.

A similar conclusion has been

reached in the United States ; a

recent study conducted by the Federal
Power Commission has shown that in

a coal-fired power station with two
sets, capital cost per kilowatt could
be lowered by more than 35 per cent
by increasing the output of the sets
from 1 00 to 600 MW.

Following a number of studies.
Electricité de France has opted for
a standard size of 600 MW as the

" technical stage " for the units in its
next development programme.

In Germany, too, studies have
demonstrated the economic benefits

to be gained from using large sets.

On the operating side, particularly
as regards the consumption of fuel
per unit generated and for mainten¬
ance, equally notable advantages are
gained by using larger units (Chart 1 ).

Increased Risk and

Stand-by Capacity

A problem has nonetheless sprung
from this increase in unit outputs,

and the OECD Energy Committee
has studied it for the benefit of the

European Member countries. In or¬
der to make good accidental technical
unavailability of their generating units,
electricity undertakings invariably have
to maintain a certain stand-by

capacity. With the introduction into
the plant of units that are extre¬
mely large compared with the existing
installed power, the stand-by capacity
needed to provide against break¬
down increases faster than the increase

in installed capacity (or, put the other
way about, only yields a meagre
increase in guaranteed capacity).

The higher the disproportion be
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tween the already existing machines
and the new sets, the greater
the necessary stand-by capacity
(Chart 2). The consequent expense
to the undertaking may even be such
as to wipe out the benefit that could

have been gained by increasing the
size of the generating units.

This price increase factor is particu¬
larly heavy for the smaller underta¬

kings. For most European underta¬
kings, the cost of additional stand-by
power has a decisive effect on the

upper limit to the size of the units. A
system for mutual aid in the event of a

breakdown enables the capacity to be
kept in reserve by each undertaking to
be lowered, or conversely, the unit
capacity of new sets to be increas¬

ed, without entailing prohibitive
stand-by capacity costs.

The Energy Committee experts have
pointed out that, from the operating
standpoint, the unit capacity of the
largest generating sets should be no
more than 4 to 6 per cent of the
maximum load of a sufficiently inter¬
connected system. Since several
units may break down at the same

time, the stand-by capacity should be
several times greater than the capac¬
ity of each of the largest units.

The various countries have taken

a series of measures to see that the

necessary and sufficient generating
capacity is available at all times to

meet demand ; among these meas¬
ures, setting up a stand-by capacity
enables the eventualities already men¬
tioned to be faced.

The probabilities of technical inci¬

dents occurring are different for hydro-

power units, conventional thermal

units and nuclear thermal units. The

stand-by capacity that has to be
provided for a complex depends on the
individual probabilities of breakdown
of the units, the magnitude and diver¬
sity of the unit capacities, the number
of interconnected units, and the
margin of safety considered adequate
by the operating concerns. For a
common margin of safety, the stand¬
by capacity to be provided may there¬
fore differ considerably from one
generating complex to the next.

Pooling of Reserves

First and foremost, however, the
stand-by capacity depends on the
plant already in existence, which is
why the Energy Committee recom-

COAL-FIRED STEAM-ELECTRIC PLANTS (Two-Unit)
Performance and Cost Characteristics
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Operating and maintenance cost, excluding fuel,
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THE ADVANTAGES OF MUTUAL ASSISTANCE IN TERMS OF
RESERVE CAPACITY (1)

oL X _L
Total of existing thermal capacity in network

J	I	I	|
5 000 10000 20000 30000 40 000

<100x50MW) (143 x 70 M W) (200x170 M W) (300x100 M W) (400 .100 M W)
,1) Increase in reserve capacity necessary for maintaining a 99 per cent guarantee of production after the addition of a 600 MW group (with
nitial reliability of 80 per cent) to networks with different total installed thermal capacities and having an average reliability of 90 per cent for

mends the European Member coun¬

tries to form stand-by capacity
" pools ". If each country or each
undertaking determines its stand-by
capacity in relation to the number and

capacity of its generating units alone,
the percentage of stand-by capacity
required will be several times greater
than that relevant to the mean failure

probability of the sets, and the sum

of the stand-by capacities of the
countries or concerns of OECD conti¬

nental Europe will be much higher
than the technical reserve required for
an interconnected whole of the same
size.

If the stand-by capacity is worked
out for the OECD European countries
as a whole, therefore, it will correspond
to the mean failure probability of the
sets, and the capacity of the largest
sets envisaged for the coming years
will then be no more than 1 per cent of
the capacity of all these many sets
running in parallel.

Already today, the European coun¬
tries involved have set up a short-term
emergency aid system (covering per¬
iods of a few hours or at the most

a few days) without having to place it

on an official footing and make it
into a veritable aid plan. Intercon¬
nection of the national grids for this
purpose is already well ahead. The
UCPTE (1), which was more or less
brought into being by OEEC, blazed
the trail in this field. Other regional
groups such as SUDEL, NORDEL and

the UFIPTE(1 ) also effectively encour¬
aged exchanges of energy and co¬
ordinated operation of adjacent sys¬
tems.

In the event of a protracted call
for emergency aid, this form of help is
unsuitable. It would lead to deple¬
tion of the seasonal storage volumes
built up by the hydro-power stations,
would require outdated sets to be
reintroduced into service or would

offset prearranged maintenance pro¬
grammes. The eventuality of stand¬
by supplies of a few hundred MW

covering a period from a few days
to a few months hence goes to show
how useful it would be to draw up
prior agreements.

The measures for aid advocated by
the Energy Committee comprise sup¬
plies of substitute power contingent
upon protracted non-availability due

to technical failure of specific thermal
generating sets. They substitute for
the possession of stand-by units,
the right to demand a specific supply
of power. So as not to call into

question the whole principle of stand¬
by capacity, the agreements will stipu¬
late an obligation to supply only in the
event of unrelated contingencies.
Such conditions apply to technical
breakdowns but not to power
needs subject to such regularly
occurring influences as drought, cold
spells or decisions at the consumer

end. In contrast to the usual terms

for insurance contracts, the insured
party pays for services received.

Possible Forms
of Insurance

From the standpoint of the inter¬
connected output of OECD Europe

(1 ) UCPTE : Union pour la Coordination
de la Production et du Transport de
l'Electricité ;

SUDEL : Sud-Electricité ;

NORDEL : Nordisk Elektrisitetsunion ;
UFIPTE : Union Franco-Ibérique pour
la Production et le Transport d'Electri¬
cité.
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French-UK link: this transformer at Echingen, France converts alternating current into direct
so that it can be transmitted to the U.K. by undetwater cable. D.C. coming by cable from

Britain is converted back to A.C.

as a whole, the necessary and suffi¬
cient conditions to make good power

shortages arising from breakdowns
is to establish a total stand-by capaci¬

ty related to the overall power gene¬
rated.

From the standpoint of individual
countries or undertakings, there are

several possible solutions. They can
in fact :

merely maintain an independent
stand-by capacity proportional to
their share of the generating facilities
as a whole ;

reduce risk through shared owner¬

ship of large units ;

shed certain risks on to another
undertaking possessing surplus stand¬
by capacity, against payment of an
insurance premium ;

pool the risks inherent in large

generating units with another under¬
taking, while preserving full individual
ownership.

The last of these solutions, which

is the one advocated by the Committee,
offers a wealth of possibilities. The
mutual contract providing the most
equivalent services would be one
by which two or more concerns
would share the risk of outage of a
certain number of units through a

joint commitment to replace the out¬
put of the units lacking, with each
party supplying a relief power related
to its insured capacity. This would
amount to having each concern

pooling to the stand-by capacity a
number of insured units proportional
to its own insured capacity.

The mutual aid contracts could be

multilateral, which would bring with
it the advantage of more widely spread
insurance and reduction in the neces

sary stand-by capacity, whilst at the
same time increasing the usable period
of the stand-by capacity. These mul¬
tilateral agreements could consist of
one or several stages. The first
stage could involve mutual aid agree¬
ments at regional level. These region¬
al groups would subsequently re¬
insure among themselves through a
multilateral agreement at OECD conti¬
nental Europe level.

However, while setting up a mutual
aid system through multilateral agree¬
ments can be contemplated right

away, such agreements would only
become practice in the long run ; and
in the near future, agreements will
in all probability be bilateral. There
appears to be no legal, administrative
or fiscal objection at national level to
the conclusion or instrumentation of

such agreements.

In countries where the power sup¬

ply system has been nationalised, mu¬
tual aid already works perfectly on
nationwide scale. The same also
holds when the electricity supply

companies in the same country have
come to agreement to help one an¬
other. Such agreements exist in Bel¬
gium, Denmark, Spain and the Nether¬
lands, in particular, though they are
not restricted merely to relief in the
event of a breakdown. As a corolla¬

ry, they foster conditions favouring
the broadening of mutual aid to
international level.

With respect to large thermal gener¬
ating units, a national framework is
often not enough. Mutual aid agree¬
ments and other similar mutual aid
measures involving such units are,
as emphasised by the Energy Commit¬
tee experts, an international matter.
A survey conducted when reviewing
long-term power exchanges has
shown that national frontiers are no

major hindrance to exchanges be¬
tween undertakings in different coun¬
tries, even though the relevant legisla¬
tion varies considerably from country

to country.

All this goes to explain why the
OECD Council recently recommended
the European Member countries :

to foster the signing of mutual aid
agreements for large thermal units
in the various countries ;

to undertake not to hinder the

implementation of the services pur¬
suant to such contracts ;

to undertake to waive all duties

levied on imports and exports liable
to hinder power exchanges covered by
these contracts.
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MANPOWER POLICY
AND EUROPEAN

UNEMPLOYMENT

by
Gosta Rehn,

OECD Director for

Manpower and Social
Affairs

This article is partly based
upon an enquiry into the
implementation ofthe Coun¬
cil Recommendation on an

Active Manpower Policy
(1964) undertaken this year
by OECD's Manpower and
Social Affairs Committee.
As the reports are restricted,
only material already pu¬
blished in the respective
countries is utilised here.

Judgements and opinions are
those of tbe author and do
not commit OECD. The text
was prepared prior to the
devaluation of the pound
sterling.

From the very low levels previously prevailing in Europe, unem¬
ployment started to increase in 1966. The increase continued
in the first half of 1967, the average probably approaching

; hree per cent of the labour force. During recent months, the rise has
tapered off, and the present outlook indicates the possibility of a turn
for the better in 1968. . . ,

The temporary slackening of economic expansion was mainly the
result of actions to reduce inflationary pressures in a number of countries
The need for these actions will not be discussed in this article, which
will be limited to the labour market aspects (1). We are concerned
with the use of manpower policy in promoting economic stability so as
to avoid as heavy costs in terms of employment and production as have
been incurred on this occasion. We shall also survey the steps taken
for this purpose in a few European countries which have had particularly
marked increases in unemployment.

It is important to realise that unemployment figures greatly under¬
rate the actual reduction in the volume of employment. In general the
increase in unemployment has only been of the order ol one or, at the
most two per cent of the labour force in relation to earlier low points.
The reduction of employment seems in general to have been two or even
three times as much. ___._ ,

There are various explanations for this phenomenon. With the reduc¬
ed demand for labour, a number of people simply abstain from trying to
set a iob because they find it discouraging : housewives, workers Hear¬
ing retirement age, students and other youngsters who are on the verge
of starting work, and persons with various handicaps. Foreign workers
from the poorer countries who found work in Western Europe during the
boom have returned home, thereby adding to unemployment in their
home countries usually not statistically registered. An involuntary
reduction in the hours of work adds another dimension to the reduction
in employment. , , .

It seems evident that one explanation of last year s developments in
the labour market is that, because of the circumstances just mentioned
governments and public opinion tended to under-rate the seriousness ol
the employment situation. To begin with the deterioration was often
regarded as an improvement of the balance in the labour market, an
unavoidable concomitant to normalising an over-heated economy. By
the time its full extent had become evident, the trend was difficult to
reverse in a short time. This is one of the important observations to
which last year's experience gives rise. It indicates, as one practical
proposal, that the degree of information about foreseeable trends in
employment should be improved. (continued on page 16)

(I) Current problems of general economic policy are presented in Main
Points from the OECD Economic Outlook, December 1967, page 19.
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Even if part of current unemployment in Europe
is a result of policies which, with the wisdom of
hindsight, can be regarded as simple mistakes in
the management of total monetary demand a
braking that was too strong and kept on for too
long - some more fundamental conclusions can
also be drawn.

It has again been demonstrated with great clar¬
ity that the three basic goals - - full employment,
price stability, maximum growth rate cannot be
reconciled with the help of only those instruments
which act on the general level of demand in a coun¬
try's economy, i.e. changes in the overall budgetary
balance, the availability and price of credit, etc.

A general fiscal-monetary restraint, applied
because of over-heating in the most rapidly expand¬
ing areas, tends to hit particularly hard in areas where
industry finds it difficult to maintain a desirable
level of employment even during a boom. (The
expression "area" is used here and elsewhere in its
widest sense, to cover not only geographical areas,
but also industrial branches, occupational categories,
etc.) All countries have structural problems of
this kind; now they have been highlighted by the
general deterioration in the rate of growth, which
followed the measures of stabilisation.

To some extent these consequences were foreseen
and counter-measures taken. On the whole, how¬
ever and this is the most important generalisation
that can be made about the recent experience 	
governments were not very well prepared for the
application of selective measures differentiating be¬
tween areas where a dampening of excess demand
was required and those still in need of stimulus. Nor
were they prepared to facilitate or stimulate a whole¬
sale reallocation of resources from areas which should
decline to those where an expansion was particular¬
ly desirable, e.g. export or domestic growth industries.

In a situation like the recent one, it would be use¬
ful to have at hand such selective instruments in
addition to the general fiscal and monetary ones and
to have them tailored to fit different developments in
different parts of a country's economy.

To the extent that these selective measures are
concerned with the labour market, we may call them
instruments of manpower policy. An OECD Recom¬
mendation of 1964 asked Member governments to
develop an "active manpower policy" so as to
increase their ability to solve the employment prob¬
lems they inevitably will meet. The validity of
this recommendation has been amply demonstrated
by recent European experience.

This does not mean that such demonstration has
been lacking hitherto. Many countries have repeat¬
edly found themselves in an acute dilemma between
unemployment and inflation (with or without imme¬
diate consequences for their balance of payments as
a threat to future employment). Confrontation with
such problems has undoubtedly contributed to the
progress of manpower policy which has been evi¬
dent during the last few years. This is the case not
only in Europe, but also in the North American
countries, where a long period of unemployment,
combined with balance of payments disequilibria and
marked structural imbalances, have inspired a large

number of experiments in the manpower field, along
with overall demand management.

It should, of course, not be forgotten that most
of the policies that could be mentioned in this con¬
text can be advocated as contributions to long-term
economic growth irrespective of the conjunctural
setting or even of their overall effect on employment.
Retraining to help workers move to occupations
which are in higher demand, or which imply more
skills than their earlier trade, can directly increase
the level of productivity. The same holds for mea¬
sures to support desirable geographical mobility or
to provide better labour market information through
an improved Employment Service. Activities which
help handicapped persons take on productive employ¬
ment can be justified on both social and economic
grounds, independently of the phase of the business
cycle. The same can often be said about programmes
for regional development.

