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STATEMENT BY THE

MINISTERS OF AGRICULTURE

OF OECD

T
g he Committee for Agriculture of the OECD met at

Ministerial level on 28th-29th November, 1968
under the chairmanship of Mr H. Hocher! (F.R. of Germany).
Mr H.A. Olson (Canada) and Mr A. Diaz-Ambrona (Spain)
were elected vice-chairmen of the meeting.

The discussion focussed on the outlook and problems
of agriculture in OECD countries on the basis of Reports
prepared by the Organisation. More particularly. Ministers
considered the market situation for major commodities,
in the light of current problems and the outlook for the
coming years; they also discussed the longer-term prob¬
lems of the balance of supply and demand for agricul¬
tural products generally. The role of agriculture in the
economic growth of the Southern European Member
countries was also discussed.

The agricultural sector is passing through a highly

dynamic phase : technological progress is rapid, methods
of production are constantly being rationalised, farm
structures are evolving and the decline in farm employment
is being offset by increased use of capital. The farm popu¬
lation thus finds itself having to undergofar-reaching adjust¬
ments, which often give rise to difficult social problems.
In spite of these adjustments, the problem of low farm
incomes is far from being solved.

Ministers noted also that production of many important
foodstuffs has been expanding faster than outlets in most
OECD countries, even taking into account the shipments to
other regions of the world. Serious market disequilibria,
with in some cases competitive export subsidisation and
accumulation of surplus stocks, have occurred and the
prospects for overcoming these problems are not easy to
assess. (continued on page 4)



The Honourable Orville L. Freeman, Secretary of Agriculture, USA,

and M. Shunichi Oguchi, Vice-Minister of Agriculture and Forestry,
Japan

With this deterioration of the international market, the

cost of support mechanisms to maintain prices on the
domestic market is increasing and in some cases at an
accelerated rate. Even with this additional expenditure on

agricultural support, farm incomes have generally not
improved sufficiently in relation to those in other sectors,
and income disparities within agriculture remain wide.

The increase in production beyond market requirements
is not only due to technological progress, but is also a
consequence of price support systems, very often involv¬
ing support at relatively high prices and especially support
granted unselectively to all producers. The tendency
towards over-production has given rise to widespread use
of export aids and an intensification of import restrictions,
while recently there has also been increasing resort to
such measures as consumer subsidies and denaturation.

Countries which are largely dependent on exports of
agricultural produce are liable to encounter particular
difficulties and to find themselves bearing a relatively
heavy burden in the necessary adjustments,

Ministers recognised that the present situation is not
due to temporary factors, but that on the contrary it is the
consequence of basic factors at work. They noted that
there is a growing need to adjust policies to the market
situation both at home and abroad, in order to bring pro
duction and market outlets into alignment. They further
noted that if appropriate measures are not taken in the near
future, the imbalances are likely to grow to such an
extent that the problems will be even more difficult to
solve after the next five to ten years, even allowing for
increased shipments to other parts of the world,

It has become evident that the need for increased farm

incomes cannot be solved simply through intensifying and
expanding output It was generally pointed out that in
pursuing the improvement of farm incomes it would be
desirable for governments to intensify rather their expen¬
diture on measures promoting basic structural change,
which would make it possible to diminish progressively
the importance of price support. The reduction of the

farm population together with the move to fewer but lar¬
ger farms, must continue at the fastest rate consistent
with the social, demographic and economic conditions of
a country. These adjustments can be facilitated by
policies that distinguish between the needs of the small -
non-viable holdings and those of farms that can be run on
modern commercial lines. If there should be obstacles to

the reduction in the number of people dependent on agri¬
culture it is likely that the income situation of agriculture
wouSd deteriorate

Such policies will contribute to a solution of the farm
income problem, but will not help significantly in adjust¬
ing production during the near future. Yet it has already
been found necessary to control the growth of output of
some major commodities and to adjust the overall pattern
of agricultural production. Measures such as land retire¬
ment, the limitation of price guarantees to specified
quantities, or direct restriction of quantities supplied have
been applied already in some cases, Similar or other
measures are needed. If such policies are to succeed at
national level and if further imbalances and difficulties on

international markets are to be avoided, it is important for
countries not to act in isolation but for each country to

share in the development and implementation of construc¬
tive policies and to participate in consultations at an
international level which will help countries concerned to
take effective measures.

Ministers stressed the specific importance of agriculture
in the development of Southern European Member
countries. The growth of the agricultural sector and its
progressive integration into the national sector constitute
the essential objective and need to be promoted through
appropriate action. But these countries have to face the
same two main problems as the other countries : to adjust
supply and demand, and to improve structures, productivity
and incomes. In the first place, trends in domestic
demand require basic changes in the pattern of production
in most countries, e.g. a relative decrease in bread grains
and increase in forage and livestock production; further,
difficulties may arise due to the saturation of the markets
for their traditional product, and in some cases to the
import restrictions imposed by importing countries. In
the second place, though improvements in farm productivity
and incomes depend largely on a transfer of labour to
other sectors and thus on the capacity of these sectors
to absorb this manpower, much can be done within the
agricultural sector to develop the infrastructure, improve
technical standards, create better farm structures (the
development of co-operation and group farming offers
interesting possibilities in this respect), develop better
marketing channels, etc. Government initiative and
financial support, involving where appropriate foreign aid,
play a decisive role in this connection,

Conscious of the need to meet the expectations of
farmers and to integrate agriculture more closely in the
economy and of the need for orderly conditions on inter¬
national markets. Ministers were unanimous in stressing
the urgency of adjusting policies in the light of current and
prospective problems. They emphasised the need for
better co-ordination and consultation in the appropriate
international " fora " regarding production and trade policies
and in particular the importance of investigating jointly
new approaches to the problems of agriculture, both at
national and international level. They gave further guid¬
ance for the work within the OECD to deal with these
matters.



AGRICULTURAL

POLICIES RECONSIDERED
Introductory statement by Thorkil Kristensen,

Secretary-General of OECD,

at the meeting of Ministers of Agriculture of Member countries.

" We need to have a new loo^ at nearly all
the measures ta^en to help agriculture. '

It is very appropriate for the Ministers of Agricul¬
ture to come together at this moment. Difficul¬

ties that we have known for some years have become
particularly acute in recent months. Growing surpluses
of some agricultural products have been accumulated and
the prospects are for increasing surpluses of important
products in the years to come.

The report on the long term projections seems to
demonstrate that if present policies are continued, very
large surpluses will develop, in particular in the field of
cereals if we take the OECD area as a whole. In the

fields of dairy products and of some fruits and vege¬
tables, it can be seen that on the medium term outlook

important surpluses already exist here, or are likely to
come into being in the near future. It is therefore high
time to reconsider agricultural policies if we are to avoid
a dangerous development.

This is not to say that nothing has been done to
tackle the difficult problems of agriculture. On the
contrary, we all know that the subject has been given
serious consideration in most countries and a number of

measures have been taken which should help to im¬
prove structures in agriculture and thereby pave the way
for a more healthy development of markets. The
average size of farms is increasing in most countries and
modern equipment is being introduced so that many
farms represent a much higher level of productivity
than a few years ago.

However, prices have not been determined by the
market conditions. They have to a very a large extent
been the result of complicated political and social
considerations and this is why the prices guaranteed to
farmers in most countries are so high that they are lead¬
ing to a production which outruns demand if we think

of the OECD area as a whole. This, of course, cannot

go on and there is no hope that the reduction of the
number of persons working in agriculture and in par¬
ticular the reduction of the number of small farms will

influence production to such an extent that the market
will be brought to anything near equilibrium.

The three causes ofdifficulty

Why has the situation in agriculture been so difficult
for many years ?

There are three main reasons for that, the first being
that agriculture is a relatively declining sector in all
modern economies. With a rise in incomes, the part of
our money spent on food becomes smaller and smaller
and therefore the total demand for food rises more

slowly than the demand for many other things.
Furthermore, only part of the food budget repre¬
sents incomes that go to farmers; another part of
our food expenditure goes to the means of production
in agriculture, such as fertilisers, machinery and so on.
A third part of the budget for food is represented by
transportation and processing of the food products after
they have left the farm. In fact, that part of the food
budget which is represented by the farmers' own contri¬
bution is on the whole declining. Therefore, it is not
astonishing that farming as such represents a declining
part of the economy as a whole.

In the first stages, this only means that the agricultural
population grows more slowly than the rest of the popu¬
lation. However, we have now reached a stage where
the number of people working in agriculture goes down
rapidly in all highly industrialised countries and also the



number of farm enterprises is being reduced. This, of
course, is not easily accepted by those who belong to the
agricultural sector, which is the oldest part of all our
societies.

There is a second reason for the present difficulties.
Paradoxically enough, rapid technical progress has led to
a lack of harmony. Big farm enterprises which can
apply the most modern techniques and use expensive
equipment have a great advantage over the small farms,
particularly in mountainous or other difficult areas.
Therefore, prices that would be high enough for the big
modernised farms would not give the small farmers a
decent living. This is why the price policy for agriculture
has represented not only an economic but also a social
problem.

There is a third difficulty which stems from the fact
that agriculture is a sector with many producers living
in many different countries. Therefore, none of them
is big enough to influence the market situation or deter¬
mine their own prices, which is the privilege of many big
enterprises in industry and other lines of production.
To the extent that the market situation is influenced by

government policies, the difficulties are increased by the
fact that the policies of various governments often
counteract one another.

There are other sectors that have known one or

other of the difficulties I have mentioned.

However, agriculture has known all of them; and for
quite a long period. This is why it has been a matter
for concern and governments have felt forced to take
many measures that may have been helpful when they
were introduced, but which have gradually brought us
to a point where the situation is becoming very compli¬
cated and very dangerous.

The present situation can briefly be described as
follows. In the last few years, a number of measures
have been taken which will contribute to an improvement
of the structure of agriculture in most countries. This
is to be welcomed, but at the same time, the main element

in agricultural policies in virtually all OECD countries
has remained price support in one way or another.
Prices of agricultural products in the national markets
have been guaranteed at often very high levels and this
is why production has been encouraged often very
strongly. Therefore, we are getting the surpluses that
I have mentioned.

There is in these policies a tragic paradox. The big
farms with modernised equipment do not need these
high prices. They are maintained in order to help the
small farmers who often have very disappointing
incomes. However, the paradox is that the big farmers
are helped much more by high prices than are the small
farmers. If a big farmer produces ten times as much as
a small farmer, he will obviously gain ten times as much
from a certain increase in the guaranteed prices, and
that is what has happened in so many countries in the

post-war period.

I do not think it is sufficiently realised by the public
to what extent the existing price support policies favour
the big farmers, who often do not need them compared

with the small farmers whose situation is not improved
substantially by price increases because their production
is so small.

This means that not only have the existing price sup¬
port policies induced farmers, and in particular, the big
farmers, to produce too much, they have also been a
failure socially because we are helping the wrong people.
It is therefore high time to reconsider these policies.

Possibilitiesfor action

Now what can be done ? In fact, we need to have a

new look at nearly all the measures taken to help
agriculture.

First, there is a need to pursue energetically the poli¬
cies for structural change. In order to increase produc¬
tion per man in agriculture so that incomes can become
higher, the number of people working in this sector has
to be further reduced. The average size of farm
enterprises has to be increased, often very much.

Though it must be added that in some cases a specia¬
lised production on a large scale can take place on a
farm that is small in area. The production of chicken is
a case in point.

However, as I have already mentioned, we cannot
expect that these structural improvements can be
accomplished so quickly that they can by this bring the
markets into equilibrium. In fact, if small farms are
replaced by bigger ones which are more efficient, pro¬
duction may even increase in some cases if the prices re¬
main as they are. Other changes in policy are therefore
required to bring the markets back to equilibrium.

The first question to ask in this respect is whether it is
possible to increase demand for agricultural products.
Here a distinction should be made between demand at

home and demand abroad, in particular in the develop¬
ing countries.

Concerning demand at home, there is no doubt that
the consumption of a number of high quality food pro¬
ducts in many member countries would be bigger if
prices were lower. I know that in some countries govern¬
ment support is given in order to give consumers or
some groups of consumers food at prices that are lower
than they would normally be in view of the prices paid
to farmers. In a more general way, it is an important
consideration that lower prices will not only influence
production but also consumption. In fact, what would
happen in a relatively free market if there were a surplus
is that prices would fall and this would both increase
consumption and reduce production so as to bring
about a more equilibrated situation.

Concerning food consumption in developing coun¬
tries, we all know that it is often very insufficient both in
quantity and in quality. The prospects are that demand
in developing countries as a whole will increase faster
than supply in the foreseeable future and this would in
particular be so if the poor countries did not suffer from
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the shortage of foreign exchange that so often hampers
their economic growth.

This is why food aid has come to play a substantial
role over the last ten to fifteen years. We in the OECD
are examining the question of rational food aid
policies. According to FAO projections, the market in
these countries not only for cereals but also for dairy
products could expand rather rapidly if certain condi¬
tions were fulfilled, and one of these conditions would be

that foreign exchange were available. We should exam¬
ine in a more systematic way in collaboration with
FAO and the World Food Programme how this impor¬
tant question can best be handled. I do think that it is
possible to provide a somewhat larger flow of aid to
the poor nations and at the same time improve to some
extent the market situation for some agricultural
products.

However, the possibilities in this field are limited.
We must not, of course, spoil the market in the develop¬
ing countries for their own farmers who are as a rule
very poor. Therefore, we cannot escape the question of
how to adjust our own production of a number of agri¬
cultural products to demand better than we have done
in the past. This is not an easy task but it is becoming
more and more urgent.

Production can be influenced through price policies
and through direct regulation in one way or another.
Concerning prices, it is obvious that they are now too
high in many countries to bring about market equili¬
brium. We all know that it is politically and socially a
delicate question to discuss, but we cannot escape it.
In this respect, may I recall what I have said about the
difference between small and big farmers. It is, of
course, not true that incomes are bad for all farmers.

There is no doubt that many big farmers with modern
equipment have excellent incomes and they could very
well go on with lower prices. The problem is how
could we make prices more realistic without doing harm
to the small farmers.

There are in principle two possibilities : one is to
reduce prices, but only for farms bigger than a certain
minimum size. The small farmers would then go on
having fairly high prices, maybe however with certain
limitations on the quantities for which these high prices
would be paid and maybe with a time limit.

The other possibility would be to reduce prices for all
farmers but then give the small farmers compensation
through other means. As is well known, there are
various means that could be considered in this connec¬

tion, for example, old age pensions obtained earlier than
usual if you retired from a farm, retraining people for
non-agricultural activities and so on. I need not go
into detail.

To adjust production through more realistic prices is,
of course, not the only way out. Another possibility is
direct regulation of production in one way or another.
The most well known measure taken in this field is the

limitation of areas under certain crops, but there can of
course be others. Again, it is not necessary for me to go
into details. Whether prices or direct regulations are

used, the question of compensation should not automa¬
tically be treated in the same way for the big farmers and
for the small ones.

Needfor co-operation

There is another consideration that I would like

to make and it is a very important one. It is that what
we need in this field is concerted action by as many govern¬
ments as possible. Not only can we learn from one
another's experiences, particularly in the field ofmeasures
to improve structures in agriculture, it will also be
necessary to bring supply and demand into better
equilibrium.

It is evident that, if one country alone took measures to
reduce the growth of its production, it would thereby
give up some of its position in the market for the pro¬
ducts in question if other countries are not taking similar
action at the same time. Therefore, one cannot expect
individual countries to take courageous steps in this
direction unless they have a certain guarantee that others
will do the same.

We had a similar experience during the liberalisation
of European trade after the war. It would be danger¬
ous for one country to liberalise in isolation because
then its imports would increase and there might be a
balance of payments difficulty. However, as it was
decided in the OEEC that liberalisation would go on in
all Member countries at the same time, this danger was
reduced because not only would imports increase, but
exports of the individual countries would also increase
because of the liberalisation of other countries' imports.

It is something similar that we now need in agriculture.
It will be much easier for the individual country to take
measures that bring us closer to market equilibrium if
other countries do it at the same time and it should be

the main purpose of the work in the OECD in the near
future to bring such co-ordinated action into being
through our consultations.

It can be a question of harmonisation of policies
concerning production and prices and of those concern¬
ing structural change. It can also be a question of
international agreement concerning the conditions of
trade as we have seen it in a few cases such as the Interna¬

tional Wheat Agreement, the agreement concerning
milk powder and the agreement between the United
Kingdom and the exporters of bacon to the British
market.

I will therefore strongly suggest that the Committee
for Agriculture of the OECD should be asked to ini¬
tiate a serious discussion of the policy implications of
the present prospects. I would hope that Ministers can
give some guidance to the Committee with a view to
discussions to come, and I hope that representatives of
the various countries in the Committee will be given
such support by their governments that we can now
begin to tackle these very important problems in a
realistic way.



IMPROVED STATISTICS
A First Stop in Preventing Prol
In most countries it is impossible, owing to the way unemployment statistics are collected and

presented, to distinguish between workers who have just lost their jobs but will quicMy find
another and those who have been out of work for a long time. Thus people having special

employment problems may be "found" only when they are forced to apply for public assis¬

tance, and then it may be too late : discouragement and the stigma associated with prolonged

unemployment ma,\e it difficult for them to be reintegrated into the productive mechanism.

Despite the generally high level of growth in
OECD countries since the war, some coun¬

tries have had a visible long-term unemployment
problem. Thus in the United States from 1958 to
1965 more than half a million people (on average) were
unemployed for more than six months at the time
that labour force surveys were taken, and in one year
the figure reached 800,000 or about one per cent of the
labour force. Now the number has considerably dimi¬
nished, but the problem of the hard-core unemployed
still has top priority in US manpower policy. The
same is true of Belgium where structural change has
been particularly rapid. Ireland and Canada, Aus¬
tria and the United Kingdom have also been concern¬
ed about the long-term unemployed, though mainly as
part of another problem - - that of depressed areas.

For most of the other countries the main concern

during the 1950's and '60's has been with labour
shortages, but the recent employment recession has
brought the problem of prolonged unemployment
to light again.

For many of those who appear as unemployed
in official surveys of joblessness, the experience is a
transitional one which has relatively little impact
on their economic and social situation; in most coun¬

tries the unemployed are supported, at least to some
extent, by public insurance, supplemented in some
cases by company-financed benefits or separation
allowances.

But those who are unable to find a job for many
weeks or months may be profoundly affected, not
only financially but psychologically as well : em¬
ployers' attitudes may aggravate the problem so
that the longer a man is unemployed, the harder it is
for him to find a job. When he does find one, it
may have lower pay and less job security than the
last and hence expose him to further unemployment
and to a spiral of what Adrian Sin field calls " down¬
ward displacement ". Hence the importance of
measures to prevent extended unemployment as

well as to rehabilitate those who have already expe¬
rienced it.

For both types of policy measures, the first requi¬
rement is information, not only about those who
remain unemployed but about those who succeed in
finding jobs, for the impact of joblessness on the
future work life of an individual is not always imme¬
diately evident.

The Invisible Unemployed
At present only a few governments collect regular

and detailed information about the long-term unem¬
ployed. A substantial number of countries do not
make any breakdown of unemployment by duration
or do so only sporadically. But even in countries
where it is known how long the jobless have been out
of work, there is reason to think that the number of

long-term unemployed may be underestimated.

Many governments base their unemployment sta¬
tistics on insurance coverage with the result that men
and women who have exhausted their benefits sim¬

ply disappear from the ranks of the unemployed,
though they are the most likely to have pressing
financial problems and to be in need of government
help in retraining and rehabilitation. Belgium is
the only country of the ten surveyed where unem¬
ployment benefits are of unlimited duration jand
hence the only one in which statistics based on insu¬
rance accurately reflect the volume of long-term
unemployment (1). What they show is that during
the last five years between two-thirds and three-
fourths of the registered unemployed have been
without jobs for six months or more.

Another group which may not show up in official
statistics is the " dropout" from the labour force

men of working age who have become discouraged
or alienated and are no longer looking for work. It
has been observed that the rate of " non-participa-
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ON UNEMPLOYMENT:
onged Joblessness and Poverty

This is one of the main conclusions reached by Adrian Sinfield, Professor of Sociology at

Essex University, the UK, in a recently published study " The hong Term Unemployed",

made at the request of OECD's Manpower and Social Affairs Committee. Exploration of

the problems ofthis and other disadvantaged groups is being carriedfurther in the Com¬

mittee's current programme.

tion" in the labour force tends to be higher in dis¬
tricts where unemployment is high. This probably
reflects some degree of invisible unemployment.

