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STATEMENT BY

THE OECD

MINISTERIAL COUNCIL

T
I he Council of the OECD met at Ministerial level in

Paris on 7th and 8th June, 1971, under the

Chairmanship of the Honourable William P. Rogers,
Secretary of State of the United States of America.

Ministers expressed their pleasure that the Australian
Government, having fulfilled the terms and conditions of
membership, had accepted the Council's invitation to join
OECD and had become a Member on 7th June.

The international economic situation

Ministers discussed the prospects for economic activity
and prices. The growth of output in the OECD area as
a whole is likely to pick up in the course of 1 971 . On the
other hand, in the OECD area as a whole, the price rise
may not yet be slowing down sufficiently to enable the
Organisation's growth objectives for the 1970s to be
achieved in the non-inflationary climate essential to its
wider economic and social aims. ( continued on page 4)

United States Secretary of State William P. Rogers, Chairman of
the OECD Ministerial Council, and OECD Secretary General Emile

van Lennep.

AUSTRALIA

new Member of OECD

Australia became the 23rd Member of OECD on 7th

June, the day on which the 1971 Ministerial Council
Meeting began. On this occasion statements were
made by US Secretary of State William P. Rogers, Australian
Deputy Prime Minister J. D. Anthony and OECD's
Secretary General Emile van Lennep.

Secretary of State William P. Rogers:

A
/ ^ f the opening of the Ministerial Meeting this

morning, I had the honour and pleasure of
announcing that the OECD Council had invited the Govern¬
ment of the Commonwealth of Australia to become a

Member of the Organisation.
We are now meeting for the purpose of signing the

formal membership document. Before doing so, however,
" should like briefly to note the importance of this occasion
for the Organisation. (coniined on page 40)

Australia's Deputy Prime Minister and Minister for Trade and Industry,
J. D. Anthony, is welcomed to OECD by Secretary of State Rogers.



Ministers re-affirmed that their Governments continue

to give high priority to a substantial reduction in the rate
of inflation. Excessive demand, where it still exists,

needs to be eliminated ; where this has been achieved,

renewed expansion should be so designed as to avoid a
return to excessive demand conditions. In designing
stabilisation policies close attention will continue to be
paid both to their effect on employment and to the social
repercussions of rising prices.

The work of the Organisation during the past year on
the problem of inflation was noted with appreciation (1).
Ministers agreed that, in addition to demand-management,
there were many fields in which national policies should
be applied to the task of damping down inflation, and
that further analysis in the Organisation of the dynamics
of inflation could help Governments better to formulate
their stabilisation policies.

Ministers called for closer international co-operation in
the OECD to combat inflation and expressed the view
that, when Member countries work out their strategies
for this purpose, they should adopt a combination of
policies which takes into account both their own situation
and the interests of other countries.

Ministers discussed underlying trends in the balance of
payments and recent developments in the international
monetary situation. They recognised that the balances
of some countries on current and long-term capital account
still diverge from what is appropriate over the longer run.
They noted the position of certain Member countries
concerning the special factors affecting their balances of
payments. They also recognised that massive undesirable
short-term capital movements raise serious and recurrent
problems from the point of view of domestic and interna¬
tional stability.

Ministers welcomed the resolve expressed by Member

countries to make further progress towards better balance
on current and long-term capital account. They also
instructed the Organisation to give special attention to
the factors leading to undesirably large short-term capital
flows. Ministers agreed that solutions to these problems
would require more effective international co-operative

action concerning economic policies in general in which
the OECD has an important role to play.

Quality of life and environment policies

Ministers recalled that growth should be considered in
the wide context of economic and social development
which includes both qualitative and quantitative aspects.
In this connection, they noted with satisfaction the new

direction given to OECD work on environment policies,
which aims at taking into consideration a wide range of
relevant factors, especially those affecting international
economic relations, and at proposing constructive solutions
to the most urgent problems facing Member countries.
The recently-established procedure for notification and
consultation among Member countries on measures for
the control of substances affecting man or his environment
is a welcome contribution in this field.

Perspectives for International Trade

Ministers expressed the resolve of their Governments
to maintain the high degree of liberalisation of international
trade which has been achieved through continuous
multilateral co-operation and through negotiations in the
last twenty-five years. They noted the progress made in
a number of current OECD activities and lent their support
to efforts towards the general aim of freer trade on a non¬
discriminatory basis and under fair conditions of competi¬
tion in both industrial and agricultural products.

Ministers furthermore affirmed that their Governments

will pursue policies aiming at greater liberalisation of
international trade. Having in mind the changing nature
of trade and related problems, and the particular respon¬
sibilities which OECD Member countries will continue to

carry in world economic affairs. Ministers agreed that
broader opportunities for progress towards this general

(continued on page 39)

(1) This has included two publications : Inflation : the Present
Problem, Report by the Secretary-General, December, 1 970/
and Present Policies against Inflation, Report by Working Party No.
4 of the Economic Policy Committee, June 1 971 .

French Secretary of State, Ministry of Foreign Affairs, Jean-Noel
de Lipkowski and Minister of Economics and Finance Valéry Giscard

d'Estaing.

Ambassador Francesco Cavalletti di Oliveto Sabino, head of the

permanent delegation of Italy to OECD, and Minister of the Budget
and Economic Planning Antonio Giolitti.



GOVERNMENT OFFICIALS LOOK
ATTHE PROBLEM OF INFLATION
A much discussed report by OECD's Secretary General on the problem of inflation (1 ) has been
reviewed by a Working Party of OECD's Economic Policy Committee, composed of senior officials
from 22 Member countries. This group, Working Party No. 4 on costs of production and prices,
has now published its views on the analysis and recommendations contained in the Secretary General's
report and examined the most recent experience of OECD countries in combatting inflation. The
following are excerpts from the Working Party's study which is entitled " Present Policies Against
Inflation ".
(1) Inflation; The Present Problem, OECD 1971.

Reviewing developments over the last half year
and taking account of what had gone before,

two features stand out. First, the seriousness with which
all Member countries are facing up to the problem of
inflation; second, the unusual persistence of inflationary
tendencies and the stubbornness with which they have

resisted the medicine applied.
In several of the major countries, notably the United

States, Canada and the United Kingdom, restrictive
demand management policies have been carried through
with considerable firmness; unemployment has risen

sharply, often by more than had been expected, and
significant economic, social and political costs have been
incurred. Demand management policies elsewhere have
also been marked by considerable caution.

Governments have also been active in the broad field

of price-incomes policy. In the United States, the au¬
thorities have decided to intervene more actively, albeit

selectively, in price and wage decisions in the private
sector. In the United Kingdom, and several other
countries, the authorities have taken a tough line in pub¬
lic sector wage negotiations despite the cost in terms of
strikes. In both the public and private sectors there
have been a number of damaging strikes, where in
some cases the authorities have stood aside because of

the danger of facilitating inflationary settlements, and
in others most notably in Sweden they have felt
obliged to by-pass traditional procedures and order a
return to work. Finally, in as many as seven of the
smaller European countries, statutory price freezes and/
or wage pauses are currently in force (2).

Recent Price and Wage Trends
In the light of these major efforts, it is discouraging

that there are as yet still no convincing signs of a general
deceleration in the price rise in the OECD area. Allow¬
ing for seasonal factors, the combined consumer price
index for the OECD area as a whole has continued to

rise at an annual rate of somewhat over 5 per cent (see
table). Within the total, there has been a deceleration
in North America, roughly offset by developments
elsewhere.

Canada has had the most success in slowing down

prices; the latest figures show a rise of only 1.9 per cent
in consumer prices over the last twelve months, the
lowest for any Member country. The acceleration of
price rises has been most marked in Ireland, Spain,
Switzerland and the United Kingdom.

The data available for wages are much more hetero¬
geneous and less up-to-date. As of late last year, how¬
ever, there was no general evidence of a slowdown, and
in some countries, including the United Kingdom, there
was evidence of further acceleration. In more recent

wage settlements, however, the rise in some European
countries including the United Kingdom and Germany
now appears to be peaking out. These price and
wage trends occured against the background of a wide¬
spread easing of demand pressures. There has thus been
a widespread rise in unemployment, with uncomfortably
high levels being reached in Canada, the United States
and the United Kingdom.

IMMEDIATE ISSUES OF POLICY

The prospects for real progress in the fight against
inflation over the coming months depend crucially on
developments in the major OECD countries.

In this connection, it is important to note that none
of the major countries is now suffering from demand
inflation, but rather from cost inflation in various forms

and degrees of intensity. The broad conjunctural pic¬
ture for the OECD area as a whole discounting
uncertainties and country differences is for the resump¬
tion of quite rapid expansion by 1972. If this were
to lead to the reappearance of excess demand and

(2) Price freezes or very severe price controls are at
present in operation in Denmark, Finland, Iceland, the
Netherlands, Norway and Sweden. A price freeze ope¬
rated in France briefly in 1969. A price restraint agree¬
ment operated in Canada in 1970. Wage pauses or re¬
straint agreements are currently in operation in Ireland
and the Netherlands and operated in Finland in 1968 and
1969.



consequently to the restimulation of inflation and the
early reintroduction of restrictive policies, there would
almost certainly be adverse effects on the dynamic
processes underlying the remarkably high growth rates
achieved in the 1960's. If on the other hand, the rise in

the GNP deflator for the OECD area as a whole can be

brought down to around 3 per cent (3) or preferably
less, this would lay a sound basis fora period of sustain¬
ed expansion, and the achievement of the OECD's
growth targets for the 1970's, and its wider economic
and social objectives, in a non-inflationary climate.

Overall Demand Management Policy

With regard to the present situation, it was agreed
in general that it would not be appropriate for the
major countries to respond to the continued rise of
costs and prices by strengthened or renewed restrictive

demand management policies; indeed, in the view of
some members of the Working Party this would be likely
to be self-defeating.

Selective Demand Management
and Active Manpower

There was... general agreement that in the present
situation, characterised as it is by "stagflation" (4) in a
number of important countries, there is an unusually
strong case for expanding selective action as rapidly
as possible. In the context of the present problem of
inflation, it should be noted that a significant propor¬
tion of the workers becoming unemployed or leaving
the labour force belong to marginal groups who play
little or no role in the processes of cost inflation, and/or
live in outlying regions which contribute little to the
generation of inflationary pressures. Selective assist-

SOME RECENT EXPERIENCE

The Worling Party heard with interest
about recent experience in a number of the
smaller industrialised European coun¬
tries, some of whom have a relatively long
experience with price-incomes policies.
Two more or less common characteris¬

tics were noted: the existence of a well-

developed system of price surveillance,
and the considerable degree of centralisa¬
tion in income bargaining. On the other
hand, the role of the government in
actual wage settlements tends to be re¬
strained as far as possible, providing
stand-by facilities for the arbitration of
disputes, and for direct intervention in
negotiations in critical circumstances.
Austria, Norway and Finland conform
broadly to this schema. In the Nether¬
lands the outcome of recent developments

is not yet clear. However, the role of the
authorities will certainly be restricted,
and so far as collective wage agreements
are concerned limited to critical circum¬

stances. In some countries (for example,

Belgium, Denmark and Sweden), where
the government's non-intervention is an
even stronger tradition, the systems are
in some other respects not dissimilar.

Much emphasis was placed on the
importance of the close consultative net¬
works linking employers, labour and the
government; and on the need for all
parties to be prepared to discuss a wide
range of general economic and social
questions on a continuing basis, and not
just matters specifically related to wage
and price decisions. It was noted that
both employers' and labour organisations
have built up their own economic staff
to provide professional advice on the
issues under discussion, and that a spe¬
cial effort is made to try to reach agree¬
ment on the likely impact of proposed
alternative settlements on the economy
as a whole (notably in Norway).

One general impression which seemed
to emerge was that there are dangers in

trying to be too perfectionist, or to
attempt to achieve too much too quickly,
through price-incomes policies. Social
and political factors are so vital that it
may make a system unworkable to tie it
to a detailed and rigorously worked-out
set of economic principles, however
impeccable these may in themselves be.
Over time, the system will inevitably have
to absorb many shocks and pressures.
(It was noted, in this connection, that the

existence of some degree of wage-drift
may provide a useful safety valve.)
Success depends far more on building up
a certain tradition of consultation and

co-operation, rather than on specific in¬
stitutional arrangements or statutory

provisions.

Recent experience provides further
interesting examples of attempts to re¬
duce inequalities in the distribution of
income through centralised wage and
salary negotiations. This is the case
in Norway, where questions related to
low wage groups and the relationships
between wage, salary and other incomes
are of central importance. (Finland,
and Sweden provide other examples.)
In all these countries high rates of wage-
drift have complicated the task of trying
to move to a more equitable income struc¬
ture.

These efforts to alter the primary dis¬
tribution of income contrast with the

view that the tax and social security sys¬

tem should be regarded as the main in¬
struments for modifying the structure of
income and wealth into line with prevail¬
ing social values. There appears to be,
however, an increasing tendency in a
number of countries for wage disputes to
crystallise around the alteration
rather than simply the preservation of
existing differentials. If so, new prob¬
lems may arise and new approaches
may be needed, since experience suggests
that isolated ex ante attempts to "achieve

parity" are rarely successful ex post,
inflation being the mechanism by which
they are frustrated.

Innovations in Collective Bargaining

In the larger countries the necessary
conditions for a "national price and
incomes bargain" do not exist, one
important factor being the lack of a
sufficient degree of synchronisation and
centralisation of wage negotiations. It
is of interest, therefore, that certain re¬

cent innovations in collective bargaining
have involved introducting into indivi¬
dual collective agreements, in a fairly
explicit manner, some of the key ele¬
ments which would have been relevant

had centralised bargaining taken place.
This is the case with a number of recent

agreements in the public sector in France
under which, through the use of com¬

pound formulae including terms linked
to national production, enterprise pro¬
ductivity, upgrading within the industry,
and the cost of living, a strong element
of macro-economic rationality has been
introduced into a series of micro-econo¬

mic pay awards negotiated indepen¬
dently. Through the multiple terms of
the formulae an attempt has been made
to deal with some of the long-standing
problems of the wage side of a price-
incomes policy.

It has often been suggested that the
main criterion for average non-inflation¬
ary wage increases should be the rate of
growth of national productivity. But
there is also a need for at least some

flexibility in wage determination to per¬
mit specific incentives to be offered
to promote the removal of restrictive
or outdated labour practices. In the
French 1969 and 1970 pay settlements in
the electricity and gas supply industry
this problem has been faced, through
the use of a formula with a combination

of terms representing respectively ad-



ance to these workers will reduce the social cost of

anti-inflationary policies, and dampen the political
pressure on governments to swing over to excessively
expansionary policies. In view of this, the Working
Party would urge all Member countries to review, in the
light of the conjunctural situation they are presently
facing, whether they are fully exploiting the possibilities
of mitigating the negative effects on employment of
global anti-inflationary policies through manpower and
other selective expansionary as well as adjustment policies.

Other Policies to Moderate Price

and Wage Increases
There are many different ways in which governments

can attempt to moderate price and wage increases,
ranging at one extreme from wage and price controls,
to highly selective action in limited areas to restrain the

exercise of monopoly power, in its various forms, in
both labour and product markets. It is under condi¬
tions of cost inflation such as now prevail in a number
of countries that supplementary efforts aimed more
directly to moderate price and wage decisions are both
most justified and most likely to yield useful results.

Several major countries are in a position where the
authorities would feel able to take more expansionary
action if it were not for the continuing excessive rise in
prices and wages. In this situation, it is tempting to
think that there would be the basis for a bargain be¬
tween the authorities and the employers and trade unions,
with expansion coupled with social measures being tra-

(3) This was the average for 1960-1968.

(4) i.e. continuing inflation under conditions of stag¬
nant output and rising unemployment.

WITH PRICE-INCOMES POLICIES

vances in national production and indus¬
try's productivity with in the event
a rather low weight given to the indus¬

try's own productivity advance.
Another operational problem for

incomes policies has been the intrinsic
difficulties of the art of macro-economic

forecasting to provide criteria on which
wage settlements may be based, as has
been to some extent illustrated by the
German use of orientation data in the

context of "concerted action' in the

years 1968 and 1969. Some of the re¬
cent French collective agreements (in
the coal mining industry and the
R.A.T.P.) have provided for retrospec¬
tive adjustment of pay awards in the
event that the increase in national output

exceeds a given amount.
The third characteristic of some of the

French formulae is the inclusion of cost-

of-living safeguards in the form of thres¬
hold clauses which provide for the revi¬
sion of salaries of certain categories in
the event that the cost of living rises by

more than, say, 4 per cent. It is also of
interest that the basic wage increase is
spread out through the year in several
instalments, thus providing a smoother
development of purchasing power.