Rut in practice, at least hitherto, it seems that it
is primarily the shock of high or increased unemploy¬
ment that can inspire a government to start off on
a path towards an active manpower policy. The
best examples we have of relatively well developed
manpower programmes - - Canada and Sweden

are clearly cases in point. Programmes which were

A class in computer programming being given at the British Tabula
college at Bradenham,
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started or strongly reinforced in these countries in
a period when unemployment had increased have
shown their usefulness and therefore been further
developed in both boom and recession.

We must hope that the current widespread in¬
crease of unemployment will perform a similar func¬
tion on the broadest possible scale. In other words,
we must hope that the immediate need to do some¬
thing about unemployment will lead to the creation
of instruments which, when higher employment levels
have again been reached, can help to maintain this
higher " employment without new inflationary
disturbances.

Several governments have recently been very
explicit in their declarations about the need for more
deliberate intervention in the labour market in
order to solve the problem of balancing the economy
at high employment levels. Reforms to that effect
have also been enacted or prepared.

It is evident, however, that these new or reinfor¬
ced measures can only to a limited extent make an
immediate contribution to solving today's unemploy¬
ment problems. To mobilise and properly organise
the necessary resources takes considerable time and
cannot be done at the very moment when an acute
need becomes manifest. If such instruments are to

have any appreciable influence on the short-term
adjustment between supply and demand, they must
exist as a permanent feature of economic policy making.

For example, while adult training programmes in
most countries are very limited in scope, the number
of places is approaching one per cent of the labour
force in Canada and Sweden. With this magnitude
it appears relatively practicable to let the system
absorb a good part of one per cent of the labour force
in a few months' time - - through prolongation of
attendance, enlargement of classes and new courses

if the administrative apparatus is trimmed for such
a task. In the opposite situation (an expansion with
inflationary tendencies), the system could release a
similar number of workers, by temporarily reducing
intake and by encouraging them to drop out of courses
early and to take jobs with employers having a labour
shortage. Aside from any benefits to the economy
in the form of an increase of skills as such, variations
of this sort can make a far from negligible contri¬
bution to maintaining economic balance in the face
of inflationary or deflationary shocks. In actual
practice both Sweden and Canada have found their
adult retraining schemes so valuable for both short-
and long-term purposes, that they continue to
expand them rapidly.

ting Machine Company's residential
Buckinghamshire, U.K. EMPLOYMENT TRENDS IN THE

LEADING COUNTRIES

The recent experiences of Germany,
the United Kingdom and France provide
the key to developments in the rest of Eu¬
rope : what is done or not done in
these countries is decisive for the smaller
countries. All three have shifted Ger¬

many and the UK rapidly and France more
gradually from a situation regarded as
one of full employment to one in which the
rate of growth slowed down or was tempo¬
rarily reversed and visible unemployment
grew to something between 2 and 3 per
cent. This is still lower than the 4 per cent

reported from the other side of the Atlantic,
but the statistics probably exaggerate the
difference (1).

The change was most marked in Germany
where full employment had finally been attain¬
ed earlier in the '60's for the first time since

In 1964-1965 the unemployment

extremely low, about one half
of the employees covered by

Mainly as a result of credit
restraint in 1966, provoked by a negative
balance of payments and fears of continued
cost increases, unemployment increased by
380,000 between April 1966 and April
1 967, to a level of over half a million. Since
then, with relatively limited variations,
seasonally adjusted unemployment has been
around 2 % per cent of the insured popu¬
lation.

The reduction in employment was consi
derably larger -- one million persons
nearly four per

the war.

rate was

per cent
insurance.

one million

cent of the labour

or

force.

(Sample surveys by the Central Statistical
Office, April 1966 and 1967.) Of these,
about a quarter of a million were foreign
workers who left the country. Thus it
seems that another 400,000 had simply

disappeared from the labour market. Work¬
ing hours were reduced by one or two
per cent so that the total volume of em¬
ployment seems to have been reduced by
some 5 per cent. The exodus of foreign
workers has continued since April and now
seems to have taken 350,000 workers off
the German labour market.

In the United Kingdom, although the
economy had hit the full employment
ceiling and recoiled several times
during the post-war period, the unemploy¬
ment rate was not as low as that of Germany.
In 1964 it was 1 ]/2 per cent, and it re¬
mained at that level until 1966 despite
deflationary measures taken in the interim.
This was probably because of a certain
hoarding of workers on the part of employers.
But after the additional squeeze in July 1 966,
the deflation really began to bite, and the
effects on employment came rapidly. Sea¬
sonally adjusted, the unemployment figures
have been around 2 y2 per cent of the
insured population since the spring of 1967.

Preliminary statistics for June 1967,
when the 12-month increase of unemploy-

(1) The intention here is not to make precise compa¬
risons between unemployment levels in the diffe¬
rent countries. The figures given utilise the
different national statistics without correction.
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ment was 220,000, indicate a reduction of
employment well above half a million
workers, or over two per cent of the total
labour force. Changes in international
migration are unimportant in this case.
The reduction in hours of work was over
one per cent (in manufacturing industries).

As for France, the statistics are less
complete, but according to the calculation
that is commonly used (nearly doubling the
number of unemployed registered at the
employment service), it seems that France
was in an intermediary position between
Germany and the UK in 1964. There has
been a slow increase in unemployment
since 1963 connected with a cautious
stabilisation policy and an increase in the

active population. The rise in unemploy¬
ment has become more rapid in 1967 when
both internal and international factors are
provoking a large number of industrial

mergers and shutdowns. Now unemploy¬
ment in France seems to be at a level similar
to that in Germany and the UK. Here, as
well, the increase in unemployment only
shows part of the repercussion on total
employment.

In all three countries there has been a
certain shift to a more expansionary policy
and on the whole the outlook for 1968
indicates a return to a normal rate of growth,
but a relatively limited improvement if
any as far as unemployment is concerned.

RECENT MANPOWER POLICIES

Germany

The economic setback has highlighted
the structural problems that Germany will
have to cope with for some time to come;
an exodus of workers from such declining
industries as coal, steel, textiles, railways
and perhaps residential construction will be
necessary. Together with other factors this

has led to a very uneven geographical
incidence of unemployment. When the
average was only half a percent regional
differences were extremely small, but in
August 1967 (the best season from the
point of view of employment) the figure
varied markedly from one Land to another,
ranging from 0.5 to 2.5 per cent. Of course,'
much higher figures were registered for
some smaller areas. Together with the
sudden trebling of the overall unemployment
figure these circumstances apparently have
contributed to a very clear change in attitudes
to labour market problems. One sign is the
introduction of an Eventualbudget or contin¬
gency budget hitherto foreign to German
fiscal policy principles which provides
for selective expansion of public investment
to counteract unemployment. The 8 billion
DM appropriated under this title should
directly create a considerable number
of new jobs, but the expenditure
may be more or less neutralised by increased
austerity in other parts of the budget. The
selective effect (however limited) will benefit
labour-surplus areas and hence will be a
positive element from the labour market
point of view.

Parallel to the Eventualbudget a number
of reforms were introduced into the unem¬
ployment insurance and vocational training
systems. Unemployment benefits were in¬
creased and insurance coverage was broaden¬
ed to include the higher income groups
which previously had been excluded. Va¬
rious schemes for retraining adults (parti¬
cularly the unemployed) were consolidated
under the Federal Institute for Placement
and Unemployment Insurance (BAVAV).
Trainees now receive 75 - 90 per cent of

heir ordinary income more than under
earlier retraining programmes which were
mainly directed to redundant coal-miners and
a few other groups. These reforms were
obviously speeded up by the unemployment
situation.

More comprehensive legislation, a new
Government Bill on Labour Promotion
(Arbeitsfôrderungsgesetz) was presented to
Parliament in October 1967, to be brought
into force at the beginning of 1969. It
would expand the duties and authorities of
the BAVAV and provide for improvements in
practically all aspects of manpower policy :

Intensified labour market research and
forecasting to serve as a guide for vocational
counselling and training, local job creation
schemes and geographical mobility.

Greater access to industrial (re-) training
for workers of all age levels, including those
who have a job but are willing to switch
over to labour-shortage occupations.

Financial and administrative support for
the establishment of local training facilities
by groups of employers (apparently a
cautious application of the more far-reaching
new British industrial training system).

More efficient stimuli to winter building
(and not only payment for time lost because
of bad weather) but also more generous
unemployment benefits during all sorts of
temporary lay-offs.

Special relief works for persons difficult to
place in ordinary production.

Greater utilisation of capital accumulated
under the unemployment insurance system
to prevent unemployment by supporting
economic expansion in problem areas.

Aside from this Bill a reform of the basic
vocational training system for the young is
in preparation. The rather rigid appren¬
ticeship system, based on the idea of craft
specialisation at an early stage, is ripe for
change into a system that provides greater
versatility so that young people will be
prepared for frequent changes in job content.
Pioneering experiments in this spirit are
being carried out both in big private com¬
panies and under public sponsorship.

In introducing the above mentioned Bill
the Government declared that in future full
employment must be secured by greater
activity in the manpower field. This decla¬
ration, as well as the Bill itself, may be seen
as a sign of a realisation that a return to full
employment, with greater stability than
before, means parallel activities to eliminate
inflationary bottlenecks and labour surpluses

and that this is a permanent task.

Germany has now passed through the
same sequence of experiences with the
full-employment problem as a number
of other countries : reliance on wage diffe¬
rentials to re-allocate labour to the expansive
areas in a tight labour market led to an
inflationary bidding-up of wages which no
exhortations to employers and trade unions
could stop; the use of general deflation to
combat the overstrain meant unemployment in
broad areas despite the fact that a great part
of the reduction in employment could be
exported. Apparently the German Go¬
vernment have drawn the conclusion that
a stronger apparatus for direct stimuli of the
readjustment process is a precondition for
solving this dilemma.

The volume of the efforts hitherto
undertaken or planned is, however, very
limited. (Although the number of parti¬
cipants in adult retraining, for example,
has been doubled this year, it is still only
a few thousand). But the explicit procla¬
mation of the principle that full employment
should to an increasing extent be based on
active manpower policies must be registered
as a positive feature.

The United Kingdom
The repeated swings between periods of

deflationary " stop " and inflationary " go "
had clearly demonstrated the need to create
jobs in the areas of above-average unem¬
ployment and to provide a better supply of
skilled personnel to the expansive sectors
of British industry. The large increases in
unemployment that took place in labour
surplus areas during periods of " stop "
were of little help in braking inflationary
tendencies which had their origin in quite
different parts of the country. On the
other hand, during each period of expansion
the shortage of skilled and, to a lesser
extent, semi-skilled, labour contributed to
the inflationary process long before the
unemployment areas had been brought up
to full employment.

In the form given to the initial reduction
of demand the British restraint policy aimed
at selectivity as concerns the demand for
labour. Thus the Selective Employment Tax
(introduced 1966) was designed to discri¬
minate between services (to be restrained
through the full effect of the tax, 25 shillings
per week per adult male worker) and manu¬
facturing industries (to be stimulated by a
premium 7 % shillings higher than the tax (l)

1) These 7!_ shillings are being abolished because
of the devaluation.

continued on page 31
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The December issue ofthe OECD (<Economic Outlook" discusses the economic prospects after ti
{evaluation of sterling.

"The devaluation ol sterling on 18th November (14.3 per cent) was followed, among OEC1
mntries, by Denmark (7.9 percent), Ireland (14.3 percent), Spain (16.7 percent) and Icelam

(24.6 per cent). The United Kingdom accounts tor 8 per cent of world trade; other devaluing
OECD countries for 4 per cent (and other countries outside the OECD area which als<
devalued in the latter part of November account tor a further 4 per cent)".

The devaluation of sterling

"The United Kingdom took the decision to devalue after running deficits on current accoun
uring six of the last eight years - to which, till recent years, was added a substantial outflow

of long-term capital. The Government had sought, since 1964, to correct the imbalance b]
reducing demand pressures, by attempting to restrain prices and incomes more effectively
than in competing countries, and by measures to improve productivity and the structure
the economy. It was realised that such policies would take time to become effective and that»
in the interval, external assistance would be required. It became progressively clear that the
delay and sacrifice would be considerable. After the severe measures of 1966, the balance o
payments was slow to respond. By the early summer it was apparent that the restraint of demam
would push unemployment above the level regarded as tolerable". (continued on page 20)



" What is important for the immediate future is

that the United Kingdom authorities should ensure

that a sufficient margin of unused resources exists to

enable exports to expand significantly. While deva¬
luation has shifted the external constraint on expansion,

the internal constraint remains ; and it may be necessary

to restrict expansion to a rate not very much in excess

of the 3 per cent a year at which productive capacity
is estimated to be growing. "

" Devaluation has given United Kingdom manufac¬
turers a net cost advantage of the order of 10 per cent.

On any normal assumption about the response of trade
to cost and price changes, the benefit to the trade account
should be substantial, and could, over time, even

exceed the Government's target of an improvement of
£500 million or $1.2 billion. "

The OECD " Economic Outlook "points out, however,

that " the situation contains dangers for the United
Kingdom, as well as opportunities. The improvement

in the current balance might well absorb 2 per cent of
GDP over the next twelve months as compared with

the normal rate of capacity increase estimated at about
3 per cent. Unless domestic demand is severely re¬
strained, overheating could develop, pushing up incomes

and prices and soon cancelling out the competitive

advantage obtained by devaluation. Since public expen¬
diture and fixed investment both seem likely to rise,

there will be very little room for any increase of pri¬
vate consumption. It is widely agreed that the restrict¬
ive measures taken along with devaluation in November
will need to be followed, by the time of the budget, by
substantial further measures of restraint if this purpose
is to be achieved. "

" The devaluations in Ireland, Denmark and Spain

are also being accompanied by certain measures
of restriction. "

Effects on Other Countries

" Successful devaluation in the United Kingdom and
elsewhere will affect the demand situation and the

current balance of payments of the countries which
have not devalued. The depressive effect on demand
of the British devaluation can be measured by the

shift in real resources which occurs in the United King¬

dom. As noted above, this could be of the order of

2 per cent of the United Kingdom GDP over the next
twelve months, and, if the devaluation were fully

successful, could rise to something like $2.5 billion by

the middle of 1969. In quantitative terms, this is only

a very small fraction of the combined GDP of other
OECD countries, which amounted to $1,270 billion

in 1966, and still small in relation to the expected

increase in 1968. But the effects would be unevenly

spread and would be not negligible for some countries. "

" As a rough rule of thumb, the volume of exports

of other countries exporting mainly manufactured

goods might be reduced by 1 - 1 y2 per cent below the
level which would otherwise have prevailed. The exact

amount would vary from country to country according

to the importance of its markets in the United Kingdom,
and the extent to which, elsewhere, it competes in the

same markets and same product lines as the United

Kingdom. This could clearly have a considerable
impact on overall demand in countries such as Norway

and the Netherlands, where exports of goods and ser¬

vices account for 40-50 per cent of GDP; but would

have virtually no impact on the United States, where

the corresponding ratio is only 5 % Per cent- "
"In a number of the smaller industrialised coun¬

tries in Europe, particularly Norway, Sweden and the
Netherlands, compensatory expansionary action may,

therefore, be called for, if a swing in the United King¬

dom's balance of the order envisaged begins to appear.

For Germany and France, the position is less clear-cut.

