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A SCIENCE POLICY

FOR

THE 1970'S

In 1969, the Secretary General of OECD invited a group of prominent personalities, under the Chairman¬

ship of Dean Harvey Brooks, of Harvard University, to make a reassessment of science policy. The

Report of this Group is now published under the title Science, Growth and Society: A New Perspec¬

tive. This Report is the work of a number of individuals acting in their personal capacities and not

as representatives of OECD Member governments or of the Secretary General, and the opinions express¬

ed in it are therefore the sole responsibility of the members of the Group.

The analyses made, and the series of recommendations contained in the Report are designed to call

attention to a number of issues of public interest which merit careful consideration. The following

article by Jean-Jacques Salomon, Head of the OECD Science Policy Division, and Secretary of the

Group, summarises some of the themes developed in this Report.

"S
cience policy has been one of the instruments for

the expansion of technological progress, but
this instrument has been none the less rudi¬

mentary both in the use made of it and in the

ends to which it has been directed. If science policy is
entering a period of uncertainty and reassessment, it is not

so much due to failings in science policy itself as to the
fact that government policy in general and the goals of
society, after a long period of consensus, are themselves
passing through a period of uncertainty and conflict."

This passage from the "Brooks Report" not only sets
the context in which the Group reflected on "new
concepts of science policy" but also defines the issues
under debate. After a period of optimism, and even of
euphoria, in their attitude towards science and technology,
modern societies are now questioning the limitations of
their technical benefits; but even if disenchantment has

taken the place of enthusiasm, there is nothing to be gain¬
ed from blaming science and technology; science policy
is in disarray because society itself is in disarray. "To
blame the deleterious effects of technology on research
and development priorities is unwarranted. These effects

are, in fact, consequences of broad social and economic
policies."

The economic

and social context

The Group has thus interpreted its terms of reference in

the broadest sense. Far from confining itself to a review,
however critical, of policies for science and technology, it
has concerned itself with the links between these policies
and other fields of government responsibility. "We
conceived it to be our first task to take into account deve¬

lopment outside the traditional area of science policy.
From the outset we decided to adopt a more comprehensive
approach that would include goals that cannot be related
exclusively either to the promotion of economic growth or
to science for its own sake".

What are these goals ? The first part of the Report
summarises some of the assumptions on which the Group
based its analysis. OECD Member governments expect
a growth rate in the GNP during the 1 970's higher than
that of the 1960's. But growth, an essential requirement,



but insufficient in itself, can no longer be confined to
purely quantitative goals. Defined exclusively by private

consumption or by the production of material goods, it
is reflected for modern industrial societies in difficulties,

tensions and conflicts which threaten the relations of men

with each other and with nature. "Thus, it is assumed

that the principal policy problems of the near future will
be concerned with assuring an evolution of developed
societies that are freer of conflicts and contradictions.

In traditional economics this means assuring a high level
of employment while keeping domestic inflation and
balance-of-payments difficulties within bounds. In the
relations between man and nature, policy will be concern¬
ed with the deterioration of the natural environment

and with alleviating the social problems that derive from
growing population and the concentration of population
in large urban agglomerations."

The social costs of growth

The Group finds that many aspects of developed socie¬
ties are approaching a condition that may be described as
the precursor of saturation, in the sense that things cannot
go on growing much longer in some lines without
reaching fairly fundamental limits. " Indications of satura¬
tion are present in total population, pollution of the envi¬
ronment, in the size of urban conglomerations, in traffic, in

information overload impinging on the individual, even in
higher education, and, perhaps, in the view of some
people, the production of new knowledge. This does not
mean that growth will stop in the next decade, or even that
the time limits for growth in the future can now be foreseen
in every instance, but only that a declining rate of growth
is foreseeable within the lifetime of people now alive. In
a society now accustomed to growth in almost all its
aspects during the last 300 years, this is something quite
new, something that will require considerable adjustment. "

In practice, the changes brought about by economic
growth are no longer limited, as in the past, to well defined
sectors of the economy and are no longer spread out over

long enough periods to deaden the impact of change.
Whatever measures may have been taken to attenuate the
harmful consequences of the "by-products" of growth,

they have not been enough to counterbalance the social
costs which may, in the long run, appear to be too high a
price to pay for the advantages accrued. "In the face of
the results achieved by 25 years of uninterrupted economic

growth, and of the technical prowess it has permitted, as
exemplified by the voyage to the moon, the man in the
street naturally tends to think that vigorous effort and

judicious allocation of resources are enough to put us on
the right lines towards an all-sufficient solution. This does
not seem to be true; the destruction of the environment,

the disequilibrium of the ecosystem, are not fortuitous
events; they are linked with the whole course of our
civilisation."