Considerable effort has been made during the
last two years by the US manpower authorities to
" find " the invisible unemployed. Since US figures
on the jobless are based on population surveys
rather than unemployment insurance rosters, they
do not exclude, in principle at least, those who have
exhausted their unemployment benefits, but the
Department of Labour feels that others are left out
who should be counted in if the figures are to indi¬
cate the number of people having serious employment
problems.

New Indices of Measurement

One experiment, carried out in city slums, where
the problems of joblessness and poverty become
almost indistinguishable, is the construction of a
' subemployment index " which includes not
only the unemployed as conventionally defined, but
all others whose potentialities are not being fully
utilised. In this index, allowance is made for the

labour force dropouts and for other groups as well:
men who are known to be present but could not be
located by the survey, part-timers who would like
to have a full-time job and workers earning sub¬
standard wages (the definition is less than $ 60 a
week for a male head of household.). The discre¬
pancy between subemployment as measured by this
index and the conventional unemployment rate is
striking (see chart).

Another approach adopted has been to measure
the unemployment experience of a group of workers
over the entire course of a year rather than at a
single moment in time. This analysis is based on
the observation that some workers have marginal
jobs with so little security that, although they have

working spells, they are out of a job a good part of
the time.

This index too is in marked contrast with the

conventional unemployment rate: the number of
men with 15-26 weeks of joblessness is six times as
high by this count as with the usual method, and for
those with longer periods of unemployment it is three
times as high.

Analysing the Causes
A few countries collect information not only on

the extent of long-term unemployment but also on
the characteristics of the unemployed location,
age, sex, marital status, education, occupation,
industry and, in the US, colour. These enable Pro¬
fessor Sinfield to put forward certain hypotheses
about the economic and social factors involved, at
least in those countries where such information is

available Canada, the United Kingdom and the
United States.

The statistics show, first of all, that the nature and

incidence of long-term unemployment are very diffe¬
rent in times of high overall unemployment and at
times when unemployment is low. When unem¬
ployment rises, so with a lag does the number
of long-term jobless. When economic conditions
improve, the young, more highly skilled people find
jobs again, leaving a hard core of unemployed who
find it increasingly difficult to get jobs and are parti¬
cularly vulnerable to extended joblessness. Pro¬
fessor Sinfield suggests that there are probably several

(1) Ireland's unemployment insurance is unlimited
for workers 65 - 70. In other countries the period of
eligibility ranges from 30 weeks (Norway and Sweden)
to a year (Canada under certain circumstances and the
UK for a flat rate benefit, an income-tied supplement
being limited to six months).



THE SUBEMPLOYMENT INDEX

An Experimental Extension

of Unemployment Statistics

Unemployment and Subemployment
in 10 Slum Areas of the US

Boston

Bedford-Stuyvesant (New York City)

10 20 30 40 50

Percent of total number who are or should be workers

Components of sub-employment

Unemployment

Part-time work

Subminimum earnings

Nonparticipation in
labor force (able-bodied
adult men only

Undercount of adult
men

Source : US Department of Labor.

characteristics linked to long-term unemployment
in such a way that possession of more than one of
them sharply increases the risk of being without a
job over long periods. A similar phenomenon has
been found in a study of poverty in the US (1) : for
9 of 14 poverty-linked characteristics, possession
doubled the likelihood of abject poverty. In the
case of unemployment such traits might be : over 55
years old, disability, low-skill level, low educational
attainment and residence in a depressed area.
Another group of linked characteristics might be :
non-white, under 25 years of age, rural farm or
urban slum residence, and seasonal occupation.
Bather than analysing information on the long-
term unemployed according to a single trait, it

would be more fruitful in revealing the nature of the
problem to use multivariate analysis, Professor
Sinfield suggests.

But if the complexities of long-term unem¬
ployment are to be fully understood, other types of
information and analysis are necessary. Is em¬
ployment in certain occupations and certain indus¬
tries more likely to produce unemployment than in
others? To what extent is unemployment self
reinforcing? A recent study by B. F. Fowler of
Britain's Department of Employment and Produc¬
tivity (2), found that the longer a person has been on
the register of the unemployed, the longer he can
expect to remain on it and the less his chances of
getting off. Is this related to the personal charac¬
teristics of the unemployed themselves, or is it
simply the result of social attitudes on the part of
others? What is the role of such institutional factors

as " recall rights " in causing long-term joblessness?
Do a significant number of people prefer to remain
unemployed in a declining industry rather than
taking a job where salary levels may be lower? To
what extent does the way in which a man loses his
job plant shutdown, firing, quitting, etc. affect
the duration of his unemployment? Is someone wiio
has been in the same job for many years more likely
to be susceptible to prolonged joblessness than
someone who has changed jobs several times during
the course of his life?

Such questions are relevant in formulating the
complex of policies necessary for reducing vulnera¬
bility to unemployment payment of insurance, the
reorientation of public assistance, measures for
retraining and relocation and the creation of infor¬
mation programmes. To answer them, further re¬
search is necessary. It would, for example, be
useful, Professor Sinfield suggests, to study the
work histories of a number of people over a long pe¬
riod of time to see what experiences in the life of
someone who is not obviously a candidate for pro¬
longed unemployment lead to his becoming one.
Such a study would be useful even if the sample
were small and covered only a few areas. For many
governments even the most fundamental elements
of analysis are not available.

Statistical information and analysis are a necessary
part of any government policy but would be parti¬
cularly helpful in the case of the long-term unem¬
ployed because there is a tendency for the missing
knowledge to be replaced by preconception and even
prejudice : in interviews with employers and em¬
ployment officers in nine countries, Professor Sin¬
field often came up against the point of view, implicit
or explicit, that " the long-term unemployed are
alcoholics " or that they are " unemployables ".
In the absence of facts, such beliefs tend to become

self-fulfilling prophecy.

(1) Oscar Ornati, Poverty and Affluence, The
Twentieth Century Fund. New York, 1966.

(2) Mr. R. F. Fowler, " Duration of Unemployment
on the Register of the Wholly Unemployed ", Depart¬
ment of Employment and Productivity, HMSO, UK.
The problem was studied by setting up a stationary
register of the unemployed, similar to an actuarial life
table.
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IECASTS OF GOODS

ISPORT DEMAND

UP T0 1975

The European Conference of Ministers of Transport (ECMT) has

made a study of the future development of goods traffic to provide

the data needed for investment policy planning. The aim was to

indicate the likely changes in pattern by highlighting the trends in

each form of transport. Some of the findings of the study are given
below.

genuine time series, either because
they omit certain important activities,
such as transport for own account
or short-distance hauls, or because

they give no detailed information on
the pattern of road transport by cate¬
gories of goods, and no breakdown
by transit, domestic and international
traffic. The statistics for other forms

of transport are considered to be gene¬
rally more satisfactory, in particular
those for the railways.

An outline of rail traffic prospects in
terms of yearly average percentage
increases up to 1 975 (Table 1 ) shows
a fairly big difference in the rate of
growth in each country. A yearly
increase of 3 per cent or more is fore¬
cast is some countries whereas in

others, particularly Germany, Belgium,
Luxembourg and Portugal, the increase
is expected to be very small, ranging
from 0.2 to 1 .6 per cent.

The estimated yearly average growth
rates should be compared with those
for the period 1957 to 1965, taken
from an ECMT report on the financial
situation of the railways. It will be
seen that the four countries which

formerly had the highest rate of
growth, that is to say Greece, Yugo¬
slavia, Sweden and Switzerland ex¬

pect to see a slackening off in growth

(1 ) Germany, Belgium, Spain, France,
Greece, Ireland, Italy, Luxembourg,
Norway, Portugal, United Kingdom,
Sweden, Switzerland and Yugoslavia.

The experts expect the
overall increase in goods
traffic in fourteen coun¬

tries which took part in
the ECMT study (1) to vary consi¬
derably from 1960 to 1975; from
roughly 60 to 380 per cent,
according to the country. It is likely
to be lower than the increase in gene¬
ral economic activity and this suggests
a long-term change in the pattern.
The steady decline in the railways'
position in the transport market over
the last ten years seems likely to
continue at the same rate until 1975.

Road haulage and pipelines will prob¬
ably benefit most from expansion of
the transport market, while inland
waterway transport is likely to hold its
own.

The authors of the study make it
clear from the start that the basic sta¬

tistics available are inadequate. This
is especially true for road transport,
as in most countries the figures suppli¬
ed come from isolated surveys. They
cannot be used as a basis for a

1. GROWTH OF RAIL FREIGHT TRAFFIC

(ton-km)

Yearly average rate of growth

Country
Period Forecast

Average for
1957-1965

Greece 1965-1975 6.9 + 8.3

Yugoslavia 1965,1970 3.8 + 4.6
Sweden 1964-1970 3.7 + 4.6
Ireland 1965-1975 3.6

Italy 1965-1975 2.8 + 1.2
France 1960-1975 1.7 to 3.9 + 2.3
Switzerland 1965-1975 2.3 + 5.2

Spain 1965-1975 1.9 + 0.3

Germany 1960-1975 1.6 + 0.8

Portugal 1962-1975 0.1 to 1.2 0.3

Belgium 1965-1975 0.5 + 0.3

Luxembourg 1960-1975 0.2 0.3

Countries listed in decreasing order of forecast growth rate.
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GROWTH OF ROAD FREIGHT TRANSPORT

(ton-km)

Forecast Previous situation

Country Yearly Yearly

Period
average

rate of

growth

Period average

rate of

growth

1 . Yugoslavia 1965-1970 15.0 1960-1965 24.3

2. Sweden 1964-1970 8.3 1960-1964 9.8

3. Portugal 1962-1975 7.7 to 8.1 1955-1962 7.9

4. Spain 1965-1975 7.9 1961-1965 12.4

5. Switzerland 1965-1975 5.5

6. France 1960-1975 3.0 to 6.4
'

7. Germany 1965-1975 3.3 1955-1965 6.7

of which :

long-distance hauls 2.2 6.9

short-distance hauls 4.6 6.4

8. Belgium 1965-1975 3.2 1955-1965 4.3

Countries listed in decreasing order of forecast growth rate.

3. FREIGHT TRAFFIC GROWTH FOR INLAND

WATERWAYS AND OIL PIPE LINES

(ton-km)

Country Period

Yearly average rate of growth

Inland

waterways.
Pipe lines

Germany
Belgium
France

Sweden

Switzerland

Yugoslavia

1960-1975

1965-1975

1960-1975

1960-1970

1965-1975

1965-1970

2.4

2.6

2.0 to 4.3

3.2

1.8

13.0

10.6 (1)

28.1 to 44.3

31.4 (2)

(1) Average 1960-1970 : 14.0 per cent; 1970-1975 - 4.0 per cent
(2) Average 1965- 1970 : 60.6 per cent; 7970 to 1975 : 7.5 per cent

in the future. On the other hand, the

growth rate is expected to rise fairly
sharply in all the other countries.
The experts consider that rail traffic
growth rates in the various countries
are likely to be more closely in line
than in the past, since countries with

above average rates expect to see a
decline and those with below average
rates, an increase in the yearly growth
of rail freight transport.

As regards road goods transport

(Table 2), the yearly increase forecast
is higher in the eight countries for

which statistics are available. Spain,
Portugal, Sweden and Yugoslavia
forecast increases of as much as 8 to

15 per cent. For the eight countries
combined growth forecasts for road
transport are substantially higher than
for rail traffic.

Nevertheless, the rate of growth
for road goods traffic would seem
likely to be rather slower than over the

past five or ten years. This suggests
if not a levelling-off, at least a some¬
what less dynamic growth than in
earlier days.

pwr-ac

To speed up goods transport, British Rail

The German figures are particularly
interesting. Although long-distance
hauls greatly contributed to the overall
development of road transport in the
past, they are expected to increase far
less than short-distance hauls in the

future : 2.2 per cent as against 4.6 per
cent.

The rates of growth forecast for
inland waterway traffic (Table 3) show
little variation for five out of six of the

countries supplying statistics ; Yugo¬
slavia is the only one showing a very
high rate of growth. Generally speak¬
ing growth rates for inland water¬
ways come between those for rail and
road transport, except for Sweden and
Switzerland where according to the
forecasts for inland water transport the

growth rate is likely to be slower than
for the other forms of transport. It
should be noted that the rate shown

for Switzerland covers only traffic on
the lakes and not shipping on the
Rhine or traffic through the two Basle

ports, for which only figures for tons
loaded and unloaded are available.

The rates of growth for oil pipeline
transport are very high, first because
this form of transport was on a relati¬
vely small scale at the beginning of the
period considered, and second, be¬

cause of the big increase in traffic

expected as a result of the new pipe-
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ways have introduced freightliner trains

lines to be brought into service up to
1975.

The forecasts for Germany and
Switzerland show the annual growth
rate reaching its highest point before
1970 (14 and 60.6 per cent respect¬
ively), and then starting to decline,
before levelling out at 4 per cent and

7.5 per cent respectively.
The ECMT has already made a fore¬

casting study of passenger trans¬
port (1) and has tried, subject to a
number of reservations of both form

and substance, to compare the fore¬
casts for passengers and freight. As
regards the substance, the two sectors

cover different categories of demand
each with its own motivation and

economic background. This means
comparing somewhat heterogeneous
elements, ranging from activities as
varied as inland navigation, coastal
shipping and pipelines on the one
hand to international aviation on the

other. A confrontation of this kind

must be regarded more as a juxtaposi¬
tion than a genuine synthesis.

As a regards the form, different units

are used to measure passenger and

goods traffic so that there are only two
ways of comparing them : either by
taking the number of vehicle km for
each category of vehicle in the two

sectors, so as to get some idea of the

density of traffic, and the distribution

of infrastructure utilisation; or and

this was the method chosen by
comparing the general trend of de¬

mand for the two sectors using average
percentage increases or indices.

To ensure maximum comparability,
Tables 4 and 5 first give the growth
rates for goods and passenger trans¬
port separately for rail and road, i.e.

the two forms of general purpose
transport in which the two types of
traffic are of roughly equal weight.
The corresponding figures though
not always for the same period are
given for nine countries in Table 4 and
for seven countries in Table 5.

As the figures show, rates of

growth for rail traffic are of roughly

the same order of magnitude for
goods and passengers, with a few ex¬
ceptions, for instance, faster growth
of passenger traffic in Belgium and
Portugal and faster growth of goods
traffic in Italy, Sweden, Switzerland
and Yugoslavia.

In the case of the railways there
is no clear trend in favour of one or the

other type of traffic. However, Table

5 shows that in road transport the
rate of growth is slightly higher for
passengers than for goods, with
three exceptions, Portugal, Sweden
and Switzerland, where the reverse is
the case.

(1) OECD Observer N° 29

4. COMPARATIVE GROWTH IN RAIL,
FREIGHT AND PASSENGER TRAFFIC UP TO 1975

(ton-km and passenger-km)

Country

Goods Passengers

Yearly Yearly

Period average

rate of
Period average

rate of

growth growth

1. Germany 1960-1975 1.6 1964-1975 1.6

2. Belgium 1965-1975 0.5 1963-1975 1.3

3. Spain 1965-1975 1.9 1964-1975 2.1

4. France 1960-1975 1.7 to 3.9 1963-1975 2.6

5. Italy 1965-1975 2.8 1963-1975 2.0

6. Portugal 1962-1975 0.1 to 1.2 1962-1975 4.3

7. Sweden 1964-1970 3.7 1963-1980 0.15
8. Switzerland 1965-1975 2.3 1963-1975 1.9

9. Yugoslavia 1965-1970 3.8 1962-1975 2.5

5. COMPARATIVE GROWTH IN ROAD FREIGHT

AND PASSENGER TRAFFIC UP TO 1975

(ton-km and passenger-km)

Country

Goods Passengers

Yearly Yearly

Period
average

rate of

growth

Period
average

rate of

growth

1. Germany 1965-1975 3.3 1964-1975 5.9

2. Belgium 1965-1975 3.2 1963-1975 4.1

3. Spain 1965-1975 7.9 1963-1975 8.9

4. France 1960-1975 3.0 to 6.4 1963-1975 6.8 to 8.0

5. Portugal 1962-1975 7.7 to 8.1 1962-1975 6.5 to 7.6

6. Sweden 1964-1970 8.3 1964-1975 4.6 to 5.1

7. Switzerland 1965-1975 5.5 1963-1975 4.2
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TECHNICAL ASSISTANCE

OF YUGOSLAVIA : A ST

In IÇÔ2, OECD, at the request ofthe Government of Yugoslavia, initiated a programme of
technical assistance to help the development of the backward Kosmet Region in Southern
Serbia. OECD has since become the only donor of technical assistance with a programme
exclusively for the Kosmet. Fiveyears later, OECD and the Yugoslav Authorities felt that
it would be helpful to ma^e an examination of the results of the OECD effort in order to
try and assess its usefulness to the economic development of the Region. This was thefirst
study in depth undertaken by OECD with a view to evaluating the effectiveness ofa parti¬
cular technical assistance project.
The study was carried out by members of the OECD international staff (Secretariat) on a
basis of interviews held in the Kosmet with the directors and staffof the principalfarms,
factories and other institutions which had received OECD technical assistance. It also drew
on the mission reports of OECD consultants and consultants' replies to a special question¬
naire sent out by the Secretariat in preparation for the field visits of the survey team.

The Progress ofDevelopment

By 1962, when OECD first was asked to assist the
Kosmet's programme for development, the Region
had already a decade and a half of progress behind it.
The proportion of the population dependent on agri¬
culture had dropped from 83 per cent in 1948 to 64
per cent, industrial production had increased three¬
fold, electric power production twenty-fold, and
there were 17 urban centres with a population of
over 15,000.

Nevertheless, per capita national income in the
Kosmet was still less than one-third the national

average, and almost two-thirds of personal expen¬
ditures still went on food. The Kosmet authorities

realise that despite the notable progress that has
been achieved in social infrastructure, the Region is
still considerably below accepted standards. Further,
the prospects for fully satisfying optimum social
criteria in the Kosmet are tending to become increas¬
ingly difficult of realisation. While the standard of
expectations is rising sharply, the rapid population
growth tends inevitably to impose increasing pres

sures on the social services and by expanding domestic
consumption, keeps down the agricultural surplus
available for export.

In the post-war reconstruction period, the emphasis
in Kosmet planning, as in that for Yugoslavia as a
whole, was to develop the basis for heavy industry.
Thus, there was intensive investment to expand and
modernise mineral extraction (the output of lead
from the Trepca mines increased more than eleven¬
fold) and in particular to exploit the Region's lignite
deposits as a source of electric power generation and
gas. Today, a single Kombinat (economic enterprise)
is proposing to expand lignite production to 25 mil¬
lion tons a year, has power generating capacity of
203 megawatts and provides gas for the steelworks
at Skopje. In 1959, heavy industry accounted for
80 per cent of the Kosmet's industrial product.

By the time of the second Five-Year Plan however
(1957-1961) the emphasis, again following that of
national planning objectives, had shifted to the diver¬
sification of industry and the creation of new labour-
intensive activities based on the processing of the
Region's raw materials. The major effort was con¬
centrated on exploitation of the lignite, which was to
be used as the basis of a chemical intermediate indus¬

try, permitting the production of plastics, synthetic
fibres, fertilisers, etc. In addition, light industries
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TO THE KOSMET REGION

UDY IN EVALUATION

Interviews generallyfollowed a check-list ofquestions, but no written answers were required.
Nor were any questionnaires distributed in advance.

The study did not try to ma^e a quantitative assessment of OECD 's contribution to the
development of the Region. It sought instead to mal^e a qualitative appraisal, based in part
on a number ofdetailed case studies of the major technical assistance activities undertaken
under the OECD programme. In so doing, the objective was not to pass a retrospective
judgment on past performance, or try to assess a percentage success ratingfor each activity.

The intention was rather, by revealing the strong and the weak points of the assistance
provided to date, to identify those h'nds oftechnical assistance action which appear to be of
most use for the development ofan area such as the Kosmet.

The present article has been contributed by Miss Margaret Wolfson, an administrator in the
OECD Technical Co-operation Service, who was responsibleforpreparing the Kosmet study.

such as footwear, food-processing and building ma¬
terials were to be expanded and modernised.