Although in both countries there has been some pick-up
in domestic demand in recent months, there are cer¬

tain doubts whether faster expansion will be sustained

through 1968. The direct effects of the devaluations
would be small. But there might be an indirect adverse

impact on business confidence from the unsettled state
of international exchange and financial markets; and
if this became apparent, present fiscal plans might
need to be reassessed. "

Balance of Payments

" The balance of payments pattern among OECD

countries will clearly be substantially affected by the
devaluations. But the current balances of the non-

devaluing countries will be less affected than are their
internal levels of demand, because the devaluations will

improve their terms of trade. Thus the effect of the
British devaluation the predominant element might

be to worsen other countries' current balances by about

$ 1 % to 1 Y2 billion over the next eighteen months."

" A sum of this magnitude, spread between the
other OECD industrialised countries, would not itself

present serious problems. But the incidence is likely
to be somewhat uneven; and, in addition, there may

be a considerable impact on international capital
movements. First, there should be a reflux of the

massive outflow of highly volatile funds from London

in the months preceding devaluation. Looking fur¬

ther ahead, there should be a progressive strengthening
of confidence in sterling which eventually could have a

pervasive effect on other types of capital movements,
in particular direct investment. Taking current and

capital transactions together, the devaluation could
in time substantially reduce other countries' overall
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surpluses; and could push some countries, at least
temporarily, into deficit. If this happened, and if
it led many governments to cut back domestic demand
to protect their balance of payments, this might be a
clear sign perhaps the first of a generalised short¬
age of world reserves. "

Monetary Consequences
" Before the devaluation, the monetary authorities in

the United Kingdom were faced with relatively weak
domestic demand, but had to resist the pull of rising
interest rates in the United States because of the fragile

balance of payments. The situation has now radically
changed. Monetary restraint is needed to support
fiscal policy in keeping the growth of domestic demand
within the narrow limits required ; and the maintenance

of fairly high interest rates will help to build up confi¬
dence in the new exchange rate. The authorities will,
no doubt, wish to ' neutralise ' so far as possible, the

internal monetary effects of the substantial capital

inflows which may now take place, so as to maintain a
tight grip on domestic liquidity creation and prevent

too rapid a decline of rates. "

" Thus the United Kingdom, like the United States,

is now a country where relatively high interest rates

appear appropriate for both domestic and external
reasons. The same considerations in reverse point to

the need, in most other countries in Europe, to keep

interest rates low and, notably in the case of long-term

rates, to continue efforts to bring them down further.

Such an international pattern of interest rates would

also seem appropriate from the point of view of main¬
taining confidence in the international monetary sys¬
tem. This, inevitably, was disturbed by the devalua¬

tion of sterling. But granted appropriate policies, a

major element of international monetary instability
should have been removed as a result of the deva¬

luation. "

The OECD " Economic Outlook " explains that the

business situation and outlook for OECD countries as a

1. REAL OUTPUT AND DOMESTIC DEMAND

(percentage changes at annual rates. Estimates and forecasts)

Country or group of
countries

Weight
in rh\

1966^

From previous year From previous half-year(a)
(seasonally adjusted)

1966 1967 1968 1966

II

1967

I

1967

II

United States GNP

DD

52.2 5.8

6.2

2 A
* 2

2 4
* 2

4 1H 2
4 1H 2

3.3

3.8

1.4

1.4

4

4

Canada GNP

DD

3.7 5.9

6.7

2 1
* 2

2

4

4 1** 2

0.8

3.0

3.1

0.1

3 1

5

France GDP

DD

7.0 4.9

5.5

3 ^° 4
4

4 1H 2
4 1H 2

3.9

5.7

3.6

3.0

3 3.° 4
4

Germany GDP
DD

8.3 2.4

1.0

1

3

3 1° 4
3

0.8

2.9

3.4

6.0

3

3

Italy GDP
DD

4.3 5.4

5.5

6*
61

5

6

5.5

6.3

6.0

6.1

5

61

United Kingdom GDP
DD

7.2 1.6

1.4

1 A1 2
2

3

1 11 2

1

1 i1 2

1 l1 2
3 l° 2

2

2

Other Europe GDP 10.6 2.9 2| 2 1
* 2

2.8 2.7 2 a
* 4

Japan GNP
DD

6.7 9.7

9.1

121

14

9

9

12.3

13.1

12.4

14.8

11

12

Total OECD GDP = DD<C>

of which :

100.0 5.1 3 4 1^ 2 3.5 2.3 4

OECD excl. USA GDP 47.8 4.3 3_ 4_ 3.8 3.3 4

OECD Europe GDP 37.4 3.2 2 3_ 2.5 1.7 3

EEC GDP 22.4 3.8 2 A 4 2.9 1.4 1 IO 2

GDP = Gross Domestic Product. GNP Gross National Product. DD = Domestic Demand (including stock changes),
(a) The figures for half years are the seasonally adjusted change from the immediately preceding half (e.g. 1967 I over 1966 II) expressed
at a compound annual rate (e.g. an actual increase by 3 per cent between the two half years corresponds to a 6.1 per cent increase at annual
rates), (b) Member countries' GDP for 1966 converted into dollars at current rates of exchange, (c) A/though the current balance surplus
of the OECD area with the rest of the world increased significantly in the second half of 1966 and again in the first half of 1967 (following a
deterioration in the previous period), these changes are too small to modify the rate of increase of output in the OECD area as a whole. Conse¬
quently, the weighted average of the rates of change of domestic demand in the individual OECD countries is about equal to that of their
aggregate GDP.
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whole had been showing clear signs of improvement
prior to the devaluation.

The Current Situation

" The stagnation of OECD industrial output came
to an end in the summer of 1967. After a setback of

barely half a year, industrial production in the United

States resumed its expansion in July and, discounting
the temporary setback caused by the automobile strike,
the underlying trend has remained upwards. Another

turning-point took place in Germany in the early
summer, following a sharp decline which had lasted

about a year. The trend in the United Kingdom before

the devaluation was not very clear but here again it
seems to have become stronger since the summer.

There has been a gradual pick-up in Canada, and in
Japan the strong upward trend has continued. In

France industrial output ceased to decline in the sum¬

mer and there has been some increase since. In Italy
the strong expansion may have weakened somewhat.

Partly on account of the continued stagnation in the
smaller countries, the rate of industrial expansion
seems to be somewhat slower in Europe than in the
rest of the OECD area. "

" In national accounting terms, the present picture

of output and demand in the second half of 1967 (see
Table 1) does not differ significantly from that suggested
in the first issue of the Economic Outlook (1). For
the OECD as a whole, the annual rate of growth in
GDP was probably around 4 per cent, after a rise of

only 2 per cent in the first half year. The year-to-year
growth between 1966 and 1967 may have been about
3 per cent, with the value of imports increasing by
about 5 per cent. These rates are close to those regis¬
tered in 1961 but are well above those of 1958, the last
world recession. "

" Unemployment in Europe rose from 2 per cent in
mid-1966 to about 3 per cent in mid-1967. It seemed
to level off after the early summer, with some decline

in Germany (and probably Italy), virtual stability in
the United Kingdom and the smaller industrialised
countries, and a slower rise in France. In the United

States the unemployment rate remained below 4 per
cent until August, but increased significantly in Septem¬
ber and October. "

According to the OECD "Economic Outlook ", the

sterling devaluation is unlikely to have any sudden
marked deflationary impact on OECD demand and

output. But since it occurred in the early phase of
recovery, there must be some risk of disproportionate

(1) See OECD OBSERVER, June 1967, p. 20.

A. OECD INDUSTRIAL PRODUCTION AND IMPORTS
IN THE 1966-67, 1960-61 AND 1957-58 CYCLES

(3-month moving average, monthly index numbers, mid-point of the extremes of each period =100)
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INDUSTRIAL PRODUCTION
(volume, excluding construction)

July 1 966 - September 1 967 -

April 1960 -June 1961

July 1957 - September 1958

I i i i	i	i	i	i	i i i i i

106 106

- 98 98

IMPORTS

(value, including OECD trade)

July 1966 - September 1967

July 1957 - September 1958
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B. UNEMPLOYMENT

IN SELECTED WESTERN
EUROPEAN COUNTRIES

Adjusted for seasonal variations Semi-logarithmic scale
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psychological repercussions on business conditions,
particularly in Continental Europe. Consequently, it
will be more than ever necessary for the countries
concerned to follow developments very closely and to
review, where necessary, their fiscal plans for 1968. "

The Outloo^for iq68

" The recovery should gain momentum during 1968,
when the OECD area is expected to achieve a year-to-

year rate of growth of 4 to 4 V2 per cent. This would
reflect a faster expansion of domestic demand in Japan
(9 per cent) and North America (4 % per cent) than in
Western Europe (3 % per cent). Within Western
Europe a considerable narrowing in the spread of rates
of growth can be expected for 1968 on the assumption
that expansion gains momentum in Germany, France
and some of the smaller industrialised countries, with
a somewhat faster rate of growth in the United King¬
dom, but some deceleration of the strong trend in Italy.
Following the devaluation, the growth of domestic
demand in the United Kingdom will need to be kept

within narrow limits; elsewhere in Europe domestic
demand should be more buoyant, but less so than seems

likely in North America and Japan. "

" The resumption of more normal rates of growth
in the OECD area appears to be largely a consequence
of a quicker rise in private consumption, government
investment, housing and inventory accumulation. By
contrast, after the virtual stagnation in 1967, only a
slight acceleration of productive investment can be
expected in the OECD area as a whole, as the margin
of unused capacities is likely to remain quite substantial
in a number of major countries. "

" Strong expansion in the United States in the first
half of 1968 could sustain world demand during a deli¬

cate transitional period. But such a development,
which could well result from delay in the implementa¬
tion of the Administration's fiscal proposals and/or a

renewed upsurge of defence expenditure, would jeopar¬
dise price stability and weaken the balance of payments.
Subsequent measures to alleviate such tensions could
eventually lead to a more serious contraction of domestic
demand than that experienced in early 1967 and this
would have considerable international repercussions. "

Trade and Current Invisibles

" The resumption of the growth of OECD imports
appears only to have followed that of output after a
time-lag of several months partly because of the closure
of the Suez Canal and, more recently, the strikes in the
United Kingdom. There are prospects for the resump¬
tion of more normal growth of imports from around
the beginning of 1968 but a faster expansion of OECD
exports may not be resumed until about the second half
of 1968, largely because of poor demand prospects
from the rest of the world. Weaker demand by the
OECD countries in 1967 for the exports of the primary

producing countries will continue to depress the latter's
demand for OECD countries' exports. "

A more detailed analysis of recent trade developments
includes an assessment of the OECD area's trade with
various groups of third countries and of the latter's
reserve position with special reference to South East
Asia. It also gives a statistical analysis of the rela¬
tionship between relative demand pressures in the various
OECD countries and changes in their trade balances
both within the OECD area and with third countries.

Forecasts for the various countries' trade balances for
1968 suggest " a decline in the trade surplus of the
United States by around $ % billion. There might
be a similar fall in the EEC's surplus (largely on account

of Italy), and a deterioration of perhaps £ 0.3 billion
for the other OECD countries in Northern Europe,

taken together. " With the exception of the United
Kingdom (where an improvement of perhaps $ % bil-
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C. PRODUCTIVE INVESTMENT IN SELECTED OECD COUNTRIES, 1960-70
Projections, Estimates, and forecasts, (Index numbers, 1960 = 100)

ITALY
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» Trend projected for 1960-70

_____________ Actual 1960-66

»__ Forecasts 1967-68

Productive investments is composed of enterprise investment, includinq
government enterprises and excluding residential construction.

The trend line productive investment is an average of the actual rate of
change from 1960 to 1965, and the projections made by governments or
,__/?!_, Secretariat for the 1965-70 period in Economic Growth,
I30U-J0. A mid-decade review ol prospects "
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2. FOREIGN TRADE OF THE

OECD AREA*

Values, Percentage change
Estimates and forecast

1966

S

billion

From

previous year

From

previous half-year
Seasonally adjusted,

at annual rates

1966 1967 1968 1966 1967 1967 1968 1968

2nd

half

1st

half

2nd

half

1st

half

2nd

half

Total*

Imports 138.5 11.1 5 7 8.0 4.2 3* 8 8*

Exports 133.3 10.9 6_ 6 9.6 7.5 -U 6_ 10 _

Intra-OECD 91.6 12.0 6 7 6.9 7.7 2_ 8 10

Extra-OECD

Imports 42.4 8.7 3 7 9.6 -2.2 5 8 6

Exports 39.8 8.4 7 4i 17.5 6.9 1i' 2 4 11

(a) Adjusted for discrepancy in recording of intra- OECD trade.
(b) Including trade with unspecified origins /destinations.
t_ '"-~^ff__r___iw_Tr____irrrn________BCT________j__M___a

lion is anticipated), no major OECD country is expected
to improve its trade balance, and the trade balance of

the OECD area as a whole will probably also show a
substantial deterioration.

This chapter also includes a first quantitative assess¬
ment of the effect of the closure of the Suez Canal on the

cost of oil imports into Western Europe in the second
half of 1967 and in 1968.

3. TRADE BALANCES

$ billion, seasonally adjusted annual rates
Estimates and forecasts

1966 1967 1968 1966 1967

1st

half

2nd

half

1st

half

2nd

half

France a 0.10 -0.1 -0.1 0.47 -0.27 -0.10 -0.1

Germany 2.93 5.4 5.5 1.90 3.97 5.30 5.5

Italy 0.35 -0.1 -0.7 0.50 0.20 0.20 -0.4

United Kingdom -0.31 -0.9 -0.2 -0.97 0.35 -0.83 -1.1

United States 3.66 4.5 3.8 4.27 3.05 4.27 4.7

Canada 0.55 0.7 0.7 0.57 0.52 0.87 0.4

Japan 2.27 1.3 1.4 2.44 2.11 1.45 1.2

Other OECD North -3.09 -2.7 -2.9 -2.97 -3.21 -2.55 -2.8

Other OECD South -3.07 -2.7 -2.9 -3.24 -2.90 -2.99 -2.4

Total EEC 2.69 4.8 4.2 2.46 3.58 5.22 4.8

Total OECD 3.39 5.4 4.6 2.97 3.82 5.62 5.0

Internatio?iaI Capital Movements

" With the swing from monetary restraint to positive
ease in the United States and Germany at the beginning
of 1967, international capital markets became markedly
easier during the first five months of the year. These
changes were accompanied by large swings in the flow
of banking funds which have facilitated the smooth

financing of current balance accounts by surplus count¬
ries through much of this year... However, by the
end of May the general downward trend of interest

rates came to an end, and in some cases was reversed.

With this change in monetary conditions the interest

4. CHANGES IN CAPITAL FLOWS

First half of 1966 to first half of 1967 ($ billion)

Total

capita

Of which : Private

Bankinç
funds

Other

private
short-

term11

Total

long-term"

Direct Other

United States

United Kingdom

-2.1

1.8

-1.8

0.8

-0.2

0.8

0.1

0.2

0.2

0.2

-0.1

Total -0.3 -1.0 0.6 0.3 0.4 -0.1

France0

Germany

Italy

-1.8

0.2

-0.1

-0.7

0.5

-0.6

-0.1

-0.5

-0.2 -0.1

-0,5

-0.1

Total -1.6 -0.3 -0.7 -0.7 -0.1 -0.6

Other OECD Europe -0.1 -0.3"

Canada

Japan

-0.1

0.6

0.3

0.5

-0.3

0.2

-0.1

-0.1

-0.1

-0.1

Total OECD -1.5 -0.8

(a) Transactions with non-franc countries.