Wage Indexation

Arrangements which link wages to
the movement of prices are prevalent in
a number of Member countries, and vir¬

tually non-existent in others. It is of
interest that the position taken by coun¬
tries on the use of indexation devices cuts

right across the ranks of what are usually
considered " incomes policy countries "
and "non-incomes policy countries".
For example, indexation in various
forms is extensively used in Belgium.
Denmark, Italy, the Netherlands and
Norway; those who use indexation
clauses sparingly or not at all include
Austria, Germany and Japan. In Fin

land, where indexation had become extre¬

mely widespread, most forms of it were
abolished following the 1967 devaluation.

Although some disagree, there was a
wide measure of agreement in the Work¬
ing Party that indexation should not
be regarded so much as an issue of prin¬
ciple, but rather as a pragmatic question,
the advantages and disadvantages of
which depend on the prevailing cir¬
cumstances, the effect of the indexation
on the other elements of the wage bar¬

gain and the overall policies being pur¬
sued. Thus it is not so paradoxical as
it may seem that, according to circum¬
stances, either the abolition or introduc¬
tion of indexation provisions may serve
as important components of stabilisa¬
tion packages. If indexation clauses are
introduced simultaneously with other
elements of an effective package of sta¬
bilising measures, the indexation provi¬
sion may be the key to persuading labour
to accept a reduction of wage increases
down to non-inflationary levels.

So long as they are not too rigid or
quick-acting, some forms of cost of living
safeguard clauses, in the view of a num¬
ber of countries, may be helpful in this
situation, if they contribute to achieving
lower and smoother nominal pay increa¬
ses and stipulate that some delay or
threshold must be passed (to give price
deceleration some chance to occur) be¬

fore cost of living compensation is paid.
It was pointed out, however, that over
the longer-run the dynamics of the infla¬
tionary process are such that the draw¬
backs of indexation could become in¬

creasingly serious.

Difficulties of relaxing Prices and Wage
Controls

Quite a number of Member countries
have had to resort to temporary price
freezes or the statutory control of wages.

Many members of the Working Party

feel that, where the situation is sufficiently
serious to warrant them, such measures

can be quite effective, particularly if
they are applied at times when excess
demand has been eliminated. But the

problem invariably arises as to how to
manage the return back to more normal
conditions without releasing an explo¬

sion of pent-up wage and price claims.
Of interest in some countries has been

the development of systems which, inter
alia, are intended to aid a smooth and
controlled transition of anti-inflationary

policy through varying stages of severity.

A good example is provided by the
flexible price surveillance procedures used
in France, notably after the devaluation
of 1969. The Direction des Prix of the

Ministry of Finance negotiates contract¬
ual relationships with the branches of
industry and certain service sectors, in¬
cluding distribution. In this manner
prices are subjected to a moderating
influence, which is more or less rigorous

according to the necessities of the general
conjuncture or the situation in the branch
of industry in question, notably as re¬
gards the prevailing degree of competi¬
tion. The French authorities stress the

flexible and pragmatic character of the
whole system, particularly in contrast to
the inconveniences of more rigid price

control systems used on several occasions
in the past.

The recent activity of the Canadian
Prices and Incomes Commission offers a

very different example of rapid institu¬
tional innovation which appears to have
made some contribution to breaking into
the inflationary spiral in Canada. In
1970 the Commission negotiated a price
agreement with industry and through
the attention it focussed on the infla¬

tionary issue and the investigation of pro¬
posed price changes, led a number of
firms to cancel or postpone some price
increases.



ded for moderation. In practice, traditional attitudes
and the structure and attributes of the central organisa¬
tions of labour and business in these countries are such

as to make an agreement for self-imposed moderation
difficult to reach and even more so to enforce. It is

interesting to note, however, that as governments have
demonstrated their determination to stick to cautious

demand management policies until inflation abates,
trade unions and employers' organisations have, in some
cases, begun to show an increasing interest in trying to
reach an agreement along these lines. Many members
of the Working Party welcome this development. In
their view, it would be valuable from the longer-run
point of view if, as a result of the present situation, em¬
ployers' organisations and trade unions are brought to
a greater awareness of their mutual self-interest in
dealing effectively with the problem of inflation, and of
the values of closer consultation between themselves,

and with the government, on this and other economic
and social problems.

The Working Party noted that it was the view of the
authorities in all seven of the major countries that the
situation was not, at present, appropriate to justify the
introduction of general statutory price and/or wage
controls, (5) and that some of them would regard such
action as undesirable in any circumstances. The autho¬
rities of those smaller European countries who have
taken action along these lines in the recent past natu¬
rally take a somewhat different view. They are well
aware of the practical difficulties of enforcing such
controls, of the problems that arise when the time comes
to relax them, and of the dangers of distortion and misal-
location of resources involved. Nevertheless, it has

been their experience, that, at least in ceitain circum¬
stances, temporary statutory controls have been a ne¬
cessary and effective means of breaking the momentum
of a price-wage spiral.

Concerted Action

Many members of the Working Party feel that,
although much has been done at the national level to
check inflation, the impact on public opinion and on
those responsible for price and wage decisions would be
greater if it could be seen more clearly that, at the inter¬
national level, there is the political will to face up to
what is a common problem. For this reason, there was
widespread regret that it had not so far proved possible
to agree on some multilateral action in the field of trade

policy to serve as a symbol of Member countries' joint
determination to tackle the present problem of infla¬
tion. Some members of the Working Party also stressed
that closer co-operation in the field of international mon¬
etary policy would be highly desirable.

In the view of some members of the Working Party,
while it would probably be unrealistic to seek agreement
on a common programme, e.g. a temporary price and/or
wage freeze to be applied by all countries, there is a

(5) France, which has permanent arrangements for
price surveillance on a flexible basis, provides a partial
exception.

strong case for urging further action in the broad area
covered by the term "price-incomes" policy, or in other
ways to supplement overall demand management poli¬
cies.

There is general agreement, however, that control of
inflation should have a high priority among national
objectives, and that this priority is enhanced by the fact
that inflation in any country has adverse consequences
on others seeking to achieve and maintain reasonable
price stability. Acceptance of common responsibility
by all Member countries should be made as clear and
explicit as possible, and the OECD should continue to
provide a forum for the exchange of experience and for
effective review of the progress being made.

THE LONGER-RUN PROBLEMS

Inflation and Demand Management

While there are many difficulties of analysis, there is,
in the view of the Working Party, nothing in recent expe¬
rience to justify a permanent change in emphasis in
either an expansionary or restrictive direction. There
is general agreement that over the medium run, sus¬
tained growth greatly facilitates and is indeed a
necessary requirement for the achievement and main¬
tenance of reasonable price stability (and that reasonable
price stability is a necessary condition for balanced
growth). While this may be increasingly true for all
countries, it applies especially to countries undergoing
particularly rapid structural change such as, for example,
Japan, Italy and France. In these conditions, any pro¬
longed short-fall in growth, by halting the movement
and re-adaptation of labour from low to high product¬
ivity sectors, accentuates inflationary difficulties over
the longer run.

Turning to demand management in the short run,
there is also general agreement on the importance of
trying to avoid the emergence of excess demand, and,
once it has developed, on the need to eliminate it as
quickly as possible.

Beyond this point, the discussion revealed some
differences of view. Some countries, including notably
the United States, Canada and the United Kingdom,
agree that, once inflation has been allowed to gather
momentum, it may be necessary to tolerate, temporarily,
a higher level of unemployment than would be accept¬
able over the longer run. Other countries find this
harder to accept.

External Causes of Inflation

It may be useful to recapitulate, briefly, the three
probably four main channels by which inflationary
(or deflationary) impulses are transmitted from country
to country. First, is the impact on demand and incomes
in other countries. Second, there are cost and price
effects. Third, there is the monetary impact of a bal¬
ance of payments surplus on domestic liquidity creation
and hence indirectly on domestic spending and prices.

S



A more specific aspect of this is the way in which domes¬
tic policy can be undermined by short-term capital
inflows. Finally, there are, no doubt, psychological
effects.

All countries have been affected to varying degrees
by external forces over the last few years. There can
thus be no doubt that inflationary impulses have spread
out from country to country and have to some extent
been mutually reinforcing. In the course of its review,
therefore, the Working Party asked each country to
assess, in a rough and ready way, how important external
causes of inflation appear to have been, relative to infla¬
tionary developments of a clearly domestic origin.

Broadly speaking, the conclusion reached was that
for the seven larger countries the origin of present infla¬
tionary difficulties has generally been far more of a dom¬
estic than an external nature. Jt is interesting that
there appears to be some validity to this proposition
even for Canada, despite its long common frontier and
close economic relations with the United States. For

France, Italy and the United Kingdom, it seems far¬
fetched to attribute the wage explosions of 1968, 1969
and 1970 to some common external cause.

Insofar as inflation is being "imported" through
demand and income effects, the main defence parti¬
cularly for small countries lies in the possession of a
comprehensive and flexible set of policy instruments for
demand management.

As regards cost and price effects, there are a variety
of defensive measures against imported cost inflation,
including productivity increases, further liberalisation of
imports, cuts in import duties, etc. If disequilibrium
persists, parity changes by either the deficit or surplus
countries may eventually become necessary.

The Working Party thus agrees with the reference in
the Secretary-General's Report on the need for timely
adjustments in exchange rates, within the framework of
the Articles of the IMF, in the event of fundamental dise¬

quilibrium in the balance of payments caused by diver¬
gent price performance in different countries, or groups
of countries. If deficits and surpluses should persist
after the elimination of the excess or deficient demand

that gave rise to them, and if neither deficit nor surplus
countries are prepared to make parity adjustments,
then it is very likely that the international monetary sys¬
tem would exhibit an inflationary bias.

Price-Incomes Policies

There is general agreement that some form of price-
incomes policy, broadly defined to cover action taken
by governments outside the field of demand management
policies aimed directly to influence price and wage
decisions, may be needed under conditions of cost in¬
flation. The majority of the Working Party would go
further than this; they believe that it is evident from
post-war experience that demand management policies
alone are not sufficient to ensure reasonable price stabi¬
lity under conditions of full employment. Price-
incomes policies are, therefore, thought to be needed
on a long-term basis; indeed, over time they are only

likely to be effective if they are conceived and carried out
with this in mind. In the view of a few members of the

Working Party, to embark on what might have to be
quite radical changes in an economic system which has
served so well for the sake of reducing the rate of infla¬
tion by one or two percentage points, would, as of now,
be premature. (See inset for more detailed analysis of
recent experience).

The Multi-Policy Approach

Those countries which have consciously adopted a

multi-policy approach have stressed that while primary
reliance has continued to be placed on demand manage¬
ment policies, supporting action of various selective or
sectoral kinds can increase the response of prices to the
pressure of demand management policies and can serve
to reduce the painful social side-effects of such policies
and thereby make it less difficult politically to sustain
them. In addition to such direct benefits of co-ordina¬

ted multi-policy action, some countries have drawn
attention to the beneficial psychological impression made
on public opinion that no opportunities are being neglect¬
ed in the search for remedies for inflation, and that the

government's policies are not unfairly hitting one or
another group in the economy.

The need for an active price policy in the public sector
appears to be gathering increasing recognition. Exam¬
ples of innovations in government techniques in this
area are seen in several major OECD countries.

Similar considerations to some extent apply to the
branches of the private sector which are naturally shel¬
tered from international (and to some extent domestic)

competition -- distribution, the construction industry,
transport and certain other services. Reviewing recent
experience in a number of countries, it seems possible
that the scope for action may be greater than is sometimes
supposed. The Canadian Prices and Incomes Commis¬
sion, for example, mobilised effective pressures on some
of the sheltered sectors of the Canadian economy in
1970 with useful results. The United States Govern¬

ment has established machinery for preventing wage
increases in the construction industry in excess of stan¬
dards laid down in an Executive Order of the President,

and for effecting comparable restraint of non-wage
incomes in the industry.

In industrial policies, the United Kingdom has made
important changes in the direction of removing genera¬
lised or long-standing subsidies, and Belgium also has
decided to apply a greater selectivity in extending finan¬
cial aid to industry. In the trade field Austria, Canada,
Iceland, Japan and Switzerland have all recently provided
examples of the import liberalising action.

Far from all of the above initiatives have been taken

primarily with a view to combatting inflation, although
all can be used to illustrate the extended concept of

anti-inflationary action used in the Secretary-General's
Report. They do suggest that policy changes in special¬
ised or sectoral fields which can contribute to combat¬

ting inflation may often be quite consistent with other
policy objectives rather than in contradiction to them.



A NEW FORM OF

INTERNATIONAL CO-OPERATION

THE PROBLEM OF

PERSISTENT CHEMICALS

At the end of last month a new type of co-operation on environmental
problems began within the framework of OECDan early notifica¬
tion scheme in which Member countries will inform each other

about prospective changes in certain environmental regulations.
Parallel to this new procedure, OECD's Environment Committee has

set up a group to identify potentially hazardous substances, to study
methods for reducing their occurence, to estimate the costs and

likely effects of the various alternatives and to propose concerted
action among Member countries.

M ECD Member countries are
in agreement that certain

chemical compounds are of immediate
concern to their governments; these
are organochlorine compounds used
for pest control, polychlorinated bi-
phenyls (PCB's) used for electrical
insulation and in paints and plastics;
the compounds of mercury and other
heavy metals such as lead and cad¬

mium which are employed in growing
volume in a wide variety of industrial
uses.

What these substances have in

common to arouse apprehension are
three main characteristics:

Persistence. When they are released
into the environment through runoff
or dumping into water supplies, spray¬
ing into the air or emission from fac¬

tory stacks they do not break down

but may persist in their original form
for periods of up to several years and
therefore continue to affect living or¬
ganisms. Such effects may, moreover,
be aggravated by a phenomenon called
synergism when the combined impact
of two or more substances is greater
than the sum of their separate effects.

Propagation. They may be carried
by currents in the air and water, by
rain and other means not wholly un¬
derstood to areas far from where they
have been used or emitted as waste.

Chlorinated hydrocarbons for example
have been found in Barbados, carried

there by trade winds all the way from
Europe and Africa.

Accumulation. They tend to accu¬
mulate with the result that low concen¬

trations in the environment may build
up to levels of as much as a million

times greater in living organisms
either through direct exposure or
through concentration in the food
chain.

In an effort to determine the actual

concentrations of these chemicals in

the environment, laboratories in 12

Member countries are co-operating
in a pilot study to measure residues of
some organochlorines, PCB's and

organomercury in certain species of
wildlife (1). Their findings confirm
that residues at least of organochlo¬
rines can be found in a wide range
of species in many different habitats
including areas where the sub¬
stances have not been used.

Concentrations of chemical com¬

pounds in water, the soil or the air

may be extremely low (in the ocean,
residues known to be present cannot
be detected despite extremely sensi¬
tive methods of analysis), but they
may build up in living organisms
to biologically harmful levels. They
may, moreover, upset nature's sys¬
tem of checks and balances, leading
to destruction or overabundance of

certain species. For such reasons

an OECD study group has concluded

that "no level is so low as to be of no

concern" (2).
The exact nature of the biological

effects of these residues is still largely
unknown but is the object of active
research. Field studies and labora¬

tory experiments have given indica¬
tions of the type of effects that may
occur. DDT, for example, is known
to interfere with the calcium meta¬

bolism, leading to the thinning of
the shells of birds' eggs so that they
cannot hatch, or affecting the beha¬
viour pattern of parents so that they
destroy their own eggs.

If governments are to reduce the
incidence of these undesirable chem¬

icals and minimise their negative
effects, they need information
about the chemicals themselves, about
possible alternatives to their use. To

aid them, OECD's Environment Com¬

mittee has just set up a Sector Group
on Unintended Occurrence of Chem¬

icals in the Environment. This group
will :

select for study those chemicals
that may be considered to have

unacceptable effects on man and his
environment; examine alternative me¬

thods by which their occurence can

be reduced and investigate the costs
and effects of such methods;

collect and make available to Mem¬

ber governments information about
the chemicals involved their sour¬

ces, distribution, occurrence and sig¬
nificance and keep abreast of the
relevant research as well as develop
plans for co-operative research be¬

tween Member countries if this proves
desirable.

The Sector Group met for the
first time last month and decided to

direct its attention in the first in¬

stance to mercury compounds, PCB's
and to the extent that data exist

cadmium. Member governments
agreed to submit whatever informa¬

tion on these substances, relevant to

the tasks of the group, is available in
their countries.

Individual governments are already
taking action to control substances

which they fear may have adverse
effects on the environment or, through
the environment, on man himself.

(1) This Co-operative Study of
Sampling and Analysis of Residues in
Wildlife, is coordinated by Mr. A. V.
Ho/den of the Freshwater Fisheries

Laboratory, Pitlochry, Scot/and.

(2) "implications of Pesticides and
Other Chemicals in the Environment"

to be published shortly.
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For example, many countries have
prohibited completely the use of cer¬
tain organochlorine pesticides and
some have restricted the use of mer¬

cury employed in seed dressings and
the manufacture of pulp and paper.