The Kosmet plans squarely put the best hope of
remedying the economic stagnation of the Region on
the development of the industrial sector. Agricul¬
tural production was however to be intensified and
modernised. This goal was to be achieved in part by
means of socialised farming, pioneering the advantages
of modern production methods, techniques and equip¬
ment. The private farmers would be helped to
emulate this example by means of co-operatives and
extension services. Irrigation was to be made more
efficient, livestock breeding improved, fruit and
vegetable production undertaken on a larger scale
and plant and animal diseases control made more
effective.

These methods have brought results in overall pro¬
duction figures. The productivity of Kosmet agri¬
culture, however, still remains low. One reason is

that the private farms, which still represent the
major part of Kosmet agriculture, consist, for the
most part, of plots too small and fragmented to per¬
mit anything other than a persistence of old-fashioned
extensive farming, accompanied inevitably by much
concealed unemployment (over 60 per cent of Kosmet
peasants own less than 5 ha and many less than 2).

The larger farms and Kombinats on the other hand,
although heavily capitalised, just because of their
size, are liable to a new set of problems of organisa¬
tion, management and operating efficiency.

Taking the economy as a whole, the Region has
shown an overall growth rate between 1952 and 1964
of 4.4 per cent. This is well below the rate for Yugo¬
slavia as a whole and, further, is considerably below
that of the other under-developed regions of the coun¬
try. The most significant feature of the Kosmet's
development since the war, however, is that the rate
of growth, slow at the beginning of the period, has in
recent years quickened markedly. Until about
1960, the growth of Kosmet gross national product
in relation to that of the rest of the country pointed
up the tendency for the gap between the poorer and
the richer regions of the world to become progress¬
ively wider. Since 1960, however, statistics show a
reversal of this trend. Between 1960 and 1964, the

total national product of the Kosmet region had
increased by 50 per cent while that of Yugolavia as a
whole rose only 30 per cent. This may be explained
by the development of Kosmet industry which regis¬
tered an increase of almost 100 per cent over the
period and would suggest that the heavy investments
made in previous years in the expansion of basic
industry and mineral extraction were now beginning
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to pay off. The increase of agricultural production
was less dramatic (21 per cent), but again notably
higher than Hie nalional average. The most signifi¬
cant growth outside of industry occured in the trans¬
port and communications sector (nearly 90 per cent)
and trade and catering (45 per cent).

The period in which OECD was assisting the Kos-
mel with its development plans thus coincided with
the first marked acceleration of the Region's econo¬
mic growth. It also was a period of significantly
increased availability of investment funds, primarily
from federal sources, but partly, too, because the
Kosmet economy was in a better position to generate
some of its own capital formation. This generally
optimistic picture is however marred by the situation
on the labour front. The total employed labour
force seems to have grown over the period at an ave¬
rage rate of 3.2 per cent a year, which is less than
half the increase envisaged in the plan for 1961-1966
and clearly falls considerably short of the target of
10,000 new jobs a year. A I the present time, with
an average of 40,000 new births a year, the Kosmet
has to reckon on exporting 7-10,000 a year of their
excess manpower to other parts of Yugoslavia.

The Kosmet is now entered upon its third phase
of development policy. The new emphasis, as in
national policy, is on productivity, so that domestic
industry can effectively compete in the international
division of labour. It involves, inevitably, a new
approach to the problems of planning and investment

options and a higher degree
and operating efficiency.

management skills

The Programme and its Progress

The analyses of individual activities, the discus¬
sions with the enterprises and institutions which have
received OECD assistance, and the comments of the

consultants, all provide ample testimony that the
OECD programme of technical assistance to the
Kosmet has made a net positive contribution to the
development of the Region. This conclusion, how¬
ever, has never, been seriously in doubt. Indeed, it
would hardly be expected that an input of technical
assistance extending over a period of four years,
costing over % 240,000 and covering 342 man-
weeks of consultant services and 351 man-weeks of

training would do otherwise than yield a net benefit
to the recipient. At the same time, it would not be
realistic to expect that this input would yield its
maximum benefit, even making due allowance for
the human, administrative and other factors that
inevitably complicate the course of technical assis¬
tance operations. Less than total effectiveness is
inevitable.

The principal findings of the evaluation survey are
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Natural resources such as lignite play an important part
in the development of the Kosmet region of Yugoslavia.
On the left, OECD consultants are seen visiting the
Kosovo Kombinat power plant. Above, left, lignite is
delivered at a sugar beet factory, whose interior is
shown in the lower picture.

Above, a modern textiles factory near Djakovica.

Right, cattle being fed at a state farm. The productivity
of Kosmet agriculture remains low ; farming methods
are old-fashioned (lower right) . : ' ' '

summarised below under three main headings: the
content of the programme, its execution and its man¬
agement.

The Content of the Programme

The drawing up of the Kosmet Technical Assis¬
tance programme has consistently been done with the
greatest care. Considerable effort has been devoted
to ensuring that the programme was well balanced,
avoided proliferation of activities and was consistent
with the objectives of the Kosmet Plan.

The programme thus can claim to have supported
some of the Plan's major development targets.
There are, however, a number of significant omissions.
Thus, there has been no assistance directed to the

development of basic infrastructure, planning tech¬
niques and methods, improvement of transport, or
technical and general education.

Within the sectors of industry and agriculture, the
emphasis of OECD assistance has been primarily on
problems of increase of production. This clearly
reflected the strong bias of Kosmet interest during
the period. Apart from one major feasibility survey
to explore the technical possibilities of exploiting
lignite for the establishment of a chemical industry,

OECD has not been asked for advice at the pre-
investment stage of a project proposal.

This preoccupation has also had the effect of divert¬
ing attention from questions of distribution and
marketing. Certain projects were designed to in¬
clude these problems as part of assistance to the deve¬
lopment of an industry as a whole (e.g. textiles, fruit
and vegetable processing.) They have, however, usually
tended to get lost as the project has developed.

One other negative feature of the OECD pro¬
gramme is that it has not focussed particular effort
on the building up of local institutions. Certain
research institutes have been given technical advice,
but there has not been any concerted action to
strengthen a particular institution as a means of
enabling it to perform effectively some given task.
Consultants have sometimes suggested this, but the
difficulty has usually been lack of finance or personnel.

Execution of the Programme

Consultants

One point on which there was general agreement
was that most consultant missions had been too

short. This criticism applied not only to the brief
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reconnaissance missions which usually precede the
main task and which, while indispensable to the
consultant to enable him to size up the job, are fre¬
quently a nuisance to the recipient institution, but
also to the main missions that followed. The short

visit (3-4 weeks) was fully effective only where what
was needed was high-level consultant advice and
exchange of experience between technical specialists.
These cases, however, were relatively few and most of
the Kosmet projects involved giving help and advice
to numbers of people of varying levels of expertise and
in making practical demonstrations of new techniques.
Longer missions, it was felt, would make the initial
" adjustment " period for the consultant proportion¬
ately less, and would give the receiving enterprise
more chances of getting accustomed to the consul¬
tant's viewpoint and methods of work.

The sharing of consultant advice among a number

of different enterprises, even if their problems are very
similar, (as in fruit-growing projects), has not been
effective. Interchange of experience and dissemina¬
tion between enterprises is not generaly satisfactory
and assistance organised on an "industry-basis"
is not, therefore, a workable reality in the Kosmet.
Where the consultant was associated for any length
of time with one particular enterprise, on the other
hand, mutual understanding and confidence had a
chance to develop.

In the last analysis, the success of consultant
missions is seen to have been determined by the
atitude of the enterprise concerned. The fact that the
same consultant sometimes achieved excellent results

with one enterprise and poor results with another,
demonstrates clearly the importance of this factor
of mutual confidence. Where such confidence was

established, enterprises frequently not only sought

TECHNICAL ASSISTANCE ACTIVITIES UN

The outline of the programme
was first laid down by an explo¬
ratory mission carried out by an
economic consulting firm in 1962.
It wras understood at that time

and has been generally accepted
since, that the preparation of the
development plans for the Region
would be applied to the imple¬
mentation of some of the major
objectives of those plans.
In order that the different tech¬

nical assistance activities of

OECD in the Kosmet should be

co-ordinated and administered as

a coherent programme operation,
a Project Manager was provided
as part of the OECD assistance
to the Project. His functions
were taken over, as scheduled,

by the Kosmet Authorities them¬
selves in 1965.

ACTIVITIES IN THE

FIELD OF INDUSTRY

Exploitation of lignite and deri¬
vatives

Recommendations and

plans for the establishment
of a chemical research labo¬

ratory ;
Major pre-investment study
on the technical feasibility

of using lignite for the estab¬
lishment of a chemical

industry;
Technical advice on the

large-scale expansion of lig¬
nite production;
Proposals for the industrial
uses of lignite ash;
Study of the possibility of
establishing a caprolactam
industry to produce nylon-6.

Advice on the control of indus¬

trial effluents.

Examination of the feasibility
of exploiting mining of chromâtes.

Technical help for the impro¬
vement of textile production
(continued over a 4-year period)
(2).

Recommendations on the im¬

provement of industrial training.
Study of the possibilities of

developing local handicrafts.

ACTIVITIES

IN THE FIELD

OF AGRICULTURE

(Principally in the socialised sec¬
tor and research institutions)

Technical advice on the impro¬
vement of animal husbandry -
covering breeding, feeding stuffs,

disease control, raising the quality
of milk and beef production and
the introduction of large-scale pig-
breeding.

Broad programme of experi¬
ments and recommendations on

the better use of irrigated land -
covering introduction of sprinkler
irrigation, land use, cultivation of
luzerne and vegetables, plant pro¬
tection, (continued over a 4-year
period) (2).

Advice on quality fruit produc¬
tion in large-scale orchards (1).

Technical help on the produc¬
tion of sugar-beet, a new crop in
the Kosmet, to supply the new¬
ly-established refinery. (2)

Study on methods of improv¬
ing farm management on the
large farms and co-operatives.

Initiation of research and exper¬
iments into methods of exploit¬
ing the Region's forest resources.

THE KOSMET

REGION

Constitution

Two provinces (Kosovo and Met-
ohija) of the Republic of Serbia.
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the advice of " their " consultant on a wide range of
problems outside the immediate scope of his mission,
but often remained in contact after the conclusion of

the mission and continued to write for advice and

to exchange documentation.

Generally speaking, the consultants who were called
upon to give practical advice on " know-how "
(spinning, sprinkler irrigation, preparation ofvaccines)
were the most appreciated since the enterprises usual¬
ly much preferred being shown how to do something to
being advised as to what they should do. Where the
subject of the assistance was of a more abstract or
theoretical nature (e.g. cost-accounting), giving advice
by means of seminars (to representatives of all the
interested enterprises), proved of little real value.
It is clear, on the contrary, that where the subject is
one that does not readily commend itself to the ima¬
gination of a predominantly production-minded reci

pient, a special effort should be made to present the
alternative methods recommended as persuasively
and on as personal a basis as possible.

Consultant 's Report
Some enterprises have taken the consultants'

reports very seriously, setting up special groups of
managers and workmen to discuss them and putting
major recommendations to the Workers' Council.
In the textile industry, where contacts between indi¬
vidual enterprises seem to be good, representatives
of other enterprises were invited to participate in
these discussions. Among the agricultural Kom-
binats, such examples of co-operation seem to have
been rare.

(Continued on page 20).

DERTAKEN BY OECD IN THE KOSMET (l)

Situated in the South-Eastern

part of Yugoslavia. Became an
autonomous Region after the
Second World War to take ac¬

count of the interests of the large
Albanian minority.

Area and Population
10,000 sq. km. Approximately
1 million people -- 5.5 per cent
of the total population of Yugo¬
slavia of which it is the most

densely populated region with
the highest rate of population in¬
crease.

Natural Resources

Abundant and varied mineral

resources; one of the largest lig¬
nite (fuel) deposits in Europe;
good reserves of lead, zinc and
other non-ferrous metals. Agri¬
culture; a predominantly moun¬
tainous region, providing only a
small part sufficiently extensive
for intensive farming, modern
methods of irrgation and mecha¬
nisation. A wide variety of
crops, quality beef and dairy
production, good vine and fruit¬
growing potential, forests.

Labour Force

A major resource by reason of its
abundance, but difficult to har

ness to modern economic produc¬
tion. Illiteracy fell from over
90 per cent in 1945 to 40 per cent
of the total population (women
56 per cent) in the census year
1961 but is still twice as high as
for Yugoslavia as a whole and
20 times higher than the deve¬
loped Republic of Slovenia.

Low educational level : large
numbers receive some form of

vocational training but in general
level is below that required for
industrial competitiveness or
agricultural efficiency.

Policy of workers' self-manage¬
ment (industry, socialised agri¬
culture, public services, banks,
the administration) involves
strains which call for an intensive

effort of intellectual investment.

Financial Resources

Largely from the Federal Govern¬
ment; important federal grants
for development of extractive
industries. Under Second Five-

Year Plan (1957) Kosmet was
designated as an under-developed
area qualifying for special federal
development funds; but 40 per
cent of the national territory and
34 per cent of the total popula¬
tion of Yugoslavia come into the
under-developed category, thus

providing severe competition for
allocation of federal funds.

Industrial and

Agricultural Output

Kosmet provides producer re¬
sources which are largely process¬
ed, transformed and finished in

other regions; a proportion of
finished consumer goods is then
imported to satisfy consumption
needs. Result has been to trans¬

fer wealth from the poorer to the
richer regions; since the economic
reform of 1965, however, prices of
raw materials have risen, offset¬

ting a part of the earlier disadvan¬
taged position.

*

(1) OECD technical assistance covers
provision of consultant services and
training only. It does not includes gifts
of equipment.

(2) Detailed case studies of these acti¬
vities are included in the Report.
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Consultants' reports came in for one general cri¬
ticism. Most reports begin by a review of the exist¬
ing situation in the particular field. This is useful
to OECD and to succeeding consultants; but Kos¬
met enterprises feel that they are wasting time and
money to be told facts about themselves that they
have known for years. It is therefore desirable to
prepare reports in two parts the background
information staying with OECD, and the advice and
recommendations submitted to the Kosmet.

Training

Training programmes have been arranged almost
exclusively as support and follow-up of actions
started by consultant missions. Most of them were
arranged by or in collaboration with the consultants
concerned and usually involved a study visit at the
consultant's home institution as part of a broader fact¬
finding tour. Most of these visits, particularly
those of people at the higher technical level, were a
manifest success, sometimes resulting in marked im¬
provements in the techniques employed from one
year to another. The main problem in arranging
training programmes has been knowledge of lan¬
guages, which has sometimes made training abroad
impossible for the technician most immediately
concerned.

Management of the Programme

*"Popular " and
__

" Unpopular ' 'Activities
II was sometimes remarked to the evaluation

team that such-and-such an expert had been very
good " but he did not understand our conditions ".
This phrase, clearly meant to indicate that the mis¬
sion had not been a success, might or might not have
been justified as applied to the consultant in question.
The comment has, however, very real signifiance for
the programme as a whole.

Reviewing the individual activities, it is obvious
that OECD has had its biggest successes in those
fields which were the most " popular ". Thus OECD
has shown how to open up new mines, produce new
chemicals, manufacture better textiles, produce more
and better fruits, rear healthier sheep, etc. All of
these were things that the Kosmet were extremely
interested in doing. Technical assistance was accor¬
dingly very welcome as a means of achieving the
desired results more rapidly and there was a general
predisposition to take its recommendations seriously.

This raises the question as to what was the situa¬
tion in respect of those activities which were not so
popular. They were not necessarily the less impor¬
tant. Indeed some of them were probably more
basic to the balanced development of the Region over
the long-term than the improvement of particular
branches of production. The experience has been

that assistance directed to these often fundamental

but less popular activities has usually tended to
founder. It is the opinion of the evaluation team
that it did so, not because these projects were less
well planned or executed than other technical assis¬
tance activities, but because they failed to appreciate
the importance of those local " conditions " which
constituted, albeit perhaps unconsciously, a built-in
resistance.

The technical expert who visits the Region for the
first time and stays for only a few weeks at most may
be expected to try and find out whether there are
any structural limitations (such as shortage of funds
or legal obstacles) to the implementation of his
recommendations. It is not reasonable to expect
him to understand the basic attitudes of the autho¬

rities (sometimes difficult to discern) towards the
particular problem with which he is concerned.

Nevertheless, such understanding is indispensable
to the success of his task. Simply to prescribe a
source of action which should be taken, without at
least some appreciation of the possibilities of whe¬
ther it is likely to be taken, is only a partial solution to
the problem.

This attempt to evaluate the contribution that
Technical Assistance has made to the Kosmet reveals

an essential dilemma in the function of technical

assistance. Technical assistance is manifestly not
performing its maximum service when it is applied
to activities which would have been undertaken

without it, even I hough it may help realise those
activities more economically, earlier, or possibly
better, than might otherwise have been the case.
Countries do not necessarily need technical assis¬
tance to tell them to invest, to expand, to produce -
these are objectives that commend themselves natur¬
ally to economies seeking accelerated development.
Nor is technical assistance always necessary to advise
on how to do these things, for this is " know-how "
often obtainable elsewhere.

The special contribution of technical assistance is
to provide countries with help on those aspects of
their development proposals that are frequently in
danger of being overlooked, to advise on those actions
that either do not get done at all, or else get done too
early or too late, or perhaps inadequately. This very
often consists of what may be termed, if not negative,
at least cautionary advice : e.g. make more forecasts;
study the market; check the costs; train the labour,
etc. Such advice represents the correctives, the
checks, the underpinning of development plans.
Rut it is understandably not always welcome to a
country bent on developing as rapidly as possible.
The really valuable technical assistance, in other
words, is sometimes " unpopular ".

The Kosmet programme, in its later stages, has
reflected this dilemma. The production type acti¬
vities are diminishing. The more recent problems
for which technical assistance has been requested are,
instead, tending to fall increasingly in the " cautio¬
nary " category - - market studies, long-term fore¬
casts, project analysis. Such activities will not
yield speedy and visible results. They can however
make for a useful mutual collaboration in the future

development of the Region.
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Main points from the

OECD

ECONOMIC
OUTLOOK

DECEMBER 1968

The OECD Economic Outlook, No 4 contains an assessment of economic prospects in
196g. It ta\es account of the November monetary crisis - the third in twelve months -
and the policy changes some major OECD countries made after it.
In iç68 - and somewhat contrary to some earlier expectations (1) - OECD output and
trade continued to expand strongly throughout the year. GNP probably rose by more
than 5 per cent in volume against 3 1/2 per cent in the previous year. Unexpectedly
strong demand in the United States and the United Kingdom generated expansionary
forces in many other countries - though therewassomeslackeningofexpansion in Italy and
in France output was reduced by the strides in May. Total OECD exports and imports
both rose by about 12 per cent as compared with 5 1/2-6 per cent in the previous year.

Prospects before the Crisis

Before the crisis, the prospectfor içâç appeared in many respects favourable. Outside
the United States, expansion seemed lively to remain quite rapid in içôç; several coun¬
tries were lively to move away from unsatisfactory levels of employment and capacity
utilisation. There seemed, nevertheless, little general ris\ ofoverheating, though for dif-
(1) A slowdown in the second half of 1968 was foreseen in the last issue of the OECD Economic Outlook published in July.



fering reasons the rise in costs and prices constituted
a particularly important problem in both the United
Kingdom and France. In the United States a slowdown
was expected - - a necessary and deshable develop¬
ment.

The less satisfactory side of the picture was that
disequilibria in international payments seemed likely
to persist on a major scale. The buoyancy of internal
demand in 1968 has delayed the improvement of the
current balances of both the United States and the Unit¬

ed Kingdom. Each country could look forward to
a major improvement in 1969, but because of the delay,
this was likely to go less far than previously hoped.
Equally important, a major imbalance between the
three biggest Common Market countries was probable.
The dangers to the franc in 1968 had not been due to
weakness on the current account, but this was likely
to develop in 1969 at a time when Italy and Germany
would be running current surpluses almost as large as
1968.

In these circumstances, there was clearly room for
doubt regarding the viability of payments balances
in 1969. It was uncertain how far Germany and Italy
would be able to maintain the large capital exports
which had helped to produce the very favourable swing
in the United States' capital account in 1968. The
delay in strengthening the United Kingdom's payments
position had continued to breed distrust of sterling,
which might stand to be magnified by distrust of the
franc. The basic reason for the prevailing lack of
confidence lay in the too tardy adjustment process of
a number of deficit and surplus countries and it came
to a head in November. Though the dollar was not
directly exposed in the latest crisis, speculation was
probably magnified by the speed with which it followed
the gold crisis of March.