Note : " " denotes increased outflow or decreased inflow,

(a) Including unrecorded transactions. (b) Detail for Germany
and the United States has been adjusted to exclude Texaco trans¬
action, (c) Transactions with non-Franc countries, (d) Ex¬
cluding Switzerland.

rate incentive in favour of London began to be eroded.
At the same time, confidence in sterling was jolted once
again in the wake of the Middle East crisis. The

£ sterling remained under intermittent pressure through
the following months and speculative flows increased,

culminating in massive movements just prior to the
devaluation. "

" The apparent net private capital outflow from the
OECD area as a whole rose by $ 1.8 billion between
the first half of 1966 and the first half of 1967. "

" Not only was there a major change in capital flows
between the OECD area and the non-OECD countries,
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D. TOTAL TRADE OF MAJOR

OECD COUNTRIES
3-month moving averages, seasonally adjusted

billion dollars at annual rates

_________ Imports _________ Exports
Except for the United States and Canada, the import figures are on
a c.i.f. basis, but the import scale (left) has been adjusted downwards
to take into account the average discrepancy between f.o.b. and c.i.f.
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but shifts within the area between the first half of 1966

and the first half of 1967 were also very striking. The
overall capital account of the United Kingdom and
Japan improved by $ 1.8 billion and $0.6 billion respect¬
ively, while there was a deterioration of $ 1.8 billion

for Germany and $ 2.1 billion for the United States. "

In addition to the movements of banking funds already
mentioned, there were swings in non-monetary short-term
capital and in unrecorded transactions " of the kind

which normally instigate swings in trade balances...

Taking a longer period, and concentrating on the
combined private capital accounts of the two reserve
currency countries and the EEC, movements in short-

term funds appear to have played an almost negligible
role... Following the measures taken in the United

Kingdom and the United States to curb capital outflows
there was a further small increase in the net direct

investment outflow, but a swing of almost f 1 billion in

the portfolio and other private long-term capital account
from a small outflow to an inflow of $ 0.8 billion. "

Balance of Payments Equilibrium

The underlying imbalance in international payments
does not appear to have been significantly corrected
in 1967. Over the twelve months to mid-1967 " the

reserve currency countries' combined deficit remained

at $ 1.6 billion, as in the previous twelve months. Over

the same period the EEC countries' surplus on official
settlements only fell from $ 1.5 billion to $ 1.2 billion.

The picture for 1967 as a whole is difficult to assess
currently, in the absence of full information on the

size of speculative capital movements, which were par¬
ticularly large in the last months of the year. It is
very likely that, as a result of these movements, the

EEC countries' overall surplus in 1967 will turn out to

have appreciably exceeded the level registered in the
twelve months to June 1967, in which case the same

should normally be true for the combined deficit of the

reserve currency countries. "

Turning to the outlook for 1968, " if the devaluation

of sterling produces the desired effects, international

payments equilibrium will be improved in one critical

respect... However, there will still be problems of
restoring equilibrium among other countries... The

United States' current surplus may run at a slightly
lower level in 1968... The combined current surplus

of the EEC countries might be of the order of $ 3 y2 bil¬
lion well above the maximum capital outflow ever
experienced by these countries, and... Japan's current
balance may recover from deficit, but is not likely to
show a surplus of sufficient magnitude to finance the

current level of long-term capital exports. "

" Capital movements will be largely influenced by
the relative postures of monetary policies in different

5. CURRENT BALANCES AND

NON-MONETARY CAPITAL

($ billion) Estimates and forecasts

Current balances Non-monetary
capital

Average
1960-66 1966 1967 1968

Average
1960-66 1966

France9 0.58 0.17 -0.3 -0.4 0.18 -0.01

Germany 0.01 0.11 2.6 2.5 0.48 0.61

Italy 0.77 2.13 1.5 1.1 -0.37 -1.48

United Kingdom -0.24b -0.05b -0,6b 0.3b -0.39 -0.46

United States 3.16 2.18 2.5 2.3 -5.39 -4.78

Canada -0.84 -1.05 -0.7 -1.0 0.95 1.18

Japan 0.01 1.25 0.0 0.0 0.0 -0.94

Other OECD North -0.55 -1.C5 -0.5 -0.7 1.17° 1.15"

Other OECD South -0.36 -0.95 -0.6 -0.3 0.55 0.87

Total EEC 1.45 2.12 4.0 3.4 0.35 -0.74

Total OECD 2.53 2.74 3.9 3.8 -2.83 -3.86

(a) Transactions with non-franc countries, (b) Excluding pay¬
ments on account of military imports from the United States, (c)
Including banking funds in the case of Switzerland.

countries. The general outlook is clear namely,
continuing high interest rates in the United States and

the United Kingdom and easy credit availability else¬
where in Europe. "

" There are thus two questions concerning balance
of payments equilibrium in 1968 : first, making room
for the emergence of a substantial surplus for the United
Kingdom, as a hoped-for result of devaluation; and,
second, financing the respective deficit and surplus of
the United States and the EEC in such a way as to pre¬
serve the stability of the international monetary system,
while, at the same time, providing adequate incentives
for further efforts to eradicate the underlying disequi¬
librium. "

Monetary Developments

The recent upward movement of interest rates, after
the fall which characterised the beginning of 1967, is
discussed and developments in the major countries are
analysed on the basis offlow-of-funds statistics.

Expansion versus Price Stability

Under this heading, the conjunctural situation in 1967

and probable developments in 1968 are put in a longer-
run context. " The check to expansion in 1967 is lar¬

gely the result of deliberate policy action; it reflects a
desire on the part of the authorities in a large number of
countries to promote or accept a cooling off period in
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order to arrest inflationary tendencies or improve weak

balance of payments positions. "

The benefits in terms of reduced inflationary pressures
are contrasted with the costs of higher unemployment

and the slowdown of productive investment. The course
of productive investment (including estimates for 1967
and 1968) in the major countries is compared with an
estimate of the investment path required for full employ¬
ment growth.

Country Notes

For each of the seven major OECD countries country
notes are appended, charting developments in 1967 and
the prospects for 1968.

In the United States " the inventory adjustment

appears to have come to an end in the third quarter of
1967 when, after slowing down in the first half year,

the general rate of expansion accelerated, despite less
buoyant military expenditure and strike losses. Price
increases, moderate in the first half of the year, picked

up again after the summer. New wage agreements
averaged 5 per cent in the first nine months of 1967,
but this rate was exceeded in the recent automobile

settlements. There has been some improvement in the

external current balance, but with a higher non-mone¬

tary capital outflow the overall position has remained
difficult. "

In terms ofpolicy, the outlook for the Federal Budget
for the year ending 30th June 1968 is not clear. The
rise in Federal purchases of goods and services, primarily

for defence, slowed down during the third quarter of 1967,
" but the possibility of renewed increases must be borne
in mind. " The Administration's revised request for a

tax surcharge was not, originally, well received, and the
outcome of renewed discussions after the British deva¬
luation are not yet clear. Neither the proposed increase

in social security benefits nor the proposed increase in

the payroll tax has been enacted.

The expansionary monetary policy adopted in late 1966
continued in the first half of 1967. However, by the
autumn it appeared somewhat less expansionary, and the
discount rate was restored to 4 y2 per cent as a result of
the British devaluation package. The balance of pay¬

ments programmes relating to both financial and non-
financial sectors were strengthened in November 1967.

" There is at the moment some margin of spare

capacity. But there are grounds for expecting a strong
upswing in the coming months, which could be accen¬
tuated by a sharp inventory build-up following the auto¬
mobile strikes and by anticipation of a steel strike.
There is also uncertainty about the future course of
military expenditure. A substantial measure of fiscal
restraint seems called for to ensure that cost pressures

are brought under control. Monetary policy may also
have to be directed to maintaining a proper balance in

the economy, and protecting the balance of payments
following the United Kingdom devaluation ".

In Canada, " the expansion of activity remained
relatively modest in the first half of 1967 partly
because of a continued adjustment of inventories

but seems to have picked up somewhat in the second
half of the year. The rise in costs and prices has
remained strong, as have pressures in financial markets...
The balance of payments has benefited considerably
from the automobile agreement with the United States
and the Montreal Expo. "

" In 1968, the Canadian economy should benefit

from faster growth and stronger demand in the United
States. But given the fiscal action proposed by the
authorities (1), the rise in overall demand is likely to
fall some way short of the growth of capacity (estimated
at 5 per cent); and it is hoped that the resultant easing
of demand pressures will moderate the present wage/
price spiral. Even with an easing of demand pressures
relative to those in the United States, the external

current balance seems likely to deteriorate. "

(1) In early December 1967, after the OECD " Economic Outlook " had
gone to press, the Canadian Government introduced a " mini-budget "
designed to restrict demand and reduce the pressure on costs and prices.
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In Japan, " the slackening growth of exports, coupled
with a vigorous rise of imports, has turned the balance

on non-monetary transactions from surplus to deficit.
The restrictive budgetary and monetary measures of
recent months should induce a moderate deceleration

of growth in the next year, sufficient to avoid the risk

of serious over-heating. But the deficit on non¬

monetary transactions could well persist for some time
and, given the modest level of official reserves, poses
certain problems. "

In France, " the expansion of overall demand, which

weakened in the first half of 1967, picked up again
somewhat in the autumn, and the rise in unemployment
has become slower. The net effect of policy measures
was moderately expansionary in 1967 but could become

restrictive in 1968. Partly as a by-product of the

measures taken, consumer prices have risen fairly sharp¬
ly; this trend may continue for some months because

of important changes in the system of indirect taxation.

Expectations of stronger growth in 1968 depend import¬
antly on trends in consumption and foreign demand.
The direct impact of the devaluation by the United

Kingdom and other countries should be fairly limited.
But if it is strengthened by indirect effects, steps to
strengthen domestic demand may become necessary.
The present size of the reserves means that the external
financial situation should constitute no restraint on

such action. And the authorities have indicated their

readiness to adjust fiscal policies in the early months
of 1968 if trends in demand prove unsatisfactory. "

In Germany, " the fall of economic activity in the
first half of 1967 reflected sharp declines in investment
and inventories. A bottom seemed to have been

reached in the summer and there was an upturn in the

third quarter, helped by government action. But it is.
uncertain how strong and, particularly, how sustained
the recovery will be. This uncertainty stems partly
from the fact that the recent reflationary measures were
combined with other fiscal decisions, forming part of a
new medium-term budgetary planning process, which
will have a restrictive effect on demand. On external

account the current surplus has been running at an
annual rate of $ 2 y2 billion, largely covered by a large
capital outflow. With stronger foreign competition
following the United Kingdom's devaluation, the
external balance will provide less support to domestic
demand next year than previously expected. But it
seems unlikely to decline much from its present high
level because, unless some of the proposed fiscal mea¬
sures are postponed or a further temporary boost is
given to the economy, growth next year may fall short
of the 4 per cent now considered normal. "

And in Italy, " production and domestic demand

have continued to expand rapidly and price increases
have remained relatively modest. Exports of goods
and services have tended to flatten out recently, but
unless this persists for some time it should not cause any
serious loss of momentum, given the strength of domestic
demand. There is reason to expect stronger demand
from several of Italy's major foreign markets in 1968,
and thus, despite increased competition from the
countries which have devalued, the outlook should be

for one of continued growth. The sizeable current

external surplus diminished only moderately in the
first half of 1967 but was offset by another large capital
outflow. It decreased faster in the second half of the

year, on a seasonally adjusted basis, but is likely to
remain considerable in 1968. "
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EUROPEAN

UNEMPLOYMENT

Continued from page 18

because of their greater importance for
the restoration of the balance of payments

and for growth in general; furthermore, the
geographical areas with high unemployment
were exempted insofar as possible from the
fiscal and monetary restraint measures.

To begin with the Selective Employment
Tax had to be rather schematic in order to be

administratively manageable; some of its
disadvantages (it fell rather heavily on
part-time workers and marginal groups)
have been alleviated by recent amendments.

Its aim, to promote a switch from services to
manufacturing, may not as yet have been
achieved to any great extent, but it may at
least have counteracted an undesirable

tendency in the opposite direction.

As a result of earlier experiences, efforts

to create employment in selected regions have
long been established policy. The apparatus
for its implementation has been gradually
reinforced. During the last year or two the
following can be noted :

New restrictions have been imposed on
industrial building in already congested
areas (London and Birmingham) ; the control
now applies to industrial expansion of as
little as 1,000 square feet and to new office
buildings as well.

Incentives to invest in labour-surplus
areas have been reinforced by a change from
tax allowances to direct investment grants

which for the present amount to 45 per cent
of costs (as against 25 per cent in the rest of
the country).

The means to draw key skilled workers
to these areas have also been improved.

Creation of government centres for re¬
training of adults has been concentrated in
these areas. This, however, is of small

quantitative importance; plans are being
discussed to reinforce this effort by influ¬

encing the geographical location of training
activities organised by employers under the
Industrial Training Act.

Of the greatest immediate importance were
probably the exemption of development

areas from the general squeeze on credits
and public investments, and programmes for
building " advance factories " which are
rented or sold to companies willing to

expand in development areas. The work of
Regional Planning Councils and Boards

analysing each region's development
potentialities and planning for their realisa¬
tion may also have begun to have a positive
influence.

In spite of these measures, the tendency
for areas already having high unemployment
to be particularly hard hit by deflationary
policies has again become manifest, although
to a lesser degree than on earlier occasions.
This is an obstacle to a continuation of

stabilisation policies since it creates pressures
for a " premature reflation ". Hitherto this
has been resisted by the Government except
for some limited relaxation at specific points.

The British Government this summer

introduced a measure with more far-reaching

consequences than any of the above-
mentioned ones a Regional Employment
Premium. Under this plan employers in

manufacturing industries in development
areas will be given a premium of 30 shillings
a week for each adult male worker hired

during the next seven years (lesser amounts
for women, young and part-time workers).
The scheme is estimated to cost £ 1 00 million

a year. Because of its selective character.

being directed to areas with lesser inflationary
pressures than the rest of the country, no
immediate tax increase was regarded as

necessary to counter-balance its effects on
the total level of demand in the economy.

Aside from these measures for stimu¬

lating the economy in thedevelopment areas,
a central aim of British labour market policy

is the " redeployment " of manpower to
more productive uses. Obviously, the
" shake-out " resulting from deflation does
not automatically bring about the desired
structural adjustment. There are many
natural and less natural barriers which keep
workers from moving to new occupations
and new places to live. Hitherto British pro¬
grammes for improving geographical and
occupational adaptability of the labour force
have been relatively modest. The opportunities
for retraining in Government Training Centres
are being increased by about a thousand
places per year, only, and this whole scheme
can still only absorb two or three per cent of
the unemployed.

The Industrial Training Act, which pro¬
vides for sharing the costs of training, partially
or in full, among all employers in each branch
of industry, is beginning to have some import¬
ance, but realisation of its full potentialities
will take a long time. Financial incentives
to mobility are still limited in size and in the
extent of their use. The Employment

Learning to work with sheet metal in the training shop of the Vauxhall Motor Works,
at Luton in the U.K.
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Service has been given more resources in
order to increase the amount of available

information about labour-market oppor¬
tunities, (a special counselling service for
adults started on a modest scale in 1966),
but this too is a matter for gradual deve¬
lopment. Certain efforts are being made to
overcome one of the greatest obstacles to

mobility the tendency on the part of local
authorities to reserve scarce housing oppor¬
tunities for people already in the area.