"A crisis of civilisation" : the very success of their
technical achievements induces modern societies to exa¬

mine their future, to call in question the goals they set

themselves and to ponder upon the limitations of the
economic system in which they are developing; it is not
enough to stake everything on growth, it is also essential to
master the course of that growth. But, as the Group
emphasises, the instruments available to economic science
for that purpose are insufficient, inadequate and uncertain.

Dean Harvey Brooks, of Harvard
University

"Not enough is known a bout the complete tech nico- econo¬
mic processes that are transforming society to give simple
answers to the many problems they raise. The science of
economics, despite all the refinements it has undergone in
this century, has not been able to give policy-makers the
kinds of advice they need. A more comprehensive app¬
roach is required, and it should be one of the tasks of future
science policy to encourage thorough study of the inter¬
actions between what we traditionally called economic
factors and the structural changes due to the extraordinary
advances of science and technology in current history."

The Group, therefore, does not envisage science policy
(whether it be policy for fundamental research or for
technology) independently of economic and social policy.
If the mastery and orientation of technical progress, which
condition the space and content of economic growth, are
the imperatives of the coming decade, science policy can
be conceived only in close liaison with all areas of social
and economic concern. Even so, a better understanding

is needed of the functioning of policies affecting money,

public finance, incomes and the labour market in societies
where, precisely, the progress of knowledge operates in its
turn as a factor of production : the disarray of economic

policies is partly due to the fact that the expansion of
technology has changed the rules of the game, interna¬
tionally as well as nationally.



A cost-benefit analysis
of technical innovation

Whereas the marginal utility of collective needs is

unceasingly growing, the traditional market mechanism
has ceased to be an indicator of the aspirations of society.
Hence arises the need for "social indicators" capable of

identifying and quantifying the needs which escape the
instruments of traditional economic accounting. "In the
motor-car case, for example, the requirements for free
traffic circulation in the centres of towns or for clean air

are not adequately expressed through the market, which
consequently fails to produce technology to satisfy these
requirements. The motor-car example illustrates the fact
that market demand often leads to excessive innovation in

some areas and insufficient innovation in others, with

results that are familiar to us in the deterioration of the

environment, the exhaustion of natural resources, etc.

Thus, although the individual consumer benefits through
access to a larger quantity of goods and services, it may

be at the expense of deterioration of his general way of
life, because of attempts to satisfy the needs of too many
consumers." If "quality of life" is to be the slogan of

the 1970's, as economic growth was that of the 1960's, it
is all the more urgent to perfect such indicators: they
should, in practice, allow proper weight to be given to

social factors in the cost-benefit analysis of technological
innovation, or, in other words, to orient technical progress

in a direction which really satisfies the needs of the com¬
munity.

It is therefore from the starting-point of this examination
of the limitations of traditional economic policies that the

"Brooks Report" questions the strong points and short¬
comings of the science policies hitherto followed. What¬
ever criticisms and challenges may be levelled against

them, the fact nevertheless remains that they have achieved

enormous success : "There seems to be no reason why
they should not continue to be equally successful in the

foreseeable future. In making this firm statement, mem¬
bers of the Group were fully aware that in recent years and
in some sections of society this success is now regarded

with some apprehension. There is today a certain emo¬

tional reaction against science and technology and some
serious criticism of them. It is realised that the immense

social benefits that have flowed from science and techno¬

logy are sometimes accompanied by social disbenefits.
Thus, policies concerned with science and technology in
the next decade will have to take into account, much more

explicitly than in the past, the benefits and disbenefits, actual
and potential, that may result from the application of

science or the deployment of technology."

The lessons of the

last decade

This is precisely the lesson which the Group draws
when it looks into the experience of the past ten years in
the matter of science policy. "Study of innovation
process and a growing appreciation of the complex of

technological, socio-economic and managerial factors
have indeed revealed the limitations of the policies pre¬
viously followed : first, the different elements of science
policies were usually treated independently of each other;
second, science policies themselves were often treated in

relative isolation from other policy decisions."

There is nothing more significant in this connection
than the hopes aroused during the 1960's by the idea of a

close relationship between the economy and investments
in research and development. This relationship turned
out to be far more complex and far less linear than origi¬
nally supposed; moreover, the experience of the OECD

countries in the 1960's has shown that the management

of a country's scientific and technological resources was
far more delicate than had been suspected, and that co¬

ordination between economic policy and science policy
was easier to advocate in principle than to put into practice.