In order to protect the parity of her currency, France
has acted to restrain internal demand, has shifted taxa¬

tion in favour of exports and against imports, and reim-
posed severe exchange controls and credit policies to
stem the capital outflow. Germany has introduced a
temporary system of export taxes and import subsidies
for non-agricultural trade and has acted to discourage
speculative capital inflows. Immediately after the Bonn
conference, the United Kingdom also announced ac¬
tions to restrict domestic demand and introduced a

deposit scheme for imports. Without necessarily solving
the problem, these measures are likely to reduce payments
disequilibria in 1969. Exchange rate changes were avoid¬
ed. France has had to sacrifice part of the growth
she might otherwise have had in 1969. Moreover,
Germany, France and the United Kingdom have all
adopted taxes or other devices directly to influence trade,
and the freedom of invisible and capital movements
has further been restricted. Such measures, even if

temporarily necessary to allay the crisis, are departures
from rules generally held desirable. It is nonetheless
encouraging that, despite the disturbances of the last
twelve months, the dismantling of tariff barriers has

proceeded according to plan.

Prospects after the Crisis

The forecasts are naturally liable to be affected by
further policy changes, but on present policies a
reasonably firm assessment of prospects seems poss¬
ible.

Despite the strength of current indicators, the pace
of expansion should slacken in the United States; and
given the strength of the inflationary pressures which
have now built up, monetary restraint and the main¬
tenance of at least the present degree of budgetary
restraint would seem needed. In France demand is

likely to increase less than capacity, with a deterioration
in the employment situation to an extent depending on
how long it proves necessary to maintain the present
restrictive policies. Domestic demand should also
rise only slowly in the United Kingdom, leaving room
for the necessary improvement in the external balance.
In almost all other countries the outlook is for a satis¬

factory rate of expansion. In Germany some easing
of demand management policies may be needed to
compensate for the reduction in the external surplus.
And in Italy quite rapid expansion will still leave a
large margin of unused resources.

In all, the total GNP of the OECD area should rise

by around 4 per cent in 1969, as against more than
5 per cent in 1968 and 3 1/2 per cent in 1967. This
should lead to a significant, but by no means disastrous,
deceleration in the growth of world trade. Year-on-
year, OECD exports and imports might both rise
by 8 per cent in value compared with 12 per cent in
1968. A number of the primary producing countries
could run into financial difficulties, and exports to
non-OECD countries may slow down rather markedly
during the course of the year.

The Needfor Adjustment

The measures taken in November should result in

a substantially better development of France's balance
of payments, should strengthen the United Kingdom's
external position, and reduce Germany's current sur¬
plus. But large imbalances in international payments
still seem likely to remain, and it is clearly essen¬
tial that maximum possible progress be made in 1969
towards a more balanced situation. Progress needs
to be made simultaneously by all the major countries
suffering from imbalance, because action by an indivi¬
dual country affects the others but not always help¬
fully. Thus, Germany's recent measures, by them¬
selves, will help France strengthen her position but
will also serve to increase Italy's large current surplus.
And action by the United States to improve the exter¬
nal balance will help to bring down the German and
Italian surpluses, but, in the absence of simultaneous
action by the latter countries, will make the task of
France and the United Kingdom that much harder.

One general feature of the adjustments called for
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requires emphasis. Whatever the method of adjust¬
ment a deficit cannot be reduced unless domestic demand

rises less than output so that a greater proportion of
output is used for export or to replace imports. Even
when special measures are taken to favour exports or
discourage imports as in the case of the French
tax changes there is a concomitant role for demand
management. And the same is true, in reverse, of action
to reduce the current surpluses of Italy or Germany
whether these take the initial form of stimulating
domestic demand, or special measures to encourage
imports and discourage exports. Domestic demand
will have to rise more than output so that a greater
proportion of demand is satisfied by imports or by
diversion of goods from export.

Primary responsibility for action lies with indivi¬
dual governments and the task is difficult not only
because of the complex nature of balance of pay¬
ments adjustment, but because of the social and

political problems it entails. But individual action
in the balance of payments field necessarily im¬
pinges on other countries, and its success is necessa¬
rily affected by the action which other countries take.
It is therefore improbable that disequilibrium will be
eliminated unless it is the result of co-ordinated action

between the major industrialised countries; the fact
that action has been inadequate over the past year
reinforces the need for more determined co-operative
effort in the immediate future. There is no easy way
out of the problem : no reform can relieve countries
of the necessity to adjust, nor make adjustment painless.
Nor is it reasonable to expect that countries would
be willing to accept a more rigorous system designed
to force them to adjust regardless of the consequences
for other policy objectives. Thus it should always
be borne in mind that the international monetary sys¬

tem cannot do more than provide a framework which
helps and encourages.

OECD DEMAND AND

OUTPUT

The Current Situation

OECD industrial production rose steadily in the
eighteen months up to October 1968, in spite of the
French strikes in May-June and the steel stock adjust¬
ment in the United States in August. Disregarding
irregularities introduced by special factors, the underly¬
ing trend seemed somewhat less strong in the spring
of 1968, following the sharp upturn between mid- 1967
and end- 1967; since the summer, however, there has
been a renewed acceleration.

Country to country experience varied widely. Out-

OECD INDUSTRIAL PRODUCTION

AND IMPORTS

(index numbers 1967 = 100)

1967 1968

3rd

quarter

4th

quarter

1st

quarter

2nd

quarter

3nd

quarter

Industrial

production

Imports

99.8

99.1

102.1 103.3

103.8 107.3

104.2

108.6

106.8

115.4

put has flattened out in Italy since the early spring but
started to increase again in the autumn, and in France,
after a relatively unsatisfactory performance in the
months immediately following the strikes, output in
October was well above the pre-strike level. In the
United States industrial production fell slightly in August
but increased again in September and October. In
Germany, the rise in output accelerated consider¬
ably during the summer months, although the month-
to-month changes in the index were very erratic; and
in Japan, a new spurt started in the spring, while the
steady upward trend continued in the United Kingdom
and in most of the smaller industrialised countries.

After the hesitation in May-June caused by the
French strikes, OECD imports grew exceptionally
fast in the summer months. Apart from the generally

strong demand conditions, this acceleration can be
explained by the after-effects of the strikes, and by
the tariff reductions under the Kennedy Round and the

completion of the EEC customs union. But it also
reflected the continuing abnormally high level of
imports in relation to domestic output in the United
States and the United Kingdom. In September OECD
trade was further boosted by the anticipation of a dock
strike in the United States, and in October by the effect
of revaluation rumours on German exports and by the

expected reduction in the French export subsidy from
November 1st onwards.
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CHANGES IN REAL GROSS DOMESTIC PRODUCT AND TOTAL DOMESTIC DEMAND

(including stockbuilding)

Estimates and Forecasts (percentage at annual rates)

Country or group
Weight

(a)

From previous year

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

of countries 1968 1969

1967 1967 1968 1969 1st half 2nd half 1st half 2nd half

United States GNP

DD

52.0 2.4

2.7

5

54

2.
2.J

5.8

6.5

43

44

1

2

1

2

4

4

Canada GNP

DD

3.8 2.8

1.4

44

34

4

44

6.2

4.6

31

54

34

34

54

43

France GDP

DD

6.4 4.4

4.5

3

3_

5 -64

44-64

5

5

19

20

Germany GNP
DD

8 0.2

2.4

64

6_

5

6

5.8

5.9

8

7

44
6

33
44

Italy GDP
DD

4.4 6

6.6

5

4

54

6

5.4

2.1

5

74

54

54

63
7

United Kingdom GDP
DD

7.1 2

3

33

3_

2_-2_

4-1 4

44

3_

2_

1 4

2
1

4

3

24

Other Europe GDP 10.6 4 4_ 44 44 5 44 44

Japan GNP
DD

7.7 13.3

15.2

11 _

10

94
10

10.8

7.8

11

104

74

84

12

123

Total OECD GNP=DD 100.0 3.4 54 4 5.3 54 24 43

of which

OECD excl. U.S.A. GDP

OECD Europe GDP
EEC GDP

48.0

36.5

21.6

4.5

5.0

3.1

54

4_
5

54

44

54

5.4

4.4

4.4

64
6

7

43

44

5

54
4

44

GDP = Gross Domestic Product GNP = Gross National Product DD = Total Domestic Demand (including stock building)
(a) Member countries' GDP for 1967 converted into dollars at current rates of exchange.
(b) The half-yearly figures for the total OECD and the three sub-totals have been adjusted for the distortions caused by fiscal measures in

Germany at the end of 1967 and by the French strikes.

The Prospectsfor iq6q

Outside the United States GDP should be growing
by about 5 per cent in volume through 1969. Demand
should be rising roughly in line with capacity in Ger¬
many, Italy, Japan, and several of the smaller European
industrialised countries; unemployment, however, seems
likely to increase in France, and probably also in Canada
and the United Kingdom. There seems little likeli¬
hood of any generalised tendency towards excess
demand pressures, but wage and price increases may
accelerate somewhat, and both France and the United

Kingdom are, for different reasons, facing a difficult
cost/price situation.

In the United States a slowdown is expected in 1969,

the extent of which will depend considerably on policy
decisions to be taken by the new Administration. On
certain assumptions discussed further below, GNP
might show a year-on-year increase of around 2 1/2 per
cent in real terms, compared with 5 per cent in 1968.
For the OECD area as a whole this would give a rise
in GNP of about 4 per cent in 1969, and an 8 per cent
growth in the value of OECD trade.

The most recent indicators suggest that demand in
the United States may again be stronger than expected
in the fourth quarter. The main impact, however, of
the package of fiscal restraint on both the expenditure
and revenue side - - will be being felt in the first half of
1969. Some part of this marked swing in the Federal
Budget position may be offset by a further drop in
the personal savings ratio, and there have recently been
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signs of an upward revision in business investment.
But monetary policy has shifted back towards a more
restrictive posture in response to the unexpected
strength of the economy, and if this trend continues
a fairly marked slowdown in the growth of demand and
output should become apparent during the course of
the first half of 1969.

By mid-year, however, the impact of the tax surcharge
will be wearing off. If it were to lapse, as at present
planned, and if, at the same time, Federal expenditure
on goods and services were to resume its normal rise,
the result would be another major fiscal turnaround
giving considerable new stimulus to the economy.
Under these conditions the growth of domestic demand
would soon again begin to exceed the capacity growth
rate, with a renewed increase in demand pressures. It
must be doubted whether such a short cooling off
period which was then followed by such a strong up¬
surge in demand would have much lasting impact
on the present unsatisfactory position concerning costs
and prices and the trade balance.

If the tax surcharge were retained, or equivalent
fiscal action taken, and monetary conditions are tight
at least through the first part of the year, GNP might
rise by about 2 1/2 per cent, with a pick-up towards
the end of the year. Unemployment might rise towards
4 1/2 per cent but by the end of the year it would pro¬
bably be moving back down to 4 per cent regarded
under the outgoing Administration as an appropriate
interim target. But again, the question would arise
whether, given the extended periods of excess demand
the United States has experienced since 1966 (1), there
would be sufficient assurance of a return to an accept¬
able degree of price stability. There would, of course,
be some improvement, and in any case it takes time to
break the back of a price-wage spiral. But the esti¬
mates made here suggest that under these assumptions
about demand management, the general price level
might still be rising at a rate not far short of 3 per cent,
and money incomes at 8-9 per cent in the second half
of next year. The prospects in this respect would
probably be significantly better not so much for 1969
as for 1970 and subsequent years if the growth of
domestic demand were to be held somewhat below

that of potential output right through next year.

The dilemma facing the new Administration will be
accentuated by the extremely uneven incidence of un¬
employment. With the present unemployment rate
of 3.6 per cent, the rate for adult white males is some¬

what less than 2 per cent, which implies very tight
conditions in many parts of the labour market. But,
at the same time, the rate for all non-whites is just
below 7 per cent, that for all juveniles around 12 per
cent, and that for non-white juveniles somewhat above
20 per cent. An analysis of past fluctuations suggests
that a rise in the general unemployment rate would

(1) Unemployment has averaged 3.6 per cent in the first
ten months of this year, and 3.7 per cent in the 33 months
since the beginning of 1966.

widen these differences between the various groups (2).
In other words, with a 5 per cent overall unemploy¬
ment, the non-white rate would exceed 9 per cent, the
juvenile rate 17 per cent and the non-white juvenile
rate could approach 30 per cent.

These estimates give emphasis to the need to avoid
any undue rise in the overall level of unemployment.
But they also indicate to what extent the problem is
related to enduring social, structural and demograph¬
ic factors. This emphasises the need, within the
context of an appropriate overall demand management
policy, for a further strengthening of selective measures
designed to reduce and mitigate the incidence of juve¬
nile and non-white unemployment in the big cities.

Canada and Japan stand to be most affected by the
course of events in the United States in 1969. By the
same token, however, they are the countries whose
external balance has benefited most from the pace of
expansion in the United States; in the first half of 1968
they both showed a surplus on current account, taken
together at annual rate of over $800 million. On the
basis of the assumptions described above for the Unit¬
ed States, they might, together, be only about in balance
on current account by the second half of 1969. This
would still be a relatively comfortable position : in the
eight years 1960-1967 they had a combined average
current deficit of 86 15 million. A longer cooling-off
period in the United States and even more the emer¬
gence of recessionary tendencies there - - would have
more serious repercussions on both countries.

On this basis, GNP in Canada is expected to rise by
about 3 1/2 per cent in 1969; since this is some way
below the growth of potential output (estimated at
5 per cent) unemployment might rise to 5 1/2 per cent
during the course of the year. Collectively negotiated
wage increases have, however, continued to be around
8 per cent, and until they can be brought down nearer
in line with the underlying growth of productivity, the
continuation of a cautious demand management policy
seems inevitable.

Japan seems likely to experience in 1969 a fourth
successive year of strong expansion, with a year-on-
year increase in GNP of around 9 per cent, only slight¬
ly below the 11 per cent gain now expected for 1968.
The policy-induced slowdown in the early months of
1968 proved short-lived, mainly because of the strength
of export demand; pressure on capacity has recently
been increasing and surveys show an upward revision
of investment intentions. The rise in consumer prices
has accelerated, and although this owes much to struc¬
tural rather than conjunctural factors, the general
domestic demand situation would seem to call for a

certain degree of caution in framing the forthcoming
budget (for the period April 1969 - March 1970).

(continued on page 26)

(2) Over the past 10-15 years the share of under-privileged
groups in total unemployment has risen considerably due to
structural changes and demographic trends. Analysis of
fluctuations about this general trend suggests, however, that
in the short run their proportionate share remains fairly
constant.
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Domestic demand has been unexpectedly strong
in the United Kingdom in the autumn, but the new
measures taken in November should ensure that

enough room is left for the necessary improvement
in the external balance in 1969, without an increase

in demand pressures which would erode and, in time,
undo the competitive advantages gained by devaluation.
Domestic demand may rise by 1/2-1 1/2 per cent, depend¬
ing largely on how far the credit squeeze is pushed and
how much it affects stock accumulation and invest¬

ment intentions. Private industrial investment may
be the strongest domestic element of demand, although
some projects may be deferred; public sector invest¬
ment should level out, and there should be little or no

rise in the volume of public consumption. After a
further buying spree in the closing weeks of 1968, pri¬
vate consumption should flatten right out, so long as
the savings ratio does not fall much further and wage
increases do not significantly exceed the guidelines laid
down by the authorities. Assuming that the foreign
balance improved by the equivalent of 1 1/2 per cent
of GNP between the second halves of 1968 and 1969,

GNP would rise by around 2 1/2 per cent, or by rather
less than the growth of capacity (1).

In Italy domestic demand appears to have strengthen¬
ed in the second half of 1968, under the impact of the
earlier stimulus from the strong increase in the external
surplus, the reversal of tight fiscal policies and the
cessation of temporary adverse factors such as a run¬
down of stocks in the first half. It is difficult to quan¬
tify the impact of the expansionary measures taken
since the summer; but it seems likely that it will be
small in the short run in relation to the margin of
unused resources existing in the economy. On the
basis of present information, it seems reasonable to
expect a rise in domestic demand of around 6 per cent
in 1969 with a moderate reduction in the large external
surplus on goods and services.

Though the rate of expansion of output would be
about the same as in 1965-1968, and somewhat above

the target in the 1966-1970 Plan, it has now become
clear that the growth rate needed to absorb the potential
increase in labour supply has been seriously under¬
estimated. The rate of productivity increase has been
unexpectedly high and employment has risen much less
than planned (Table 2). The exodus from the agri¬
cultural sector has also been much larger than assumed
in the Plan, and there has so far been a net return of

workers from abroad rather than a continuing out¬
flow. The need for a faster rate of growth of employ¬
ment opportunities in the non-agricultural sector has
become all the more pressing. To remedy this situation
a growth rate of 7 per cent or more may be needed for
several years. Such a rate would not for some time
raise any difficulties with regard to costs and prices,
and the large external surplus would only decline fairly
slowly. For the present, the main problem would
seem to be the practical difficulties, given the existing
institutional framework, in lifting the economy onto
a substantially higher growth path.

2. ACTUAL AND PLANNED

EMPLOYMENT CHANGES IN ITALY

(thousands)

July 1965

level

Actual

July 1965-
July 1968

Medium-term

Plan

1966-1970

annual ave rage changes

Agriculture 5,111 -260 120

Outside agriculture 14,379 182 280

Total employment 19,490 -77 160

Expected change in
labour supply (a) 120(b)

(a) Based on demographic projections, normal trends in participa¬
tion rates and an assumed net emigration of 60,000 workers per
year. Actually, there has been a net immigration of 50,000 work¬
ers per year in the 1965-68 period.

(b) This figure is smaller than the expected increase in employment :
the Plan foresaw a decline in the rate of unemployment from
3.6 per cent in 1965 to 2.85 per cent in 1970.

In Germany the recovery of final domestic demand
appears to have accelerated strongly in the second half
of 1968. The foreign surplus, however, tended to
increase. With reduced stock accumulation, the under¬

lying rate of growth of GNP may have been about 5 per
cent (2).

It is difficult to assess the likely impact of the 4 per
cent export tax and import subsidy introduced in
November, but in the short run it could be rather limit¬

ed. Since, however, the domestic recovery has now
acquired considerable momentum, while restrictive
pressures have been taken in France and the United

Kingdom, the trade surplus might fall by $1/2 billion
and the balance on goods and services by rather more.
If this proved correct, the rise in real GNP could be
about 5 per cent in 1969, with possibly some easing of
demand management policies to compensate for the
trade measures. This would imply a growth rate of
just over 4 per cent between the second halves of 1968

(1) After declining steadily since the summer, unemployment
in October was still 2.3 per cent of the labour force (season¬
ally adjusted). While this is relatively high by post-war
standards for the United Kingdom, it may involve less heavy
social costs than it would have done some years ago, partly
because of improvements in the system of unemployment
benefits and partly because the unemployment figure itself
has tended recently to include a number of people who would
not have registered before the improvement in the system.

(2) The reasons for the distortions in the 1968 time-path of
the German GNP figures are explained in the country note
on Germany.
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and 1969, with demand pressures changing little from
the end-1968 position. Wage increases seem likely to
accelerate somewhat, but price rises should remain
moderate.