Even if all existing measures of financial

aid for local job creation and occupational
and geographical mobility are taken together
(but disregarding the future effects of the

industrial training system and the Regional
Employment Premium) they still help only
a few per cent of the unemployed to get
new jobs. The greatest part of the rede¬
ployment must come as a result of individuals
switching to new jobs on their own, some¬
times, of course, with the help of the em¬
ployment service as to information about
vacancies. Sooner or later most of the

unemployed do, of course get new jobs;
the average length of unemployment is a
couple of months, but the proportion of longer
unemployment is growing. To make a
shakeout and ensuing temporary unemploy¬
ment more tolerable, a redundancy payment
scheme was introduced in 1965, in connect¬
ion with the first steps toward economic
restraint. It provides severance pay to
dismissed workers amounting on the average
to about one week's earnings for each year
of seniority. In 1966 another reform in
the same spirit was enacted wage-related
unemployment insurance, supplementing the
old flat-rate system.

The innovations and reinforcement of
existing programmes for labour market
adjustment and unemployment compensa¬
tion in the UK are not only designed to
alleviate short-term employment difficulties
and ensuing social hardships; they are also
intended to stimulate a loosening up of old
rigidities with regard to the adaptability of
the labour force. Also of particular import¬
ance in this respect is the drive for product¬
ivity bargaining : under the price-wage
restraint policy which the Government has
been trying to implement through a combi¬
nation of legislation and persuasion, wage
increases are given more readily to those
groups which agree to help eliminate
obstacles to production emanating from old
rules concerning the utilisation of the work
force.

France

During the earlier period of anti-infla¬
tionary restraint which started in 1963
certain improvements had already been
made in the French machinery for labour
market adjustment; these were symbolised
by the creation, in 1964, of the " National
Employment Fund " for financial stimuli
to occupational and geographical mobility
which, however, during the first years was
limited to 25 million francs. During the
following years various other reforms have
been undertaken. Measures to improve

the Employment Service have been intro¬

duced : in 1967 the number of offices is

being increased by 10 per cent, and this
expansion will continue for some years;
interregional placement is being compu¬
terised; financial support is being given
to help redundant workers seek jobs outside
their home area and to change homes when
this can help adjustment. The legislation
to give handicapped workers a certain

proportion of available work opportunities
has been sharpened. Financial appropria¬
tions to aid foreign workers in their adapta¬
tion have been quadrupled since 1964 and
are now at a level of about 100 million

francs ($ 20 million) a year, mainly for
housing.

In the same spirit a reform to strengthen
the vocational training system was enacted
in 1966. A Fund for vocational training
and social upgrading has been created. The
intention is that the whole of the apprenti¬
ceship tax which was increased from

0.4 to 0.6 per cent shall be used for
training purposes whether by the Government
or the enterprise. The Fund will finance
training or social improvement activities of

firms, professional groupings and various
public and private organisms following an
agreement between the latter and the

State. In accordance with decisions taken

earlier, the adult vocational training system
is being developed in such a way as to
increase the number of trainees and the
range of skills. This system, however,
applies mainly to workers in their early
twenties (some 15,000 trainees at a time,
37,000 per year selected on the basis of

tests from a great number of applicants) and
only to a limited extent provides retraining
for older workers. Its rate of increase seems
to be a few thousand trainees a year.

Increasing unemployment during 1967
was among the factors behind the Govern¬

ment's acquisition of special authority for
new legislation by decree. A number of

presidential " Ordinances concerning employ¬
ment " were issued in July. In his intro¬
ductory statement the Minister for Social
Affairs said : " If necessary transformations
in the economy result in more change in
employment than hitherto for a certain
number of workers, these adjustments
should not have a negative effect on those
whose conditions they modify. Only an
active employment policy, which not only
provides a continuous confrontation of
supply and demand but which is also
capable of foreseeing and anticipating the

needs of the economy, can ensure the best
possible employment of the labour force
in a society in continuous evolution. "
It was also stated that the aim of the Ordi¬

nances on Employment was to create an

" infrastructure fo radaptation " designed,
to " mitigate the social consequences of
economic development ".

The following are the main reforms

introduced by the Ordinances on Employ¬
ment :

A National Employment Agency has
been created under the authority of the
Minister for Social Affairs and with a
certain financial autonomy to reinforce
the employment service with regard to
its quantitative and qualitative efficiency
(its capacity has hitherto been rather

limited). It will also develop its auxiliary
services such as occupational counselling,
inter-regional clearance of vacancies, and
general labour market information.

Financial support for adult retraining has
been extended to include not only unem¬
ployed persons but also those who, without
having lost their jobs, are willing to under¬
take training for a labour-short occupation.

A reform of great importance concerns
the system for unemployment benefits and
insurance. Hitherto unemployment com¬
pensation has been very uneven as between
geographical areas and enterprises. Now
all workers are covered by a single system,
benefits ranging from 60 to 90 per cent of
their previous wages. The system will
be administered by the organisations of
workers and employers which previously
supervised only collectively agreed systems.

The right to severance pay in case of
redundancy, which, on the whole, has
been available only to salaried persons,
is extended to cover wage earners with more
than two years' seniority in a firm. At the

same time the legal period for notifying a
worker that he will be fired has been pro¬
longed from one month to two.

The various measures (based on the
ordinances or otherwise) for financial aid to
the unemployed, occupational and other

manpower adjustment in the labour market,
including those connected with the struc¬
tural rationalisation of agriculture, mean an
immediate cost increase of three to four
hundred million francs or 50 per cent above
the earlier level. Furthermore, a certain
part of the current increase in public invest¬
ment is devoted to selective creation of

employment in labour surplus areas.

OTHER COUNTRIES

Particular attention has been given
to recent developments in the labour market
situation of the three big European countries
which have been leading in this context.
Italy, the fourth of the countries in the
50-million-inhabitant group, is the only
country in Europe that can show a substantial
reduction of unemployment this year in
spite of the reflux of migrants. In fact

Italy is presently on the way up from an
earlier " stabilisation recession " without
having yet come near enough to full employ¬
ment for the latter to have created very
acute problems. For the present there
is relatively little to report as regards man¬
power policy reforms in this country. We
will also bypass a number of other countries
where the labour market situation and
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manpower policy have undergone relatively
little change.

The slow-down in the momentum of

economic growth in the big countries has,

of course, had repercussions on the smaller
ones. Some have been hit hard and some

less hard, according to circumstances.

Some of them also had their own problems
of inflationary pressures and balance-of-

payments deterioration. Of these coun¬

tries, the Netherlands, Belgium and Sweden
have had the most marked increase in

unemployment (1). These countries will

therefore be surveyed here. As in the

case of the major countries the survey will
include both institutional reforms under¬

taken in the last couple of years and the
specific measures to combat increased

unemployment.

The Netherlands

By the first quarter of 1967 the level of

registered unemployment had already doub¬
led compared to the previous year. Now
after an additional increase it has for several

months been around 90,000 or 2 % per
cent of the wage and salary earners (season¬
ally adjusted). As in other countries one

should probably add a certain amount of

unregistered unemployment and withdrawals

from the labour market to get a full measure
of the reduction in employment.

To a particularly great extent the increased

unemployment represents geographical im¬
balances as between different regions.
While virtual full employment prevailed and
still prevails in the overcrowded West,
strong increases of unemployment have

occurred in the Eastern provinces, particularly
those where coal-mining is important and
those most dependent upon their big
German neighbour.

" The combatting of structural unemploy¬
ment calls for structural measures and not,
in principle, for an increase in the general
demand, still less so, in fact, so long as
there are economic stresses in certain

regions ", declared the communiqué of
the Dutch Ministry of Finance when the

draft budget for 1968 was published in
September. Actually, in a series of decisions

earlier this year, Parliament had already
voted over 400 million Fl ($120 million,
over y2 per cent of GNP) for public works
in the unemployment areas. It may be
estimated that this would mean about

8,000 man-years plus indirect effects

but the practical difficulties of starting the
works seem to be delaying the full implement¬
ation of the programme. Aside from their

short-term impact, these projects imply
an expansion of investments in " infrastruct¬

ure ", designed to provide an improved
basis for economic development in the
areas in question. Present difficulties have

also given rise to specific subsidies for the

(1) During the late summer months Denmark showed
an even larger relative increase over 1966, but the

absolute figures were small and there is not yet
much to report by way of new counter measures.

textile industry and for housing in the prob¬
lem areas.

The budget for 1968, as published in
September, implied a continuation of policy
along the same lines. Increasing uneasiness
about the employment outlook, however,
has caused the Government to announce

in October an additional 200 million Fl. for

public investments in the unemployment
areas, half the funds being provided through
a reduction of similar activities in the West

(in order to reduce the inflationary effect
of this increased expenditure on the economy
as a whole). Extra tax allowances for

investments will also be used in these

areas; government administrative agencies
with a total staff of about 2,000 persons,
will be moved from the West to the outlying
provinces. Furthermore, winter building
will be stimulated by a special grant, and
the placing of government orders will be
speeded up.

The central manpower authorities and
their local agencies (the employment-service
offices) participate directly in the allocation
of all regional development funds so that

labour market aspects will be given full
consideration. In addition they have their
own fund (now amounting to Fl. 45 million,
more than twice the amount available

earlier) with which to provide " supplemen¬
tary employment " that is, jobs in which
they can place persons with particular
difficulties.

Programmes for improving geographical
and occupational mobility of labour as a

means of eliminating differences in employ¬
ment opportunities are much more limited

in scope than activities for regional develop¬
ment. During a period in which the general
context was one of full employment with
its need for smooth adjustments, a number

of investigations were started, including
studies of mobility problems, with a view
to elaboration of a new Manpower Act. This

law is not yet ready, but a number of partial
reforms have been undertaken. In 1966

a special financial incentive for workers to

enter the building industry was abolished
as the shortage had disappeared; instead
certain categories of job-seekers with special
difficulties were given the right to be reim¬
bursed for the cost of training needed for
their re-employment; such groups include
emigrants returning from abroad, married

women, older workers, the handicapped,
and workers becoming redundant as a

result of technical progress. These program¬
mes, however, as well as the Government

Training Centres for adults, have to date

affected only a very limited number of

people, perhaps a couple of thousand a year.
Most recently, because of increased unem¬

ployment among young people, financial
support is being given to those who want

to prolong their vocational schooling or
change to a new occupation because their
original one is in low demand.

As indicated in the conclusions to a

recent OECD review of manpower policy
in the Netherlands, the Dutch authorities

have for some time given increasing attention
to the development of an active manpower
policy. The Employment Service is being

reorganised and strengthened in various
respects. More systematic inter-Minister¬

ial co-ordination of public investment and

labour market programmes is being provided
by regular high-level consultations.

Belgium
Unemployment increased slowly during

1966 but moved more rapidly upward in
the spring of 1967. For some months

up to September the seasonally
adjusted figure has been around 90,000 or
over two per cent of the insured population
as against 50,000 at an earlier low.

During recent years a general reappraisal
of manpower policy, in accordance with
the OECD Recommendation of 1964, has
been underway, through a subcommittee
of the Ministerial Committee for Economic

and Social Co-ordination. Without waiting
for a final report, reforms have been under¬

taken step by step. Thus a law of 1966

provides new incentives government
credit guarantees, tax allowances, and
direct grants to promote expansion of
existing factories and establishment of

new ones in less favoured areas of the

country, particularly old coal-mining districts.
A redundancy payments scheme was also
introduced : workers who become redun¬

dant when enterprises close down can

receive severance pay of B.Fr. 1,000 (S 20)
for each year of employment up to B.Fr.
20,000 ($ 400). Special provisions were
made for miners : resettlement allowances

amounting to a maximum of B.Fr. 20,000;
reimbursement of 60 per cent of the first

year's wages paid to older or handicapped
miners who have been unemployed for six
months or more. Vocational training facili¬
ties were expanded, and since July 1966,
trainees' travel expenses are reimbursed.

The increase of unemployment, and the
expectation of further difficulties, caused

the Government to ask for special authority
to introduce new measures of employment
policy early in 1967. On this basis a

special fund for employment promotion was

created in April with a view to reinforcing
and expanding all activities for recovery
and conversion of the economy in the
depressed areas, through temporary public
works, other public investments, and support
to private industry with grants and low-cost
credits. This fund, with a foreseen annual

expenditure of around 5,000 million B.Fr.

($100 million), is taking over tasks which
have earlier been carried out under various

agencies. It should now help in co-ordina¬
ting these programmes and making them
more effective. It is reported that the num¬

ber of jobs created in the problem areas
during the first three months of the new

legislation was around 5,000, or twice as

many as in the preceeding three months. It

seems probable that training subsidies for
firms being established or enlarged in these
areas will also affect an increased number of

workers. On the other hand only relatively
small changes are being made in public
relief works and general adult retraining.

A great number of amendments to

existing legislation and programmes for
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The technical training school of the Stor Kopparberg Company at Borlànge in Sweden.

facilitating readjustment of the labour force
to the structural changes in progress have
been initiated under the special authority

given to the Government. These include
among other things : a speed-up of the
procedure for rehabilitation of the handi¬
capped (about half of the unemployed
being regarded as not fully able-bodied);
elimination from social legislation of obsta¬

cles to part-time work; exemption of redun¬
dant workers (particularly miners) from
existing health and age requirements for
entry into public service; elimination of
obstacles to internal transfer of employees

between public and semi-public services;
harmonisation of pension systems so as

to facilitate employment for older people
and improvement of family allowances for
the unemployed. It is not possible to
indicate the quantitative impact of these
measures. They are directed to limited
groups with particular difficulties.

Sweden

After nearly doubling since mid-1966,
registered unemployment in Sweden has
been at about 40,000 workers during the

last few months (seasonally adjusted).
Labour force sample surveys have, however,
indicated a total unemployment more than

twice as high, or around 2 l/2 per cent of
the labour force of 3.8 million. Back¬

ground to the increased unemployment
is both internal restraint in 1966 and the

international setback in 1967.

A strong feeling that continuation of
recent inflationary cost increases is threat¬
ening to undermine the country's external
position makes the Government cautious
with regard to the application of general
stimuli. The problem is being squarely

posed to the labour market administration :
how to restore full employment without

again creating excess demand in too wide
areas.

During the last ten years this adminis¬
tration (led by the tripartite Labour Market
Board) has been radically strengthened
with regard to the amount of resources, the
number of instruments, and the flexibility

of their utilisation. In 1965 support for

long-run economic development in labour-
surplus areas was further reinforced by
provision of investment grants for selected
industrial building projects. In 1 966, among
other refinements introduced in a new

Labour Market Ordinance, access to retrain¬

ing (with subsistence allowances of 40 to
80 per cent of ordinary income) was extended
to employed persons willing to take up
training for selected shortage occupations.
Early in 1967, a new scheme for "semi-
sheltered employment " was adopted subsi¬

dising jobs for handicapped persons in
private firms.

With rising unemployment all activities
of the labour market authorities were,

naturally, intensified. During the first half
of 1967 the number of persons kept off

the unemployment registers through parti¬
cipation in adult retraining programmes
reached over 25,000 or 5,000 more than a

year earlier. Various forms of relief works
and sheltered employment had roughly

the same scope and increase. For compa¬
rison it can be noted that by this time regis¬

tered unemployment had increased by

only about 10,000 over 1966 (to 32,000.)
During the following summer season a
large number of the participants in retrain¬
ing and relief works were released to the
labour market, particularly to the building
industry, which was now permitted to
expand again.