For example, after stressing that the process of techno¬
logical innovation calls into play a whole series of factors

other than research and development proper (capital
resources, fiscal policy, quality of management, spirit of
enterprise, etc.) the Group adopts an attitude on the
much debated question of "technological gaps". A
nation may become prosperous through the intelligent use
of the transfer of technology of foreign origin. "Such
secondary or imported innovation demands a high level of
education and a sizeable domestic research effort ; the prob¬
lem is to create an awareness of world technological trends
so that a selection of relevant new developments can be
made efficiently." This is, however, not enough when it
comes to exploiting development possibilities in science-
based growth industries; here the golden rule is original
innovation. "We can import technology up to a certain
point, but there comes a time, as illustrated by Japan, when
a country has to generate its own share."

The spinoff of military
and space research

Similarly, on the no less debated problem of "economic

spinoff" of military and space research and development,
the Group recalls that there can be no question as to the
value of the products derived directly from military and
space technologies, such as jet aircraft, computers and
integrated circuits, although even in this area there is a

question as to the role of direct government R&D investment
and the demand thus induced. "It is a historical fact that

these products were developed under a military impulse,
but it would be difficult to prove the view that they would
not have been developed at all without the sense of

urgency produced by military needs and the disregard
for economic profitability that goes with it."

More generally, the Group emphasises that the correlation
between military expenditure and economic growth seems
negative : "Japan is the outstanding example of this trend,

having had the smallest military budget in percentage
of GNP and the highest growth rate among industrialised
nations, while the United States spent a very high percen¬
tage of its GNP for the armed forces and achieved only a
moderate growth rate. However, whether there are any
causal connections in these examples is open to question.
Because of the intangibility of these relationships and the
absence of reliable measures of the economic value of

research, it has been possible to use the idea of spinoff to
justify technological investments having no obvious rel¬
ationships to social or economic benefits."

During the 1960's, emphasises the Brooks Report,
science policy in the OECD countries was considered as

an independent variable of policy, only loosely related to
the total social and political context. Just as economic



growth came to be regarded as an end in itself, rather than
a means to attain certain social goals, so science policy
became attached to the "research ratio" as a kind of

touchstone of scientific success independent of the content

of R Et D activity or its coupling to other policy objectives.
In many cases, even essentially research-oriented

science policies are themselves partial. It is only a fraction
of research that is the subject of major policy decisions,
generally excluding the social sciences, or even those of
the natural sciences that seem less interesting for reasons

of fashion, prestige or apparent return. Similarly, whole
sectors of research, such as health, are often ignored in

science policy decisions, which tend to be related mainly
to areas that seem to be allied to the large technological
ventures.

"The predominance of sectors such as military, nuclear
and space research, that respond to goals imposed by
considerations of defence or national prestige, leads in
some degree to the unbalanced development of research
fronts, but much more to the unbalanced exploitation of
research results. The way these programmes have been
conducted has led to bottlenecks (by creating needs for
manpower that is in constant danger of being thrown out
of employment by sudden changes in orientation) and the
sacrifice of sectors, particularly in technology, that could
make better contributions to economic and social develop¬
ment."

The limits of scientific

co-operation

On the international plane, the Brooks Report finds that
governments have not considered all the medium term
impacts of their co-operative action, which is too often
regarded as a substitute for national programmes instead of
being fully integrated in a coherent policy. "Today, the
OECD countries are calling these joint undertakings into
question. The programmes of some organisations, and
even the organisations themselves, are being challenged
(e.g. in the nuclear energy and space sectors in Europe);
some countries have even withdrawn from the co-operative

programmes at issue. An evident uneasiness is spreading
among government, scientific, industrial and academic
circles. The doubts aroused in some quarters by multi¬

lateral co-operation encourage the belief that bilateralism is
the only effective means of co-operation, but this is
only a postulate, and is, at best, questionable."

International action, says the Group, adds its own

specific obstacles and restraints to the difficulties inherent
in all research undertakings. What would pass at the
national level for an error of direction, management or

foresight, will sometimes be seen at the international level
as a consequence of divergent views among the partners as
to aims and programmes, or as to the equitable sharing of
risks and benefits. In this sense, the setbacks encountered

in Europe by joint scientific and technical ventures are
mainly the backlash of the divergent options followed by
national science policies. "These policies, for reasons of
inability or unwillingness, have not had the effect of freeing
international commitments from the drag of national
rivalries: There is no substitute for the expression of a

common political will".
"It is not surprising that governments tend to measure the

results of international co-operation in research solely by
the financial input each has made rather than by output
measured against a benchmark agreed upon in advance.

Every research activity is exposed to certain risks, and
success is never guaranteed; the custom of a 'fair return',
which may be explained in the political context (that is

to say, the absence of economic and political integration)
is certainly not the most favourable basis for the consistent

formulation of a programme, the rational distribution of
tasks and financial commitments, and the final achievement
of the common ends".