Such regulatory measures are

expected to increase. As they take
effect, however, there is growing

concern that the rapidly increasing

and changing body of national regu¬
lations may have a negative effect on
international trade in particular by

creating additional non-tariff bar¬
riers. The ultimate purpose of the
work of the sectoral group, therefore,
is to propose concerted approaches to

problems caused by the use and

limitation of use of potentially hazar¬
dous chemicals.

Meanwhile, to minimise the adverse

consequences of uncoordinated na¬
tional measures, OECD has set up a

procedure for early notification of
legislative and administrative re¬

gulations. Member countries have
agreed to inform each other, insofar
as this is practicable, of environ¬

mental measures pending or recently
taken, in order to give their trading
partners the opportunity to understand
the technical basis for the measures

and to take action themselves, whe¬

ther to counteract the expected effects
of these measures on their own eco¬

nomies or trade or to adopt similar
standards.

The procedure came into effect, in
accordance with the terms of a recent

Council resolution, on 26th May,
1 971 for an initial period of two years.

It provides that, when legislation is
filed, regulations are made public or
new information indicates that action

may have to be taken, the Member
country will notify OECD's Secre¬
tariat, describing in detail the nature
of the measure, the environmental

issues involved, the manner of enfor¬

cement, the exemptions, the effective
date and the scientific and technical

reasons for the action including the
known and suspected effects on
health and the environment. The

Secretariat will, in turn, inform all

Member governments.

If, in the light of reactions to such
a notification, a consultation appears
desirable, such a meeting will be
convened by OECD's Secretary Gene¬

ral. Any country that finds it is likely
to be adversely affected by a measure

in another country may also request a
consultation.

Such consultations on the techni¬

cal justification of a certain measure
may lead to the sharing of scientific
knowledge and to broader considera¬
tion of the problems posed by the
product in question to the need for
further action on the part of individual

governments or the OECD as a whole.
Reports on these meetings are to be
submitted to all Member govern¬
ments, to OECD's Environment Com¬
mittee and to the OECD Council if

further action is required.

The kind of reporting that is expect¬
ed and the likely consequences can
be illustrated by a few examples.

A food importing country lowers the
legal tolerance level for pesticide
residues in food products. Advance

notification means that the exporter
can take the new requirements into

account before the growing season
rather than find himself with a product
that is unsaleable because he has

already applied the pesticides to it.

A country takes action which in

effect discriminates against imports
of food and encourages exports of
pesticides by setting higher tolerance
levels for the pesticides used or man¬
ufactured at home than for those used

or manufactured by exporting coun¬
tries even though the two pesticides
have similar characteristics. Such a

regulation could give rise to a consul¬

tative meeting in which the scientific
basis for this action might be question¬
ed and possibly to an agreement to

make the measure more equitable.
A country may decide to apply

extensive safety precautions to the

escape of PCB's from electrical trans¬
formers; the exporter is left with a
stock of transformers which do not

meet the new regulations. Again,
adjustment of the production in the
exporting country would be facilitated

by advance notice.
If it proves effective, the advance

notification scheme could be applied
to other environmental measures. The

new procedure is voluntary in nature

and is not intended to prevent any
country from taking immediate action
when necessary. It should, how¬
ever, minimise disturbances in the

trading relations between countries.
It is hoped that the new system will
also expedite the spread of knowledge
and encourage action to protect man
and improve his environment.
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INSTRUMENTS OF EMPLOYMENT

POLICY IN BELGIUM

Belgium is well known for the " social programming " it began ten years ago. This social pro¬
gramming, which, gives the preponderant role to the social partners, has resulted in the
conclusion of real inter-industry collective agreements at national level under which employers'
and workers' organisations have undertaken to study and seek in common solutions for economic
and social problems of a general or national character.
With its third Plan the Belgian Government is entering a new phase in the development of its employ¬
ment policy and the Belgian authorities have prepared a report for the OECD Manpower and
Social Affairs Committee on the current situation and future prospects.
This report has been considered by three of the Organisation's experts (1 ). The conclusions they
came to, after comparing the viewpoints of the two sides, form the basis of the following article.
Although these conclusions primarily concern the Belgian situation some of them will have a general
interest for other countries since they illustrate the principles on which an active employment policy
of the type advocated by OECD could be founded. The two reports have been published in a single
document entitled cc Manpower Policies and Problems in Belgium ".
(1) Professor Dubé, Dean of the Faculty of Social Science at Laval I'niversity, Quebec (Canada); Mr. H. F. Rossetti, former
Deputy Secretary with the United Kingdom Ministries of Labour and of Education; Mr. J. P. Pilliard, Head of Manpower
Division, OECD.

he background to employment problems in
-A_. Belgium is typical of a highly developed

society:
the Belgian population has one of the highest stan¬

dards of living" among OECD countries;
the main constituents of the national product are

services and manufacturing of imported materials;
forty per cent of the national product is exported

and it looks very much as though soon one out of
every two active persons will be working in exports;
this means, first, that the Belgian economy and level
of employment is very largely keyed to external
trade and is directly affected by the international
trade climate, and, secondly, that the country's eco¬
nomic growth and the maintenance of the population's
standard of living depend first and foremost on in¬
creasing productivity;

the supply of manpower is limited by factors implicit
in the structure of the employment market and
population trends; the rate of increase of Belgium's
population over the last ten years is one of the lowest
among OECD countries (0.6 per cent); the activity
rate has gone up for some categories (women in par¬
ticular) but the active population as a whole has
grown even more slowly than the total population
(0.4 per cent per annum); the proportion of the
active population that is still in agriculture is very
small (5.2 per cent) whereas the numbers employed
in services amount to practically half the total.

The National Employment Office

The experts recall that, in the OECD view, employ¬
ment policy, if it is to be really " active ", must be

an integral part of economic policy in the long-
term lor favouring structural development and in the
short-term for overcoming cyclical difficulties.

To implement its employment policy, Belgium has
set up a National Employment Office (Office National
de l'Emploi et de la Main-d'euvre - ONEM) one of
whose original features is the independence it enjoys.
The ONEM is a semi-governmental agency sponsored
by the Ministry for Employment and Labour which
is responsible for its guiding policy, but it has broad
scope financially and operationally and, comparing it
with employment services in many countries, the
experts consider it to be particularly well-equipped
both in staff and material resources. Even so the

Belgian authorities report that its " rate of penetra¬
tion " in the market is low. One explanation pul
forward by the experts is that its duties include both
the promotion of employment and the administration
of unemployment insurance.

Under the heading of " promotion of employment "
ONEM acts in three ways:

placement;
aid to workers and to firms;

training of adults.

Placement

As regards placements, ONEM has all the neces¬
sary data on the demand for employment or at least
on the unemployed in receipt of benefit; a computer
provides information on manpower supply and the
numbers of fully unemployed persons on benefit very
quickly whenever it is wanted. ONEM also plans to
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collect data on notified job-vacancies with the help
of a third generation computer.

The Ministry for Employment and Labour has
recently finalised a system for improving the way
employment vacancies are processed and has decided
to implement a procedure laid down by law, under
which employers are obliged to notify vacancies to the
regional ONEM bureaux. This measure is intended
to"provide better statistical knowledge of the market.

Systems designed to make the labour market more
" transparent " are being studied in Belgium as they
are in other countries; it is considered essential that

those responsible for organising the labour market
should have the maximum amount of information.

The experts feel that is also vital for a global approach
to be avoided since this takes no account of compart-
mentalisation both vertical (inside firms) and hori¬
zontal (within a locality or a region).

Whilst continuing with its regular placement and
unemployment insurance activities, ONEM seems
bent on steering its regional and local bureaux more
and more towards the provision of varied services for
a wider clientele, going beyond simple placement and
involving the broader and more dynamic notion of
" counselling " i.e. the vocational guidance of workers
of all ages. In the examiners' view, this trend could
well improve the public image of ONEM but it might
also have implications with regard to the resources
and type of information it would need to have avail¬
able.

Financial Aid

This subject led the experts to raise the question
of a possible redistribution of the duties given to
ONEM and in particular those relating to assistance
granted to workers who are difficult to place and to
firms prepared to take them on. The number of
beneficiaries is very small and a part of the grants is
not used. It might be worthwhile studying whether
these funds might not well be put to other purposes.

A considerable effort, for example, might well be
envisaged, bearing in mind Belgium's special situation
(the small area of the country and obstacles to inter¬
nal migration due, particularly, to the linguistic
border) to help local firms or communities in the
improvement or establishment of transport facilities
for persons commuting from another town or another
region. Firms might also be encouraged to adapt
their working hours to attract people who are not
prepared to move house but would be ready to make
a comparatively long journey to work.

Management of unemployment insurance

The question of unemployment insurance in Bel¬
gium has three particular features. First, it is the
regional employment bureaux which register the
unemployed and determine their right to benefits.
Secondly, the actual payment is handled by bodies
set up by the main trade union organisations (except
for that paid out by a public body the caisse
auxiliaire to certain categories of the unemployed).
Thirdly, the regulations set no time limit to the right
to benefits and unemployed can continue to draw
benefits for as long as no " suitable " job is offered
them.

This system may affect the behaviour of certain
firms who regard unemployment insurance as supple¬
menting the pre-retirement payments they have to
pay to some of their personnel in order to persuade
them to leave before retirement age. The examiners
thought that it might also be wise to change the cur¬
rent rules so as to facilitate the employment of women,
whose rate of activity could probably be higher than
it is.

In analysing unemployment figures it is not suffi¬
cient just to look at the total unemployment figure
at any given moment; failure to break the figures
down by period of unemployment or fitness for work
of those registered leads to a false impression of the
real pressure on the employment market by those
looking for jobs and whose re-entry into the economic
circuit can be aided by the usual facilities (placement,
retraining, aids to mobility, etc.).

New directions

During recent years employment policy has rested
essentially upon the legislation enacted in 1961,
mainly designed to promote geographical and occu¬
pational mobility; at that time it was feared that the
opening of the Common Market would create serious
adaptation problems and it was decided to enlarge
ONEM's activities, particularly in the field of voca¬
tional re-adaptation which ceased to be restricted to
the unemployed.

As a result the number of trainees trebled in a few

years. Now however it seems to have levelled off,
not from lack of capacity (grants have not always
been fully used) but from lack of applicants. And
yet the responsible authorities have announced their
intention of making adult vocational training the
central instrument of employment policy and of
quadrupling the number of trainees in a few years.
At the same time the possibility of using this
expanded adult training system as one way of
involving employment policy in short term economic
policy has begun to be considered.

This development is in line with OECD suggestions,
but to be flexible and capable of influencing the
immediate economic situation the system will have
to interest a larger clientele. This means that
certain principles of adult vocational training will
need reconsidering. In Belgium as elsewhere the
initial purpose of such training was to meet quickly
employers' requirements for qualified manpower. If
the trainee potential is to be enlarged to any subs¬
tantial extent the training provided for them will
have to be individualised with all that means in

terms of course organisation and teaching methods,
and the principle that training has to be provided
at the place and time in which it has the best chance
of leading to a job will have to be re-examined. In
other words, in a system of this kind the demand
for employment (on the part of the active population)
would need to take precedence over the demand for
manpower (by employers).

A number of measures are already on the drawing-
board for enlarging the scope of the present system:

enlargement of the range of trades taught;
development of basic courses;
organisation of specialisation and short refresher

courses;
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A young job seeker is interviewed at the National Employment Office.

experts' view these measures should be worked into
the co-operation referred to and would gain from-
being supplemented by pre-training activities designed
for technical education drop-outs or to facilitate the
transition from school to job.

In Belgium it is becoming more and more usual for
employers to shoulder the responsibility of providing
additional practical training for those leaving techni¬
cal education (and even more so for those who have
not had one). To solve the financing problems raised
by the expansion of in-firm training, Belgium might
well model itself on the experience acquired in other
countries in distributing the costs to employers of
training their work people more equitably. Another
approach would be to generalise the method used in
some industries which collaborate with the National

Employment Office in providing facilities for the
accelerated training of tradesmen in trades that do
not lend themselves to the traditional forms of tech¬

nical education in school.

Whatever the improvements made to the machi¬
nery for vocational education of the young and their
post-school training may be, they will need to be
planned in the light of the need for continuing
education, breaking out of the confines of the tradi¬
tional class structure.

generalisation of opportunity to take up training
irrespective of the kind of trade taught :

extension of individual training given in the linn
or at school;

organisation of preparatory or pre-training courses;

the setting up and intensification of the activity
of retraining centres.

In I he experts' view it would be useful for these
measures to be taken in hand rapidly in view of the
fact that expanded and strongly individualised adult
vocational training could form a nucleus around which
to build up a general system of continuing education
and training

Vocational training of the young

The Belgian system of vocational training for young
people has certain special characteristics : if is
mainly basetl on education in technical schools (on-
the-job apprenticeships are rare); it operates within
a dual structure which explains the exceptional den¬
sity of the technical education networks this is the
result of the " School Pact " of 1958 which led to the

adoption of the act defining the relations between the
State and the private schools, the latter being almost
entirely under Catholic auspices.

There are those who feel that these abundant

technical education facilities have difficulty in meeting
the changing needs of the economy and of the society.
Their adaptation would he easier if those responsible
for technical education intensified their co-operation
with those in charge of employment policy and the
parties directly concerned (employers and unions) at
local, regional and national level. Measures were
recently taken, regarding vocational guidance in par¬
ticular, to combat unemployment among the young
and enhance their chances of finding a job; in I he

Need for co-ordination

The application of a truly " active " employment
policy and its involvement in action to deal with the
immediate economic situation calls for close co-ope¬
ration between the various ministerial and adminis¬

trative departments concerned. Several institutional
mechanisms have already been set up for this purpose.

One of the chief of these is the Consultative Council

on Employment and Manpower (Conseil consultatif
de l'emploi et de la main-d'euvre - CCEM). In this,
representatives of the Ministry for Employment and
Labour (and of ONEM), the Ministry for Economic
Affairs, the Ministry for Social Welfare, the Economic
Planning Bureau, the Begional Economic Councils,
the Belgian Productivity Centre and the Universities,
meet at regular intervals.

In the examiners' view it might well be useful to
arrange for ad hoc meetings between the CCEM and
I he Consultative Council for Immigration. In the
more general context, discussion could be envisaged
at the very highest level on the future lines of an
immigration policy relating to both short term econo¬
mic problems and longer term population issues and
reconciling the occasionally conflicting interests of
the various sectors and regions. The CCEM appears
to the OECD experts to be a forum in which the
representatives of the various government depart¬
ments could best discuss with the social partners the
effect of social programming on certain aspects of
employment policy.

'the examiners conclude by stressing that in our
kind of developed society a purely pragmatic approach
might altogether miss the real problems. Under
external pressure those responsible often confine
themselves, by the very force of events, to superficial
remedies which leave the root causes of the problem
untouched. For this reason research is indispensable
for I he success of any active employment policy.
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THE GREEN

REVOLUTION
by Montague Yudelman,

Acting President of the OECD Development Centre
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A SUCCESSFUL

TRANSFER

OF TECHNOLOGY

1 he "Green Revolution" can be described as the
large-scale adoption of an agricultural technology,
adapted for use in tropical regions. The basic techno¬
logy, a yield-increasing, seed-fertiliser technology, has
been used with great success to raise agricultural
productivity in most OECD countries and has been
adapted for use in tropical regions (and environments)
by modifying the characteristics of one input: seed.
By a process of "biological engineering", based on
plant breeding, varieties of seed have been developed
to incorporate physical characteristics that make their
use economically attractive to farmers in many deve¬
loping countries: they give high yields (without
lodging) when used with fertiliser, withstand certain
widespread plant diseases and flourish in regions out¬
side the temperate zones.

The transfer of this seed-fertiliser technology from
developed to developing countries was made possible by
the work of scientists from OECD countries and from

developing countries, much of it within non-
temperate environments because of the " location
specificity" of improved varieties of seed. Within
recent years the complementary research that is an

essential part of the international transfer of this
technology, has been undertaken, first, by the Rocke¬
feller Foundation in Mexico (wheat and corn) and by
the International Bice Research Institute in the

Philippines (initially supported by the Bockefeller
and Ford Foundations). More recently, national re¬
search institutes in developing countries have been
active in furthering the process of adaptation by
building on the work of the foundation-sponsored
programmes.

The technology embodied in the new varieties of
seed has provided the potential for increasing yields
and output of selected food grains. The widespread
exploitation of this potential requires that millions
of decision makers at the farm level use complemen¬
tary inputs such as fertilisers, water, skills and labour.
Thus a necessary condition for the exploitation of the
potential of the new technology is that there should
be an effective institutional framework for making
supplies available when and as needed by farmers.
A further necessary condition is that it should be
profitable for farmers to use the new technology.
This links the diffusion of the technology to fiscal,
monetary and industrial policies that influence costs
to farmers as well as to the whole system of absolute
and relative prices for agricultural products.