There are no figures on recent results

of programmes for attraction of industry
to labour-surplus areas, or of special cam¬

paigns by the employment service to encour¬
age rapid mobility of workers to still expan¬
ding enterprises. On the whole it can be
noted that the unevenness of unemployment

as between different parts of the country has
been reduced.

The labour market authorities fear a

further increase in unemployment this

winter, due in part to the fact that Swedish
industry is being rapidly restructured (through
mergers and shutdowns which imply a con¬
centration of production in the most effi¬
cient units). The trade unions are pressing
for increased resources for programmes

to help workers affected by this structural
rationalisation find better jobs. Such rein¬

forcement of the policy for helping indivi¬
duals adapt themselves to a more efficient
industrial structure is apparently necessary

to avoid the emergence of too strong
demands for conservation of existing

jobs through stronger reflation or outright
subsidisation of otherwise obsolete under¬

takings.

The Labour Market Board, with govern¬

ment backing is, of course, making efforts
to enlarge the capacity of retraining courses
and temporary relief works at a considerably
higher rate than last autumn and winter.
Targets indicate an increase of retraining
to 35,000 places (10,000 more than in
the previous spring) and a doubling of
various relief works to some 50,000 in the

next winter season. A new programme

is helping young people prolong or renew
their vocational education because of the

marked increase in the number of unemployed

youths. The Labour Market Board is also
involved in an advisory or decison-making

capacity, in the selection, timing and loca¬
tion of individual projects in the Govern¬
ment's efforts to restore full employment by

increased investments. Thus the labour

market aspects are being given preponder¬
ance in all the current measures for this

purpose : utilisation of increased credits
for residential construction; release during

the autumn and winter 1967-68 of invest¬

ment reserve funds (an anti-cyclical tax
allowance scheme) ; the activities of a
new State investment bank; and the speed¬

ing up of public construction projects,
for which advance planning has been spon¬

sored by the Board. The fact that the
increase in demand for manpower resulting

from these measures, either is being adjusted

to the manpower situation in different parts
of the economy or met by specific measures
to increase labour supply at the points in

question, has permitted the Government
to go further in its overall expansion policy
(increased deficit spending and a relaxation
of the credit market) than would otherwise
have been possible. If a new upswing
next summer should again tend to create
overstrain in the labour market, the supply

of labour can be increased by nearly two

per cent (more than three times as much as
last spring) at very short notice through a
reduction of the programmes for retraining

and temporary employment.
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TECHNICAL ASSISTANCE

AND PRIVATE ENTERPRISE

Private capital constitutes a substantial portion of the financial assistance flowing from aid donor
countries to the developing nations. But aside from the provision of funds, private firms are carrying
out a number of other activities in the developing countries training, the provision of expert personnel,
the conduct of research, for example which have an important impact on economic development.
OECD's Development Assistance Committee has been concerned with how these efforts on the part of
private enterprise might contribute more effectively to the advancement of the developing countries. The
first step since little systematic information was available on the activities ofprivate enterprise in this
domain was to conduct, in co-operation with the Business and Industry Advisory Committee to OECD,
a pilot survey covering 48 firms in 10 DAC Member countries (1). In the following article Eva Moll
of the Economic Development Division of OECD's Development Department describes the findings of
the survey and the preliminary conclusions which it suggests.

(i) Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden, United Kingdom, the United States

Most of the countries which belong to
OECD's Development Assistance Com¬
mittee attach high priority to their
official programmes for technical assist¬

ance to developing countries, as a means of support¬
ing capital flows as well as generally promoting the
increase of skills and knowledge in less-developed
countries. Much thought is given to the evaluation
of future requirements and to the ways and means of
adapting the supply to meet these requirements. In
the course of the past decade these countries have
regularly scrutinised their programmes.

While the scope and purposes of official pro¬
grammes for technical assistance have thus gradually
been brought to light, not much has been known of
the variety of activities of the private sector, in
particular of private enterprise with business in¬
terests overseas (1) which may be assimilated to
technical assistance, as this term is generally under¬
stood.

However, a pilot survey recently carried out by the
OECD, in co-operation with the Business and Indus¬
try Advisory Committee to the OECD (BIAC) (2),
gave indications as to the extent and character of
private enterprise's interest in technical assistance.

The companies which participated in the Survey
were chosen so as to ensure, within its limited scope,
the greatest possible variety in terms of countries of
origin and the nature and location of their operation.
Most of the 48 firms interviewed are large companies
with diverse overseas operations engaged in a variety
of activities, including mining, smelting, oil produc

tion, manufacturing of a wide range of capital and
consumer goods and several service trades.

A substantial number of European firms started
training programmes and some other technical
assistance activities five to ten years ago; others
started earlier, some as early as the late 1940's.
Several US companies initiated training in the early
1930's, and four of them were active in this field at
the beginning of the century. Most Japanese firms,
on the other hand, have just begun their training
activities.

Training of company personnel was found to be
the most widespread technical assistance activity of
private firms. Many companies, however, engage
in other forms of technical assistance as well, such
as the sending of expert personnel, the running of
general and technical educational institutions, "the
granting of scholarships, and the donation of teaching
materials and research laboratories.

The Findings About Training

The Survey brought to light the wide variety of
training activities undertaken by private enterprise,
including training in other developing countries as

(1) For private aid of non-governmental non-profit organi¬
sations cf. Mr. Edwin Eggins' articles in the OECD Observer,
No. 27 April 1967 and No. 30 October 1967.
(2) DAC Pilot Survey on Technical Assistance Extended bu
Private Enterprise.
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well as at headquarters and in the countries of opera¬
tion. (Official technical assistance, however, tends
to concentrate on training grants for study in the
donor country only.)

The evidence collected strongly suggests that the
number of people trained in Member countries by
private enterprise at its own expense probably
exceeds substantially the number of officially-financ¬
ed trainees in industry and trade. The number of
persons trained by foreign private enterprise in
developing countries is most probably considerably
superior to the number trained in the Member
countries surveyed.

The types of training given naturally depend on
the types of skills needed, i.e. on the company's
branch of activity. However, social conditions and
educational infrastructure in the developing country
also play a role in the choice of training forms and
methods. The training traditions of the companies
themselves and of their home countries, in general,
also influence the type of training. In countries
with well established industrial apprenticeship sys¬
tems, foreign trainees receive in-service training. In
other countries, the prevailing tendency is to arrange
as far as possible for trainees to enter state educational
institutions. Some firms make use of public educa¬
tional institutions in combination with training at
their own premises, or at training centres sponsored
by government and by other firms.

More often than not several forms of training are

being used, either simultaneously or periodically,
or in a given phase of the company's development.
In fact, "flexibility of approach and adaptability to
changing conditions seem to be specific characteris¬
tics - - if not in all cases - - of training by private
enterprise. Cultural factors, the influence of parti¬
cular features of the local social structure, of tradi¬

tions and scales of value are often fully recognised
by the companies concerned and induce manage¬
ments to explore possibilities for adapting teaching
and working procedures to different environmental
conditions and mentalities. Many firms are keen
to apply recent advances in technology and sociology
to the teaching process.

Two outstanding, although perhaps not surprising,
features of training that emerge from the Survey are
that technical training is greater in volume than
managerial training, and that high-level staff is
usually trained at the home base and low-level
personnel at the overseas plant. Middle-level per¬
sonnel of service firms are frequently trained at the
home base as well, but manufacturing firms generally
do not consider this kind of training as expedient.

Training in less-developed countries is provided in
apprentice schools or in the form of periodic training
courses, generally given by expatriate personnel,
often combined with on-the-job training. Some com¬
panies resort to ad hoc training through teams from
headquarters. Some firms have established technical
training centres alone or in co-operation with other
foreign firms. A few big companies train their
developing country technicians in their own technical
schools.

About 70 per cent of the participating firms run
specific training programmes for their high-level
personnel from developing countries at headquarters

in particular for high-level technical staff - - in
order to acquaint them with innovations in produc¬
tion processes or to familiarise them with new mana¬
gement methods and policies. Some companies, in
particular decentralised big groups, bring them
together with their colleagues at headquarters and
from plants in other countries for the purpose of
strengthening their loyalty to the company and to
ensure a homogeneous management attitude in all
companies of the group.

P| For certain firms, middle-level staff from less-
developed countries are trained regularly as a result
of their general personnel structure. A number of
big companies or groups have their own extensive
educational and training facilities and promotion
system at headquarters. They usually extend these
schemes not only to personnel from other industrially
advanced countries but may also include selected
participants for their junior management training and
middle-level technical training schemes from compa¬
nies in less-developed countries. This applies, in
particular, to firms which foster a tradition of culti¬
vating company or group loyalty.

Service trades - - in particular commercial air¬
lines - - tend more towards the training of middle-
level managerial (administrative) staff at head¬
quarters than do manufacturing industries. In fact,
it seems customary for international commercial
airlines to centralise the training of their middle-level
personnel at headquarters.
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Motivation and Results

The need for skilled workers, the difficulty of
finding qualified personnel ready to go abroad and
attempts to reduce production costs, to maintain
performance or quality standards, were advanced by
two-thirds of the firms as major reasons behind sche¬
mes to start training. Sometimes the company's
field of activity involves such specialised technological
knowledge that is not taught in local technical or
vocational schools.

The sale of equipment or licences to developing
countries often creates a need for training : to initiate
buyers' personnel in the use and maintenance of new
machinery; to minimise the risk of buyers' dissatis¬
faction with equipment or installations due to their
own lack of technical competence; to carry out special
provisions of licence sales contracts; or generally, to
maintain good relations with buyers or business
connections.

Psychological factors are also important. They
include the need to create or improve a good image of
a company and, in the interest of smooth operations,
the need to employ as many developing country
nationals as possible right up to top management
level. A frequent motive was the desire to anticipate
moves to increase " Africanisation ", " Asianisation ",
etc. In a few cases, training was started as a direct
consequence of government pressure in this direction.
Most of the companies which did not indicate local
nationalist policies as a training motive already
employed a high quota of national personnel.

The majority of the firms interviewed declared
themselves satisfied with the results of their pro¬
grammes. A number noted economic advantages.

Decrease of production costs through better
training of workers and a large delegation of respon¬
sibility down to worker level were frequently reported.
A mining company operating in Africa supplied a
striking example : training of the miners formed part
of the scheme to modernise the mine, which had
been working at a loss before being taken over by the
firm. Mainly as a result of improved training, the
number of miners employed dropped from 2,200 to
1,300 at a time of rising production.

The decrease in numbers of expatriate middle and
high-level technical personnel and high-level mana¬
gement staff is striking in several cases. Thus

- to quote a few examples one manufacturing
company reported that after five years' training
activities, the number of expatriate workers in North
African plants decreased from 48 to 18 per cent, and,
in countries south of the Sahara, from 15 to 10 per
cent. In Algeria, the proportion of local personnel
in the firm's plants increased in 1962-1965 from 70
to 95 per cent of the total staff. During this period
the proportion of high-level personnel increased
froma0 to 32 per cent, while middle-level personnel
increased from 0 to 60 per cent in the upper brackets
and from 13 to 85 per cent in the intermediate
brackets. One mining company reduced its expa¬
triate staff in Africa by about half after several
years of running training schemes. In another
African country a mining company decreased the
number of expatriates from 220 to 100 in the five
years after the introduction of training.

An important oil company reported that in a period
when production increased by 250 per cent, the num¬
ber of expatriate technical personnel decreased by
half. A world-wide tobacco group also cut expa¬
triate staff in less-developed country companies by
half (from 1,000 to 500) as a result of arranging
management training for local staffs. A group
with many commercial and manufacturing companies
in Africa has so far been able to Africanise 65 per cent
of the managerial posts and 20 per cent of the techni¬
cal posts previously held entirely by Europeans.

Co-operation between Government
and Private Enterprise

Co-operation of the donor country's government
with private enterprise takes several forms spon¬
soring the placing of trainees in industrial plants in
the donor country; co-operation in founding training
institutions in the developing countries; subsidies
and fiscal incentives; and supporting private orga¬
nisations engaged in promoting private enterprise in
less-developed countries. In most Member countries
the main link between private firms and official aid
agencies consists in offering attachments for govern¬
ment-sponsored trainees.

The findings of this Survey suggest that more
extensive co-operation between Member country
governments and private enterprise is possible in
several ways, and could increase the volume and
efficiency of development aid. Some of the principal
areas where increased co-operation might be encou¬
raged are set out below :

closer co-operation with regard to the selection of
officially financed trainees might increase the willing¬
ness of firms to include government trainees alongside
their own ;

co-operation between the official and private
sectors might be considered in order to combine the
advantages of technical and vocational school training
and in-service training in the donor countries, and
by creating more formal training facilities within
plants overseas;

co-operation could be particularly useful in the
joint creation of training centres designed to benefit
several industries of a developing country in a given
region ;

the exchange of information between the two
sectors on new methods of transferring skills and
knowledge could be more fruitful. In particular it
would seem that official authorities could gain much
from the experience of private firms in making use
of the most progressive teaching methods and in
adapting their training methods not only to local
social and economic conditions, but also to the
psychological requirements of developing-country
nationals;

official financing of lectureships in technical
schools and universities of the donor countries,
drawing on the senior managements of the private
sector. This is a form of technical assistance which

could be particularly valuable in training future
managers and entrepreneurs, the lack of which
constitutes one of the most serious bottlenecks in

the industrialisation process.
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towards a socialist market economy

A unique experiment is at present being carried out in Yugoslavia, with the remodelling of
the country's economic system. The responsible authorities have two aims in view ; to improve
the distribution and use ofresources - and especially the productivity ofcapital and labour -
and to ensure the smooth running of the Yugoslav economy coupled with balanced growth.
Two lines ofapproach have been adopted for the progressive achievement ofthese aims : the
decentralisation of economic decision-making and the restoration of market mechanisms.
The OECD Economic and Development Review Committee is talking a very %een interest
in this evolution : the Socialist Federal Republic of Yugoslavia, an Associate Member of the
Organisation, has just undergone the customary annual review, conducted by experts from
two OECD Member countries (on this occasion Austria and Norway). The findings ofthis
Review have just been published as the 1966-1967 Economic Survey of Yugoslavia. The
following article highlights some of the salient points brought out.

he readjustments which the Yugoslav au-
JL thorities are in the process of introduc

ing into the country's economic system are unprece¬
dented : no government has ever before decided to
introduce elements of market mechanisms into the

functioning of a socialist economy. This fact ac¬
counts for the multitude and magnitude of the prob¬
lems involved.

Broadly speaking, the former Yugoslav institu¬
tional set-up was marked by the fact that the mana¬
gement of enterprises by workers' collectives, as gen¬
erally practised from 1950 onwards, co-existed in
its early stages with strict planning, government con¬
trol of prices and wages and the centralised alloca¬
tion of investment resources.

The authorities desired to give this form of manage¬
ment its maximum efficiency, and the view gained
ground fairly quickly that, for this purpose, two
new lines of approach were necessary : economic
decision-making would have to be decentralised, and
an increasing proportion of the material resources
currently produced would have to be put at the dis¬
posal of enterprises.