And yet it is becoming increasingly evident that ad¬
vances in technology and in the increased application of
technology are going to make it necessary for a substantial
expansion of the functions to be carried out in an interna¬

tional framework. In particular, there will have to be a
degree of internationally based regulation, control, alloca¬
tion and operation that goes beyond that which exists
today - without mentioning the growing cost of new big
technologies which exceeds the resources of individual
nations, even the largest. "Another way to say this is
that there will be greatly increased constraints on the
independence of nations in many technologically related
areas."

If science policies have been considered too much
apart from the social and political context in which they

operate, and which, in fact, they strongly influence, this
is nowhere more obvious, stresses the Brooks Report, than
when science and technology are considered in relation to

the problems of the developing countries. "The situation
in the non-industrialised countries has been called a

'research desert' but three quarters of the world's population
live in that desert. World stability requires that responsi¬
bility be assumed by the advanced countries in this respect,

and their science policies have a part to play that they did
not play in the 1960's. This responsibility is all the more
evident when we take into account the influence exerted

by the science policies of the advanced countries over

the qualified manpower resources of the less developed
countries." It is therefore necessary to establish a closer

link between the aid policies of the advanced countries
and their science policies.

The dangers of the
transitional period

The objectives of science policy are changing; mili¬
tary, space and nuclear energy programmes are clearly
slackening off. But, although other aims can be seen
to be developing, it is by no means clear what demands
they will make on science and technology in the future,
either in quantity or in kind. Until these new social
demands crystallise into more specific and better defined

objectives, the problems of science and technology policy
in the next few years will centre on how to help the
present system to adapt, while keeping it creative, produc¬
tive and efficient.

This transitional period involves great risks; there are,
of course, limitations, in the rate at which the system
of science and technology can change. "The educa¬
tion system, which supplies the manpower for technology,
probably has the longest time scale of the order of ten

to twenty years. Thus, although students can and do
quickly adjust their demands for education according
to their interpretation of employment possibilities, among
other factors affecting their choices, the system supplying
the education changes much more slowly. Similarly, the
rate at which industry, the principal performer of techno-
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logy, can change is also limited. The system of science
and technology has naturally built up a considerable
momentum over the past two or three decades and,
whatever the change in demand placed upon it in the
future, it will take several years to swing into new direc¬
tions."

There is an additional difficulty: "The conditions for

the success achieved in many space and defence projects
are not yet evident in the social sphere. The goals are
complex, unclear and the subject of conflicting interests
and a wide diversity of values and preferences among
the people affected. The underlying basic knowledge is
spotty, fragmented, and often not firmly established in
a scientific consensus. Not only is it more difficult to

achieve the ends proposed, but also, if not mainly, it is
more difficult to determine what the ends themselves

should be. Furthermore, even if there is a consensus

on the value to be attached to certain social ends, this is
not sufficient to determine the programmes that can meet

them. Many of our social goals are stated in too gene¬
ralised terms to be readily translatable into concrete
applied research tasks, at least in the present state of
basic understanding."

This indicates how much harder it will be than in

the past decade to define the choice of research program¬
mes. Up to now, science has remained a very well
protected area in which decisions could be made without

forcing too difficult conflicts. Continuous expansion
has been an easy solution. With the profound changes
in the established relationships between education,

science, technology and social and political demand,
science policy will be faced with much more difficult
decision making. Even basic science will have to res¬
pond to needs for selective emphasis determined by the
social, political and industrial environment.

For Member countries, continues the Report, the period
that is now opening will call for a special effort to adapt
to the changing nature of problems that have emerged
unexpectedly, either because they have too long been
overlooked by economic policy, or because the solution

of some of them has called forth others ; one such problem,
for example, is the overgrowth of metropolitan areas
and the economic and social stagnation of smaller com¬
munities. Another is the rapid decline of short-distance

public transportation as a result of widespread owner¬
ship of motor-cars. Many disbenefits of technology take
the form of subtle threats to health that have no readily
visible manifestations, but could assume near-crisis pro¬
portions before public awareness is aroused. "Thus, a

world in which individual hopes had an elemental and

concrete character has given place to a world in which
satisfactions generate new needs and in which, as a
result, hitherto undetected problems may rather suddenly
lead to acute social dissatisfactions."

If our societies are to continue to grow and simultane¬
ously to cope with the by-products of economic growth,
science policy must continue to concern itself with the

promotion of technological innovation. This does not
mean, however, that it must be promoted for its own sake,
or allowed to proliferate regardless of the social goals
which it may further (or threaten). All technological
progress comes at some cost, and some risk is attendant

on the introduction or extension of any technology.
Technological progress inevitably involves the balancing
of risks against benefits; a situation, however, exists in
which widely different standards are applied in different
technological areas. "If the sole aim of science policy
were to stimulate innovation, this stimulation would

know no bounds. But the hopes that industrial societies
place in their science policies are more subtle and involve

more complex responsibilities."