Where the new varieties of wheat, rice and corn

have been used with appropriate complementary
inputs, the yields per acre have risen by as much as
100 per cent compared with the use of traditional
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1. INDICES OF FOOD PRODUCTION, IN LESS-DEVELOPED

COUNTRIES, 1961-70

(1961-65 = 100)

(1 ) Inclodes UAR, exclodes Republic of South Africa.
(2) Excludes Japan and Communist Asia.

(3) Production data for Nigeria are subject to revision.

Source : United States Department of Agriculture.

rOTAL FOOD PRODUCT/ON FOOD PER CAPITA
(1963

= 100)

Year
All

LDCs

Latin

America

22 Reps.

Africa

(1)

West

Asia

South

Asia

East

Asia (2)

All

LDCs

Latin

America

22 Reps.

Africa

(V
West

Asia

South

Asia

East

Asia (2)

Popu¬
lation

LDCs

Weights 100.0 29.3 16.4 7.1 30.8 16.3

1961 94 92 92 93 99 93 99 97 96 98 104 98 95.0
62 97 96 99 98 97 97 99 99 101 101 99 100 97.5

63 101 100 102 103 102 98 101 100 102 103 102 98 100.0

64 104 104 103 102 104 106 101 101 100 99 102 103 102.6

65 104 108 104 104 98 106 99 102 99 98 93 101 105.2

66 105 111 104 110 96 112 97 102 97 101 89 103 108.0

67 111 116 107 120 106 111 100 103 99 108 96 100 110.9
68 115 118 109 123 114 116 101 102 96 107 101 102 113.8

69 120 (3) 120 113 (3) 121 121 123 103 (3) 101 97 (3) 103 104 105 116.9

70 124 (3) 127 114 (3) 122 127 125 103 (3) 104 95 (3) 101 107 104 120.0

varieties with a lesser level of complementary inputs.
Under field conditions, average yields have risen
higher, over time, as farmers have shifted away from
using traditional varieties with few purchased com¬
plementary inputs, to continuously improved varieties
with appropriate levels of purchased inputs. In
Mexico, the first developing country to have benefited
on a large scale from the new technology, average
yields of wheat have risen from 0.9 1 tons per hectare
in 1949 to 2.64 tons per hectare in 1968. In the
Philippines a study of 204 farms indicated that rice
yields per hectare rose from 2.3 tons to 4.5 tons in
one season when farmers used the new varieties and

other inputs.

The spread of the new technology has been very
rapid. It was introduced into Mexico in the late
1940's. Between 1949 and 1965, the area planted
to new varieties rose from 40 thousand acres of wheat

to 807 thousand acres and from 51 thousand acres of

corn to 720 thousand acres. In the last five years,
the rate of spread of planting of new wheat and rice
varieties, derived from research in Mexico and the

Philippines, has been even more rapid. Between
1965-66 and 1969-70, the estimated area under high
yielding varieties of wheat and rice increased from
41 thousand acres to 43.9 million (See table 2) : 24.6
million acres were planted to high yielding varieties
of wheat and 19.2 million to rice. Most of I he

acreage under the new varieties of wheat and almost
all of the acreage planted to rice is in South and East
Asia in 1969-70, 59 per cent of the acreage under
new varieties was in India and 20 per cent was in
Pakistan. The remaining 21 per cent was largely
confined to Turkey, the Philippines and Tunisia.

The term " revolution " is hardlv a misnomer when

it is appreciated that anywhere up lo live million
farmers have adopted a new technology within a five
year period. This is an unparallelled rate of technolo¬
gical change at the farm level and great credit is due
to all those who made this possible. Despite the very
rapid spread of the use of the improved varieties,
though, it is important that this accomplishment be
seen in perspective:

The "new technology" has not had a substantial
impact in Latin America, outside of Mexico, nor in
Africa outside of limited areas in North and East

Africa. Also it has been confined, in the main, to
three products: wheat, rice and corn.

The area planted to new varieties in Asia covers
some 10 per cent of the estimated cultivated area of
that region (excluding Mainland China); this includes
some 20 per cent of the wheat acreage and 10 per cent
of the rice acreage.

Production of food grains has risen considerably
in those countries in which there has been widespread
adoption of the new technology (See table page 27).
It is difficult to separate out " weather effects " from
others but the rapid increase in yields of wheat and rice
are indicative of the impact of the use of the improved
varieties. It seems beyond question that the spread
of the new technology contributed to the fact that
food production in South and East Asia is at a higher
level (per capita) than at any time in the recent past.

Five years is too short a period for determining
trends but there are signs that the very rapid upsurge
in the rate of adoption of the new technology may
be slowing down. The area planted to new varieties
and fertiliser consumption in Asia is still increasing,
but at a much slower rate than in the first four years
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when there was a very widespread adoption of the
new technology (See table 4 page 28).

Prospects for sustaining the rate
of expansion of the new technology

The prospects for sustaining and even accelerating
the spread of the new technology can only be assessed
on a country by country basis. However, some gene¬
ral observations are in order:

The high growth rate in the adoption of the new
technology has been in the areas that are best suited
for this technology. This applies with special empha¬
sis to those areas with controllable water supplies. In
Mexico, India and Pakistan the "key" to the profit¬
able use of new varieties and fertilisers has been

the ability to supply appropriate amounts of water
when and as needed.

The emerging problems of pest control and the
organisation of pest control services are becoming
urgent. In the view of many competent observers,
the deficiencies in pest and disease control will conti¬
nue to be the second most important limitation after
water on the technology/supply side.

There is still only limited success in developing
new varieties of rice suitable for monsoon conditions

in countries such as India and the new varieties of

other crops, the production of which is also necessary
for any broad-based development programme.

The problems of reaching smaller farmers, the
slowest innovators, will become increasingly difficult.
This is especially so in regard to planning of irrigation
systems, provision of credit, distribution of fertilisers
and so forth.

There are undoubtedly opportunities for increasing
output from existing acreage planted to the new
varieties; it can be demonstrated that the intensifi¬

cation of fertiliser usage can add a further 8 or 9 per
cent to existing output in many areas. In the main,
though, it appears that the "low cost" phase of the
spread of the new technology, based on capitalising
on past investments in agricultural infrastructure,
may be coming to an end. This implies that the
Green Devolution can only be sustained with sub¬
stantial investments to extend the areas in which the

new technology can be used or the technology itself
must be improved (or both). In either event a
sustained increase in output will require substantial
increases in expenditures on research, investment in
improving water supplies and other elements that
constitute the agricultural infrastructure.

NEW PROBLEMS

AND OLD

ONES REVISITED

No observer can fail to be impressed by the changes
that are following on the widespread use of the
improved seed fertiliser technology. The ensuing
increase in food production has bought great econo¬
mic benefits in its wake. At the same time, though,
as more information comes to light, it is apparent
that the successful application of the new technology

Dr. Norman Borlaugh, Nobel Prize 1970, pioneer in research on improved
varieties of wheat and corn.

2. ESTIMATED TOTAL AREA

OF HIGH-YIELDING VARIETIES

OF WHEAT AND RICE

Crop Year Wheat (1) Rice (2) Total

acres

(rounded)

1965-66 23,000 18,000 41,000

1966-67 1,542,000 2,505,000 4,047,000

1967-68 10,173,000 6,487,000 16,660,000

1968-69 19,699,000 11,620,000 31,319,000

1969-70 (3) 24,664,000 19,250,000 43,914,000

hectares

(rounded)

1965-66 9,000 7,000 16,000

1966-67 624,000 1,014,000 1,638,000

1967-68 4,117,000 2,625,000 6,742,000

1968-69 7,972,000 4,703,000 12,675,000

1969-70(3) 9,982,000 7,790,000 17,772,000

ft)

(2)

(3)

Excluding Mexico.

Excluding improved local varieties in Ceylan and Taiwan but
including improved local varieties developed in India and the
Philippines.

Preliminary.

Conversions on basis of 1 acre = .4047 hectare.
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is generating a new set of problems which may require
a reconsideration of existing policies intended to foster
the " Green Revolution ".

Prices, markets and exports

The rapid increase in marketed output of grains in
some regions has resulted in a shortage of capacity
in the processing industries and marketing infrastruc¬
ture. The emphasis on production and the lag in
investments for marketing and distribution of that
output have created strains of all kinds. In some
countries milling capacity is inadequate to handle
available rice supplies; in others, storage and trans¬
port facilities are over-extended, with resulting waste.
Even in Mexico, which has experienced more than a
decade of the widespread diffusion of the new techno¬
logy, the weakness in the rural marketing infrastruc¬
ture is still considered to be one of the major problems
in the development of the rural sector. There is thus
a substantial backlog in investment requirements in
both the public and private sectors in off-farm faci¬
lities for handling the increased output.

A related issue has been the tendency for govern¬
ments to intervene in marketing. The bottlenecks
and difficulties in handling the large increases in
output have led to increased suspicion of the middle¬
men in the private sector. In some instances, where
the middlemen are predominantly from minority
groups, this has added to social tensions and encour¬
aged government intervention. Whatever the me¬
rits of this intervention, one result is that there has
been a decline in the number of skilled traders and

management who are familiar with the intricacies of
marketing. This is adding to the difficulties of mar¬
keting the increased output produced with the new
technology.

A further major problem is arising with regard to
prices paid to farmers to encourage them to adopt the
new technology. These prices have often been fixed
at high levels relative to international prices and
relative to prices of other products. This has led to
the following "price effects":

In some instances high prices paid to farmers have
led to high prices for food grains for urban consumers.
The benefits of the increased productivity in agricul¬
ture have not been passed on to urban consumers;
since food grains are a major wage good, the real
incomes of the lowest income groups in urban areas
may have fallen unless wages have risen. A rise in
money wages, though, encourages the substitution of
capital for labour and so adds to problems of unem¬
ployment in urban areas.

Where prices are high for specific products, this
has led to the substitution of these products for
others. Where rice has been substituted for com¬

mercial export crops, such as cotton, this has led to a
fall in exports and a net decline in foreign exchange
earnings. Where wheat has been substituted for
pulses, this has led near subsistence producers to
substitute a less nutritional product for a more nutri¬
tional product.

The high prices for grain relative to livestock has
tended to make livestock production uneconomical,
even though the demand for livestock products is
rising.

Where countries have maintained high internal
prices for grains, they have to subsidise their exports
to be competitive in world markets. In Mexico, now
a net exporter of food grains, the subsidisation of
exports diverted budgetary resources away from
other developmental requirements.

In broad terms the "price' ' problem is essentially one
of adjusting prices in line with market opportunities
so as to improve resource allocation. This will in¬
volve, inter alia, the reduction of some prices and trans¬
fers of income among different groups in the economy.
Given the experience of OECD Member countries,
it need hardly be emphasised that there is always a
great resistance to lowering any prices paid to farmers.

International trade

World trade in grains is highly organised and
patterns of trade are sensitive to relatively minor
changes in both supply and demand. This is especially
so in the case of rice, the staple food for most of the
people in the world, as the volume of rice traded in
world markets only represents around 3 per cent of
world production. There is increasing evidence that
the recent upsurge in production of food grains in
food deficit countries (notably in the populous coun¬
tries of Asia) is leading to a dramatic change in pros¬
pects for expanding world trade in grains.

In the first place there is a decreasing level of
imports of food grains by traditionally heavy import¬
ers in developing countries, and there is a decline in
exports from traditional suppliers of grain in world
markets. Imports of agricultural products into Asia
declined by 10 per cent between 1967 and 1970.
India, Pakistan and the Philippines have all reduced
their imports, as domestic supplies have increased,
and each of these countries is anticipating a high
degree of self-sufficiency in food grains within the near
future. Export levels and increasing stockpiles in
the major grain producing countries also reflect a
softness in world markets. Between 1964 and 1969,

the value of agricultural exports fell by 24 percent
(based on a 1957-59 index of value of agricultural
exports). At the same time, wheat stocks have
doubled, rising from 33 million metric tons to 66
million metric tons in the major exporting countries :
Argentina, Australia, Canada, the US, and the Euro¬
pean Common Market. Bice stocks in the US, Thailand
and Pakistan have trebled, rising from 358 million
tons to 1050 million tons. A good part of the rise
in stocks can be attributed to increased production
in exporting countries, but the falling off of demand
by traditional importers has contributed to growing
stockpiles.

Other indicators of the sudden abundance of food

grains on a global scale include the decline in food aid,
the downward pressure on international prices for
traded grains and the very generous repayment terms
that are being offered to purchasers of grain. At
least two OECD countries have arranged for loans
in kind to several Asian countries on terms which

new exporters are unlikely to match. The softness
of the export market for wheat has also been a

(continued on page 27)
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Australia, the newest Member of OECD, has
strong traditional links with Europe since

European settlers arrived in the island continent two

hundred years ago. Among OECD Members countries
Australia has unique links, developed especially over
the last twenty years, with the countries of Asia and the
Pacific.

Today the country has a rapidly growing economy
marked by a considerable dependence on great tradi¬
tional rural industries, by the discovery and exploita¬
tion of rich mineral desposits, by a relatively small but
fast-growing manufacturing sector and by a vital stake
as both exporter and importer in the expansion of world
trade.

A few facts serve to illustrate the nature of Australia's

economy.

During the last decade some $7 billion (1) of overseas
capital was invested in Australia.

Of the 32 major trading nations Australia ranks, on a
per capita basis, as the eleventh largest. In aggregate
terms it is the 13th largest.

Australia's population has grown to 12J million
from 1\ million in 1945 and will probably reach
15 million by 1977.

Gross value of mineral production has increased
from S400 million (ex-mine value) in 1960 to nearly
81,000 million currently.

Increased crude petroleum means that by the end
of 1971 Australia expects to be meeting approximately
70 per cent of its oil requirements from domestic re¬
sources.

While the bulk of Australia's export income derives
from primary production, exports of manufactured
goods now represent some 20 per cent of total exports
compared with 5 per cent twenty years ago.

140,000 new dwellings are currently being completed
each year: over 70 per cent, a higher proportion than in
almost any other country, are owned or being purchased
by the occupier.

Australia 's Recent Economic Record

Apart from Japan, whose rate of growth of GNP in real
terms over recent years is unmatched by any other coun¬
try, Australia's record of an annual average of 5.1 per cent
compares favourably with those of her leading indus¬
trialised OECD partners (France 5.9 per cent, Germany

5 per cent, United Kingdom 3 per cent, United States
4.3 per cent). Australia's growing work force, includ¬
ing large numbers of immigrants, has been readily
absorbed, and unemployment has in recent years been
around one per cent of the labour force. In recent

years, consumer prices have been increasing by three
per cent annually.

The balance of payments position at present is sound.
Exports have been rising rapidly (during 1969/70 exports
of minerals rose by 50 per cent, manufactured goods by
30 per cent), but this was to some extent off-set by a
decline in the value of shipments of wool and other
primary products. There has also been an inflow of

around one billion dollars in net terms on capital account
in recent years.

Australia's traditional rural industries and espec¬
ially wheat and wool have contributed substantially
to the country's prosperity. While restricted selling
opportunities in traditional markets have inhibited the

performance of these export-oriented industries, the net

value of rural production has trebled during the past
twenty years from S 1,108 million in 1948/49 to $3,198
million in 1968/69.

Manufacturing industry has been in a state of rapid
expansion. Over 60,000 factories, two-thirds of them

engaged in export activities, employ nearly 30 per cent
of the labour force, contribute a similar percentage of
Gross National Product and absorb 25 per cent of total
investment. Important sectors of this industry include
mechanical production, chemicals, and building mater¬
ials, in addition to car construction, and the production
of steel, aluminium and synthetic fibres.

Australia has greatly expanded her service industries.
The proportion of the work-force engaged in these acti¬
vities is exceeded only by Canada and the United States.
Out of a work-force of about 5J million, some 290,000
are engaged in the transport industries. This high
proportion is due largely to the great distances between
the main centres of population. Australia ranks only
second to the United States in use of air transport per
head of the population.

Minerals Developments

The advance of the Sixties brought a general boom in
exploration for minerals throughout Australia, includ¬
ing exploration for oil. Australia is a major producer
of iron ore, copper, lead, zinc, bauxite, coal, rutile and
zircon. Large deposits of iron ore were found at Mt.

Newman and Robe River in Western Australia in 1961,

and at Mt. Tom Price (Western Australia) and Savage
River (Tasmania) in 1962. Bauxite was discovered in

the Darling Ranges (Western Australia) in 1960, and
on the Mitchell Plateau (Western Australia) in 1965,
deposits at Gove and Weipa had been discovered in
the 1950's; manganese at Groote Eylandt (Northern
Territory) in 1960; nickel at Kambalda (Western Aus¬
tralia) and Greenvale (Queensland) in 1966; and oil at
Moonie (Queensland) in 1961, Barrow Island (Western
Australia) in 1964, and Bass Strait (Victoria) in 1965.
The discoveries brought about a very significant change
in Australia's natural resources position. The value of
mineral production has trebled over the past ten years
and will increase further in the years ahead as current
development and expansion plans are brought to fruition.