If the external surplus were to fall more sharply than
envisaged here, the rise in overall demand might well
fall short of the capacity growth, and additional policy
measures might be required to stimulate domestic
demand. On the other hand, with a development

along the lines suggested above, the surplus on goods
and services would still amount to not far short of

2 1/2 per cent of GNP, compared with the official
medium-term target of 1 1/2 per cent of GNP. There
would, therefore, be a question as to whether a faster
rate of growth would create undesirably strong tensions
in the labour market. At first sight, this would seem
to be likely, since unemployment should come down
to not far short of the official target of 0.8 per cent of
total employees, which is unusually low by internation¬
al standards. In terms of employment, however, the
situation looks rather different, since even in the second

half of next year employment of German nationals may
still be more than 600 thousand below the 1965 level

(Table 3). In part, this would merely reflect the demo¬
graphic factors making for a decline in the German
labour force; also 1965 was a year of clearly excessive
demand pressures. Nevertheless, it seems likely that
part of the apparent decline in participation rates has
been involuntary; and it has been estimated that there
is probably a " reserve " of 300 thousand nationals
who could be re-integrated into the labour force, al¬
though there would be problems arising from lack of
appropriate qualifications and insufficient geographical
mobility (1). In addition, with a more active recruit¬
ment campaign, the employment of foreign workers
could increase more rapidly than assumed in Table 3.
There is, therefore, a question to what extent stronger
demand for labour might call forth additional supplies
without a further significant fall in unemployment and

EMPLOYMENT CHANGES

IN GERMANY

	(thousands)	

Germans

Foreigners

Total employment

Estimated change
in German labour

supply (1)

1965

level

26,034

1,119

27,153

Changes in

1966

-196

+ 125

-71

1967

560

-230

-790

1968

(est.)

+ 54

-14

+ 40

1969

(fore¬

cast)

1965 to

1969

cumu¬

lative

+ 100

+ 100

+ 200

600

20

-620

-245

<1) Calculated on the basis of demographic projections, assuming
constant activity rates in each age group.

return to the strained labour market conditions of

1965.

In France, before the currency crisis, output had
recovered quite quickly after the strikes, imports and
exports were at high levels, and there had been some
improvement in the employment situation. The pace
of expansion seemed likely to slow down after the turn
of the year, but the price rise was accelerating and a
substantial current deficit seemed likely to emerge in
1969.

The measures taken in November involve a cut in

the budget deficit equivalent to 1 per cent of GNP,
and a significant tightening of credit policies. The exter¬
nal account has been strengthened by a shift in taxation
favouring exports at the expense of domestic sales and
imports, and the re-imposition of exchange controls.
At present, it is only possible to make a tentative
assessment of the likely impact of these measures and
the prospects for 1969. In the first place, it is difficult
to judge to what extent the restrictive impact may be
offset at a time of rising prices by anticipatory buying
and larger wage increases; or, alternatively, whether
the less optimistic employment prospects may lead to
increased precautionary savings and moderation in
wage demands. Equally important will be the evolu¬
tion of official policy. The present strategy probably
inevitable in the circumstances - - involves defending

the par-value of the franc at the expense of some deter¬
ioration in what was already an unsatisfactory employ¬
ment situation. To the extent that confidence is restor¬

ed which will depend essentially on bringing the
cost/price situation under control some relaxation
of present policies would clearly be desirable during the
course of 1969.

Depending on these factors, the rise in GNP in
1969 should be somewhere in the range of 5-6 1/2 per

cent (1). This would be about 3-4 1/2 per cent above
what 1968 would have been without the strikes; i.e.

less than the underlying growth of capacity (around
5 1 /2 per cent), so that unemployment, even with the
upper figure for GNP, would be rather higher than at
the end of 1967. With imports checked by the low
growth rate, and exports stimulated by the tax changes
and the measures taken in Germany, the current account
with non-franc countries should not be far off balance.

Given the momentum that has already built up, the

prospects for sustained growth in quite a number of
smaller European countries seem reasonably good. For
most of these countries this should not lead to excessive

demand pressures or balance of payments difficulties,
although those countries which devalued in November
1967 will need to continue to keep a careful watch on
cost and price trends.

They stand to be differently affected by the restric-

(1) See Mitteilungen des Instituts fur Arbeitsmarkt- und
Berufsforschung No. 4, 1968.

(2) These figures for GNP are on the old accounting basis
which has recently been revised.
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tive measures taken in France and the United Kingdom
on the one hand, and the German trade measures on

the other, and, as usual, the outlook varies significantly
from country to country.

In concluding this review of 1969 prospects for
demand and output and costs and prices, it should
be borne in mind that considerable imbalances in inter¬

national payments seem likely to continue, as discussed
in the following sections. So far, the financial crises

of the last twelve months have not had much impact
ont the growth of output and trade, but they have
probably accentuated inflationary psychology and intro¬
duced a new element of uncertainty into forward plan¬
ning. The forecasts discussed above are based on the

assumption that countries acting in co-operation are
successful in surmounting the present difficulties of pay¬
ments adjustment without further prejudice to the
freedom of international trade, without imposing
inflation on surplus countries, and without forcing
deficit countries into overly restrictive action with a
cumulative impact on world expansion and trade.

TREND AND PROSPECTS

IN OECD TRADE
Despite some deceleration expected in the closing

months of the year, OECD imports and exports may
have grown by some 12 per cent in 1968. A signifi¬
cant but temporary slowdown in the growth of imports
is foreseen for the first half of 1969 largely due to
the check to domestic expansion expected in the United
States, the United Kingdom and France, but also to
the cessation of the various special factors which
tended to swell import demand in several countries
in 1968. In the second half of the year, import demand
may pick up somewhat in these countries, particularly
in the United States. This, together with continued
strong expansion in most other OECD countries, should
result in a marked recovery in the growth of total
OECD imports.

The impact on OECD exports of these fairly sharp
swings in OECD import demand is expected to be
dampened to some extent by fluctuations in demand
from non-OECD countries. Exports to primary pro¬
ducing countries may still rise substantially in the first
half of 1969, when OECD import demand will flatten
out. Later in the year, however, primary producers
may react to their extremely large trade deficit with
the OECD area and to their resulting financial diffi¬
culties by cutting their purchases from OECD coun¬
tries, and OECD exports to the rest of the world may
level off. In all, the year-on-year increase in total
exports may slow down to some 8 per cent in 1969.

Countries a large share of whose exports goes to the
United States or the United Kingdom were favourably

4. FOREIGN TRADE OF THE OECD AREA (a)

Values, per cent changes, seasonally adjusted annual rates
Estimates and forecasts

1967

$
billion

From previous year From previous half-year

1967 1968 1969
1967

2nd half

1968

1st half

1968

2nd half

1969

1st half

1969

2nd half

TOTAL (b)

Imports 145.7 5.4 12 7_ 5.7 14.9 12 5 81

Exports 140.0 5.9 111 8_ 1.4 15.8 13_ 61 61

INTRA OECD 97.2 6.4 12| 8 4.2 17.3 12 51 9

EXTRA OECD

Imports 44.1 3.6 104 6_ 8.8 9.4 12| 3 7

Exports 41.6 5.2 10_ 9 -7.3 16.0 17_ 3* u

(a) Adjusted for statistical discrepancy in the recording of intra- OECD trade, and for the estimated effects of the UK dock strike at end -
1967 and the French strikes at mid- 1968.

(b) Including trade with unspecified origins/destinations.
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A. TOTAL TRADE

OF MAJOR OECD COUNTRIES

3- month moving averages, seasonally adjusted
billion dollars at annual rates

Imports Exports

Exports Imports

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.

Imports Exports

r

10

26

9

14

13
8

12
7

11

10 6

1964 1965 1966 1967 1968 1964 1965 1966 1967 1968



THE 1 96 1 GERMAN REVALUATION

The recent trade measures taken by Germany to
stimulate imports and discourage exports are in many
ways similar to a temporary 4 per cent revaluation of
the DM applied to trade in goods only. The expe¬
rience after Germany's previous revaluation (5 per cent
on 6th March, 1961) may shed some light on the possible
effects of the present measures, though it must not be
forgotten that at the time the German enconomy was
confronted by a situation rather different from the
present one.

In the twelve months that followed the March 1961

revaluation GNP grew by some 4 l per cent, nearly in
line with the growth of capacity. The terms of trade
improved by some 3 per cent, and the seasonally adjusted
trade balance (f.o.b.-f.o.b.) fell by only $100 million.
This small deterioration was more than accounted for by

special factors, notably a surge in food imports which
were influenced by the poor 1961 harvest. Excluding
trade in food products and government imports (essen¬
tially purchases of military equipment), the trade surplus
rose by |400 million between the years ended March
1961 and 1962 though it began to decline from the
autumn of 1961.

On the import side, the DM prices of imported raw
materials and manufactures fell by over 3 per cent imme¬
diately after March 1961, implying only a small rise in
foreign currency prices, and slipped back further later,
partly under the influence of sinking quotations for pri¬
mary products on world markets. In the second and
third quarters of 1961 the volume of imports (excluding
food and government imports) seems to have risen
slightly more than would have been expected - on the
basis of normal relationships between demand and
imports - in the absence of revaluation, but this effect
was not apparent in subsequent quarters. The foreign
currency value of imports was therefore slightly higher,
and the DM value rather lower, than might otherwise
have been expected. While it is very difficult to isolate
price elasticities from the income effects and other
variables entering into the determination of imports, a
superficial observation of these trends would suggest
that the price elasticity over the first year was very small.

On the export side, German exporters passed on
nearly the whole increase in foreign currency prices to
their foreign customers. Prices of manufactured goods
(90 per cent of German exports) rose by 4 per cent in
foreign currencies immediately after the revaluation.
For investment goods the price rise was even steeper and
by March 1962 prices were 6 1/2 per cent above the level
prevailing a year earlier, implying all/2 per cent increase

in DM prices. In the short run, the effect of these price
changes was to increase the foreign currency value of
German exports and contribute favourably to export
performance results. In the year which followed the
revaluation, Germany recorded a gain in market shares
measured in terms of foreign currencies equal to 2 per
cent of her exports, compared with an average annual
gain in the 1 960 's of 0. 5 per cent. The main explanation
for this development would seem to lie in the low short-

run price elasticity of demand for many of the products
that weight heavily in German exports, notably invest¬
ment goods. In the medium-term, however, the price
elasticity seems to have risen appreciably. As alter¬
native sources of supply were found, German export
performance deteriorated. By the end of 1961 it would
appear that Germany was beginning to lose market
shares and in the second full year after the revaluation
this loss came to some 3 per cent of her exports.

On balance, therefore, it seems that German imports
and exports were faced in the year following the reval¬
uation by relatively low price elasticities, and that the
price behaviour of both exporters and suppliers of
imports was such that the small volume effects of the
revaluation were outweighed by the sharp improvement
in the terms of trade. But the situation changed rather
rapidly through the year. In the first six months after
the change in parity, the terms of trade improved by
nearly 3 per cent. This led to a rise in the trade surplus
(in value) of some $300 millions (annual rate) while the
volume increase was only slight. In the following six
months, the terms of trade improved much less and there
was a sharp drop in volume terms, so that the trade
balance in value deteriorated at an annual rate of

$1/2 billion.

NON FOOD TRADE BALANCE (a)

$ billion, seasonally adjusted, annual rates

1960 4th quarter 1961 2nd quarter 1 961 4th quarter

1961 1st quarter 1961 3rd quarter 1962 1st quarter

(a) Excluding Government imports.

placed in 1968, and will be unfavourably placed in 1969.
The rise in Japanese exports may be halved in 1 969, and
the rise in Canadian exports may drop very sharply.
The slowdown in the exports of Germany, Italy and
the smaller industrialised countries should be much

less marked. In the case of Germany, the export tax
is expected to raise export prices and to lead therefore

to losses of market shares in volume terms. The effect

on total export values, may, however, tend to be posi¬
tive in the short run. The United Kingdom and, to a
lesser extent, France, will also be faced with a some¬

what slower growth in their export markets. For
both countries, however, a more important factor is
how far their competitive performance stands to be
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affected by the continuing impact of devaluation in the
case of the United Kingdom, and by the strong rise of
costs and prices partly offset by recent measures to
help exporters - - in France. There might be some
improvement in the United States' export performance
in 1969 because of the expected easing of domestic
demand pressures. In this case, the slowdown in the
growth of exports would be modest. It is possible,
however, that cost increases in the United States eco¬
nomy over the last two years could have a more notice¬
able adverse effect on export performances than assum¬
ed here.

Current Invisibles

Significant changes in the invisibles balance of
several countries have occurred in 1968. The United

States is likely to show a sizeable improvement (higher
investment income and lower transfers and tourist

spending abroad). The worsening of the Canadian
tourist account is to some extent the counterpart;

the latter should now fall back to the trend experienced
before the Montreal exhibition in 1967 boosted receipts.
The EEC's invisible account will probably deteriorate
somewhat in 1968 and a certain re-distribution in

invisible balances may take place within this group.

Thanks to a further sharp improvement in the reserve
currency countries' invisible transactions, the OECD's
total invisible account is expected to revert to near
balance in 1969. The rise in United States military

expenditures abroad, uninterrupted since 1964, may
come to a halt, and receipts of investment income by
both countries are likely to grow further The Common
Market's balance may show a new and much sharper
deterioration; Germany's tourist spending and foreign
workers' remittances should increase as domestic

activity rises. Both these factors will be of benefit
to Italy, but the growth of Italian foreign travel receipts
may be hurt by the French measures, and travel expen¬
ditures and freight payments may continue their recent
rise. The outcome for French invisibles will depend
to a great extent on the exchange control regulations
for 1969, which have not yet been announced.

Shifts in Cttrrent Account Positions
in iç68

It is now useful, by way of summary, to show the
implications for different countries' balance of pay¬
ments of the trends in trade and current invisible

transactions already described. As will already be
clear, the United States suffered a substantial worsen¬
ing in its current balance of payments in 1968. The
inverse counterpart to this deterioration can be seen
in a further increase in the EEC countries' surplus and
in substantial improvements in the Canadian and Japan¬
ese current balances.

The deterioration in the United States' trade balance

in the first half of 1968 was such that, despite a substan¬
tial improvement on invisible account, the current
balance swung from a surplus of nearly $1 1/2 billion
in the second half of 1967 to a deficit of $1 billion in

the first half of 1968 (annual rates). Some improve¬
ment is expected for the second half of 1968, but for
the year as a whole the United States current balance
will show a substantial deficit for the first time since

1959.

The United Kingdom's current balance has failed
to show the improvement forecast earlier in 1 968 . Indeed,
some deterioration is likely to emerge for 1968 as a
whole, with the current deficit reaching a figure of the
order of $1 1/4 billion. For the two reserve currency
countries taken together, 1968 is likely to show a cur¬
rent account position some 2-2 1/2 billion worse than
than in 1967.

Among EEC countries only France is likely to exper¬
ience a deterioration in 1968, largely as a result of the
May-June events. The German current surplus is
likely to reach an even higher level than in 1967, while
the Italian surplus is expected to rise again by some
$3/4 billion. The Benelux countries may also have
improved their current account position by about
$1/4 billion. In all, the current surplus of the EEC
area may have risen in 1968 by about $3/4 billion to
some $5 1/4 billion.

Canada and Japan will both have improved their
current account positions in 1968, with a big swing for
Japan from a $200 million deficit in 1967 to $ 1 billion
surplus in 1968. Among the smaller OECD countries,
Denmark, Norway, Switzerland and Spain could have
shown significant improvements in 1968.

Changes in countries' reserve positions have, however,
not reflected at all closely these developments in their
current external accounts. The flow of capital in 1968
to the United States has been on an exceptional scale,
as was that out of the Common Market countries.

Despite its very poor trading position, the United
States has therefore probably had a surplus on official
settlements in 1968, while the Common Market coun¬
tries, despite a current account surplus even larger than
in 1967, had lost reserves up to the beginning of Novem¬
ber, with the large French losses not being totally offset
by other countries' gains.

Prospects for Payments Equilibrium
in iç6q

One feature of the international payments scene in
1969 should be a substantial improvement in the cur¬
rent account positions of the United States and the
United Kingdom, though uncertainties remain concerning
its timing and magnitude. On the assumption of a rather
marked slowdown in the United States, and of further

benefits accruing to the United Kingdom from deval¬
uation, the swing could still be of the order of $4 bil¬
lion for the two countries taken together, between 1968
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5. CURRENT BALANCES IN 1968 AND 1969

AND LONGER RUN TRENDS

	(| billion) 	^^^

Average Average 1968 1969

1960-1963 1964-1967 Estimate Forecast

United Kingdom

United States

Total Reserve

Currer

countr

Franct

Germa

Italy

Other

Total

Canad

Japan

Other OECD North

Other OECD South

-0.03

2.45

-0.64

3.42

-1.30

-0.40

0.25/0.65

1.80

Currency
countries

2.42 2.78 -1.70 2.05/2.45

France (a)

Germany

Italy

Other EEC

0.80

0.41

0.10

0.23

0.27

0.23

1.67

-0.04

-0.20

2.70

2.40

0.30

-0.20/ +0.30

1.80

2.25

0.10

Total EEC 1,55 2.13 5.20 4.20

Canada -0.86 -0.75 -0.30 -0.65

0.42

-0.53

-0.20

0.38

-0.74

-0.70

1.1

-0.10

-0.55

0.65

0.45

-0.70

Total OECD 1.96 3.10 3.55 5.00/5.50

Ajustments (b) -0.2 0.3 0.3 0.2

OECD current

balance with

rest of world

1.8 3.4 3.8 5.20/5.70

(a) Transactions with non-franc countries.
(b) For inconsistencies in recording of intra- OECD transactions.

and 1969. Their combined deficit in 1968, estimated

at SI 3/4 billion, might then give place in 1969 to a
surplus of $2 1/4 billion. Of this swing, about S3 bil¬
lion should come from an improvement in trade balan¬
ces, and $1 billion from an improvement in other
current account items.

This progress towaids payments equilibrium would,
however, still leave a number of reasons for disquiet
about the prospective developments in 1969. Despite
the size of the expected swing in the position of the
reserve currency countries, the level of their current
account surpluses in 1969 would still be well below the
average recorded in the period 1960-1967. For the
United States the forecast current surplus of $ 1 3/4 bil¬
lion is well below what has up to now been regarded
as a viable level; and that forecast for the United King¬
dom for the second half of next year (a range of a sur¬
plus at annual rates from $0.6 to $1 billion) could be
less than needed for full achievement of the official

aim of a surplus on the basic balance running at a rate
of £500 million ($1.2 billion) before the end of the
year. Largely as a consequence, the EEC countries'
combined surplus may still be running at a rate of
|4 1/4 billion, which is well above any reasonable
medium-term aim for this group of countries.

A second disquieting feature is the considerable

degree of imbalance likely between the three major
EEC countries. The measures taken following the
November crisis should result in a substantially better
development for France, and should help to reduce the
German surplus. Despite this however, both the
German and Italian surpluses are likely to remain large
in relation to GNP and appropriate medium run balance
of payments aims.

Thirdly, as already noted earlier, there is a question
as to whether sufficient finance will be forthcoming on
a continuing basis to cover the large current deficit
foreseen for the primary producing countries as a
group in 1969.

Other Features

This issue also includes an analysis of international
capital movements in 1968 and prospects for 1969.

Price per issue : S 3.80 26 s. F. 15.00 Sw. Fr 15.00 DM
12.50. Subscription price for 1968 : by surface mail : $ 6.00
41 s. F 24.00 Sw. Fr 24.00 DM 20.00 D or by airmail (Ame¬
rica, Far East) : $ 7.00 55 s. F 32.00.
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STUDENT UNREST:
IMPACT ON

EDUCATIONAL SYSTEMS,
THE ECONOMY AND

SOCIETY IN GENERAL

What is new about student unrest is not the unrest itself; nor Is there anything to the notion that the

current student crisis stems from recently developed "social unrest". What is new is the means through

which students are now attempting to deal with this unrest and to use their newly discovered power to

change the larger system.

Student manifestations have occurred in most parts of the world and have affected countries irrespective

of their particular socio-economic and political regimes. The movement has applied itself equally in
ultra-centralised and rigid systems of education and in more open and diversified ones.

The process of student rebel/ion seems to have followed a more or less common pattern, along the
following lines :

students attempting to lay grievances before university and/or government authorities;

dissatisfaction with the response to their demands leads to a determined student group taking up the

issue, winning much sympathy and publicity;

a hardening of position on the part of the authorities;

police intervention, followed by riots;

conversion of the movement into a political issue involving larger segments of the educational estab¬
lishment and, in certain cases, of the working population.

The following preliminary analysis of the underlying causes of this phenomenon is a first step towards
a more sustained study of its possible impact on educational systems, the economy and society in
general. It has been prepared by George S. Papadopoulos, Head of the Educational Development
Division in the OECD Directorate for Scientific Affairs, bringing together the views of a number of his

colleagues.