In its early stages, decentralisation was largely
political in form, with a considerable extension of
the autonomous powers of local socio-political in¬
stitutions (communes, districts, etc.) which also acquir¬
ed an important share of investment resources, a fur¬
ther large share remaining at the disposal of the cen¬
tral authorities and institutions. Gradually, how

ever, an increasing measure of autonomy has been
conferred on enterprises with regard to the distribu¬
tion of their net incomes as between wages and invest¬
ment, and this autonomy had become complete by
early 1961. At the same time there has been a tend¬
ency to increase by reducing taxation r- the
share of net income remaining at the disposal of
enterprises, at the expense of the share going to the
Federal Government and the other socio-political
bodies.

As a result of these measures the co-ordination of

economic decisions passed out ot the hands of the
central authorities. The question thus arose of how
to ensure the overall balance between uses and re¬

sources and how to allocate investment funds. What

authority should be responsible? The mechanisms
of the market emerge as the alternative possibility
and, in actual fact, the Yugoslav authorities have
set about restoring these mechanisms.

Between 1961 and 1965, the process of decentralis¬
ing economic decisions, and at the same time restor¬
ing market mechanisms, made considerable head¬
way; a whole series of steps were taken to give the
banking system a greater share of investment re¬
sources and a more important role as a substitute
for a capital market.

In 1965, a further stage was reached in the intro¬
duction of elements of market mechanisms into the

functioning of the system; price structures were re¬
formed, the rate of exchange and the foreign trade
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system were modified, the banking system was remod¬
elled and major changes were made in the alloca¬
tion of investment resources.

Problems of Transition

The progressive transition from one type of eco¬
nomy to another presented, and still presents, dif¬
ficult problems for Yugoslavia. There is, on the one
hand, a whole set of problems connected with the
process of transition itself. In particular, the inherit¬
ed price structure is somewhat distorted and does not

correspond to the pattern which the free play of sup¬
ply and demand would produce. The sudden free¬
ing of prices could therefore create acute problems
of imbalance and trigger off a cumulative process of
inflation.

But there are also problems of functioning. The
new institutional arrangements must be both self-
consistent and sound in themselves. The author¬

ities found themselves faced with a number of ques¬
tions. Are autonomous decisions by enterprises as
to prices and wage levels compatible with price stab¬
ility? Is it possible to talk of competition in an
economy as small as that of Yugoslavia, and would
not such competition, assuming it existed initially,
lead sooner or later to concentration ? Can the bank¬

ing system fulfil the role of a capital market, and
under what conditions? Would the redistribution

of accumulable funds which it could bring about be
the optimum one?

The Yugoslav authorities could not seek guidance
from past experience, since the problems are new
and unfamiliar, but they possess a range of instru¬
ments to safeguard or restore the stability of the

economy, shape its course and supplement or correct
the automatic effects of the administrative machi¬

nery: credit policy, budget policy, price policy,
foreign trade regulations, etc. At "the same time,
economic policy is guided by a Plan laying down
development strategy and defining the chief methods
of applying it. The use of all these means has, for
many years now, enabled the Yugoslav economy to
achieve a rapid growth rate and maintain a high,
stable rate of accumulation. The reforms introduc¬

ed can only be understood in terms of such general
problems as these (Table 1).

1965 : a turning point

The institutional reforms of the years 1961-1965
marked a first stage in the process of decentralising
economic decisions and introducing market mecha¬
nisms. The reforms introduced since 1965 complete
this evolution by further institutional changes in
the price system, foreign trade, credit mechanisms
and the allocation of investment resources.

The reform of the price system was not a measure
to ensure completely free determination of prices by
market forces, but rather a first step in that direc¬
tion. A general increase in prices was first decided
upon. The average increase in producer prices was
24 per cent compared with the average levels for
1964; it was to be 17 per cent for mining and manu¬
facturing products, 22 per cent for construction, 32
per cent for agriculture and 26 per cent for trans¬
port. Prices of services were raised by an average
of 26 per cent, but rents, which had fallen consider¬

ably behind, were raised by lOOjper cent on average.
The aim of these increases was to eliminate the

1 - SUPPLY AND USE OF RESOURCES (billions of old dinars, at current prices)

1 . Consumers ' expenditure on goods and services	
2. Government current expenditure on goods and services	

of which : National Defence	
3. Enterprises' gross fixed asset formation	
4. Government gross fixed asset formation	
5. Change in stocks	
6. Exports of goods and services, including income payments

from the rest of the world	
7. minus : Imports of goods and services, including income payments to the rest of the world ..
	Statistical discrepancy	

8. equals: Gross national product at market prices	

9. minus : Enterprises ' depreciation allowances	

10. minus: Government depreciation allowances	

11. equals: Net national product at market prices	

12. minus : Indirect taxes	

13. plus : Subsidies	

14. equals : Net national product at factor cost	

75. minus : Income payments from the rest of the world	

16. plus: Income payments to the rest of the world	

17. equals: Net domestic product at factor cost	

Source : Yugoslav Memorandum.

1963

2395

998

286

1417

168

354

824

912

+ 60

5304

437

7

4860

645

162

4377

18

29

4388

1964

3095

1155

332

1840

198

750

958

1135

+ 96

6957

579

6370

722

275

5863

33

43

5873

1965

4360

1484

429

1945

208

1039

1938

7909

. 37

9102

684

8410

769

760

7801

57

77

7827
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distortions and anomalies inherited from the past and
to improve the price structure. The prices establish¬
ed were based on thorough prior study using matrix
techniques. Three desiderata were considered before
final decisions were reached : bringing prices nearer
to those on international markets; using prices as

instruments of development policy in combination
with customs duties; creating, as far as possible,
"equal conditions for the formation of incomes" for
the various categories of producers.

At the same time, to avoid excessive increases,

price controls were introduced or maintained on 90
per cent of products. At present nearly 65 per cent
of all industrial products are still subject to price
controls. The Act on formation and control of prices,

passed by the National Assembly in February, 1967,
is based on the principle of free determination of
prices and defines the cases and conditions in which
the socio-political institutions are authorised to
intervene.

In order to improve the foreign trade system, the
authorities decreed a 65 per cent devaluation in 1965,
the exchange rate being changed from 750 to 1250
dinars to one US dollar, and the creation of a new

dinar equivalent to 100 old dinars, so that US $ 1 is
now worth 12.5 new dinars. The channels for the

financing of foreign transactions have also been nor¬
malised. Export subsidies, previously granted on a
large number of products, have been abolished with
one or two exceptions; the average level of customs
duties has also been brought down from 23 to 1 1 per
cent. The authorities had hoped to be able to accom¬
pany the price reform and devaluation by as wide a
measure of liberalisation of imports as possible, but
the low level of exchange reserves and the delays in
negotiating an alleviation in the burden of servicing
the foreign debt did not at that time seem to permit
a large-scale liberalisation.

As from January, 1967, important changes were
introduced in the foreign trade regulations. Apart
from a few minor restrictions, exports have been
completely liberalised. Imports are covered by three
quite separate schemes. Products on the liberalis¬
ed list can be imported by enterprises without re¬
striction and paid for in dinars. It is estimated that
in 1967 about 50 per cent of imports will be effected
under this scheme. Non-liberalised products may

be imported according to the available exchange
resources of the importing enterprises. Lastly, in
the case of products covered by bilateral agreements
(which still account for a large proportion of Yugo¬
slavia's foreign trade), import priority is given, under
these agreements, to those enterprises which took
part in drawing up the bilateral lists.

It should also be noted that the machinery of

foreign exchange financing has been enlarged and
made more flexible. Enterprises can now, under
certain conditions, contract loans abroad. And all
the mixed banks can now engage in foreign credit
operations, provided that they fulfil certain mini¬
mum conditions.

Credit and Investment

The credit mechanism was also the subject of major
reforms in 1965. Previously, besides the National
Bank (fulfilling the classical functions of a Central
Bank) and three specialised banks, one for invest¬
ment, one for agriculture and one for foreign trade
(whose resources came under the Federal budget)
there were six banks of the Bepublics and more than
200 local banks.

The Banks of the Republics were mainly respon¬
sible for managing the Republics' investment funds.
The local banks were concerned with short and long-

term operations, receiving sight and time deposits
and financing both current operations and invest¬
ments.

These two categories of banks were, however, oblig¬
ed to present separate balance sheets for their short-
term business and their long-term transactions.
Their short-term assets included, besides the short-

term deposits of enterprises, credits from the Nation¬
al Bank. Their long-term assets included, in addi¬
tion to their own capital and time deposits, invest¬
ment funds provided by their corresponding territor¬
ial organisation (for example the local authority
for the local bank in the area).

In addition, if enterprises found that their own
funds and the loans obtained from their local banks

were insufficient to finance their investments, they

could turn to the banks of the Bepublics or the spe¬
cialised banks.

The authors of the reforms started by introducing
three fields of specialisation among which banks had
to choose : since the introduction of the new regula¬

tions, there remain only eight investment banks,
61 commercial banks and 39 mixed banks.

Furthermore, banks are no longer independent of
enterprises. They can only exist if a certain num¬
ber of "founders" (enterprises, but also local author¬
ities, etc.) have subscribed capital to the bank, and
if they are managed by these founders, whose vot¬
ing rights are proportional to their capital holdings,
no founder being allowed to hold more than 10 per
cent of the total number of votes.

Instruments for regulating credit remain the same
as in the past, however. The law gives the Nation¬
al Bank the right to demand compulsory deposits
from the banks which it can vary in amount up to

35 per cent of the banks' deposits ; the socio-political
institutions cannot have recourse to bank credit

unless authorised to do so by Act of Parliament. All
banks are compelled to devote 25 per cent of their
long-term resources to loans intended to increase
the working capital of enterprises.

Further measures were taken in 1966 to continue

the 1965 reforms. The National Banks' instruments

of credit control underwent considerable adjustment.

The system hitherto in force was based essentially on
qualitative criteria defining the types and terms of
short-term credit which the National Bank was re¬

quired to refinance. For the most part, the banks
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fulfilled now more than a purely administrative func¬
tion, and it was easy for credit to expand beyond
the limits envisaged by the National Bank.

Under the new system which came into force on
1st January, 1967, the credit granted by the Nation¬
al Bank to any given bank may not exceed the
amount which the latter holds on deposit with the
National Bank, although banks are free to use their
credits as they wish, within the quantitative limits
imposed.

The new exchange rate and the adjustment of
the price system called for a revalorisation of enter¬

prises' fixed assets, which has been duly effected. In
addition, the statutory depreciation rates are now
regarded as minimum rates. All other things being
equal, the revalorisation of enterprises' fixed assets
and the consequent increases in depreciation allow¬
ances have the result of reducing the net income to
be distributed by each enterprise. The position of

marginal enterprises will thus become more difficult.

The investment resources at the disposal of banks
have not been reduced, though a massive proportion
of the resources still remaining at the disposal of the
socio-political institutions has been redirected to¬
wards enterprises. Their share could not be further
reduced without affecting their capacity to influence
the general pattern of productive investment, while
carrying out their responsibilities in the fields under
their control (administrative and social equipment,
etc.).

This transfer of resources from the socio-political
institutions to enterprises has been obtained by modi¬
fications in taxation. Thus, the tax on production
is no longer paid by enterprises but levied at the
retail stage; the contribution by enterprises to the
Federal Investment Fund has been abolished and

various other taxes have similarly been repealed or
made less burdensome.

2 - BALANCE OF PAYMENTS (,n millions of dollars)

1964 1965 1966'1»

«

1. Exports (f.o.b) :

a) Manufactures

b) Agricultural products

2. Imports (c.i.f.) :

a) Intermediate products and semi-manufactures

b) Capital goods

c) Consumer goods

905

710

195

1342

835

285

222

1115

910

205

1290

838

235

217

1223

996

227

1543

920

305

318

Trade balance -437 -175 -320

3. Invisibles : a) Tourism (net)

b) Transport

c) Income from investment

d) Other services

56

92

- 35

63

64

118

- 47

80

94

150

- 62

106

Total invisibles 176 215 288

TOTAL A -261 40 32

B. Private gifts 48 26 33

TOTAL (A + B) 213 66 1

_=

1 . Total borrowing of which :

- long-term credit

- medium-term credit

2. Loans extended

3. Repayment of credit

4. Transfers corresponding to property nationalised

5. Reparations

6. Agricultural surpluses (paid for in dinars)

7. Agricultural surpluses (paid for in U.S. dollars)

191

137(2)

54(2)

- 32,

-145

- 4

3

17

40

267

159

108

- 45

-177

- 3

100

287

194

93

- 39

-211

- 5

103

TOTAL C 70 142 135

DShort-termcapital transfers,andgold andforeignexchange reserves .

1. Transfers under payment agreements (net)

2. Other foreign assets and liabilities

3. Gold and foreign exchange reserves

40

84

19

- 71

-113

- 24

- 28

- 96

- 12

TOTAL D 143 -208 -136

TOTAL C + D 213 66 - 1

Source -.National Bank of Yugoslavia. (1) Provisional figures. (2) Revised Figures.
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First assessment of the reforms

The OECD experts think that any attempt at a
full assessment of the reforms would be premature.

They have, however, commented on certain aspects
of the reforms in the light of the experience of the
last two years, with a view to identifying the areas
in which major practical issues continue to arise.

Where prices are concerned, they consider that the
two aims of the reforms (stabilisation of prices at
a higher level and a new overall price structure) have
been partially realised. The overall equilibrium of
the economy continues to pose problems. Implicit
in the new price structure aimed at by the reforms
were increases in prices of primary and agricultural
products appreciably larger than in those of the pro¬
cessing industries. It would seem that this aim has
been, broadly speaking, realised, since the differences
in the interindustrial price levels achieved in the
first quarter of 1967 as compared with the average
level do not range over too large a number of indus¬
tries.

One thing, however, seems clear to the experts :
in a developing economy, any set price structure is
bound to become inadequate after a certain time.
One of the main advantages of a free market is that
it permits the price structure to be almost continuous¬
ly adapted to changing technological and economic
conditions. Progress towards effective liberalisa¬
tion of prices in Yugoslavia continues to be some¬
what limited, although the present weakness of de¬
mand would seem to offer the opportunity for tak¬
ing decisive steps in that direction.

The reforms have undoubtedly produced good
results in the sphere of foreign trade. In addition
to the general and recognised advantages inherent

in simplifying and standardising the exchange rate
and channels for financing foreign transactions, there
are definite signs that a growing number of enter¬
prises are becoming export-minded. Furthermore,
the degree of import liberalisation which has now, in
1967, been achieved is considerable; as a result of
this, and also of the lower customs tariffs, a change

in the structure of imports is now under way which
cannot but benefit the Yugoslav economy as a whole
(Tables 2 and 3).

The breakdown of imports to date already sug¬
gests that available external resources are being put
to better use. It is more difficult to judge in the
case of domestic resources; the apparent improve¬
ment in labour productivity over the last two years
does not seem to have been more rapid than in the
past, but this may be attributable to the present
weakness of economic activity, and it would certain¬
ly seem that in a number of industries and enterprises
there have been cuts in a labour force which was

formerly above strength. The present under-utilisa-
tion of the country's productive potential, justifiable
in a period of transition, would raise a serious prob¬
lem if it were to continue.