Exports of mining products have risen from 7 per
cent of total exports in 1963-64 to 24 per cent in 1969-70,
when they reached almost $1,000 million an average
annual compound rate of growth of 30 per cent and
projections released by the Minister of National Develop-

(1) All money values are US dollars.
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An aerial view of Sydney showing the new commercial centre of North Sydney, linked to the main city by a nine-lane expressway.

ment forecast a level of mineral exports exceeding
$2,000 million by 1975-76. To date this growth has
been mainly due to increasing exports of iron ore, coal,
alumina and bauxite, but in the years ahead Australia
is likely also to be exporting increasing quantities of
nickel and manganese.

The increasing capital investment in mining (exclud¬
ing oil exploration) required by such developments is
now running at over $500 million annually. Capital
expenditure in mineral processing has also been increas¬
ing and has now reached an annual level approaching
$200 million. Much of the funds invested in mining

have been provided from domestic sources, though a
very considerable contribution has been made by over¬
seas investors, rising from $19 million in 1963-64 to
$166 million in 1969-70.

Mineral processing has also expanded greatly in the
last decade, particularly in the refining of bauxite into
alumina and the smelting of aluminium. New alumina
refineries began production at Kwinana, Western Aus¬
tralia (1963) and Gladstone, Queensland ( 1 967), and work
has commenced on a refinery at Gove. Northern Territory.
Total capacity now is in excess of 2.2 million tons per
annum and is planned to be 3.9 million tons by the end
of 1972, compared with a capacity of approximately
50,000 tons per annum in 1960.

Australia 's Overseas Trade

Trade is vital to the economic development and
continued prosperity of Australia. For commodities
such as wool, beef and veal, mutton and lamb, preserved
and dried fruit, sugar, lead, zinc, iron ore, bauxite and
alumina, Australian exports rank among the first two
or three in world trade.

Whereas 20 years ago Britain was the largest buyer of
Australian exports, Japan now holds this position. The
United States has likewise supplanted Britain as Austra¬

lia's largest supplier of imports. But, in total trade, it
is Europe which remains the most important single
trading region for Australia. More than 40 per cent
of Australia's imports come from Europe and the region
takes over 27 per cent of Australia's exports.

In the year ended June 1970. exports of Australian
produce were valued at $4.4 billion, an increase of
225 per cent over the corresponding figure for 1949-50,
In the same year, imports were valued at $4.3 billion,
an increase of more than 260 per cent on the figtire for
1949-50. The growth in exports of manufactured and
mining products can in no way be regarded as a sub¬
stitute for the continued prosperity of Australia's rural
producers.

Exports of farm products have declined as a propor¬
tion of total exports, though Australia still relies on its
faim products for more than half its export income : in
1948-49 of a total of $1,204 million, farm exports ac¬
counted for $1,038 million; in 1969-70 the relative

figures were $4,435 million and $2,339 million. Britain
is the largest buyer of these products. It takes 80 per
cent of butter exports, 65 per cent of canned fruit
exports, 38 per cent of dried fruit exports and 26 per
cent of sugar exports. Australia thus has a vital stake
in steps to liberalise world trade.

Apart from the impact of direct trade, Australia's
growth has been vitally assisted by overseas capital.
During the 1960's, some $7 billion worth of private
overseas capital was invested in Australia, providing
about 12 per cent of total gross fixed capital expenditure.
The ratio of gross fixed capital expenditure to gross
national product has averaged 26 per cent per annum
in recent years.
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Of the private capital inflow from abroad during the
past decade more than 80 per cent came from the two
traditional suppliers of capital to Australia, the United
Kingdom and the United States, but during the decade
the United States replaced Britain as the largest single
source of private overseas investment. There has also

been a recent increase in the flow of private investment
from other countries. Over the five-year period to
June 1970, private overseas investment in Australia
amounted to over $4,500 million, of which the United
States contributed $1,697 million or 43 per cent, the

United Kingdom $1,763 million or 38 per cent and other
countries $892 million or 19 per cent.

Science in Austinlia

Scientific research in Australia has been greatly stim¬
ulated by the economic expansion of the past twenty
years. The overall research effort, which previously
had been concentrated mainly in the biological sciences,
has expanded and spread into the physical sciences,
with attention to the technical problems of industry.
Research in the medical and social sciences has increas

ed and become more diverse. Research centres, many
of which have achieved prominence internationally,
have attracted scientists from overseas, as well as absorb¬

ing rapidly rising numbers of locally trained scientists.
The Commonwealth Government has played a key

role in the development of the national scientific effort,
both through its own programmes of research and related
scientific activities, and in funding scientific activities
generally.

Over thirty Commonwealth Government agencies are
engaged in research and scientific activities having a
wide range of interests including development of natural
resources and of primary and secondary industries,
health, communications and transport, atomic energy
and defence.

The Commonwealth Scientific and Industrial Re¬

search Organisation (CSIRO) is the largest and
most diversified civil scientific body, employing some
2,000 professional scientists in establishments located
throughout Australia. The Organisation's scientific
programme covers a broad spectrum of interests, but
is directed in general towards the development of
primary and secondary industries.

The Commonwealth Government has established

fund granting schemes to promote research and, to
encourage industrial research, the Government intro¬

duced, in 1968, a scheme of grants to manufacturing
and mining companies. Companies which operate
their own research establishments or contract research

and development to approved research organisations
are eligible to receive grants.

The Commonwealth Government also contributes to

Research Trust Funds which obtain a portion of their
revenue from levies on production by particular indus¬
tries (e.g. wool, wheat, meat, sugar, fisheries, minerals).

Foreign Aid

Australia has ranked, in terms of the provision of
official development assistance as a proportion of Gross
National Product, among the first three or four donor
countries in the world.

In 1970 the total of official and private flows reached
$381.2 million compared with $247.4 million in 1969.
This was in excess of 1 per cent of GNP. Official
development assistance totalled $202.4 million or 0.59
per cent of GNP.

Apart from substantial expenditure in Papua and
New Guinea, for which Australia has special respon¬

sibility, Australia has made significant and increasing
commitments to other countries of the Pacific and

South-East Asia. In addition, Australia has a growing
multilateral aid programme centred on the Interna¬
tional Development Association, the Asian Develop¬
ment Bank and various UN agencies.

Alone among member countries of the OECD Deve¬
lopment Assistance Committee (DAC), Australia extends
aid almost entirely on grant terms. Such aid is parti¬
cularly valuable for India and Indonesia, whose external
indebtedness positions are critical, and for Papua and
New Guinea, which cannot yet assume any substantial
burden of external debt.

Aid, which has been one of the fastest growing items
in the Government's budget, will continue to be a vital
part in Australia's links with Asia and the Pacific. It
was by co-operation in foreign aid policy that Australia
first became linked with OECD through membership
of the Development Assistance Committee in 1966.

(Source : facts and figures provided by the Australian
authorities.)
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f/J Wool and (2) wheat have helped build up Australia's prosperity, and farm
products still account for more than half the export income. (3) Manufacturing
industry now employs 30 per cent of the labour force; production includes
motor cars and (4) aluminium smelting and fabricating. (5) and (6) Australia is
a major producer of iron ore, copper, lead, zinc, bauxite, coal and other minerals
(7) and has large deposits of oil and natural gas. (8) The population has grown
to 12.7 million from 7.5 million in 1945; the work force includes large numbers
of immigrants. (9) 140,000 new dwellings are being completed each year; a
high proportion are owner-occupied.





STATISTICS RELATING TO THE AUSTRALIAN ECONOMY*
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THE GREEN REVOLUTION

(continued from page 18)

factor in the United States reducing wheat acreage
by a quarter in 1968 and 1969. Together with other
croplands idled, some 50 million acres have been
withheld from production ironically this is a little
more than the acreage in the less developed countries
planted to the new varieties.

The factors considered above point to some of the
spillover effects of the "Green Revolution" into the
international economy. If the Green Revolution is
sustained and countries aspire to become self sufficient
and to enter export markets at any cost, this would
create further serious strains in world trade in grains.
It would negate the benefits which might be expected
to flow from a more rational, international division
of labour based on considerations of real costs of

resource use. However, just as this concept implies
that not all developing countries should strive to be
exporters of grains, it also challenges the protectionist
policies followed by many developed countries. The
contradictions of current protectionism in many
OECD countries involve a burden to consumers (in
the form of high prices) and to taxpayers (where
taxes support prices); these policies lead to food
surpluses, some of which are distributed as food-aid
or sold at depressed prices, on terms which cannot be
met by new exporters, so adding further to problems
in the less developed countries.

It seems reasonable to assume that one of the

major issues in the Seventies that will arise from a
sustained success of the "Green Revolution" will be

the challenge of greater rationalisation of agricultural
trade. Just as the Sixties have been a decade in

which OECD Members have given a great deal of
attention to increasing trade between less developed
countries and developed countries in manufactured
products, so the Seventies may well be the decade in
which the international community will have to come
to grips with the problems of removing barriers lo
greater agricultural trade between developed and
developing countries.

Distribution of gains within
the agricultural sector due to the spread

of the new technology

The regions that have gained most from the Green
Revolution are those with irrigation and controllable
supplies of water; the availability of irrigation and
related facilities depends, inter alia, on public and
private investment. Consequently the new techno¬
logy has been most successful in those regions where
there has been the greatest past investment in irri¬
gation or where the new irrigation facilities have been
developed to utilise the new technology.

In India and Pakistan the expansion of wheat has
been in areas with irrigation. Similarly, the expan¬
sion of wheat in Mexico has been confined in large part
to the North. This expansion within regions such

3. CHANGES IN WHEAT AND RICE PRODUCTION, ACREAGE AND YIELD

IN SELECTED COUNTRIES, 1964-68 AND 1969-70
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as the Punjab and the northern areas of Mexico is the
outcome of economic forces: farmers have expanded
production because the availability of regulated
water supplies has made it profitable for them to do
so. In some instances, though, administrative actions
and economic policies have enhanced profitability
within these regions. The "underpricing" of water
from publicly owned irrigation facilities and the
relatively high price of wheat in Mexico have encour¬
aged regional production in Mexico. Research has
been heavily oriented towards resolving production
problems in these regions; credit and other inputs are
more readily available in the irrigated wheat produc¬
ing regions than in others.

The regional concentration of rice production is
less pronounced than that of wheat. The rice area,
though, is traditionally a larger area and so the sub¬
stitution of new varieties for local varieties has been

possible over a more dispersed area. One factor that
has contributed to this concentration is that there are

still many problems related to adapting varieties
suitable for many of the environments in which rice has
grown. Nonetheless, there is a fair degree of regional
concentration in the use of new varieties of rice.

The relatively low proportion of the total area
planted to corn in Mexico over a fifteen year period
has been ascribed to many factors. There are tech¬
nical factors: a single wheat variety is suited to
large areas of Mexico whereas specific hybrids have
to be developed for each of the many different corn-
producing areas. In addition, as in the case of wheat,
controllable water supplies have been important in
raising yields of corn (only 6.7 per cent of all corn
was grown under irrigation and this gave 98 per cent
higher yield than the average). Finally, unlike wheal
production, corn production is largely in the hands of
small-scale farmers who produce in good measure for
subsistence.

Distribution by size of farms

The main components in the new technology are
perfectly divisible, i.e. I hey are neutral with respect

to economies of scale or farm size. New seed and

fertilisers can be used by large-scale as well as small-
scale farmers; therefore small as well as large-scale
farmers should get proportionately the same benefits
from the new technology. As a recent study by the
Development Centre has shown, the experience of
Japan and Taiwan supports this proposition. How¬
ever, this same study indicates that there has to be
"scale neutrality" in supporting institutions if small-
scale producers are to participate in the new techno¬
logy. These supporting institutions include those
that supply credit and fertilisers as well as water.
The same study cited above indicates that there have
been strong institutional biases against an even dif¬
fusion of the new technology in several countries.

It is difficult to generalise about the effect of the
new technology on income distribution within the
regions where farmers are adopting the new techno¬
logy. There is evidence lo indicate that larger scale
commercial farmers are the innovators and there is

a lag before small-scale producers follow suit. Other
evidence from India suggests that in selected sample
areas of Western Punjab the rate of adoption of
wheat has been rapid for all sizes of farms, from
below 2.5 acres to over 50 acres. There appears to
be no significant difference in the rate of adoption
by size of farm other than that large farmers are
the initial innovators.

From the point of view of increased welfare of
producers it would be comforting if the distribution
of size of farms within the irrigated areas were not
an important determinant of the acceptance of the
new technology. This may be too sanguine a view
as experience elsewhere indicates that the smaller the
size of farm the greater the aversion to risking change;
where tube-wells are used, there are distinct economies

of size so that, unless there are "pooling" arrange¬
ments, it is uneconomic for small-scale farmers to

use tube-wells; finally, unless there are special in¬
stitutional arrangements, small-scale farmers cannot
gain access to necessary inputs. The facts of the
matter will only be established after investigation,
but the weight of experience indicates that special
efforts are required to encourage small farmers to be

4. CHANGES IN FERTILISER CONSUMPTION IN ASIA

(EXCLUDING MAINLAND CHINA)
1963-64 - 1868-69

N P K NPK

000 m.t. Per cent 000 m.t. Per cent 000 m.t. Per cent 000 m.t. Per cent

of increase over of increase over of increase over of increase over

nutrient previous year nutrient previous year nutrient previous year nutrient previous year

1963-64 2,006 	 979 __ 817 _ 3,802
1964-65 2,077 4 1,012 3 811 1 3,900 3

1965-66 2,248 8 1,053 4 914 13 4,215 8

1966-67 2,804 25 1,314 25 1,008 10 5,126 22

1967-68 3,418 22 1,642 25 1,183 17 6,243 22

1968-69 3,785 11 1,651 1 1,227 4 6,663 7

Source : FAO.
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innovators and that there is a considerable lag in
the rate of adoption of new technology between
commercial and non-commercial farmers.

In brief, the evidence is still somewhat obscure

about the distribution of gains within irrigated areas
but casual observations tends to indicate that the

larger commercial farmers are the ones who are
profiting most from the new technology. Since it
is notoriously difficult to tax agricultural incomes,
this may well be leading to a more skewed distribution
of incomes within irrigated agriculture. There is
evidence, though, that the technological changes
appear to have led to a widening of regional disparities
in income within agriculture as a whole. The " Green
Revolution" has tended to bypass non-irrigated farm¬
ing or farming where there is no adequate control over
water. This includes the areas in which most farmers

in the less developed countries live. The implications
are obvious, especially where, in the pursuit of increas¬
ing output, the bulk af added public investment is
concentrated in the irrigated regions and, at the
same time, there is no adequate fiscal machinery for
distributing some of the increased incomes in these
regions to others regions. The fiscal machinery that
is available may depend on the relative powers of
state and central governments, a particularly thorny
problem which is beyond the purview of this article
but one which cries for attention.

Employment effects

It is now generally accepted that many developing
countries face serious problems of underemployment
and emerging open unemployment. II is also accept¬
ed that the very high rate of increase in the labour
force and the pattern of non-agricultural development
is such that every elfort should be made to increase
productive, remunerative employment within agri¬
culture.

A recent study by the OECD Development Centre
indicates that, all other things being equal, the new
technology increases the demand for farm labour by
as much as 30 per cent per hectare. Much of this
increase, though, is seasonal so that it is possible that
a seasonal shortage of labour can exist side by side
with large pools of underemployed labour during
much of the year. At the same time, mechanisation,
short of complete mechanisation of all farm operations,
had reduced labour requirements by as much as
between 17 per cent and 27 per cent per hectare,
including labour requirements in the non-peak seasons
of demand. Indiscriminate mechanisation thus works

against increasing labour utilisation at the farm level,
and so adds to problems of employment.

There is a fairly rapid rate of increase in mechani¬
sation in those countries where the new varieties of

wheat have been introduced. Despite the relative
abundance of labour, farmers are finding it profitable
to mechanise - - this applies particularly to large-
scale tractorisation. The reasons for mechanisation

include:

The rising "non-wage" costs in employing labour
these non-wage costs include organisation and mana¬
gement problems (some of which arise from unionisa¬
tion and political activities).

The overvaluation of foreign exchange rates that
results in internal prices for machinery being relative¬
ly low; governments also subsidise tractor imports
and credit to purchase tractors.

The availability of suppliers' credits, tied aid and
concessional lending all encourage the import of
machinery without due regard for the effects on la¬
bour utilisation.

Given the relative abundance of labour, it would

seem that every elfort should be made to
avoid a replication of the pattern of agricultural
development that has occured in OECD countries.
In these countries the operation of market forces
has resulted in agricultural production being concen¬
trated on large-scale capital intensive units of
production. To avoid this it may well be necessary
to place a ceiling on the size of holdings of any one
family, to modify relative prices of labour and machin¬
ery and to develop special machine technology for
small-scale agriculture.