Technology assessment

The problem is to ensure that a climate of innovation

co-exists with structures for orientation and regulation;
mastery of technical progress depends on mechanisms
capable of forecasting the range of possible effects of
technology on society and the natural environment, so

as to illuminate society's choices before options are fore¬
closed by default (or by over-reaction). Such mecha¬
nisms would also be required to explore the new possi¬

bilities of satisfying social and economic needs afforded
by scientific progress. Finally, they would keep a watch

on the evolution of these needs with a view to redefining



the aims and refining the goals of society in the light of
new knowledge.

These are the functions of technology assessment ;

none of them is radically new. The inspection of
pharmaceutical and food products, for example, is generally
compulsory before they are launched on national markets.
But these precedents are nevertheless exceptional and
affect only particular types of industrial activity and inno¬
vation. The Group stresses the need for more ambitious
aims and to establish a systematic assessment process

embracing these three tasks as a permanent function.
The key requirement is a wider range of options in

the early stage of the innovation process, combined with
a more sensitive, comprehensive and rigorous process
of choice as the various options progress towards appli¬
cation. This involves deeper consideration and explo¬
ration of alternatives at the beginning, with a larger num¬
ber of checkpoints in the process of selecting options,
so that vested interests, sunk costs and professional

commitments do not build up a momentum that becomes
difficult to reverse.

If the process sketched here is followed, it does not
necessarily mean a lowered incentive to innovation.
What discourages innovation, says the Group, is the
high risk of failure due to regulation after a large invest¬
ment has been made. If the ground rules are under¬
stood at the beginning of the innovation process, it will
adapt and generate the research and development in an
efficient order of priority with no increase in net risk.
This is clear from the example of supersonic civil aircraft;
it seems that the decision to construct them was made

without sufficient consideration of technological alter¬
natives for the improvement of air passenger transport.
This incompleteness in technological assessment is appa¬
rent not only in air transport, but also in ground transport
between airports and the cities they serve. The econo¬
mic and social costs of this shortcoming of science policy
are far from trivial. Technological decisions made in
this limited way can cause expenditure of such size that
the economic, social and political costs of terminating

the projects at a late stage become very large.
It is to be emphasised that technology assessment

has a stimulative as well as a regulative aspect; its pur¬

pose is to foster a more balanced development of techno¬
logy as a whole in relation to social needs and not merely
to exercise "birth control" on harmful or threatening

technologies. This positive role must be associated
with the regulatory one because a part of the function of
assessment is the consideration of a wider range of alter¬
natives than is ordinarily turned up by the spontaneous
market mechanisms or by political forces. The control
of technology in the context of economic systems which
encourage competition and profit is the major challenge
which future science policy will have to meet.

A new

"technological frontier"

In any event, the regulation of technological progress
involves an economic cost that is not only that of preserv¬

ing the quality of life. Science policy has an important
role in sharpening the choices available to political deci¬
sion makers. Sharpening occurs primarily through more
definitive spelling out of the costs and benefits of the
various alternatives to various groups, but it cannot usurp

the place of the political process relative to decisions
that commit the future of the community. Even in its

mission of assessing the benefits and disbenefits of pro¬
gress, science policy is in fact merely an instrument at
the service of broader political, economic and social
functions. It cannot lead to the collective moderation

of progress unless national and international leaders are
firmly determined to make use of it for that purpose.

The general preference accorded to the present at the
expense of the future in political and economic decisions
must therefore yield to greater caution and deliberation.
By refining available knowledge, science policy could
provide guidelines to be used for this purpose. In choices
affecting technology there is not necessarily any divorce
between a more cautious attitude and the demands of

competitiveness. Quite on the contrary, emphasises the
Brooks Report, the capability of governments to introduce
new, socially oriented technologies, altering traditional
lines of technological development, is often less restricted
by objective factors, such as competitiveness on inter¬
national markets, than is commonly assumed. Let us

again take the example of air traffic. A socially orient¬
ed technology in this field would have to aim at the pro¬
duction of types of aircraft with low noise levels and
without pollutant products. Such a technology would
have to be less consumer-oriented, the yardstick not

being solely the need to be transported as fast and as
economically as possible.