The allocation of new resources

The foregoing relates to the allocation of existing
resources, but perhaps even more important is the
question of the allocation of new resources. The
experts pick out two of the many aspects of this
question: the first is the allocation of the aggregate
net product berween consumption and investment.
The Yugoslav authorities held the opinion for several
years that the share of investment in the national
product was becoming too large and that a change of

3 - FOREIGN TRADE (in millions of dollars)

1957 1958 1959 1960 1961 1962 1963 1964 1965 1966

1. Total imports, cif 661 685 687 826 910 888 1057 1322 1287 1575

2. Total exports, fob 395 441 477 566 569 691 790 892 1091 1220

3. Trade deficit 266 244 210 260 341 197 267 430 197 355

4. Volume of imports (1953 = 100) 151 163 165 201 220 213 246 295 260 315

5. Volume of exports (1 953 - 1 00) 177 200 218 254 264 310 345 363 412 448

6. Import prices (1953 = 100) 108 103 101 102 103 106 109 114 120 121

7. Export prices (1953 = 100) 118 117 113 115 116 120 123 130 141 145

8. Terms of trade (1 953 = 1 00) 109 113 111 111 110 111 113 114 117 120

9. Western Europe 274 287 289 396 456 387 433 541 527 518

CO 10. North America 177 136 142 93 185 189 205 188 204 212

1 1 . Eastern Europe and USSR 143 194 170 212 169 189 241 377 371 637

E= ». 12 Rest of the World 67 68 86 125 100 123 178 216 185 208

13. TOTAL 661 685 687 826 910 888 1057 1322 1287 1575

14. Western Europe 204 222 218 255 260 305 381 383 373 476

CO 15. North America 34 34 34 40 43 55 52 57 77 85

c_ ^ 16. Eastern Europe and USSR 105 123 147 182 176 167 211 308 483 479

x _~

__l __ 17 Rest of the World 52 62 78 89 90 164 146 144 158 180

18. TOTAL 395 441 477 566 569 691 790 892 1091 1220

Source -.Statistical Yearbook of the Socialist Federal Republic of Yugoslavia.
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pattern in favour of consumption was desirable up
to a point. This would seem to have been taking
place, to judge from the small percentage of growth
in investment and the change in the allocation of
the net income of the socialised sector, in which the

proportion of personal incomes rose from 32.9 per
cent in 1964 to 38.5 per cent in 1966.

The second aspect is the distribution of investment
funds among sectors and enterprises; one anomaly
in the previous economic structure would seem to

have been the existence of excess productive capa¬
city in some of the processing industries and insuf¬
ficient capacity in some of the basic industries. A
further aim of the price reform was to rectify this
situation by increasing the net income of these basic
industries and reducing that of the processing indus¬
tries.

This aim has not been fully realised, but there
are some signs of appreciable progress towards a more
rational allocation of resources. But here again, it
is not simply a question of allocation among major
sectors, but among enterprises and individual pro¬
ducts as well; there are no available yardsticks by
which to judge this aspect of the problem.

Furthermore, an allocation of investment resources

solely by means of the price mechanism would not
necessarily be the optimum and would have to be
adjusted by a mechanism that would enable accumn-

lable funds to be redistributed wherever prospects
of profitability were best. The considerable deve¬

lopment of the part played by the Yugoslav banking
system over the last four years is to some extent an
answer to this problem (Table 4). The Economic
and Development Review Committee regards this as
one of the most positive of recent achievements.

On the other hand, the conditions that gave rise
to Yugoslavia's problem of short-term overall equil¬
ibrium of the economy do not seem to have altered
significantly. In 1966, there was another sharp rise
in demand fostered by the over-rapid increase in
wages, which obliged the authorities to take firm
measures. The recent improvements in the machi¬
nery for controlling short-term trends, particularly
in regard to credit, will doubtless enable the develop¬
ment of aggregate demand to be regulated more
flexibly.

But it should be noted that the Yugoslav system
also includes a built-in factor of instability in that
enterprises are free to fix prices within the very
elastic limits dictated by national and international
competition. The experts take the view that income
formation in the Yugoslav system raises a permanent
problem for which a solution must be found without

compromising decentralisation and the self-manage¬
ment of enterprises; they find it difficult to see how
this could be done without linking, in one way or
another, the trend of wages to that of productivity.

In summing up their conclusions they stress that
it is both difficult and complex to assess the results
achieved to date by the reforms in the Yugoslav eco¬
nomic structure, but that the overall record would

4 - INSTITUTIONAL ALLOCATION

OF INVESTMENT RESOURCES
	 (Percentages)

] Government

Enterprises Other

Source :Statisticki Bilten Sluzbe Drustvenog Knjigovodstva 1967.
(1) 1st half-year.

seem to be positive. In their view, a better balance
between supply and demand has been achieved and
the excess liquidity in the economy has been elimi¬
nated. The balance of payments has been improved
and the system of foreign trade regulations has mov¬
ed towards liberalisation of transactions. Much pro¬
gress has been made in connection with the alloca¬

tion of investment funds, the operation of the bank¬
ing system and credit regulations. Belatively less
progress seems to have been made with regard to
prices. The Yugoslav authorities, they say," would
do well to take advantage of present trends and hasten
the joint liberalisation of prices and imports which
they have already begun.

The problem of controlling fluctuations in demand,
and especially the inflationary pressures that origin¬
ate in excessive increases in the nominal incomes
of enterprises and workers, still has to be resolved.
The improvement of credit regulation machinery
which has already taken place will doubtless enable
the Yugoslav authorities to tone down in future the
alternation of phases of over-expansion with restric¬
tions leading to recessions. But a more lasting solu¬
tion to the problem will probably involve reinforcing
the functioning of the economy by introducing into
the Yugoslav system of income determination a fac¬
tor which will keep the rise in wages within limits
consistent with the increase in real production.
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(left to right) : Mr. Pierre-Paul Schweitzer, Managing Director of IMF, the Hon. Eugene V. Rostow. Under Secretary of State lor Political Affairs, U.S.A., Mr. Jorma Vanamo
Secretary of State of the Ministry of Foreign Affairs, Finland, and Sir Denis Rickett. Treasury, UK.

STATEMENT BY

THE OECD

MINISTERIAL COUNCIL
(continued from page 4)

They instructed the Organisation to carry on with its
efforts to promote the adjustment of imbalances in the
external payments among Members and, in that context,
to give consideration to problems of interest rates.

Ministers had an exchange of views on other activities
of the Organisation and in particular stressed the urgent
need for continued international co-operation regarding

problems of air and water pollution, which are assuming
increasing importance.

Ministers noted with satisfaction the positive outcome

of the Kennedy Round negotiations, in particular in
the industrial field. They stressed the importance of
full implementation of the decisions there taken. Any
failure in this regard would endanger future liberalisation
of trade, which is one of the conditions for economic

growth of both developed and developing countries.

Ministers welcomed the progress made by the Special

Group set up to examine trade relations with developing
countries, in accordance with the directives given at their

meeting in November 1965 aimed at the formulation of
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constructive and concerted policies for encouraging

increased export earnings by those countries. The Group
set out a number of general considerations relating to
temporary special tariff treatment by developed countries
in favour of all developing countries.

Ministers agreed that the broad lines of the Group's
work should serve as a common basis for Delegations

of Member Governments at the Second United Nations

Conference on Trade and Development and in future

discussions of this matter.

Ministers underlined that the envisaged arrangements

should not imply the granting of reciprocal advantages by
developing countries to the exports of developed coun¬
tries.

Some important questions regarding the arrangements
for special tariff treatment remain open. Ministers in¬
structed the Organisation to continue to consider these
problems in the light of the views expressed by developing
countries.



Several Ministers stated that a key element in such

arrangements would be the phasing out, as rapidly as
possible, of existing preferences extended by some
developing countries to some developed countries. Other
Ministers could not share this view, and stressed that the

fundamental aim of the arrangements contemplated was

the granting of new advantages to the exports of deve¬
loping countries.

Ministers recognised the very large importance for
developing countries of their exports of primary products
which provide the bulk of their earnings and will continue
to do so for some time to come. They noted with interest

the work being done in this field by various bodies,
including the study to be undertaken by the Interna¬
tional Monetary Fund and the International Bank for
Reconstruction and Development.

Ministers noted that certain branches of world agricul¬

tural production appeared likely to expand in the years
ahead. They agreed that the relationship between supply
and commercial demand, bearing in mind the food needs

of developing countries, would warrant careful attention
and instructed the Organisation to consider how best to

approach these problems including the establishment of a
special group.

Ministers considered the report of the Secretary-

$;*_*_*_

{Above) : Mr. Hans Schaffner, Federal Counsellor, Head of the Federal Department
for State Economy, Switzerland, talks to Mr François Valéry, Head of the French
Delegation to OECD. (Left) : Mr. Raoul Prehisch. Secretary General of UNCTAD, is

greeted by Mr. Thorkil Kristensen, OECD Secretary General.

General on the food problem of developing countries in

which he examined the gap between food needs in these
countries and food availability from their domestic pro¬

duction, commercial imports and food aid. They in¬

structed the Organisation to pursue its work on the pro¬
posals contained in the Secretary- General's report.

The flow of public development aid increased slightly

in 1966 but private capital exports to developing countries
declined. An increase in the total flow of resources to

these countries seems to be taking place in 1967. Some

countries are now expanding their aid programmes; some

countries have fixed medium-term objectives for their

future increase. Notwithstanding these efforts, prospects

for the following years seem less favourable.

Moreover, the slow economic progress and the pros¬

pect of rapid increases in population in many developing
countries give reason for concern.

Ministers requested the Development Assistance Com¬

mittee to pursue its studies and efforts to increase the
volume and improve the quality and effectiveness of aid.

Ministers heard a statement by Dr. Prebisch the Secre¬

tary-General of UNCTAD. They agreed that Member
countries should make every effort to ensure the success
of the Second UNCTAD and should continue their

consultations in OECD to this end
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NEW OECD PUBLICATIONS
CAPITAL MARKETS STUDY
A new survey prepared, on the instructions of the OECD Council, by
the Organisation's Committee for Invisible Transactions, which
includes senior government economists and central bankers
acting in an individual expert capacity. For all interested in current
discussions on how to improve capital markets and financial sys¬
tems, and the facts behind these discussions, the Report provides
a valuable work of reference and a guide to governmental and
private capital market practice and policies in each of the OECD
Member countries.

The parts now published comprise :

THE GENERAL REPORT

300 pages .. £1.15s.0d. $6 F 24 SF 24 DM20
Foreword, summary and conclusions;
Needs for Finance;

Formation of Savings;
The Functioning of Financial Markets;
Links between National Financial Markets.

STATISTICAL ANNEX TO THE GENERAL

REPORT

180 pages £1.17s.6d. 14.50 F 18 SF 18 DM15
A comparative series of tables on inter alia :

Savings;
Inter-sectoral Flow-of- Funds;
Holdings of Financial Assets;
Enterprise Financing;
Security Issues.

STRUCTURE OF INTEREST RATES IN

SOME OECD COUNTRIES

128 pages .... 6s. $1. F 4 SF 4 DM3.30

(sent free of charge to subscribers to complete series)
Rates of interest paid to depositors and bond holders and charged

to borrowers in the main countries.

These will be followed shortly by three volumes containing indi¬
vidual country expert reports on respectively :

The Formation of Savings;
The Functioning of Financial Markets;
The Utilisation of Savings.

for each of the OECD Member countries covered by the survey.
Each 200 pages ll.4s.0d. %4 F 16 SF 16 DM 13.20

Subscription (including the working document
on the structure of interest rates) is at the
special price of: £5 $17 F 70 SF 64 DM58

ECONOMIC SURVEYS BYTHE OECD :

SOCIALIST FEDERAL REPUBLIC OF

YUGOSLAVIA ; BELGIUM-

LUXEMBOURG ECONOMIC UNION

Each issue : 5s.6d. $0.80 F 3 SF 3 DM 2.50

Whole series of21 booklets : £3.3s. $10 F 42 SF 42 DM 35

The Survey on Yugoslavia (which has special status in OECD
without being a full Member) is of special interest because of the
unique character of the Yugoslav economy, in which certain market
techniques and practices are being introduced into a socialist sys¬
tem. The survey discusses the introduction and application of these
institutional reforms, recent trends in the Yugoslav economy, and
an assessment of future prospects. Together with the Economic
Survey of the Belgium-Luxembourg Economic Union, it completes
the 1967 series of Economic Surveys by the OECD.

DEVELOPMENT ASSISTANCE

EFFORTS AND POLICIES :

1967 Rewiew

212 pages U.ls.Od. $3.50 F 14 SF 14 DM11.60

Each year the OECD Development Assistance Committee (DAC)
carries out an Aid Review during which each country is examined
as to its aid policies and performance. At the same time particular
aspects of development assistance are under discussion in a number
of specialised Working Parties. On the basis of this work a report
is drawn up and published.

THE FLOW OF FINANCIAL

RESOURCES TO LESS-DEVELOPED

COUNTRIES 1961-1965

240 pages 	 17s.6d. $3 F 12 SF 12 DM10

Supplementary to " Development Assistance Efforts and Policies ",
this survey covers the total flow of resources, official contributions
from OECD /DAC countries combined, private capital, official and
private flows in relation to national income, flows from multilateral
agencies, flows from non-OECD/DAC countries, the nature of
country programmes, the components of official bilateral assistance,
technical assistance, the financial terms of official assistance, and
the geographical distribution of financial flows.

THE OVERALL LEVEL AND

STRUCTURES OF R AND D EFFORTS
IN MEMBER COUNTRIES

68 pages 	9s.0d. $1.50 F 6 SF 6 DM 5

As part of the International Statistical Year decided upon by the
Interim Committee of the Ministerial Meeting on Science organised
by OECD, a study has been carried out of resources devoted to re¬
search and development (R and D) in OECD Member countries.
This, the first of a series of reports to be published on this subject,
attempts to identify the scale and sector of R and D efforts and to
make significant comparison between Member countries.

POLICY CONFERENCE ON HIGHLY

QUALIFIED MANPOWER

362 pages . £1.7s.6d. $4.50 F 18 SF 18 DM15

Study of the provision and utilisation of highly qualified scientific
and technical manpower has been a major concern of OECD. The
report now published covers the work of a conference of experts
on this subject, with summaries of the papers presented and the
group reports to which they led.

OTHER NEW OECD PUBLICATIONS

In the " EMPLOYMENT OF SPECIAL GROUPS " Series
No. 3 COUNSELLING FOR SPECIAL GROUPS
120 pages	 I7s.6d. $2.50 F 10 SF 10 DM 8.30

VOCATIONAL EDUCATION

184 pages	 19s. $3.20 F 13 SF 3 DM 10.80

URBAN WORKER MOBILITY

230 pages	 ILl.2s.6d. $3.20 F 13 SF 13 DM 10.80

MANPOWER AND SOCIAL POLICY IN THE NETHERLANDS
304 pages	 £1.7s.6d. $4.80 F 19 SF 19 DM 15.80

In the " DEVELOPING JOB OPPORTUNITIES " Series

No. 4 REDUCING SEASONAL UNEMPLOYMENT IN THE
CONSTRUCTION INDUSTRY

264 pages	 £1.15s.0d. $6 F 24 SF 24 DM20

ROAD SAFETY RESEARCH : ALCOHOL AND DRUGS
52 pages	 9s. $1.20 F 5 SF 5 DM 4.20

RESEARCH ON CRASH BARRIERS

64 pages	 9s. $1.20 F 5 SF 5 DM4.20
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