Nutrition and income distribution

The spread of the new technology has increased
the supply of food grains available to consumers.
This increase in availability of food grains can have
significant nutritional consequences, especially con¬
cerning the supply of calories. This is important as
it now seems to be well established that protein will
be used for energy purposes (rather than "body
building") unless calorie requirements are first satis¬
fied. Food grains are, of course, a major source of
both calorie and protein supplies (albeit low quality
protein) in the diets of most people in developing
countries.

The distribution of income within countries is of

major importance in determining the demand for
food and the pattern of distribution of calorie and
protein intake. Where the "poor" represent a large
part of a population in a low income country but
income distribution is highly skewed, then average
per capita levels of calorie and protein intake can be
grossly misleading when used as an indication of
national levels of nutrition.

Even though the total supply of calories and
protein may be deemed adequate from a nutritional
point of view, the distribution of this supply may be
such that a large low income minority of the popula¬
tion have low levels of intake the nutritional

problem is, in effect, a problem of poverty within
countries. In this context it is not inconceivable

that, where there is a highly skewed distribution of
income (and where average per capita incomes are
low) the differences in calorie and protein intake by
income groups may be greater than the difference in
average" per capita intake between developed and
developing countries, e.g. the average per capita
difference in calorie intake between Canada and

Rrazil is estimated to be in the neighbourhood of
100 calories and 30 gms of protein. Rut the difference
between the intake of the 12 per cent who are the
higher income group in the urban areas in Rrazil and
the 26 per cent who are the lowest income groups in
the urban areas is 1,780 calories per capita and 70

gms of protein. (Continued on page 30)
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The Green Revolution has increased the supply of
food through raising yields, and supplies can be
increased even more by spreading the new technology
to other regions. However, increasing the supply
in itself will not rectify the problems of malnutrition
and protein shortage. An increase in available
supplies is a necessary condition for improving
protein intake, but there also has to be a demand for
this intake. This demand will only be effective when
consumers have incomes enough to purchase ade¬
quate diets. A necessary and sufficient condition for
increasing protein intake then is that there should be
adequate supplies of protein and that all consumers
should have incomes large enough to enable them to
acquire a diet which satisfies their tastes and, at the
same lime, provides them with the required amount
of calories and proteins.

In the judgment of this writer, poverty will not
be alleviated in the near future in low income coun¬

tries. There will continue to be very large numbers
of persons who will be in income groups that are so
low as to prevent them from purchasing adequate
diets. It is also the judgment of this writer that
wheat, rice and corn will continue to be the major
source of calories and protein for most the of low
income groups. Thus, any strategy for reducing
protein deficiency would seem to have to take into
account the fact that a large proportion possibly
as many as 20 per cent of the population in low
income countries will be too poor to purchase adequate
diets and will continue to depend on cereals to provide
them with a very high proportion of their calories and
proteins.

One element of a strategy that takes these two
factors into account is to increase the protein content
of cereals. If this could be done, then it would help
offset some of the need for higher incomes to satisfy
protein requirements. The same income would pur¬
chase more protein; small-scale farmers who produce
their own subsistence may consume the same quantity
as before but this would contain more protein than
before. The assumption is that the protein content
can be increased without reducing yields or raising
costs of production per unit of output. A related
approach would be to increase the yields of products
that already contain a relatively high proportion of
protein. These are not conflicting approaches but
are complementary. The execution of any such
strategy, though, would call for a very substantial
increase in resources allocated for agricultural research
and research into all the factors linked to raising the
protein content and productivity of a variety of pro¬
ducts. In the view of this writer, this is one of the

most promising avenues for ameliorating the prob¬
lems of protein deficiency among the very large
numbers in low income groups in both urban and
rural areas. In brief, a new dimension has lo be

added to the new technology.

THE FUTURE

A CHALLENGE

The "Green Revolution" has been a remarkable

phenomenon; in the past four to five years, up to

live million individuals have adopted the new seed-
fertiliser technology the numbers may well be
higher. Great credit must be given to the govern¬
ments concerned (and lo aid donors) for helping to
create the conditions that made it possible to have
such wide-spread diffusion of this technology.

The spread of the new technology has helped
improve the population-food balance by increasing
the available calorie and protein supply in many
developing countries. However, current levels of
supplies of calories and protein are still inadequate in
many countries and populations are increasing in¬
exorably. During 1966-69, the "Green Revolution"
is estimated to have provided enough added protein
to supply 60 gms of protein a day for 30 million people
on the Indian subcontinent. This appears to be more
than adequate to supply the protein requirements of
the increase in population during this period. Whe¬
ther the total available protein was adequate to
satisfy the needs of round 650 million people is a
moot question. What is relevant, though, is that
the Green Revolution eased the population-food
balance; what is relevant, too, is that the population
of the subcontinent is expected to increase by some
100 millions in the next decade. This points to the
obvious importance of sustaining the Green Revolu¬
tion and upgrading the nutritional content of its end
products.

the data on the rate of increase in acreage under
new varieties and the rate of increase in fertiliser

consumption tend to indicate that the phase of very
rapid expansion may be over. Sustaining an increase
in output will require greater efforts than in the past.
These efforts include those related to investment in

irrigation, research (including raising the protein con¬
tent of cereals and developing a technology for non-
irrigated areas) and in storage and allied facilities. In
brief, governments will have to continue to give
agricultural production priority in their plans.

The "Green Revolution" has led to new problems.
The solution of some of these problems requires that
greater attention be given to the use of the market
mechanism for resource allocation. In addition,

where developing countries are able to enter the
export market at competitive prices, this may place
an onus on developed countries to reconsider some
of their protectionist policies (and policies of subsidis¬
ing exports). The spread of the Green Revolution has
also given added emphasis to the need for reconsider¬
ing fiscal policies and land reform as instruments for
redistributing incomes in agriculture and the role of
mechanisation in displacing rural labour. It would
be a tragedy if the great technological advances
embodied in the Green Revolution were to acerbate

social, economic and political tensions arising from
an increase in the relative poverty of large numbers
in agriculture especially those outside the irrigated
areas.

The challenge to all policy makers, then, is to
ensure that the Green Revolution continues, that it

should not be seen solely as a means of increasing
output but also as a force for development in its
widest sense. This includes the widest possible par¬
ticipation in the development process and the widest
possible participation in sharing the benefits of that
process.
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FRENCH EDUCATION II:

the unfinished business

What remains to be done to complete the démocratisation and modernisation of the objectives, content
and structure of the French educational system is considered under the heading of " The Unfinished

Business" in a report prepared by a panel of OECD experts (1). Their findings have since provided
the basis for a confrontation meeting with a French delegation, which included M. Olivier Guichard,
Minister of National Education, and M. Pierre Billecocq, Secretary of State for Education, to discuss the

nature and extent of the problems involved and what can be done for their solution.
The findings of the expert team, and the questions and recommendations to which they give rise, are
summarised in the following article, concluding the analysis of the French educational system summarised
in an earlier article (2). While these findings apply specifically to the French educational system, many
of the problems dealt with arise in a relatively acute form in other OECD Member countries.

(1) " Reviews of National Policies for Education : France", OECD 1971. The examiners were :
Charles Frankel (US) - Chairman. Former Under-Secretary of State for Cultural Affairs; Professor of Philosophy of Columbia University.
Richard Hoggart (UK) - then Director for Contemporary Cultural Studies, Department of English, Birmingham University.
Torsten Husen (Sweden) - Professor in Educational Sciences, Department of Education and Psychological Research, Stockholm University.
Henri Janne (Belgium) - Former Minister for Education and Culture; President of the Scientific College of the Institute of Sociology, Free University
of Brussels.

(2) See OECD OBSERVER, No. 51, April 1971.

The problems faced by France in the sphere of
education, while they are severe, are capable
of being reduced or resolved provided they are
treated with the necessary energy and commit¬

ment, and the requisite material resources are provided.
To the Government's efforts in this direction must be added

the necessity to inform public opinion, and for a thorough
re-examination by the teaching and professorial corps of
their professional methods and goals and their social
responsibilities.

Against the background of their analysis, the OECD
experts who have examined the French educational
system indicate the major lines of reform along which,
in their view, French education ought to proceed (see lists

on page 35). Bearing in mind the need for démocratisa¬
tion and modernisation, needed changes can be usefully

considered under the following main topics:
Objectives of the system of education
Educational structures

Planning of educational development and innovation
Problems of financing

Policy for international co-operation

Objectives of the System of
Education

The French system of education aimed in the past to
guarantee equality to individuals through an emphasis on
uniform standards, centralised administration, and national

examinations. In practice, however, the different social
classes have by no means yet achieved equality of
opportunity, as is evident from the following examples :

At the end of the elementary cycle, the chances of
completing the course at the average age or under are 76
per cent for children of the richer classes, and only 36 per
cent for workmen's children;

Of those who leave school after completing the

elementary cycle, 52 per cent come from working-class
backgrounds and only 0.5 per cent from the management
classes; yet workmen's children represent 39.6 per cent
of the total school population, and children from managerial
backgrounds 4.7 per cent;

In 1959, 3.4 per cent of university students were
working-class children ; in 1 967 they represented 10.1 per
cent. These figures suggest a rapid trend towards
démocratisation, but although the growth coefficient is

distinctly in favour of the working-class milieu, over a
period of more than eight years, for every 42 working-class
children attending the university, there were an additional
557 from professional backgrounds;

Most students attending the "Grandes Ecoles" which
provide France with some of its most influential leaders,
come from well-to-do families : in 1961-62 the student

population at the " Polytechnique " and " Centrale "
included only 2 per cent of workmen's children.

This is the long-range outcome of a selection system
which starts at the primary level, and of arrangements for
the transition from primary to secondary education which
require the student, at a comparatively early age, to make
a more or less final decision about his educational future.

The French system of education has been distinguished
for its conception of " culture générale " and for a well-
educated minority. There is now a pressing need to
redefine this conception, not only to give a larger place to
knowledge of science and technology as important
components of contemporary " culture générale ", but also
to promote the practical development of the human
resources required by the industrialisation of the French
economy. This goes beyond the present plan to introduce
compulsory technology subjects in the last two years of
the first cycle of secondary education ; even if it is desirable
that this major reform should be made as soon as possible in
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Students check their own results at a technological institute near Paris.

order to counteract the elitist and segregationist vestiges

of the previously existing system. Otherwise the new
system may be "unitary" and "comprehensive" only in
a formal sense.

EDUCATIONAL

STRUCTURE

Nine Years of Compulsory
Schooling

Discontinuities in the educational structure, and the

resulting rigidity of compartmentalisation of the different
levels and branches of the educational system, create

difficulties that particularly affect the chances of children
from the disadvantaged classes, that militate against the
modernisation of programmes and do not allow for

adequate facilities for pupils to change programmes
throughout their school courses.

» More specifically, there is a need to ensure closer

integration of the " école maternelle " with the first grades
of primary education, and for dilution of the boundaries
between primary and the lower cycle of secondary
education. At the next level there is a need to redefine

the relationship between the upper secondary school and
the institutions of higher education, involving a re-appraisal
of the role of the baccalauréat and its possible substitution

by other forms of examination. Finally, closer links are
called for between teaching institutions and research
institutions ; and institutions with a professional educational

purpose and those concerned with general education.
The significance of greater efforts to use the schools

for purposes of observation, diagnosis and counselling is
generally accepted, as is indicated by the introduction of
the cycle of observation and guidance in the first cycle of
secondary education. The question is whether this cycle
is not too restricted and whether it can be systematically

extended, including provision for the early detection of
children's handicaps, both physical and socio-cultural, as
well as for increasing the facility of pupils to transfer from

one programme to another in the light of their observed
interests and abilities.

Once mass secondary education exists, an individualised

approach throughout the system of educational guidance
and instruction is a necessary condition for a school
establishment open to all and serving the needs of the
individual and society. Basic teacher training as well as
in-service training will have to be reformed to this end.

Older conceptions of grading and classifying students by
a single set of rigid and narrow principles have to be

replaced by notions of grading and classifying aimed at
finding and encouraging the potentialities of each child.

An important beginning is the attempt to have the
" College d'enseignement secondaire " as the only type of

establishment in the first cycle. Since students following
different programmes are under the same roof, a change of
track will have less dramatic implications than was recently
the case. But it would seem desirable to " de-hierarchise "

the types of programmes or tracks available in the new
establishment as in the whole system.

These are aspects of a basic desideratum: the creation

of a better integrated system covering the nine years of
compulsory schooling.

Higher Education
Higher education appears to be the most exciting and

challenging area of all in French education. Problems
of démocratisation and modernisation have, especially
during the last two years, given rise to a set of bold and
extensive changes. These twin forces mean on the one

hand pressure for access to higher education, mainly from
social groups which have previously had little such access;
and on the other increasing demands of the economy at

all points for more highly-trained and more diversely-
trained people.

To meet this double challenge, French higher education
has expanded markedly, and this, in the opinion of the
OECD experts, with no detectable decline in standards.

Pressure of numbers led to the first set of difficulties.

In the case of the Faculties this was eased to some extent

by the high rate of failure an average of 45 per cent at
the end of the first year. In the case of the " Grandes

Ecoles ", places of highly competitive access, there is on
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1. PROPORTION OF REPEATS

IN STATE SECONDARY SCHOOLS

(LYCÉE AND CEG)

1960-61 1963-64 1966-67

Lycées
Sixth 12.0 12.2 15.3

Classic sections

Fifth 8.3 9.5 10.7

Fourth 7.5 9.3

Third 6.4

Second 7.2 9.1 11.5

First 10.9

Modern sections

Fifth 11.7 13.6 16.5

Fourth 9.9 11.0

Third 10.5

Second 10.1 13.4 16.1

First 17.6

Technical sections

Industrial 2nd 7.6 8.8

Economic and social 2nd 11.0 15.3

Terminal classes

Elementary mathematics 13.8 22.1 31.6

Experimental science 9.2 22.1 30.9

Philosophy 8.1 17.5 74.9

Mathematical and techn. 13.2 25.9

Technical and economics 8.3 19.3

Other technical terminal

classes 4.0 6.1

CEG

Sixth 10.0 9.8 14.2

(CES) 12.8
Fifth 9.1 9.3 12.2

(CES) 11.3
Fourth 9.0 10.2

Third 6.5 8.1

Special 3rd 9.6 11.2

Source Informations Statistiques Ministry of Education, No. 45,
77, 107.

the contrary a low drop-out rate and a low final failure
rate. There is a lack of opportunity for mobility between
the different sectors.

The 1968 "Loi d'orientation" for higher education

providing for the establishment of autonomous, corporate,
multi-disciplinary universities, was a bold move to set
higher education in France on a new track. Despite
doubts and difficulties, it offers a new diversification of

education, the improvement of educationel opportunity
and the provision of a broader type of education. The
first cycle in higher education allows students more
effectively to find their proper direction, thuis permitting
more freedom of movement at the second cycle.

What is needed is a greater stress on active teaching
methods and processes (particularly of the small-group
type), greater freedom of financing, more decentralisation
from Paris and the Ministry of Education, and more intensive
fundamental educational research of all types. The

" Grandes Ecoles " will need to be tied into the whole

system of higher education more organically than they
are at present and the courses provided by them and the
Faculties need to be co-ordinated in a flexible, versatile

system of higher education.

The pressure of démocratisation and of modernisation

today, in the full noon of the second Industrial Revolution,

and of urban working-class and rural working-class
demands tomorrow, ensures that there will be no release

from the necessity of spending more on higher education.

Planning of Educational
Development and

Innovation

Hitherto, detailed five-year forecasts of resource require¬
ments have been made only in respect to building and
equipment. The planning of the educative function,
however, necessitates long-term projections incorporating
medium or short-term plans for the mobilisation of the
resources to be allocated to the educational system. The

coherent, harmonious development of education entails
some planning of all the resources involved : intellectual
(curricula, teaching methods) ; human (teachers, adminis¬
trators) ; and material (buildings and other equipment,
finance).

Closer co-ordination is required in the development of
" integrated facilities " for both scholastic work and post-
school continuing education or cultural activities. The
school must, in fact, be brought into closer touch with its
environment.