There can be no doubt, adds the Group, as to the

saleability of such a new technology on international
markets. The detrimental environmental effects of pre¬

sent air traffic technology would make political pressures
to introduce alternative devices compelling, once such
alternative technologies were developed. The intro¬
duction of socially oriented technologies of this kind
implies a redefinition of the "technological frontier".
Whoever would be the first to develop such a technology

would be technologically "ahead", not only in terms of
satisfying social needs, but also in terms of international
economic competition. In fact the "technological gap"
between the smaller powers and the great powers

would be narrowed as soon as the first (and this even
within the limitations of their existing R Et D budgets)

focussed on the development of selected socially oriented

technologies.

The need

for sectoral policies

Up to now, innovation has in practice mainly affected
the sectors of agriculture, transport and industry. The
Group considers that it is becoming increasingly necessary
to bring comparable efforts to bear on the mechanisms and
methods of the tertiary sector. Applied to the services
sector, most innovations would necessarily comprise a

strong purely social and administrative element, for the
improvement of methods and practices as well as of
equipment. Sectoral policy is likely to become more
important in many fields in which social needs suggest the
requirement for a higher level of research and innovative
activity. Many of these fields characteristically lie in the
area of governmental responsibility, and are defined by
high governmental investment, low growth of productivity
and only minor and fragmented research and development
efforts. They include such sectors as health care, urban

mass transportation, housing, land use, postal services,

8



tele-communications and solid waste management. They

also include activities that cut horizontally across many
agencies, such as environmental protection or the mana¬
gement and exploration of marine resources.

It is essential that social aspects should be fully taken

into account in the study and implementation of specific
sectoral policies. Science policy should therefore be
much more concerned than in the past with the research

effort in the social sciences, for example, by improving

university training structures and ensuring continuity in
the careers of researchers. It must also take an increasing

interest in questions connected with the application of
these disciplines: hitherto the social sciences (apart from

economics) have not been able to rely on a professional
group or sub-group capable of translating knowledge into
action or policy analyses into techniques, as is the case
with the physical sciences or medicine on the basis of the
biological sciences. The public authorities, for their part,
should learn to pay greater attention to research carried out
in the social sciences. At the outset, this transposition
should be effected through the medium of administrative
and political competences of the traditional, that is to say,
intuitive, type; but the social sciences should increasingly
be in a position to furnish knowledge and methods which
can be translated into operational terms.

The role of

multinational firms

On the industrial side, says the Group, governments
will have to concern themselves with measures calculated

to influence business firms more directly as to the content
of their production and the effect of their products on the
situation of the community, the health and safety of the
people and the natural environment. Just as growth
measured solely by market activities does not of itself
guarantee the optimum use of the resources created, so
industrial innovation defined by performance alone is no

sure pledge that collective needs will be satisfied. While
competition certainly enhances economic efficiency and
optimises the division of labour both within national
societies and in world trade, it sometimes leads to excessive

differentiation of products and services or built-in obsol¬
escence for rather marginal social gains, and in doing so
may divert a substantial amount of technical effort in
directions having only marginal social return.

In this connection, the Group emphasises the growing
influence exercised by multinational firms on the trans¬
ference and diffusion of technology and the substantial

advantages they confer on their host countries from the
point of view of economic growth, productivity gains and
the introduction of new consumer goods. Nevertheless,
"there is a clear conflict between the concept of national

control of technologies regarded as essential to national
security and national economic development and the
growing importance of the international corporation in
high technology industry. This is only one aspect of an
increasing discrepancy between the military and economic
implications of new technology and the scope of tradi¬
tional political units."

This is of particular relevance to science policy because,
in some countries, the R&D potential of multinational

firms practically dominates the pattern of national science
efforts. In these circumstances "the impact of the

international firm must be understood if it is not to produce
undesirable effects. The existing international economic

system does not possess the mechanism for concerting an
international response to this new phenomenon. The
policy of individual nations towards international firms
should be harmonised and the scientific and technical

activities of such firms should be taken into consideration

in the formulation of national science policies."
Just as national concerns are now undergoing a re¬

orientation away from major technological programmes
related to defence or prestige, so policies for basic science
are also coming under serious question. The shift in
emphasis implies neither less basic research to meet
society's demands nor as much change in the content and
scientific objectives of fundamental research as might be
supposed at first sight. There will be a new set of link¬
ages both within science and between science and social
goals. How to establish these linkages and break some
of the older ones without sacrificing the dynamism of
science itself is one of the difficult tasks of science policy.

Thus, the emphasis on technological assessment and
environmental management may require that, in the intro¬
duction of new technology, a considerably higher ratio of
fundamental and exploratory applied research to develop¬
ment may be needed than in the past, because the forecast¬
ing of side-effects requires more fundamental understanding
than is provided by the mere demonstration of technical
feasibilities and commercial promise.