At the risk of oversimplifying and rationalising uncertainty as to the permanent aims of society beyond
what in effect is an extremely complicated and material satisfaction, and student desire to participate as

multiple problem, both in its causes and its expression, adults in shaping the destiny of the university and of a
" une révolution sans visage ", the multifarious streams new society;
which feed student unrest can be conveniently grouped

under three broad headings : student preoccupation with professional and career
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prospects after graduation, particularly in the profession¬
ally unanchored disciplines;

® dissatisfaction with, and in many cases utter rejection of,
the existing internal structure, organisation, content and
methods of the educational system.

A detailed analysis of the various elements which make

up these three sets of causes cannot be attempted here, as
it would lead far into the social, economic, political, ethical
and educational concepts which permeate modern civili¬
sation. The analysis, therefore, will concentrate on a few
of the salient points that arise under each of the three

headings as these relate directly to a better understanding
of the phenomenon described above.

The Price of Economic Growth

There is strong reaction among a great number of
people, particularly the younger, against the very narrow
and materialistic objectives of modern highly technological
societies. This " growthmanship " or " index-economics "
objective, because of the very clarity of its definition and
purport, has tended to overshadow, even vitiate, the

broader goals of society and to inculcate a view of the
individual human being as merely a productive unit,
which has been aptly summed up by Galbraith's allegory
of St. Peter enquiring of those seeking entry to Paradise
what their contribution had been to the growth of the
GNP ! Those responsible for investigating and promoting
economic growth have, in fact, paid little attention so far to

the social consequences of such growth, as is shown by
the priority accorded to the rising per capita income as
against the problem of income distribution in the society.

In this sense, the student rebellion is primarily directed
against the " consumer " view of society; it has focussed
attention on the fact that economic euphoria is not an
end in itself and that, together with its close companion,
technology, it carries with it unintended consequences
which add new problems to those it attempts to solve.
These problems are no longer ideological but technical, in
the broadest sense. Yet existing political parties are still
based on out-dated concepts of irrelevant ideology with a
consequent decrease of idealism and a corresponding
growth of cynicism.

It is not surprising, therefore, that those among the
students who are concerned with understanding the world
rather than manipulating it those from what may be
called the "professionally unanchored "disciplines, such as
sociology and social psychology should take the view
that the university should cease to be an instrument in

the hands of this materialistic society geared to producing
the " narrow-minded " specialist this kind of society
requires; they reject becoming what the German SDS
calls " fachidioten ", i.e. " occupational idiots ". It is these
students who are exposed to the full impact of the "école
parallèle" (i.e. the multitude of educative influences in

modern society outside the formal school system) only to
find that what they are made to study has little relation
to their burning preoccupation with the world around

them. The bankruptcy of political ideologies leaves them
no option but to take matters into their own hands.

This leads to the second main factor under the first

group of underlying causes, namely student desire to
play an effective role in shaping the university and society.

Participation

Many people have seen in the centralisation of the

decision-making process in the university, and, in certain
cases, in the whole politico-economic system, the main
cause of recent events. The problem of participation has
in any case to be seen as part of the wider issue of the more
pluralistic nature of highly technological societies in which
the decision-making process at all levels can no longer be
manipulated by centralised procedures. Behind this lies

the thesis that the old management-worker dichotomy in
which participation was difficult to envisage is rapidly
giving way to a more articulated "techno-structure"

involving more subtle relationships in decision-making.

As far as the university is concerned, the quest for
participation is probably the hub of the current problem :
the fundamental demand of the students is that they be
given a voice in all the essential aspects of the life of their
institutions which is meaningful and commensurate with

their newly-realised identities as mature people. (There
is some evidence that the student population of today is
2-3 years physiologically more mature at each level than
their opposite numbers 50 years ago. To this must be
added their increased sophistication in terms of social,

political and international experience). For them, the
university or parallel institution represents a community
which, however transient their association with it might be
in relation to the other more " permanent " elements or
groups (teachers, governors, administration, etc.) of which
it is composed, leaves on them the most profound impact
affecting the rest of their lives.

This standpoint of the students contests the argument
generally put forward by the established authorities that

the university is an entity which exists over and above,

before and after, any current generation of students and,
therefore, the decisive guardianship of this larger entity
must be entrusted to corporate bodies transcending
individual student generations.

Thus, the situation contains the elements of a power-
struggle, in which not the least considerations are the g rowing
numbers of students, and the unwillingness of authorities
in democratic societies to lay themselves open to the
accusation of resorting to measures of suppression usually
reserved to " normal " rebellions. Moreover, there

is a real sense in which this power-struggle is also a
generation-conflict.

Apart from the normal psychological element of ingrained
rebelliousness against authority through which young
people of a certain age always go in search of their own
individuality, the rapid transistions in modern societies have
occured in spheres, such as technology and mass-media, in
which the younger generation participates, or anticipates
entering, to a higher degree. In this sense, students may
be more aware of changes in society and their consequences
than the older generations. The very term " generation "
today takes on a new meaning in the context of scientific
and technological change.

There seems to be no way out of this dilemma unless

students are encouraged, rather than challenged, to
produce constructive recommendations about educational

34



reforms some of which could then be instituted, perhaps

on a trial or experimental basis. But it remains to be seen
whether students, once recognised and given a chance to

participate in the formulation and attainment of societal
goals, will continue to behave " rationally " and co-operate
with the existing power structure in bringing about reforms.

Occupational Preoccupations
and Educational Irrelevance

These two sets of causes can be conveniently grouped

together; they cover an immense field of underlying
conflict and dissatisfaction which has been fully docu¬

mented and analysed during the past ten years under the
programmes of the OECD Committee for Scientific and
Technical Personnel (STP). Little, therefore, need be
said here.

In essence, the occupational problem is one of the
integration of students into society on completion of their
studies which is stultified by society failing or refusing to

create enough jobs at the graduates' level of qualifications.
(It should be noted that this argument, as a cause of
student unrest, has been advanced mainly by the establish¬
ment, i.e. university professors, ministries, sociologists,
etc., rather than by the students themselves). Obviously
a great deal can be done to alleviate the imbalances between
choice of studies and job prospects, but it is doubtful
whether any such measures can overcome the inherent
problem of social or individual demand as the determining
factor of the distribution of students over the educational

physiognomy.

If this is recognised, it could then be argued that the
problem for the future is how to devise an occupational
structure better attuned to this educational output, on the

over-riding assumption, however, that adequate flexibility
is ensured in the latter to enable it to adapt easily to chan¬

ging demands; hence the importance of more integrated
courses, more general educational background at all levels
and the deferring of specialisation to the latest stage
possible, and of continuing education. It is through such
means, as is clearly shown by the educational policy and
planning experience of the more advanced OECD countries,
that the apparent contradiction between the "manpower"
approach and the " social demand " approach to educa¬
tion is being resolved.

For this to be done, drastic changes would have to be
effected in the structure, content, methods and organisation

of teaching, not only at university level but throughout the
cycle. The total educational experience of students before
they come to university sets the stage for the explosive
expression of students' discontent with formal educational
procedure and the content of education as well as the social
context, and the "rules" within which this education

takes place.

Though this pre-university experience results in a
student group increasingly more sophisticated than former
generations of students, it does not adequately or evenly
prepare them for the disciplined perspectives of the adult
world which they face on entering university ; this is all the
more so because of the growing " démocratisation " of
education which brings together into the educational

establishment a variegated social clientele who may be
successfully trained to pass entrance examinations and
courses but find themselves under strain, inadequate,
frustated and uncertain in the face of a more or less mono¬

lithic system of higher education, out of joint with the
world around it, still elitist in its concepts and highly
competitive in its methods.

Moreover, the position of formal education in the total
educational experience is becoming increasingly marginal
as the power of other sources of information grows.
Educational institutions have failed to redefine their

role in terms of this new situation, and there is a

galloping tendency for them to become irrelevant. In this,
the obsolescence of the university merges into the anti¬
quated concepts governing all aspects of the educational
system and, beyond that, the rebellious students would
claim, of society as a whole.

The Challenge Ahead

If the above analysis is correct and on the assumption
that the problem of student unrest has come to stay, the
first conclusion to be drawn is the need to ensure a con¬

structive outlet for it and to absorb it into the framework of

social, political and educational structures. The second
conclusion is that much greater understanding of social and
behavioural processes is required, and this understanding
will not come from the natural scientists and the engineers

for whom modern industrial society shows an infinite
appetite for absorption. It must come in the first place
from social and behaviour scientists, who are not easily

absorbed by modern society and who have not had the
research support needed, so that they have been forced to
concentrate on secondary problems instead of the
large-scale inquiries necessary in relation to important
social problems.

A similar problem faces the humanities, which are
supposed to make more meaningful and enjoyable the
" good life " which people nowadays can afford because
of the technologically advanced society. Thus the real
problem for the universities is not primarily one of science
and engineering education, though much remains to be
done here in the way of " humanising " it, but how to
transform the frustrated intellectual and professional poten¬
tial of the social sciences and humanities into a force in our

society of equal weight to that of science and engineering.
Such transformation imposes new and heavy tasks for the
universities which would have to rethink the essence of

their purpose and functions and spell it out clearly
before the much discussed problem of their diversification
can begin to be considered in practical terms.

Within OECD, the current programmes of the STP
Committee and of CERI (the newly set up OECD Centre
for Educational Research and Innovation) are directly
related to the substance behind many of the issues posed
above. They are unique in seeing educational and peda¬
gogic development as part and parcel of the social and
economic fabric, and in providing in this context a solid
basis of technical analysis indispensable to a better under¬
standing and management of the educational revolution
of our times.
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ENERGY

IN

THE UNITED

KINGDOM :

FOUR

SOURCES

INSTEAD

OF TWO

The OECD"governments have decisions on energy
to mafye which will shape their countries' econo¬
mic future, and these they discuss together in the
OECD Energy Committee, the forum where
relevant policies arejointly reviewed. The United
Kingdom is the largest consumer of energy in
Western Europe, and in iç66 used 1 75 million
tons (1) ofcoal, 72 million tons ofoil and igo,000
million fylVh ofelectricity, including 21,000 mil¬
lion from nuclear sources. (Productio7i capacity
ofnuclearpower stations in the United Kingdom
accounts for 60 per cent of the capacity of all
such stations now existing in Europe.) The fol¬
lowing article summarises some ofthepoints con¬
tained in a memorandum submittedearly in iq68
to the Energy Committee by the United Kingdom
power authorities who describe the situation in
their country.

(1) Figures are in statute tons throughout.

The pattern of the United Kingdom's energy
economy will change in the next few
years. Whereas two primary fuels, coal
and oil, were earlier used, natural gas and

nuclear energy will alter the picture.

The discovery of natural gas in the North Sea has
opened up entirely new possibilities for the gas indus¬
try. Drilling in British waters began at the end of
1964 with a well on the Dogger Bank and since then
progress has been rapid. The first field was located
by the British Petroleum Company in the autumn of
1965, from which supplies began to flow into the
natural gas pipeline system in July 1967. Meanwhile
three additional fields have been discovered.

Expert estimates place recoverable gas reserves in
the fields so far found at some 700,000 million m3,
enough to provide an annual yield of about 30,000
million m3 in the early 1970s, or nearly three times
Britain's present consumption of town gas.

Under a 1964 Act, North Sea gas must be offered
to the nationalised gas industry if it is to be supplied
for use as a fuel. The industry plans to supply natural
gas to the whole country by 1970 and a national
gas-transmission system is being built for this purpose.
The grid already built to carry Algerian natural gas
will be absorbed into the national system, and
2,000 km of pipe are to be added.

In studying the prospects for natural gas the
Government is not only interested in the price advan¬
tage which natural gas may have over other fuels but
also in the real resources that can be saved when

natural gas is substituted for other fuels. In general,
resource savings are likely to be highest in the pre¬
mium markets where natural gas is replacing manu¬
factured gas, intermediate where it commands a
moderate premium in price over oil and lowest in the
bulk industrial market. Balancing the supply against
the demand to best effect will raise problems which
cannot be solved until it is known more exactly how
successfully natural gas can penetrate the various
markets.

The cost of introducing natural gas and of convert¬
ing the appliances of 13 million gas consumers will be
considerable, involving an outlay of some £300 million
yearly during the next five years. But the benefits
in terms of the savings on foreign currency and lower
energy costs will also be high. To secure these
benefits, the Government are planning for the rapid
introduction of natural gas into the economy. Most
of the gas will go to the premium markets, but there
will be some supplies to bulk industrial users to assist
the early build-up in supplies and to balance load
thereafter.

Nuclear Power

During the 1950s electricity consumption increased
by more than 8 per cent each year, but in the last five
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years or so the rate of growth has slowed down.
Throughout the period , electricity production has
chiefly been based on home-produced coal. Oil use
by power stations, which reached a level of over
7 million tons of coal-equivalent in 1959, by 1967
had not risen above the 12.6 million figure.

A step towards a new primary source came with
the adoption of a programme providing for the con¬
struction of nuclear power stations with a total
capacity of 5,000 MW by the end of 1969. A second
programme envisages a further 8,000 MW installation
between 1970 and' 1975.

Changes in the pattern of fuel consumption in the
electricity industry can only take place slowly, as new
plant is introduced. Since it takes five years or
more to build and commission a new unit of generating
plant, the pattern is already largely set as far ahead
as the end of 1972. The public electricity-supply
industry in Great Britain will then have some

53,000 MW of coal-fired capacity, 10,000 MW of oil
and dual-fired capacity, 6,000 MW nuclear and
4,000 MW of other (mainly hydro) types of plant.

About two-thirds of the total nuclear capacity due
to be completed by 1969 under the first nuclear
programme is already in service. The earlier stations
constructed under the programme were unable to
compete with modern conventional stations, but as
a result of advances since the programme was launch¬
ed later stations will be able to match contempo¬
rary coal-fired stations in supplying base-load electri¬
city in those parts of the country where they are
situated away from the coalfields.

Three nuclear power stations under the second
programme, each using the advanced gas-cooled
reactor, are under construction. The latest tenders
confirm the downward trend of nuclear costs.

Because of the potential importance of nuclear power,
the economics of the second nuclear programme and
of nuclear energy costs in the longer term were
subjected to a fresh and detailed examination. This
examination confirmed the prospects held out by the
initial tenders to the effect that nuclear energy pro¬
duced in stations coming into service in the 1970s
will be fully competitive with conventional genera¬
tion. As a result of this assessment, nuclear power
stations will probably predominate in the construc¬
tion programmes of coming years. But proposals for
particular power stations will continue to be assessed
on their merits as they come up. The generating
Boards will have their choice of fuel on an economic

assessment of the method of generating electricity at
the lowest system cost but in deciding whether to
give consent to new stations, the Government will
also take into account such wider economic consider¬

ations as may be relevant.

In the last ten years the demand for oil has been
increasing steadily. The use of this fuel has now
penetrated so deeply into markets previously domin¬
ated by coal that the rate of demand for fuel oil has
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grown faster than that for the lighter products.
The greater use of oil has been accompanied by rapid
development of the home refining industry, which has
broadly kept pace with rising consumption.

Oil now takes up a larger proportion of the United
Kingdom energy market than it used to, and demand
is not expected to rise as fast in the future. Changes
will also occur in the balance between the different

products, but not sufficiently to cause unmanageable
problems of refinery balance. Trade in oil products
is recognised as being necessary for the oil companies
to balance their international refining operations and
to keep down costs and prices. It remains the UK's
broad policy to avoid discrimination between oil
companies trading in the UK market.

So far as the availability of required oil supplies is
concerned, the world's oil reserves are adequate to
meet world demand for many years to come, but the
problems of interruptions in supplies remain for both
the United Kingdom and other countries. Of this
risk, the effects of the war in the Middle East in 1967

and the civil war in Nigeria serve as sharp reminders,
even though the flexibility which the international
oil companies have in their supply arrangements
reduces the risks of disruption - oil supplies entering
the United Kingdom come from a greater number of
sources than they did ten years ago. As an important
contingency measure there are sizeable stocks of oil
held in the UK in line with OECD recommendations.

They include stocks held by the Government itself
and stocks held by the companies in excess of com¬
mercial requirements. The policies being followed
were put to the test in 1967 and enabled the United
Kingdom, as well as the other OECD Member coun¬
tries, to weather the serious initial dislocation of oil

supplies that year.

The likely trend of oil prices is an important ele¬
ment in energy policy. Although this is difficult to
forecast, there are a number of reasons why the
United Kingdom authorities do not expect prices to
increase. The oil industry is continually searching
for ways of cutting costs, as by using very large
crude-oil tankers to reduce freight charges and
increase flexibility and security of supply. Competi¬
tion is strong, whether with other fuels, between
companies or between sources of supply, and a surplus
of available crude oil is likely to persist for many
years in spite of expanded world demand.

Thus, although in the light of the Middle East war,
the Government have put in hand an examination of
ways in which the security of supplies might be
further strengthened, Government planning proceeds
in the expectation that regular supplies of oil at
competitive prices will continue to be available to
the UK and they believe that it would be wrong to
deny to British industry the competitive advantages
that oil brings.

Until about 1955 the United Kindgom fuel eco¬
nomy was mainly dependent on coal, which covered
90 per cent of the country's needs. The gas and elec-
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Colder Hall, Britain's first nuclear power station and the first

tricity industries then used this fuel almost exclus¬
ively, but in spite of steps taken to check the down¬
ward trend, the demand for coal has since steadily
declined and in 1967 it had fallen more than 20 million

tons below the 1965 level.

Mining installations are nevertheless constantly
being improved. The percentage of power-loaded
output rose from 75 per cent in 1965 to more than
88 per cent in 1967. The aim is not only the deve¬
lopment of highly mechanised production methods
but operation by remote control so that in future
much of the labour force will consist of highly skilled
technicians. The experimental colliery at Bevercotes
has started production and the National Coal Board
intend the methods used there to be applied progress¬
ively to other pits.

Mining productivity has risen by 50 per cent in the
last ten years and will continue to rise. Because coal
will continue for a long time to provide a large and
indispensable part of the country's fuel supplies, the
industry's modernisation and concentration on the
most economic coalfields and collieries must go for¬
ward. Only in this way can the coal industry remain
viable. The greater the industry's success in redu¬
cing costs, the higher coal demand is likely to be in
the 1970s. This continuing progress will inevitably
mean fewer miners, even if the present trend of
declining coal consumption were to be checked.
Mining manpower has been falling to the tune of
some 30,000 workers per year over the last decade.
So far, such reductions have largely been achieved
through natural wastage, and in the last three years
unemployment among miners has been below the
national average.

While the attrition of mining labour creates no
new problem, it can however aggravate existing
difficulties in areas where other jobs are already hard¬
er to come by than elsewhere. As in the past, many
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in the world to produce electricity en a full commercial scale.

colliery closures will occur in " development areas "
where alternative jobs are relatively fewer.

The new pattern of energy supplies in the 1970s
will bring the United Kingdom important advantages.
But the transition from the present situation will
create particular difficulties for the coal industry and
the mining communities. Already coal receives
protection from the tax on oil and the virtual ban on
imports of coal. In addition, special measures are
being taken for the transitional period up to 1970-71.
The electricity and gas industries are to take more
coal - up to 6 million tons or more - than would be
economic for them, the additional costs being paid
by the Government; there is a new scheme of supple¬
mentary benefits for older miners made redundant by
colliery closures; and the Government is to pay a
greater share of the social costs of colliery closures.
In addition areas specially hard-hit by colliery clo¬
sures will be given special help through extra induce¬
ments to attract industry and additional funds to
improve roads.

Use ofResources by Nationalised
Fuel Industries

One particularly important aspect of the Govern¬
ment's task is to ensure that the nationalised energy
industries - coal, gas and electricity - whose capital
investment now amounts to some £1,000 million a

year, use their resources as efficiently and economi¬
cally as possible. The Government has set out invest¬
ment guidelines which can be summed up as follows :
having adopted the best methods of investment apprais¬
al (normally discounted cash-flow techniques) and
appropriate pricing policies, the industries must look

for a return of at least 8 per cent on all new invest¬
ment undertaken for purely commercial reasons.
The industries are to aim at financial viability as
commercial undertakings. Their revenues should
normally cover their accounting costs in full, including
the service of capital at its full cost to the Exchequer
and appropriate provision for its replacement. In
addition, financial objectives, aiming whenever prac¬
ticable at modest profits, are established as an incen¬
tive to management and as one of the standards by
which success or failure over a period of years may be
judged. The industries' price structures are expected
to be devised in reasonable relation to costs at the

margin.