If the educational system is to improve in functioning
and adaptability, it will be under an increasing obligation

2. SUCCESS RATIOS FOR VARIOUS

EXAMINATIONS AND CERTIFICATES

(in percentages)

1957- 1960- 1963- 1966-
General education

58 61 64 67

Primary school certificate 81.7 81.1 80.3 79.1

First cycle certificate 62.2 75.9 74.0 73.3

Baccalauréat, first part 58.9 58.9 59.9

Baccalauréat, second part 66.5 60.5 62.7 59.6

Technical 1955- 1959- 1962- 1965-

education 56 60 63 66

Trade proficiency certificate 57.7 60.2 55.5 53.1

Trade certificate 34.6 30.9 44.6 43.6

Industrial certificate final

examination 67.1 75.4 66.5 53.5

Commercial certificate : second

degree 62.6 89.3 73.6 73.3

Higher commercial certificate
(part 2) 43.7 69.4 70.8 75.1

Social education certificate

(part 2) 68.4 87.7 81.0 59.4

Technician's certificate 44.7 48.3 57.4 42.5

Higher technician's certificate 54.0 54.8

Source : informations Statistiques - Ministry of Education.
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3. DISTRIBUTION OF STUDENTS FROM THE VARIOUS SOCIAL

STATUS CATEGORIES BY BRANCH OF STUDY

(in percentages)
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1959-1966

Farmers 15.0 43.9 25.2 13.3 2.6 100.0 10.6 29.2 46.9 6.5 6.8 100.0 13.3 38.2 33.7 10.6 4.2 100.0

Heads of firms, traders,

self-employed craftsmen 19.1 39.1 18.6 19.3 3.9 100.0 12.7 26.6 40.9 10.8 9.0 100.0 16.5 34.1 27.6 15.9 5.9 100.0
Professions and senior

executives 16.9 31.5 16.1 31.5 4.0 100.0 10.4 25.0 38.2 18.0 8.4 100.0 14.3 28.8 25.3 25.8 5.8 100.0
Junior executives 17.8 42.9 21.5 15.6 2.2 100.0 11.8 31.4 44.7 6.9 5.2 100.0 15.4 33.2 31.0 12.0 3.4 100.0
Clerical, hotel and domes

tic staff 14.0 50.6 22.1 12.2 1.1 100.0 9.8 33.7 48.7 4.8 3.0 100.0 12.4 44.1 32.3 9.4 1.8 100.0

Agricultural wage-earners 19.6 42.6 28.4 8.2 1.2 100.0 8.6 31.9 46.6 8.1 4.8 100.0 15.7 33.8 34.8 8.2 2.5 100.0
Manual workers 12.1 54.4 22.7 9.8 1.0 100.0 9.2 32.9 48.5 6.2 3.2 100.0 11.0 46.4 32.3 8.5 1.8 100.0
Others 27.7 39.3 22.2 9.4 1.4 100.0 17.1 28.0 45.0 6.8 3,1 100.0 23.7 35.0 30.9 8.4 2.0 100.0

Total 18.3 39.8 19.8 19.3 2.8 100.0 11.8 28.3 42.7 10.8 6.4 100.0 15.8 35.2 29.0 15.8 4.2 100.0

1966-1967

Farmers 22.8 42.3 24.5 8.2 2.2 100.0 13.0 30.3 48.1 4.2 4.4 100.0 18.3 36.8 35.4 6.3 3.2 100.0

Heads of firms, traders.

self-employed craftsmen 27.3 35.0 18.1 16.3 3.3 100.0 16.1 20.9 49.1 8.0 5.9 100.0 22.2 28.5 32.4 12.4 4.5 100.0

Professions and senior

executives 26.5 33.5 15.2 21.0 3.8 100.0 14.8 20.5 45.8 11.9 7.0 100.0 21.1 27.5 29.3 16.8 5.3 100.0

Junior executives 23.0 39.3 22.1 13.6 2.0 100.0 12.1 23.8 53.3 6.9 3.9 100.0 18.1 I 32.2 36.4 10.5 2.8 100.0

Clerical, hotel and domes

tic staff 27.9 35.4 22.1 13.0 1.6 100.0 16.6 22.4 50.7 7.0 3.3 100.0 23.0 29.9 34.3 10.5 2.3 100.0

Agricultural wage-earners 16.9 49.4 28.7 4.7 0.3 100.0 10.5 31.4 53.4 3.3 1.4 100.0 14.2 41.6 39.3 4.1 0.8 100.0

Manual workers 18.5 45.7 27.9 | 7.2 0.7 100.0 11.5 28.2 55.5 3.2 1.6 100.0 15.6 1 38.3 39.5 5.5 1.1 100.0

Others 31.9 29.1 21.3 15.3 2.4 100.0 17.5 17.6 53.6 7.5 3.8 100.0 25.5 1 24.0 | 35.7 11.8 3.0 100.0

Total 25.9 36.0 20.2 15.3 2.6 100.0 14.7 22.2 50.1 8.1 4.9 100.0 20.8 29.8 33.7 12.1 3.6 100.0

Source : Ministry of Education : Informations Statistiques, N° 32-33 and 108.

to construct a coherent system of research and development
activities, and to allow for initiative in pedagogical
experimentation if it is to make genuine changes possible
in the school itself. If the schools are to be imbued with

innovation, and new techniques and methods are to be
tested and applied, the various " agents of innovation "

teachers, teaching advisers, trainers of trainers and
principals of schools must receive amended initial and

continuing training. In particular, arrangements for train¬
ing, recruitment and utilisation of teachers at all levels
should be modified to ensure that the educational reforms

are actually applied.

Finally, some order of priority should be fixed for the
allocation of resources for both current expenditure and
expenditure on capital equipment.

Financing Problems
Better management entails strict programming of the

various educational activities (streamlined by long-term
planning) and some assessment of the return they give.

The complexity of education is such that effective mana¬

gement cannot be restricted to the quantitative aspects
alone; for example, no artificial separation is justified
between standardisation of school buildings, actual use
made of teachers, and differentiated teaching techniques
and methods. The action taken by the various depart¬
ments in this field needs to be consistent and co-ordinated.

Really efficient programming depends on financial
arrangements covering several years; and no interference,
over an agreed period of time, with the policy applied
at a given educational level, to allow a proper assessment
of the results obtained.

Ways of putting an end to grade-repeating and dropping-
out within a given time, through the systematic mobilisation
of adequate intellectual, human and material resources,
might be the subject of an effective programming exercise
dealing with the problems of unduly high human and
financial costs.

Pupils remaining in the educational system after the

period of compulsory schooling, and the various employers
who may later taken them on, may show some benefit
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from the extra training they thereby attain. But one
development in the last quarter-century has been the
prompter transfer of the burden of educational expenditure
from individuals and various financing bodies (public or

private) to the General Budget. If new resources can be
tapped and more efficiently used, this seems to point to
an opposite trend to that now prevailing. The OECD

experts suggest in their report that:
the expected administrative changes on the local

(communal or regional) plane might provide an opportunity
for greater déconcentration or even some decentralisation
of responsibility for education;

the current revision of the aims and coverage of the

industrial training levy might enable enterprises employing
skilled labour to cover a fairer share of the cost of training ;

in return for genuinely free education during the
compulsory training period, a larger contribution might be
made by the children's families towards the real cost of
certain educational facilities, having regard to each
family's capacity to pay, while arranging for a highly
individualised system of financial assistance to students;

the financing of continuing education, as a cure for

obsolescent knowledge, might provide an opportunity for
pooling contributions from various sources, to symbolise
the solidarity of the various parts of the social fabric in
promoting a new form of education.

Co-operative
Educational Policy

Although every system of education in Europe has its
own peculiarities, the OECD experts point out, many of
the problems dealt with for France must arise in other
Member countries.

Furthermore, the integration of Europe suggests a

mounting flow of exchanges of manpower between the
countries concerned. Convergent problems seem to call

for convergent solutions The establishment of joint
centres for the collection of data, the analysis of problems,

and the formulation of possible solutions, would stimulate
and perhaps accelerate the adaptation efforts being made
by the various European countries; isolation on their part
in any aspect of educational planning and research might
lead to duplication and delay.

DEMOCRATISATION AND

MODERNISATION OF FRENCH EDUCATION
'I

The further démocratisation of French

education requires :
the expansion of the facilities available

for pre-school education;
the diversification and individualisation

of courses of study at all levels;
the further development of the compre¬

hensive school;

the postponement, as far as possible, of
final choices by students of their educa¬
tional and post-educational careers;

the further development of troncs com¬
muns, providing common education to all,
and permitting easier transfer from one
type of education to another;

the earlier introduction of technological
subjects into troncs communs;

the extension of the psychology and
practice of observation and guidance from
the bottom to the top of the school
pyramid, and the reform of the examination
system to accentuate its diagnostic and
counselling functions rather than its com¬
petitive features;

the re-examination of the baccalauréat,

with a view to determining whether these
examinations serve their alleged functions,
and whether it is desirable to have a

system which serves the double function
of attesting to past performance and
granting admission to further study;

the extension and deepening of perma¬
nent education, which presupposes a
change in educational methods and goals
from the earliest period, so that individuals
are motivated to look upon their education
as a continuing source of support and
self-renewal;

the decentralisation of education, per¬
mitting better communication between the
schools and local communities and greater
responsiveness to local needs;

the advance towards the goals of higher
educational diversification, university auto¬
nomy, and pluri-disciplinarity, which should
permit educational institutions to develop
their distinctive personalities, and offer
greater choices to students;

the development of new means of
financial support of universities, such as
greater support from regional and private
sources, to create the material base for

greater autonomy and diversity and to
permit closer ties between higher education
and surrounding communities; a reduction
in the number of national diplomas and

greater flexibility in compulsory subjects
(particularly in line with recruitment in the
civil service) would be desirable, so that
each establishment accepts the responsibi¬
lity for the training it provides.

The further modernisation of French educa¬

tion requires :

greatly expanded emphasis on educa¬
tional research, development and training,
to improve the capacity of the school
system to find and encourage the talents
of more individuals;

research and development, leading to
greater capital investment in new educa¬
tional technology, permitting better division
of labour in schools, the optimum use of
the available skills in the teaching corps,
and in general, more individualised and
flexible programmes of study, and the
reduction of the costly rate of drop-out
and failure;

new emphasis on teachers' professional
training and retraining;

the introduction of greater continuity in
educational philosophy and style between
the different levels and types of education
in order to reduce difficulties in transferring
from one level or type to another;

the raising in prestige of scientific and
technical studies;

the expansion of these educational
facilities, past the years of obligatory
education, which offer training to prospec¬
tive middle-level technicians and specialists;

the creation of closer ties between

different segments of the educational

system, for example, the Grandes Ecoles
and the Universities, within a diversified

higher educational structure;
in planning, greater attention to the

marshalling and deployment of resources,
both material and human, necessary for
the actual achievement of the qualitative
and the quantitative aspects of a plan;

improvement of statistical studies, parti¬
cularly of flow statistics and manpower
needs, to improve the capacity to redesign
curricula and courses of study with regard
to finances:

a triple strategy with regard to finances:
(a) cutting down wastage, including, at
one level, reducing the losses entailed by
high drop-out rates and unnecessarily
prolonged periods of education for degrees
due to failure (and grade-repeating) and,
at another level, reorganising school and
University calendars and management of
facilities to permit fuller use of existing
buildings and teaching resources;
(b) emphasis in the spending of funds on
aid to the less advantaged students, schools

and regions;
(c) a general willingness to expand the
amount of the national product devoted to
education, and in particular the resources
made available by regions, local communi¬
ties and extra-governmental bodies;

a shift in educational philosophy:
(d) which recognises that schools from
now on should avoid streaming of the top
pupils and try to discover and develop
individual aptitudes;
(e) which treats the formal schooling of
the young as the preparation of individuals
for a continuing process of education and
re-education, and

(f) which emphasises the role of ideas and
knowledge not as elements in a passive
culture, displayed in conversation and
verbal achievement, as was sometimes the

case in traditional education but as instru¬

ments by which individuals can, in a
disciplined fashion, exercise control over
their environments and themselves.
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AIMING AT CHEAP, RELIABLE AND
ADEQUATE ENERGY SUPPLIES

The Energy Policy of Switzerland

Switzerland is a country where the energy indus¬
try has the greatest freedom to import and sell
any source of energy: coal, petroleumproducts,
gas or electricity. The result is very brisk com¬
petition, both between various industries in the
energy sector and within each of them. Prices
are therefore comparatively low.

Swiss energy policy keeps three objectives in
view : the cheapest possible energy supplies;
reliable and adequate supplies; protection of
water, air and the landscape.

The following article is based on one of a
series of confrontation reports prepared by the
OECD Energy Committee on the energypolicies
ofOECD Member countries.

The Grimsel Pass dam, Bernese Oberland. Until recent years, almost
all electricity was produced in hydroelectric stations.

reedom for trade and industry is guaranteed
by the Federal Constitution of Switzerland;

and this guarantee applies equally to the energy
sector. Although the Swiss Government has very
little power to intervene directly, this does not prevent
it from pursuing an energy policy. The three object¬
ives which are aimed at in this regard - - cheap
energy, reliable supplies, environmental and landscape
protection are clearly to some extent contradictory.
The best possible solution has therefore to be found
which takes account of the three objectives as far as
possible.

The first cheap energy is pursued by allowing
free competition.

The second reliable supplies calls for a number
of related measures. Since the beginning of I he.
century Federal legislation has been directed at
promoting the exploitation of domestic water power
and the construction of electric supply lines to
distribute current to the most remote villages and even
farms; currently a financial support to the exploration
of petroleum and natural gas is under consideration.
Prospecting for uranium is already receiving aid from
the central authorities. Another method of ensuring
the country's energy supplies is the compulsory
constitution of stocks of imported fuel. Finally, the
objective is being pursued by diversifying as far as
possible the kinds of energy used, their sources of
supply, and the routes for transporting them. In this
context, the Government is encouraging the introduc-
lion of two new sources : natural gas and nuclear
energy.

The necessary legal provisions already largely exist
to deal with cleanliness of water and air and the

protection of natural beauty; and the setting up of
a Federal office for the protection of the population
against all harmful influences in the environment is
in preparation.

The Sources of Energy

One-quarter of the total area of Switzerland
consists of rock, glaciers and lakes; the substratum
is poor and contains no mineral or hydrocarbon
deposits worth exploiting. The only natural source
of wealth is water power, which until a few years ago
was sufficient to supply the country's needs for
electrical energy. With the completion of the hydro¬
electric power stations now being built, all the
country's water power that is economically exploitable
will have been harnessed.

The only remaining natural source of energy is
wood fuel, use of which has steadily declined over
the last thirty years and is currently supplying only
a very minor share of the energy consumed.
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A. PROPORTIONS OF FUEL USES

(relative to total energy consumption, in percentages)
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(1) 1 kWh 860 kcalj.e. heat produced by 1 kWh of electric power.

The future increase of energy requirements, there¬
fore, can only be met by imports of energy, chiefly
in the form of liquid, gaseous and nuclear fuels, with
a rapidly diminishing amount of coal.

Graph A shows the percentage employment of
the various types of fuel as it evolved between 193<S
and 1969.

The figures show that since the end of the war the
proportion of petroleum products consumed has
increased very rapidly : from 1961 onwards they ac¬
count for more than one half of the total energy
requirements, the proportion of coal falling steadily.
Today petroleum products and coal together provide
more than four-fifths of the energy consumed, the
last fifth being produced by the native sources of
energy electricity and wood.

Since 1950 total energy consumption has been
increasing, by 6.4 per cent per annum on the average.
The increase has thus been greater than that of the
gross national product, which has only risen by
4.4 per cent annually on the average.

Petroleum

Subject to the statutory constitution of certain
stocks for which a small charge is made on imported
petroleum importation of and trade in crude
petroleum products are free and entirely within the
private sector of the economy. The State has no
influence on the fixing of selling prices for petroleum
products, and makes no contribution to investment
expenditure.

All the fiscal charges (per 100 kg) taken together
(customs duties, compulsory stocks levy, turnover
tax) amount to :

1.57 Swiss francs (US $0.36) for oil fuel;
52.15 Swiss francs (US $ 12.10) for diesel fuel;
55.41 Swiss francs (US $ 12.80) for petrol.
The rates for motor fuels are higher, but their

revenue is mostly used to finance road construction.
During the 1960's the first two oil refineries were

built, each with a refining capacity of from 2.5 to
3 million tons of crude petroleum annually. In 1969
they met an overall percentage of 41 per cent of
petroleum product requirements. The capacity of
these refineries is slightly increased from year lo
year, and projects have been in existence for several
years to construct new refineries if required.

Oil refineries are regarded as industrial establish¬
ments which may be built by anyone provided they
meet safeguards for personnel and the surroundings.

Oil pipelines cross the frontier, and may be added
to : from Italy (Genoa) to Collombey (Valais); and
a branch to Cressier (Neuchatel) of the South Euro¬
pean pipelines linking Marseilles with Strasbourg and
Karlsruhe. The capacity of these two pipelines
corresponds with that of the refineries which they
serve. A third, linking Genoa with Ingolstadt in
Bavaria, does not for the time being supply any
installation in Switzerland but may eventually be
linked to a new refinery to be erected. A further
project is licensed for a product line from Marseilles
and Lyons to the Geneva area.