The end of

"laissez innover" ?

The Group emphasises that all countries rely on the
world output of fundamental research as a basis for new
technological developments and for the rational manage¬
ment of technology. Fundamental research is thus an
essential element in the total science and technology
system, determining the quality of scientific and technical
manpower and the standards for applied research and
technology. Fundamental research thus has a consider¬
able external economy; therefore each Member country
has an obligation to contribute to the world's pool of
fundamental knowledge to the extent of its capacity. The
total level of fundamental research as a proportion of GNP
in the Member countries should be maintained, if not

increased, as a necessary condition for the continuation of
social and technological progress in the future.

The development of science policies over the last
quarter century shows, in effect, that the days of "laissez
faire" in the relations between science and the State are

finally over. But the future evolution, as the Brooks
Report sees it, also suggests that the end of "laissez faire"
may also mean the end of "laissez innover". A very much
wider task therefore opens up before the science policy¬
makers. "The present situation produces an overwhelm¬

ing need to re-assess the place of science and of particular
areas of science both in cultural terms and as the roots of

the technology through which further change, improvement
or deterioration will flow. When social goals are uncertain

and changing, it is especially important that their formulation
embody the most up-to-date available understanding of
the interactions between technology, the economy, social
trends, and the quality of the environment. Those
responsible for the development of science policy will have
to be more clearly involved in the setting of national goals
and the priorities between them if the goals are to be
realistic and the system of science and technology made
able to respond fully and creatively to them".
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THE PERFORMANCE OF AID

DONOR COUNTRIES IN 1970
Figures have just been released by OECD's Development Assistance Committee showing the flow of
resources to the Third World in 1970 from the 16 countries which belong to the DAC (1 ) and which, as a
group, provide more than 95 per cent of the flows to the developing world. The main trends are described
and illustrated below.

(1) Australia, Austria, Belgium, Canada, Denmark, France, Germany, Italy, Japan, the Netherlands, Norway, Portugal,
Sweden, Switzerland, the United Kingdom and the United States. Some of the flows are channelled through the Commis¬
sion of the European Communities which is also a Member of the DAC.

1. OVERALL DAC PERFORMANCE

The Total Flow of Financial Resources from DAC Countries

to Developing Countries and Multilateral Agencies - 1960-1970

The total net flow of resources to the developing countries in 1970 was $15.6 billion. This total includes for the first
time grants by private voluntary agencies which amounted to S840 million. By calling attention to these flows, the
DAC hopes to encourage them.

Comparing 1970 with 1969 (and excluding the voluntary agency figures for which no comparisons are available), the flow
of resources $74.7 billion was $1 billion higher than in 1969, expressed in current prices, but as a percentage of gross
national product fell slightly, from 0.75 per cent in 1969, to 0.74 per cent in 1970.
As to official development assistance, the pattern is the same as for the total flows a rise in absolute terms, of $730 mi/lion
to $6.8 billion, but a decline as a percentage of GNP, from 0.36 to 0.34 per cent.
The total flow of resources, amounted to $8.10 per inhabitant of the developing countries $2.70 more than at the beginning
of the decade. Expressed in the same terms, the flow of official development assistance alone represented $4. 10 in 1970,
as against $4.00 in 1969 and $3.20 in 1960. However, price increases in most countries have been such that the real
resources transferred per person in 1970 were little, if at all, higher than ten years earlier.

-i g S billion
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2. EFFORTS OF INDIVIDUAL DAC COUNTRIES

Total Net Flows Related to GNP - 1970

Total flows (1)

In 1970, ten Member countries (Australia, Austria, Belgium, Canada, France, Japan, the Netherlands, Switzerland, the
United Kingdom and the United States) expanded their total flows by varying percentages. Among the other six Member
countries, Denmark, Germany and Italy reported quite large decreases, mainly reflecting lower net disbursements of the
private sector (export credits and private investment).
Six countries (Australia, Belgium, France, the Netherlands, Portugal and the United Kingdom) provided total net flows to
developing countries in 1970 which exceeded the officially accepted target of 1 per cent of GNP. This is true whether or
not grants by private voluntary agencies are taken into account. Denmark, Germany and Italy were in compliance with
the target in 1969, but fell below 1 per cent in 1970.
The United States, whose share of GNP has been amoug the lowest of any DAC Member in recent years, expanded its net
flow significantly. It remains the largest donor, accountinq for 37 per cent of DAC Members' combined total flows
in 1970, against 34 per cent in 1969. Next largest is Japan, which ranked fourth in terms of absolute amounts in 1969,
but moved to second place in 1970 in front of France and Germany. This performance is all the more impressive in that
Japan's GNP increased by 17 per cent in current prices during the year.
A number of other DAC members raised their net flows very considerably in amount and as a share of GNP. Australia
reached the 1 per cent target for the first time (1.07 per cent against 0.74 per cent in 1969) largely owing to private flows
associated with mining developments in the Pacific area. There was a close connection in this regard between private
flows and official development policy. Canada, with a marked increase in both its official development assistance and
its private flows, moved from 0.50 per cent of GNP in 1969 to 0.72 per cent in 1970. The Netherlands reported a net
resource flow of 1.41 per cent of GNP, one of the highest outflows from DAC countries ever recorded, with a substantial
increase in each main component of the total flow.