Efficiency in the Energy Sector

Technical advances and increased efficiency in
the coal and oil industries, the emergence of nuclear
power as a competitive source of electricity and the
discovery of natural gas promise ample, reliable,
competitively priced supplies of energy - a goal which
the United Kingdom authorities are making every
effort to attain. But in planning to achieve the
longer-term benefits to the economy from the tran¬
sition to four fuels in place of two, account has to be
taken of both the economic and social consequences
of shorter-term problems. Progress and change
inevitably mean some painful readjustment, some¬
times affecting whole communities. But too abrupt
a decline in coal would put at risk the success of the
coal industry's reorganisation and result in needless
hardship and waste.

"Britain's energy policy", concludes the United
Kingdom report, " seeks to provide the conditions in
which all the fuel industries will find incentive for the

most vigorous further development and progress
aimed at supplying the nation with energy at the
lowest possible cost in resources. Freedom of choice
for the consumer and competition between the fuel
industries each have their part to play in ensuring
efficiency in the energy sector. At the same time,
the impact of this policy on the coal industry is
tempered by transitional measures to assist in its
re-organisation. In framing these measures the
Government have been at pains to avoid, to the maxi¬
mum extent possible, distortion of the desirable
long-term pattern of development in the energy
sector ".

" The magnitude of recent developments highlights
the need to think of fuel policy as an evolving subject,
requiring constant review and susceptible of conti¬
nuous adjustment. This need arises not only from
change within the energy sector itself but also from
the impact of broader economic and social circum¬
stances, themselves liable to change. Energy policy
is kept under continuing review with the constant
aim of making possible the supply of energy at the
lowest total cost to the community having regard to
the whole range of relevant considerations - economic
and social - and to national and regional economic
policies ".
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THE TECHNOLOGICAL
GAP IN THE

ELECTRONICS INDUSTRY

AND ITS CAUSES
The OECD Directorate for Scientific Affairs has

drawn up a series of reports on the technological

gaps between the Member countries ; they include

a general report and sector reports, which are

now being published. The report on electronic

components which has just come out was exam¬

ined by a group of experts including represen¬

tatives of the countries studied (Belgium, Canada,

France, Germany, Italy, Japan, the Netherlands,

Sweden, the United Kingdom and the United

States), industry (Elliott Automation, Nippon

Electric, Philips, SGS Fairchild, Siemens, and

Texas Instruments) and private research estab¬

lishments (Battelle, A.D. Little and Quantum

Science Corporation).

The electronics industry, which plays a major role
in the economies of advanced countries, is dep¬
endent upon the components industry for the parts
it needs to make the articles that it produces for the

consumer market (TV and radio-sets, tape-recorders,
etc.), for industry (computers, instruments communications

equipment, etc.) and for defence requirements (missiles,
aircraft, guidance systems, etc.).

It is essentially an international industry and in every
country the biggest firms have to compete with the
world's leading suppliers. They are protected neither by
distance nor by customs tariffs, and home markets are

open to everyone. The only real protection available to
them is the ability to compete successfully as regards
innovation, prices and technology.

Particular features of the components industry are the
technological gaps or disparities between the various
producer countries and especially between the United

1. ESTIMATED OUTPUT OF ELECTRONIC COMPONENTS IN THE MAIN

PRODUCING COUNTRIES OF THE OECD AREA (1965)
(ins mi lion)

Active components

Passive

components
Total

Producing
countries

Tubes

Semi¬

conductors

(discrete)

Integrated
circuits

/o

of

GNP

United States 1,019 927 85 1,259 3,290 0.41

Japan 137 140 390 667 0.80

United Kingdom 208 454 662 0.66

Germany 122 47 404 573 0.36

France 96 59 264 419 0.43

Netherlands n.a. n.a. n.a. n.a. n.a. n.a.

Italy n.a. 25 n.a. 92 0.16

Canada n.a. n.a. n.a. n.a. 69 0.14

Belgium n.a. n.a. n.a. n.a. 45 0.26

Sweden 2 8 10 0.05

Sources : Countries' replies to the OECD questionnaire and OECD estimates.
Notes: The definition of the passive components sector differs from one country to another; the only figure corresponding apparently to

the OECD definition is that of the United States; data for other countries are probably too high, except for Canada (re/ays and
	connectors not included).
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2. RATES OF GROWTH ll\l THE COMPONENTS

INDUSTRY BETWEEN 1961 AND 1965

(1961 = 100)

_ . Passive Active
Producer Country

Components Components

Components
Branch Total

United States 131 144 138

Japon 188 127 152

United Kingdom 140 146 144

Germany 133 130 129

France 155 144 151

PASSIVE COMPONENTS

Capacitors

Resistors

Connectors

Relays, etc.

ACTIVE COMPONENTS

Tubes

Receiving tubes

Power and special-purpose
tubes

Discrete semi-conductors

Transistors

Diodes

Special types

Integrated circuits

Source : Countries' replies to the OECD questionnaire.

States and other countries, and a rapid growth rate

(Tables 1 and 2).

From the technological stand-point, the information
collected shows that each country has certain specific
aptitudes : Japan is well placed in the field of passive
components, the Netherlands and the United Kingdom as
regards power tubes, and Germany for receiving tubes.

The OECD experts pay special attention to semi¬
conductors, which constitute a key branch of the electronics
industry and where one country, the United States, is
far in the lead. They have found here that :

most new inventions and technological advances stem
from a small number of US firms;

US firms seem to be the only ones in a position to grant
licences and sell their know-how on the international

market;

no foreign firms occupy a leading position on the United
States market, but US firms have a substantial share of

foreign markets;

the US firms' share of world exports is steadily increasing.

The OECD expert group has identified a series of factors
which could be responsible for these disparities; some of
them relate to the firm itself (and especially its capacity
for innovation and its management) while others concern
the conditions under which it works (such as government
support and the quality and size of the market).

Demand and Innovation

Two fundamental revolutions have taken place in the

electronic components industry : the invention of the
transistor by the Bell Telephone Laboratory in 1947 and
the development of integrated circuits by Texas Instru¬
ments and Fairchild around 1960 (Graph A). The vigor¬
ous expansion of the electronic components industry and
the extension of its field of activity stem directly from

the development of new products.

Discrepancies between the achievements of the various
firms are partly due to their ability or inability to judge
demand correctly.

Three sets of facts confirm this. First, the success of

firms established by technologists to make a better
product than the firm in which they were previously work¬
ing. Second, there is the example of firms that introduce
a product which other firms did not manufacture because
they thought there was no market for it; for example, in
the computer industry Scientific Data Systems, a subsidiary
of Packard-Bell formed in 1961 was the first to make a

very small computer which no big firm thought profitable
and as a result its turnover rose from $1 million in 1962

to $55 million in 1966.

Third, the better performance of firms with a sales
department capable of estimating short- and medium -
range demand; American companies set very high stan¬
dards when recruiting sales staff; for instance, in three
leading US firms, 93 to 100 per cent of the sales staff are
engineering graduates.

The example of companies such as Philco, Texas
Instruments and Sony shows that the real problem when
a disparity exists between one firm and its competitors
does not so much consist of keeping abreast of the funda¬
mental technologies as exploiting newly acquired techno¬
logies, improving on them and bringing new products on¬
to the market.

The turnover of Sony in Japan rose in 20 years from
$7,000 to $103,000,000; this firm developed step by
step, by creating new markets with new products such as
tape recorders, transistor radios and transistorised TV sets.
In the beginning it had the monopoly for these both at
home and abroad. The firm expanded so rapidly because
it was able to satisfy the resulting demand.

Management

Certain components manufacturers have made mistakes;
the purpose of some companies was to manufacture tubes,
and too little attention was paid to the discovery of the
transistor which, although completely different in structure
from the tube, nevertheless has a similar amplifying
function. These manufacturers had not defined their

aims in sufficiently broad terms.

The precise definition of a firm's aims is a primordial
factor in efficient management. The experts start out
from the assumption that one of the main factors responsible
for the American lead in the semi-conductors industry

lies in their superior organisation of the input factors, i.e. in
better management. A firm's aims must be defined and
then achieved. The experts point out three ways of
doing this.

First, the type of organisation a firm adopts may or
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A. ELECTRONIC COMPONENTS

SHIPMENTS IN THE U.S.A.

1955-1966 (in millions of dollars)

4,000

1955 1957 1959 1961 1963

Source : United States reply to OECD questionnaire.

1965

may not facilitate the flow of technological information
from the market; the correct functioning of this feedback
mechanism is essential to the success of innovation and

a firm must take this into account when deciding upon its
internal organisation.

Secondly, a firm also has economic and technological
tools at its disposal : technology forecasts and planning of
technological developments (it is not unusual for compan¬
ies in the United States to delegate this work to outside
firms) ; market forecasts ; long-range planning ; comparative
indicators (firms send their results to a private clearing¬
house which assembles this confidential information and

communicates the global figures to member firms; this
system has proved an effective alarm signal) ; and refresh¬
er courses and retraining programmes for research
workers and engineers.

The third way in which the firm can attain its objectives
is to detect errors and correct them at once. The report
gives two examples. The first is an American firm which
thought that there was a market for a microminiaturised

potentiometer; six months later, it brought out the instru¬
ment but there was, in fact, no market for it; instead of

persisting, the management decided to defer launching
the new product for two years.

A big European instrument manufacturer faced with the

same problem adopted a different line; the management
did not look upon the development project as a mistake but
considered that in view of the company's size, reputation
and technical know-how it was reasonable to invest large
sums of money in fields without immediate outlets.

Government Support

In 1967, total sales by the electronics industry in the
OECD countries came to $ 35,400 million, of which $ 1 3,1 00

million - or 35 per cent - was against government contracts.
The United States accounts for about 60 per cent of total
sales of electronic equipment but in case of total govern¬
ment contracts the figure is much higher - over 80 per
cent. In 1965, 29.5 per cent of the total deliveries by
the electronic components industry in the United States
was against government contracts, compared with 43.6 per
cent in 1959 (Graph B).

In a country where the electronics industry is oriented
mainly towards consumer goods, the components industry
tends to mass-produce simple low-cost items but where
defence contracts account for a high proportion of the
electronics industry's sales it tends to turn out highly
sophisticated products. Every producer country manu¬
factures a wide range of equipment and none concentrates
on a single type, but these differences in structure may
help to explain some of the disparities between the principal
countries producing components.

Government support makes its impact at R and D level
and at market level. A National Commission in the United

States has observed that "semi-conductors, numerical

control, electronic computers and nuclear power gene¬
ration, as well as a host of other less significant innovations,
owe their development to Federal Support ". In 1 956, the

United States Government allocated approximately $40,000
million to the semi-conductors industry for a period of
three years. And more than $100 million was allotted to
the integrated circuit branch between 1959 and 1965.

42



Significant support was also forthcoming from the
United States Government at market level. The curve of

integrated circuit or transistor costs shows that these
new products were initially far too costly to be sold for
industrial applications and, it follows, for incorporation in
consumer goods.

Only when the production problems have been mastered
can the new products find an outlet in industry, and
this may take several years. But if governments are able
to form a sufficiently large market when the cost of
products is still prohibitive for industry, prices can be
brought down more quickly and the new products can be
introduced into the economy at a faster rate.

Quite often products developed for defence require¬
ments subsquently find civilian applications. The Presi¬
dent of Litton Industries is on record as saying : "Since
almost all new products have their first application in
military uses, we always want at least 25 per cent of our
business in defence and space ". However, it should be
noted that in the case of space programmes thousands of
new products have been developed for which no appli¬
cation could be found either in industry or on the consumer
market : here we have inventions in search of innovations,

so to speak.

In the experts' opinion, the organisation and structure
of government support are extremely important factors.
Part of the success of the United States lies precisely

in the structure of this support. Instead of being given to
government agencies which had no close contact with

the market, most of the work on integrated circuits, for

example, was done by private enterprise and the companies
concerned were anxious to improve their position on the
commercial market.

Nature and Size of the Market

The OECD experts consider that the volume of sales
achieved by a sales engineer in a European subsidiary of
an American firm is three to five times less than that

effected in the United States by his opposite-number in
the parent company. The difference is even greater when
a truly European company as distinct from a European
subsidiary of an American company is compared with an
American firm operating in the United States.

The economic environment in which a firm operates

has a bearing on productivity and profits. The experts
adopt the hypothesis that differences in environment are
one of the main factors responsible for economic disparities
between the semi-conductor industry in the United
States and elsewhere.

There is very keen competition on the market for
electronic equipment in the United States, which has
two positive consequences. Firms which make mistakes
are much more heavily penalised than in other countries;
they are compelled to take correct decisions much more
rapidly, and, it follows, they must employ refined manage¬
ment techniques and have recourse to technological
innovation.

B. DEFENCE SHIPMENTS OF THE UNITED STATES COMPONENTS

INDUSTRY AS A PERCENTAGE OF TOTAL SHIPMENTS

IN 1959 AND 1965
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Part ol a prototype computer using tunnel-diodes which will be 100 times taster in operation than computers in use today

The other decisive advantage, which follows directly
on the first, involves feedback. As a result of the keen

competition American firms discover their mistakes very
quickly from the reaction of the market; they can change
course before the situation becomes irremediable.

Competition does not preclude intercompany commu¬
nication, which is another favourable factor; being large in
number (3,000), American component manufacturers are
able to resolve technical problems more easily through
such communication; the chances of overcoming a prob¬
lem increase with the square of the number of firms in
that particular branch of the industry. Competition does
not imply that a firm will wish to keep the monopoly of an
invention : in 1 952, Bell Telephone organised a conference
at which it offered its transistor know-how to any firms
interested (Western Electric, representing Bell Telephone,
received $8 million under this heading between 1952 and
1963).

In terms of market size, the United Kingdom is considered
to be about ten times smaller than the United States,
although its population is only four times less. The ques¬
tion of market size and shorter production runs is, accord¬
ing to many American subsidiaries in Europe, the main
reason for their lower labour productivity. In the few
cases where production runs are as long as in the United
States productivity is about the same.

Another factor is that where the market is large there
will be suppliers able to produce the very high-grade
materials required in the manufacture of components,
such as silicon, nitrogen and helium and gold of extremely
high purity. The report gives a typical example of an
American subsidiary in a major Western European country
which has to import high-quality helium from the United

States by air, with a consequent reduction of overall
productivity.

American firms producing microwave equipment, which
is one of the most specialised branches of the components
industry, likewise consider that market size and unit cost

are the main if not only cause of the disparity to be
found between the United States and Europe and Japan.
The size of the market has a considerable bearing on
prices and as a result microwave components produced in
Europe (apart from the United Kingdom) cannot compete
on the American market.

Market size can also have certain technological
consequences in the long run. Some of the newer and
more capital-intensive technologies, which require rela¬
tively long production runs, may in fact never be developed
except in the United States.

Prestige plays an important part in almost all of the

more advanced branches of the electronics industry
(microwave tubes, colour TV tubes, integrated circuits,
etc.). A tendency towards self-sufficiency is developing
at the present time, particularly within economic groupings
that are already well-established. International companies
wishing to sell their advanced products to the governments
of European countries can do so only on condition that
they are manufactured in the country concerned; as a
result production facilities are being duplicated, with all
the cost increases this entails.

The example of microwave components shows that
where home markets are small, as is the case in Europe,
there are probably advantages to be gained from a unified

market with each country specialising in a few types of
product; the small size of individual home markets would

then be offset by international trade within a group of
countries.
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PROSPECTS
OF THE MARKET

FOR DAIRY PRODUCTS
The more or less satisfactory balance which was maintained in the past between the production and consump¬
tion of dairy products now bids fair to becoming permanently upset in certain European countries. For
several reasons, not the least of which is the spread of technological progress, production is rising while
per capita consumption seems to be marking time as prices stand at present. Measures taken unilaterally
have afforded some respite although entailing certain disadvantages at international level. The experts are
now of the opinion that the disequilibrium attributedfirst to cyclical factors is rather more of a structural
nature and may well become worse in the future. The OECD Committee for Agriculture's Working
Party on Dairy Products has examined the short - and medium - term position of the market on the basis of
a recently published study (J). The Committee's main concern when recommending publication of this
study, which is commented on in this article, was to contribute towards an understanding of the problems
revealed by the prospects of the market for dairy products.

(I) Prospects of the Market for Dairy Products : problems and outlines of solutions, OECD, Paris 1968.

I he rise since the beginning of the '60s in the total
JM. volume of milk production in the OECD area was

small, being only about 1 per cent per annum ; in other words

it rose at a pace comparable with the increase in population.

Except in Norway and Japan, milk production has risen less

over the last few years than the general indices of total agri¬

cultural production. In the United States, Canada and most

Scandinavian countries, milk production is now even falling.

On the other hand, dairy production in the United King¬

dom, the Mediterranean countries and especially Japan is

increasing fairly substantially, but since demand has been

sustained in these countries there are no signs of their short¬

ages being made up. However, in Ireland, Austria, Norway,

Switzerland and above all in the European Communities,

production has risen considerably, with a resulting

aggravation of the already existing problem of surpluses.
For example, in the case of EEC the average production

increase of 1.1 per cent per annum recorded from 1961 to

1964 rose to 3.5 per cent per annum from 1965 to 1967.

But even this last rate could not be regarded as excessive

if at the same time the demand for dairy products was great¬

er. But the fact is that, apart from the Mediterranean

countries and Japan, food consumption is falling or not ris¬

ing at all except very slowly. Between 1960 and 1965, daily

consumption of protides from dairy produce fell in all OECD

countries by an average of 0.7 grammes per head each year,

while butterfat consumption rose by only 0.4 grammes. Round

about 1960, dairy products accounted for 38.5 per cent and

23.1 per cent in the average OECD consumer's supply of

animal protides and lipides. By 1965, these proportions had

fallen respectively to 35 per cent and 21.9 per cent.

Whereas in 1960 butter consumption accounted for 19.8
per cent of total fats consumption including vegetable oils,

the proportion was no more than 18.3 per cent by 1965. In

the meantime, demand for butter had increased in the space

of five years by about 1 10,000 tons only and demand for other

oils and fats by a little over 1.3 million tons. In the EEC in

particular, butter consumption, which had risen from 6 kg

to 6.5 kg per head between 1960 and 1964, settled at 6.4 kg
in 1965 and 1966. The difficulties at present encountered by

the dairy products market would therefore seem to be as

much due to sluggish demand as to excessive supply.

An attempt has been made, partly on the basis of estimates

provided by Member countries, to draw up a comparative
balance sheet of milk supply and demand in 1970 (see Table).

Being usually an extrapolation of past trends (in other words,
assuming that production would rise a little more rapidly
or fall a little less rapidly than consumption), the result

could obviously only be a very pessimistic forecast of further

disequilibrium between supply and demand and the building
up of non-exportable surpluses.

Depending on whether the Mediterranean countries do or
do not reach their production targets in 1970, the three OECD

importing areas (the United Kingdom, the Mediterranean
countries and Japan) should together see their deficit rise
in very unequal proportions between a minimum of a little
over 200,000 tons and a maximum of some 2 million tons of
whole milk. But if at the same time EEC were to have what

is regarded as the maximum surplus, the OECD exporting
areas (North America, EEC and the other European coun¬
tries apart from the United Kingdom and the Mediterranean
countries) might see their combined surpluses swell by some¬
thing more than 6 million tons. The situation is of course
more serious if it is assumed that the surplus production of

the other exporting areas in the world (Eastern Europe and
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especially the Australasian countries) is going to increase as
well.

These forecasts are largely unrealistic since they lead to a

state of affairs which would very soon be regarded as intol¬
erable by certain Member countries because their balances

would very soon be jeopardised by the burden of financing

ever increasing stocks (Graph A) and by constantly falling

prices on the world market (Graph B).

Analysis of the various known factors in the present
situation shows that the difficulties encountered are due to a

large number of causes. The most important include the
advances which have been made, as in other branches of

farming, in the breeding of dairy cows : genetic improvement
of cattle breeds, control and prevention of cattle diseases,

adoption of improved animal feeding systems, etc. These

lead to such large increases in milk yield from dairy cows

that, cattle numbers are now only rising slowly (1). At
the same time, there is a movement towards the concen¬

tration of herds (2). For the reasons mentioned and al¬

though the volume of production continues to rise, the

number of farms raising dairy cows is falling rapidly (3).

In view of this, national policies, which aimed very often

to improve many farmers' incomes through price support

for milk at the production stage, encourage a smaller number
of better organised breeders.