A law is already in existence on the construction
and operation of installations for the transport of
liquid or gaseous fuels by pipeline. It covers the
granting of concessions, regarding such aspects as
safety, town-planning, natural beauty, expropria¬
tions required for the acquirement of rights-of-way,
third party liability, the economic independence of the
country and the requirement that the holder of a
concession shall not be unilaterally controlled bv

foreign interests.

Coal

Since 1961 the demand for coal, previously standing
at between 2.5 and 3 million tons annually, has fallen
considerably, reaching only 1 million tons in 1969.
The main reasons for this are the prices, which are
no longer competitive with those of fuel oil, but also
the lack of manpower to operate coal-fired furnaces.

Gas

The main interest in Swiss policy regarding this
type of energy lies in the substitution of manufac¬
tured gas by natural gas, making use of the existing
long distance transport system. Distillation of coal,
once the sole source of gas production, is being
increasingly abandoned, mostly in favour of cracking
petroleum products. Production units on the Swiss-
German part of the Plateau are now confined to two,
at Basle and Zurich respectively. These centres
serve other towns by means of a network of pipelines
several hundred kilometres in length.

These pipelines form the prelude to the supply of
natural gas from the Netherlands through the Federal
Republic of Germany and France, and also to its
provision from Bavaria. Switzerland's gas undertak¬
ings nearly all belong to the local communities.
The establishment of a holding company which would
group all these undertakings is being studied; its prin¬
cipal role would be to purchase natural gas abroad for
Switzerland as a whole and to set up underground
storage places. To increase the security of the
country's supplies, an attempt will be made to spread
natural gas imports among various sources.

All efforts to discover petroleum or natural gas
deposits in Switzerland which could be exploited
economically have so far failed, but a survey of the
geological structure of the area bordering the Alps is
under study; there are indications that some of the
strata in this area might contain petroleum or
natural gas.

The consumption of town gas is of the order of
100 million cubic metres annually and is at present
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The nuclear power station of Beznau-Dottingen will he completed by the Spring of 1972.

increasing by approximately 5 per cent each year.
It is hoped that the increase will be substantially
higher when natural gas is available. The share of
gas in the country's total energy consumption is at
present approximately 1.2 per cent.

Electricity

Until 1965, almost all electricity was produced in
hydroelectric stations, the few small thermal stations
(gas turbine and diesel installations) only accounting
for up to 2 per cent of the country's total production
of electricity. This situation has been modified in
recent years, largely owing to the advent of nuclear
power.

The hydro stations in operation or under construc¬
tion have a maximum capacity of 10,000 MW, and
the total storage capacity of reservoirs in use or under
construction is of the order of 8,000 Gigawatt hours
(GWh). Under average conditions of rainfall gene¬
ration capacity amounts to 31,000 GWh per year.

The only important thermal station is oil fired
and has a capacity of 300 MWe. The plant is sup¬
plied by pipe-line from a nearby refinery and has been
built on a plateau 400 metres above the floor of the
valley; at that altitude the wind quickly disperses
waste gases from the station. It is likely that this
will remain the only large thermal station in Swit¬
zerland.

The first nuclear station, with a capacity of
350 MWe, was opened for purely commercial purposes
in 1969 and was provided with a pressurised water
reactor. A second installation of the same type
and size is being constructed alongside the first
and will come into operation in 1972. A third, with
a capacity of 300 MWe and scheduled to come into
operation this year, has a boiling water type reactor.
Approval has been given for the sites of two other
nuclear stations on the banks of the Rhine; and
the construction of four more is under consideration.

When the first three nuclear stations are in full

operation, with a total capacity of 1,000 MWe,
Switzerland will temporarily have the highest amount

of electrical energy generated from nuclear sources
per head of population of any country in the world.
These stations will meet one-quarter of the coun¬
try's requirements for electrical energy.

Construction of nuclear stations has aroused

opposition due to the fear of danger from radio¬
activity and from healing the rivers by the discharge
of cooling water. Public information campaigns
are being conducted and licensing conditions provide
for the limitation of heat released into a water course

by temporarily lowering the output of the station
or by building cooling towers. In order to take as
much advantage of the waste heat as possible, the
possibility of using it for industrial and domestic
purposes is now being studied.

Production and distribution of electrical energy
in Switzerland owe their relatively complicated struc¬
ture to the fact that electricity undertakings belong
in some cases to the local communities and to the

cantons and in others to private societies. The
local communities often earn considerable revenue

from electricity supplies, and these are not usually
subject to direct taxation.

Energy exchanges across the frontier are very
active, linking the Swiss with German, French and
Italian grids. In summer, when water power is
plentiful, the amount of power exported may be
one-half or more of domestic consumption; and
Switzerland is in fact the largest exporter of electrical
energy among Western European countries, not only
per head of population but also in absolute terms,
despite the small size of the country. Such exports
are subject to authorisation, to prevent the export
of low-priced hydro-electric power which it is easy
to sell to Swiss consumers, but in practice the system
of export authorisations does not hamper trade as it
is applied very liberally. The import of electrical
energy is free and exempt from any duty.

In conclusion, liberal legislation applying to the
energy industry and the efforts to harmonise the
economic policy of the industry with governmental
policy have largely helped to promote adequate
transformations in the structure of the Swiss energy
economy.
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STATEMENT BY
THE OECD

MINISTERIAL COUNCIL

(continued from page 4)

aim should be explored. To this end they decided to set
up within the Organisation a small high-level group whose
members would be chosen by reason of their wide
competence and experience from among high officials or
other personalities designated by Governments. This
group will analyse the trade and related problems which
arise in a longer-term perspective, i.e. it will define the
problems and assess their relative urgency, consider how
these problems might be dealt with, and set out options
for their solution. Ministers stressed that this study

should take account of the work being undertaken in the
GATT by virtue of its responsibilities and prerogatives
under the General Agreement.

Development Co-operation

Ministers expressed the determination of their Govern¬
ments to pursue policies which combine domestic econo¬
mic and social objectives with the objectives of develop¬
ment co-operation. The OECD work on a coherent
approach to development co-operation will contribute to
strengthening the efforts of Member countries to attain
the goals and objectives of the International Development
Strategy for the Second Development Decade.

Ministers noted that provisional figures of net financial
flows from members of the Development Assistance

Committee (DAC) to developing countries in 1970
showed some increase over the preceding year, owing to
the growth of export credits and private investment;
expressed as a percentage of GNP, however, these flows
remained in 1 970 about the same as in 1 969. Within the

total, official development assistance hardly changed
between 1969 and 1970 in absolute value, and, as a

percentage of GNP, continued to decline. The trend
varied from country to country and the figures of several
DAC members showed substantial progress. Ministers

agreed that Member countries would pursue their efforts
to increase the volume of financial resources transferred

to developing countries, in particular official development
assistance, and to provide such assistance on terms
adjusted to the development requirements and the repay¬
ment capacity of recipient countries. Ministers empha¬
sised that aid policies should be aimed at both an increase
in volume and an improvement in the quality of assistance.

Among the means of improving the quality of aid,
Ministers considered the state of discussion within the

DAC on untying. They noted that substantial progress
had been made in drawing up a draft agreement on aid
untying to be proposed to Governments who would be
invited to indicate whether they wish to participate.
There is unanimous agreement in principle on the untying
of multilateral contributions as well as a wide area of

agreement for the untying of bilateral loans. Ministers
agreed that work on aid untying should be actively
pursued in the DAC and expressed the hope that co¬
ordinated action with respect to untying could be taken
at an early date.

Ministers noted the progress made towards the intro¬
duction in the near future of the generalised system of
tariff preferences in favour of developing countries and
discussed questions of trade and development of special
concern to developing Member countries in the light of
the OECD Convention.

Ministers urged that every effort be made to ensure
that the generalised system of tariff preferences is brought
into effect as soon as possible in 1971. They agreed
that the Organisation should pursue its work with the
view to enabling the developing countries to draw full
advantage from the preference system.

Moreover, Ministers instructed the Organisation to
examine other means which might help to improve export

Norwegian Minister of Wages and Prices Olav Gjaerevoll and
Swedish Minister for Industry Krister Wickman.

Netherlands Minister of Economic Affairs R.J. Ne/issen and Secretary -

General, Ministry of Economic Affairs, G. Brouwers.



Ambassador Roger Ockrent, head of the permanent delegation of Belgium to OECD and Minister of Foreign Trade Henri Fayat

earnings by the developing countries, particularly for
goods which in general are not directly affected by the
introduction of the preference system.

Economic Policy Co-operation

Recognising the ever-closer economic relationships
between Member countries. Ministers resolved to use the

OECD to concert more closely their short - and medium -

term economic policies so as to ensure that the policies
of each country shall be more compatible with the interests
of all and with the responsibilities of OECD countries to
the developing countries as set forth in the OECD Conven¬
tion.

Ministers took note of the proposals put forward to this
end by the Secretary-General, agreed with the general
principles of these proposals, and requested the Council
to take the necessary action to implement these principles.

AUSTRALIA
new Member of OECD

(continued from page 3)

OECD, now far from its original OEEC geography, has
a special role to play among our nations and we are very
pleased that Australia will be part of our community.

Australian Deputy Prime Minister J. D. Anthony :

In signing the OECD Convention a little more than ten
years ago, twenty Member countries agreed to cooperate
in order to achieve the highest sustainable economic
growth and employment, a rising standard of living,
financial stability, expansion of world trade and to
contribute to sound economic development in developing
countries. Later Japan and Finland demonstrated their
willingness and ability to accept those commitments and
became Members Japan in 1964 and Finland in 1969.
The invitation we have extended to Australia affirms the

Council's view that Australia will fulfill the obligations of
membership and we are convinced that Australia's member¬
ship will strengthen and further the cooperative process
upon which OECD is based.

It gives me great pleasure, Mr Chairman, to be able to
respond to your remarks. 1 would like first to stress

that my Government considers the step it is taking today
to be of considerable significance. Australia regards the
OECD as one of the most important consultative bodies
in the world on economic and financial matters. Australia

is not, of course, a newcomer to international co-operation.
We participated along with the Member countries of this
Organisation in the foundation of the United Nations, the
Bretton Woods Agreements and the GATT. Indeed, we
consider it essential for the maintenance of conditions

conducive to a high rate of economic growth and expansion
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Sir Ronald Walker, Ambassador and head of the new Australian delegation to OECD, Deputy Prime Minister Anthony and Ù.H. McKay, Secretary,
Department of Trade and Industry.

of international trade that multilateral co-operation embo¬
died in the Convention of the OECD and the charters of

GATT and the International Monetary Fund should be
vigorously pursued.

Secondly, I take this opportunity to reaffirm the deter¬
mination of Australia to uphold the ideals which you have
referred to as embodied in the Convention of the OECD.

As you have noted, Members have expressed their deter¬
mination to promote policies conducive to the balanced
economic growth of their countries; to contribute to the
sound development of developing countries; and lo contri¬
bute to the expansion of world trade. These are ideals
which Australia strongly supports, and applies in both her
domestic and foreign policies.

Finally, Australia looks forward to participating in the
work of the OECD and the efforts of co-ordination made

in it to concert the policies of Member countries. At the
present time there is some confusion in the international
monetary situation, while projected changes in trade
patterns may well complicate the problem of maintaining
sound economic growth in Australia as well as in other
countries. The need for systematic consultation among
the governments of the great trading nations is particularly
evident at such a time.

As a substantial aid-giving country Australia has gained
an understanding of the problems of co-ordination of aid
policies through our present membership of the Develop¬
ment Assistance Committee. As a dynamic growing
country, with an economic strength already comparable
with that of many Members of OECD, we expect to
benefit from the opportunity which full membership of
OECD will offer for regular consultation on wider economic
matters, and at the same time to make a distinctive and
useful contribution to the work of the Organisation. The
strengthening and broadening of traditionally close ties
with Member countries, which joining OECD will afford,
will be a significant step in Australia's foreign relations.

I now have great pleasure. Mr. Chairman, in joining

with you, and the Secretary-General, in signing the formal
invitation document relating to Australia's membership of
the OECD.

OECD Secretary General Emile van Lennep :

^ should like first to extend on behalf of myself
and the entire OECD Secretariat a warm welcome

to Deputy Prime Minister Anthony and his delegation.
Australia is no stranger to either the aims or the methods

of work of our Organisation. We in the Secretariat have
already had the privilege of working closely with Australian
representatives in the Development Assistance Committee
and I am confident that Australia will contribute signifi¬
cantly to the broad range of OECD's activities in which
it will now take part.

In the concert of international organisations, the OECD
has a particular place. It is not a worldwide or regional
organisation. It is, rather, an organisation which brings
together the major industrial nations with market econo¬
mies North America, Western Europe and Japan for
international economic co-operation and consultation.
Australia has become one of the most important economic
units in the Pacific and in the world, and it is right that
she should take her place, today, as a link in this chain of
co-operative effort.

OECD has special opportunities, special problems and
special responsibilities. Effective economic co-operation
within the Organisation is needed not only for the benefit
of Member countries themselves but also of the world

economy as a whole. Australia's membership will streng¬
then the Organisation's capacity to meet its growing
responsibilities.
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ACTIVITIES OF OECD IN 1970. Report by the Secretary
General (June 1971)

100 pages	 £ 0.45 $ 7.50 F 6,00 Sw.fr. 5,50
DM 4.20

PRESENT POLICIES AGAINST INFLATION. Report
by the Working Party N° 4 of the Economic Policy Com¬
mittee
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72 pages	 £ 0.92 8 2.75 F 12,00 Sw.fr. 10,50
DM 8.40
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202 pages, bilingual	 £ 7.50 S 4.50 F 20,00
Sw.fr. 17,50 DM 13.60

PROBLEMS AND POLICIES RELATING TO SMALL

AND MEDIUM-SIZED BUSINESSES. Analytic Report
draw up by the Industry Committee (April 1971)

60 pages	 £ 0.55 S 1.50 F 7,00 Sw.fr. 6,00
DM 4.90

"PROBLEMS OF DEVELOPMENT" series :

ECONOMETRIC MODEL FOR RIVER BASIN PLAN¬

NING, by Max Berlin (May 1971)

96 pages 	 £ 7.05 S 3.00 F 14,00 Sw.fr. 12,50
DM 9.80

INTERNATIONAL STANDARDISATION OF FRUIT

AND VEGETABLES. APPLES AND PEARS (March
1971)

74 pages 	 £ 7.S5 S 5.25 F 24,00 Sw.fr. 21,00
DM 16.30

STATISTICS OF ENERGY, 1955-1 969 /STATISTI¬
QUES DE L'ENERGIE (March 1971)

568 pages, bilingual 	 £ 4.00 $ 11.75 F 53,00
Sw.fr. 42,40 DM 34.40

PROVISIONAL OIL STATISTICS BY QUARTERS.

4th Quarter 1970/STATISTIQUES PETROLIERES PRO
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Sw.fr. 4,00 DM 3.30
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Sw.fr. 12,50 DM 10.00

(May 1971)
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1 1.05 S 3.00 F 14,00

NUCLEAR LAW BULLETIN N" 7 (April 1971)

64 pages. Subscription (2 issues and supplements) ....
i'0.92 S 2.75 F 12,00 Sw.fr. 10,50 DM8.40

THE PHYSICS PROBLEMS OF REACTOR SHIELD¬

ING. Report of a joint ENEA/IAEA Specialist
Meeting, Paris December 1970 (April 1971)

176 pages 	 I' 7.75 8 5.00 F 23,00 Sw.fr. 20,00
DM 15.60

THE CHEMICAL INDUSTRY, 1969-1970. Plus sup-
plement/L'INDUSTRIE CHIMIQUE (April 1971)

170 and 36 pages, bilingual . . 12.30 S 6.50 F 30,00
Sw.fr. 25,50 DM 20.00

THE HIDES, SKINS AND FOOTWEAR INDUSTRY

IN OECD COUNTRIES. 1969-1970 Statistics /L'IN¬
DUSTRIE DES CUIRS ET PEAUX ET DE LA CHAUS¬

SURE DANS LES PAYS DE L'OCDE (March 1971)

100 pages, bilingual. ... £ 7.45 .S 4.25 F 19,00 	
Sw.fr. 16,50 DM 13.00

"ROAD RESEARCH " series .

LIGHTING, VISIBILITY AND

1971) 112 pages
ACCIDENTS (April

ELECTRONIC AIDS FOR FREEWAY OPERATION

(April 1971)

64 pages
Each volume. . . £ 7.05 S 3.00 F 14,00 Sw.fr. 12,50
DM 9.80

THE URBAN TRANSPORTATION PLANNING PRO¬

CESS/LA PLANIFICATION DES TRANSPORTS UR¬

BAINS (May 1971)

352 pages, bilingual	 £ 2.00 S 6.00 F 27,00
Sw.fr. 23,00 DM 18.20

DEVELOPMENTS AND PROBLEMS OF SEABORNE

CONTAINER. TRANSPORT (April 1971)

76 pages 	 10.92 S 2.75 F 12,00 Sw.fr. 10,50
DM 8.40
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