At the same time, these policies unfortunately quite often
help to introduce a rift between supply and demand insofar

as high production prices have repercussions at the retail

stage and put a damper on consumption. This observation

already applies to butterfat, the support price of milk being
often indexed on its butterfat content. But it may apply
increasingly to products made either from whole milk

(cheese) or the non-fat part of the milk (skim milk powder),
stocks of which are at present already rising dangerously
in certain countries.

If the dairy market is to be put in order in any lasting
fashion, it will not be sufficient to find ways of eliminating
the surpluses accumulated over the last few years but wider-
reaching measures will have to be worked out in order to

prevent the appearance of new surpluses.

The report does not endeavour to recommend any
solutions to the short - and longer - term problems which
arise. The choice of solution is a policy issue and should
be discussed at policy-making level. However, with a view

to facilitating this choice, the last chapter in the report men¬
tions certain possible lines of action and assesses their cost

and possible effects on levels of production, consumption
and employment.

A reference is therefore made to any problems which
might be raised by measures to slow down production in
countries with a surplus. A policy of restricting production,
for instance by freezing or even lowering the prices paid to
producers, would entail major difficulties because the unto¬

ward circumstances resulting therefrom would first affect
small farms. But the latter are still today the most numer¬

ous while at the same time together producing a relatively
low quantity of milk, since the smallest herds (which make
up two-thirds of the total number) only account for one-

quarter to one-third of all dairy cows according to country.

A. TRENDS IN BUTTER STOCKS

OF 16 OECD COUNTRIES

(thousands of tons)

500

400

300

200

1964 I 965 1966 1967 1968

SURPLUSES OR DEFICITS OF DAIRY

PRODUCTS IN WHOLE MILK EQUIVALENT

(thousand tons)

Year

1965 7570 (1)

Country

Surplus Deficit Surplus Deficit

Countries with a surplus

EEC 2,430 (9,000) (2)

Austria, Denmark, Finland,

Iceland, Ireland, Norway,
Sweden and Switzerland 5,590 5,900 (3)
United States and Canada 1,120 370

Total (A) 9,140 15,270

Countries with a deficit

United Kingdom 12,390 12,990

Mediterranean countries 860 (0/1,800) (4)

Japan 510 (1,000)

Total (B) 13,760 13,990/15,790

Total OECD (B) (A) 4,620 For 1970 : between a surplus
of 1,280 and a deficit of 520

Australasia 7,500

Eastern Europe 600

(7) National forecasts or (between brackets) estimates made by the
Secretariat.

(2) Maximum assumption.
(3) Including a deficit for Sweden of 60,000 tons (as against a surplus
of 120,000 tons in 1965).
(4) If national production plan targets are achieved, total production
would be equivalent to national demand ; deficit of 1.8 mi/I/on tons on
the contrary assumption.
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B. PRODUCTION, WHOLESALE

AND IMPORT PRICES, 1960-1967

(dollars per kg. )

2,0

1,0

Production price

2,0

1,0

0

2,0

France (3)

~*^*

United States (4)

Who lesale price

1,0

United Kingdom (5)

Import price

1960 61 62 63 64 65 66 67

(1) Average production price fixed by the Danish Butter Export Board.
(2) Average price paid by wholesalers.
(3) Wholesale price including taxes in Paris.
(4) Quality A, 92 points, wholesale price in Chicago.
(5) Danish salted butter, dockside, in London.

Source : FAO Monthly Bulletin, Agricultural Economics and Statistics 1,
Volume 17, January 1968.

The social repercussions on breeders affected by this policy
would be less deep if certain measures could make up for
their loss of income or if conditions on the labour market

enabled some at least of the jobs thus made free to be deploy¬
ed to the industry and services sectors, or else, within the
agricultural sector, they could be converted to other activities

such as beef production.

The study ends with a number of reflections on policies
for extending home markets (stimulation of consumption,
distribution in connection with dietetic education, etc.) or
foreign markets (export subsidies, worldwide food aid, etc.).
They reveal that demand for dairy products is not very flex¬
ible and that measures to extend the traditional trade circuit

would necessitate consumer subsidies which most Member

countries budgets might perhaps find difficult to support. It
is therefore most probable that any measures for disposing
of surpluses will be confined to operations that are strictly
limited in time and space.

Although commercial export subsidies, for their part,
were able for a time to stimulate the extension of foreign
markets to some small extent, they have become so vast that

they have made world prices collapse to a level much lower

even than the production costs of the most productive export¬
ers. This undercutting now has practically no further effect
on;, the quantities sold. Export aids have thus become
extremely expensive for the governments which pratice them,
without even giving these governments the satisfaction of

disposing of their surpluses. Neither a solution nor a pal¬
liative can be found through unlimited export aids.

Producer nations should therefore accept a certain

measure of discipline in the context of the policies that they
will inevitably have to adopt, so that the world market will

in future be sheltered from any too violent fluctuations.

This discipline should be sought both internally by reconsi¬
dering the form of dairy producer income support with a
view to checking the growth of dairy production and exter¬

nally by accepting minimum " rules of good conduct "
as regards export price conditions on the normal commercial

market and by the co-ordinated organisation of gifts to deve¬
loping countries.

When such circuits are organised, the greatest attention
should be paid to requirements and to the technical details

of the transport, preservation and distribution of produce,
as well as to the fact that the traditional market must not be

disturbed.

(1) Dairy stock is even falling in North America and the
Nordic countries. It is only increasing in countries with
a shortage : the United Kingdom, the Mediterranean coun¬
tries and Japan.
(2) The average size of herds in North America, the United
Kingdom, the Netherlands and Denmark increases by one
cow every two years.

(3) Thus, the findings of the latest agricultural censuses
show that in eight countries a little over 200,000 dairy farms
disappear each year. The eight countries in question are
Germany, the Netherlands, Belgium, Denmark, the United
Kingdom, the United States, Canada and Japan, which together
produced 1 17,000,000 tons of milk in 1966 on slightly more
than 3,000,000 farms. The rate at which herds disappear is
therefore about 7 per cent per annum.
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HIGH LEVEL MEETING OF

THE OECD DEVELOPMENT

ASSISTANCE COMMITTEE

The Seventh Annual Meeting at high level of OECD's
Development Assistance Committee was held at the
Château de la Muette on 30th-31st October. Members

welcomed the presence of Switzerland, which has recent¬

ly become a member of the DAC. Ministers and senior
officials representing the 17 members of the DAC (1),
who among them provide well over nine-tenths of total
world flows of official and private resources to develop¬
ing countries, met to consider the means to improve and
increase their present aid programmes.

In agreeing its work programme for the coming year,
the Committee laid particular stress on the need to define
a more explicit long-run aid and development strategy
so as to increase the impact of individual efforts. The
main document before the Committee was the 1968

Report of the DAC Chairman, Ambassador Edwin M.

Martin, which is shortly to be published.

During the meeting, discussions took place among
Ministers and officials on the role of OECD and the DAC,

in the light of the proposed UN Second Development
Decade and the establishment of the Pearson Commis¬

sion on International Aid Questions. The Committee

will consider what contribution it can make to these two

undertakings.

Trends and Forecasts

Last year saw a significant rise in public and private
resource flows to developing countries and some acceler¬
ation of the latters' rate of growth. However, expressed
as a percentage of national incomes, donor flows showed
only a slight increase over the previous year. Members
unanimously stressed that the present assistance effort
needs to be further strengthened in order to supplement
the effort of developing countries towards economic and
social progress.

It was noted that prospects depend heavily on the ac¬

tion taken by the four major donors the United States,
France, Germany and the United Kingdom.

The situation in the United States is important both

because the United States provides half of total DAC
assistance and because of its possible impact upon the
collective efforts of the DAC countries. The fact that the

United States currently ranks tenth among DAC members
in net public and private flows as percentage of national
income is a matter of great concern. Actual United
States assistance expenditures will be maintained for the

next year or two through drawing on undisbursed appro¬
priations. However, the proposed reduction in new
commitments and the fact that the IDA can continue to

operate only on condition that the United States participates

James Mark, Under-Secretary, Ministry ot Overseas Development, and Reginald
Prentice, Minister of Overseas Development, United Kingdom.

in reconstituting its resources, nevertheless create a dis¬

turbing situation for the future.

In spite of economic and budgetary difficulties, France
has not modified its aid policies. Public aid continues to be
accorded a high priority and continues to increase.

The United Kingdom over the past year has maintained
its aid effort, in spite of its economic difficulties.

Germany has taken welcome steps to ensure a steady
expansion in its aid over the next years. However, the
terms of German assistance to developing countries, like
that of several other donors, do not yet meet the targets
of the 1965 DAC recommendation.

Among the newer or smaller programmes, a striking and
welcome feature is the continued rapid growth in the

(1) Australia Commission of the Japan Switzerland
Austria European Communities Netherlands United Kingdom
Belgium France Norway United States
Canada Germany Portugal
Denmark Italy Sweden

Observers : IBRD, IMF
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efforts of Australia, Belgium, Canada, Denmark, Japan,
the Netherlands, Norway and Sweden although
several of the countries named are still far from the target

of providing one per cent of their national incomes in the
form of net public and private flows to developing coun¬
tries, Several members have introduced plans for aid

flows covering the next few years, which will assis
developing countries in their own forward planning.

Public Attitudes

Members emphasised the importance of increased
public understanding of the need for co-operation with
developing countries. They agreed that additional steps
should be taken to improve this understanding. A number
of specific suggestions as to ways in which the Committee
could help were put forward for further consideration.

Aid Volume and Terms

The DAC took note of the results of the Second United
Nations Conference on Trade and Development, held in
New Delhi in 1968, and re-affirmed the intention of its
Member countries to make their best possible efforts to
comply with the Recommendation relating to the aid
volume, which specifies that financial resources equalling
one per cent of Gross National Product at market prices
should be provided to developing countries. This repre¬
sents a substantial increase in the target, as compared

with that adopted by the DAC in 1 965.

The meeting also discussed the problem of improving
the financial terms of Member countries' aid in the light
of the needs of a growing number of developing countries

for assistance on very concessional terms. The meeting
took note of efforts by the DAC to execute the mandate set
out in the 1965 DAC Terms Recommendation, which
called for a revision of the objectives after three years
" in the light of other relevant factors ", One of these
factors is the UNCTAD II Conference at New Delhi which

" noted with appreciation " that such a review was under
way and expressed the hope that it would result in further
liberalisation of terms. Bearing this situation in mind,
the DAC instructed its Working Party on the Financial
Aspects of Development Assistance to complete, as soon
as possible, its efforts to arrive at a concrete expression of
Members' intentions to make further improvements in
their aid terms in accordance with the mandate of the 1 965
Recommendation.

Sectoral Problems

As part of its continuing study of ways of effecting
improvements in major sectors of external aid, the DAC
agreed to pursue work which has been started this year
in the educational sector (1). It is generally agreed
that major stress now needs to be placed on qualitative
rather than quantitative improvements so as to make better
use of existing resources.

The Committee was encouraged by the growing
awareness in developing and developed countries of the
importance of increasing agricultural production in the
developing countries and agreed that the emphasis which
the Members have placed on supporting agricultural deve¬
lopment should be continued.

(1) The Committee noted a statement by a representative of UNESCO
on this subject.

Thorkil Ktistensen Secretary-General of OECD. Edwin Martin. Chairman of the OECD Development Assistance Committee; and Ernest Parsons and Hellmuth Fûhrer,
respectively Director and Deputy Director of the OECD Development Assistance Directorate
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NEW OECD PUBLICATIONS

In the "OECD ECONOMIC SURVEYS " s

UNITED KINGDOM

60 pages . . . .5s. 6 d. $0.80 F 3 FS 3 DM 2.50

A review of post-devaluation policies, progress towards

the balance of payments objective, and prospects over
the next twelve months, backed up by statistical tables
and charts.

In the "PROBLEMS OF DEVELOPMENT " series :

BORDER TAX ADJUSTMENTS AND TAX STRUC¬

TURES IN OECD MEMBER COUNTRIES

264 pages . .£2.2 s. 6 d. $6 F 25 SF 25 DM20.80

A detailed description and analysis of consumption taxes
and border tax adjustment practices in OECD Member
countries, as well as a review of the arguments which
have been used both to attack and defend these prac¬
tices.

In the "EDUCATION AND DEVELOPMENT " series :

BUDGETING, PROGRAMME ANALYSIS AND COST

EFFECTIVENESS IN EDUCATIONAL PLANNING/LA
PROGRAMMATION BUDGÉTAIRE ET L'ANALYSE

COUT-EFFICACITÉ DANS LA PLANIFICATION DE

L'ENSEIGNEMENT

306 pages, bilingual 11. 10s. $4.20 F 17 SF 17 DM 14

A collection of papers presented at a meeting of experts,
as part of OECD's experimental programme to examine
and evaluate applications of systems analysis and manage¬
ment techniques to practical educational planning.

AGRICULTURAL PROJECTIONS FOR 1975 AND

1985- EUROPE, NORTH AMERICA, JAPAN, OCEAN¬

IA. Production and consumption of major foodstuffs.

130 pages . .£1.7 s. 6 d. $4 F 16 SF 16 DM13.20

An attempt to quantify the food supply and demand situa¬
tion in 1975 and 1985 on the basis of specified assump¬
tions together with a reasoned extrapolation of supply
and demand trends and the factors affecting them.

In the "SCIENCE AND DEVELOPMENT " series :

PILOT TEAMS PROJECT - Evaluation Conference

262 pages. . £1. 6s. $3.80 F 15 SF 15 DM 12.50

NATIONAL REPORTS OF THE PILOT TEAM -

GREECE

230 pages. . £1.6s. $3.80 F 15 SF 15 DM12.50

STUDY ON TEACHERS - YUGOSLAVIA/ETUDE
SUR LES ENSEIGNANTS - SUISSE

330 pages. . £ 1.14s. $5 F 20 SF 20 DM 16.60

PROSPECT OF THE MARKET FOR DAIRY PRO¬

DUCTS. Problems and outlines of solutions.

114 pages . . 17 s. 6 d. $2.50 F 10 SF 10 DM8.30

In the series " PRODUCTION, CONSUMPTION AND FOREIGN
TRADE OF FRUIT AND VEGETABLES IN OECD MEMBER

COUNTRIES (Present situation and 1970 prospects) " :

APPLES

172 pages £ 1.4 s. 150 F 14 SF 14 DM 11.60

TOMATOES

208 pages . . £1.4 s. $3.50 F 14 SF 14 DM 11.60

REVIEW OF FISHERIES IN OECD MEMBER

COUNTRIES - 1967

162 pages .... 16 s. $2.30 F 9 SF 9 DM 7.50

THE PULP AND PAPER INDUSTRY IN THE OECD

MEMBER COUNTRIES AND FINLAND/L'INDUS-
TRIE DES PATES ET PAPIERS DANS LES PAYS

MEMBRES DE L'OCDE ET FINLANDE 1967-1968

144 pages, bilingual 19 s. $2.80 F 11 SF 11 DM 9.20

In the "PROBLEMS OF DEVELOPMENT " series :

ECONOMIC AND SOCIAL DEVELOPMENT PLAN

FOR EASTERN THRACE (TURKEY)

168 pages . . 17 s. 6 d. $2.50 F 10 SF 10 DM8.30

THE LOCAL CURRENCY PROCEEDS OF FOREIGN

AID, by Alexis E. Lachman.

190 pages . . 17 s. 6 d. $2.50 F 10 SF 10 DM8.30

OECD DRAGON - HIGH TEMPERATURE REACTOR

PROJECT. NINTH ANNUAL REPORT 1967-1968

224 pages Free on request.

OJ__CD publishes about too books and 10 periodicals per year.

STANDING ORDERS

are available at a special discount, with prepaid shipment, quarterly invoicing,
and other advantages.

A free catalogue containing further particulars will be sent on request.

(OECD publications appear in both English and French editions).
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WHERE TO OBTAIN OECD PUBLICATIONS

ARGENTINA

Editorial Sudamericana S.A.,
Humberto 1° 545 Buenos Aires.

AUSTRALIA

B.C.N. Agencies Pty.
178 Collins Street.

Melbourne, 3000.

Ltd.

AUSTRIA

Gerold & Co., Graben 31, Wien 1.

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

BELGIUM

Standaard Wetenschappelijke,

Uitgeverij.
Belgiëlei, 147
Anvers.

Librairie des Sciences,
76-78 Coudenberg, Bruxelles.

CANADA

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

DENMARK

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

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 2, Helsinki.

FORMOSA

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

FRANCE

OECD Publications Office,
2, rue André- Pascal, Paris (16e).
Principaux sous-dépositaires :
Paris : Presses Universitaires de France,
49, bd Saint-Michel (5e).
Sciences Politiques (Lib.),
30, rue Saint-Guillaume (7e).
Aix-en-provence : Librairie de

l'Université.

Grenoble : Arthaud.

Strasbourg : Berger-Levrault.

GREECE

Librairie Kauffmann,
28, rue du Stade, Athènes 132.

Librairie Internationale Jean Mihalopoulos
33 rue Sainte-Sopliie, Thessaloniki .

GERMANY

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

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

Hamburg : Reuter-Klôckner;

und in den massgebenden Buchhandlungen
Deutschlands.

ICELAND

Snaebjôïn Jônsson & Co. h. f.
HafnarstrEti 9,
P.O. Box 1131 - Reykjavik.

INDIA

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

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

IRELAND

Eason & Son,

40-41 Lower O'Connell Street, Dublin.

ISRAEL

Emanuel Brown,

35 Allenby Road,

and 48 Nahlath Benjamin St., Tel-Aviv.

ITALY

Rappresentanza esclusiva

Libreria Commissionaria Sansoni,

Via La Marmora 45, 50 121 Firenze.

Via Paolo Mercuri 19/B, 00 193 Roma.

Sub-depositari :
Libreria Hoepli
Via Hoepli 5, 20 121 Milano.
Libreria Lattes

Via Garibaldi 3, 10 122 Torino.
La diflfusione délie edizioni OECD è

inoltre assicurata dalle migliori Iibrerie
nelle città più importante

JAPAN

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

KENYA

New Era Associates, Ghale House,

Government Road,
P.B. 6854, Nairobi

LEBANON

Redico, Immeuble Edison.

Rue Bliss. B.P. 5641,
Beyrouth.

LUXEMBOURG

Librairie Paul Bruck. 22, Grand'Rue,
Luxembourg.

MALTA

Labour Book Shop,
Workers' Memorial Building,
Old Bakery Street, Valletta.

MOROCCO

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

THE NETHERLANDS

W.P. Van Stockum & Zoon,
Buitenhof 36, Den Haag.

NEW ZEALAND

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

Hamilton (P.O.B. 857).
Dunedin (P.O.B. 1104).

NORWAY

A/S Bokhjornet, Akersgt. 41, Oslo 1.

PAKISTAN

Mirza Book Agency,
65, Shahrah Quaid-e-Azam, Lahore 3.

PORTUGAL

Livraria Portugal,
Rua do Carmo 70, Lisboa.

SOUTH AFRICA

Van Schaik's Book Store Ltd.,

Church Street, Pretoria.

SPAIN

Mundi Prensa, Castellô 37, Madrid.
Libreria Bastinos de José Bosch. Pelayo52,
Barcelona 1 .

SWEDEN

Fritzes, Kungl. Hovbokhandel,

Fredsgatan 2, Stockholm 16.

SWITZERLAND

Librairie Payot,
6, rue Grenus, 1211, Genève 11
et à Lausanne, Neuchatel, Vevey,

Montreux, Berne, Bale et Zurich.

TURKEY

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

UNITED KINGDOM and

CROWN COLONIES

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

Bristol, Manchester, Cardiff, Belfast.

UNITED STATES

OECD PUBLICATIONS CENTER,

Suite 1305,
1750 Pennsylvania Ave, N.W.
Washington, d.c. 20,006.

VENEZUELA

Libreria del Este,
Avda F. Miranda 52, Edificio Galipan,
Caracas

YUGOSLAVIA

Jugosiovenska Knjiga, Terazije 27,
P.O.B. 36. Beograd.

Orders and inquiries from countries where sales agents have not yet been appointed may be sent to OECD, Publications Office,
2 rue André-Pascal. F 75, Paris 16e

Director : Maurice Jacomet Printed in France - Imprimerie Blanchard, 6, Avenue Descartes - 92 - Le Plessis-Robinson
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