Official development assistance

All but five DAC Member countries (France, Portugal, Sweden, Switzerland and the United States) increased their official
development assistance in 1970. However, except for Australia, Canada and the Netherlands, the increases were small.
For the United States, official development assistance fell further, although by a relatively small amount, to $3. 1 billion,
the lowest dollar amount since 1961 . As a percentage of GNP, it decreased from 0.33 per cent in 1969 to 0.31 per cent
in 1970.

France (0.65 per cent), the Netherlands (0.63 per cent) and Australia (0.59 per cent) were the countries whose official
development assistance was highest as a percentage of their GNP in 1970. Switzerland (0. 15 per cent), Italy (0. 16 per
cent) and Austria (0.13 per cent) still remain very much below the DAC average.

(1) Excluding the new figures on private voluntary agencies.
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NEW EMPHASIS

ON TAXATION POLICY

OECD sets up a new Committee
on Fiscal Affairs

The Council of OECD has recently created a
new Committee on Fiscal Affairs to extend OECD's
work in the taxation field and to deal with a num¬
ber of specific problems of concern to Member
countries.

The idea of a reappraisal, and diversification, of
OECD''s work on taxation grew out of the
fact that taxation is taking on increasing im¬
portance for the economic policies of Member
countries, since it is one of the principal means
used by governments for influencing overall
demand, the long-term direction of resources and
the distribution of national income. Moreover,
while until recently taxation was regarded primar¬
ily as a matter ofdomestic concern, its international
repercussions are today of considerable signifi¬
cance. Whether one considers, for example, the
international flows of capital in the form of secu¬
rity purchases or the investments of large interna¬
tional corporations, tax considerations clearly
play a role, sometimes as a result of deliberate
government policy, sometimes as a consequence of
the juxtaposition of different national tax systems.

Work on taxation carried out by OECD to
date has covered, inter alia, avoidance of double
taxation, the demand-management aspects of fiscal
policy, border tax adjustments and value-added
taxation ; but until now the Organisation has lacked
a forum where economic policy makers and fiscal
experts could meet together to discuss other aspects
of taxation, as they affect the allocation and use
of economic resources both domestically and in¬
ternationally and to seek solutions to the problems
that arise.

As a first step a group of tax experts was set
up to consider which of the many possible subjects
in the field of taxation it would most be useful for
the Organisation to examine. The criteria ap¬
plied were that any selected subjects should be of
relevance for governments'' present day policy
concerns and should lend themselves to a combined

approach by fiscal experts and economists concern¬
ed generally with fiscal policy. It was also a
condition that practical results could be expected
from the consideration of such subjects in the
reasonably near future, it being recognised that the

kind of result would vary according to the nature of
the question studied : thus, it could be a simple ex¬
change of information and experience, or confron¬
tations or consultations on policy, or again the
formulation of recommendations with a view to
adopting common solutions.

It was eventually decided that a new Committee
on Fiscal Affairs should be created to continue the
work of the former Fiscal Committee on double
taxation and related questions and to undertake
work as priority tasks in the following three
areas :

taxation and international flows of financial
capital ;

international impact of company taxation ;
standard classification of tax revenues.
The Committee on Fiscal Affairs has recently

held its first meeting to discuss how work on
these three priority subjects might be organised and
its decisions are reflected in the chart.

THE NEW PRIORITY TASKS

International Flows of Financial Capital

Tax considerations clearly play a role in Ihe deci¬
sions of lenders and borrowers, investors and compan¬
ies, on where their activities should take place.
These decisions in turn will have an impact on the
direction and extent of international flows of financial

capital. One task of the Committee is to identify
areas where such decisions are likely to be taken
exclusively or primarily because of taxation factors.
Another task is to evaluate the desirability of modify¬
ing this situation in the light of two facts : first that
governments may deliberately use taxation to influ¬
ence decisions in order to achieve domestic policy
objectives such as growth, stabilisation and income
distribution; secondly that taxation may in certain
cases be regarded as an alternative or supplement to
other techniques such as exchange controls, multiple
exchange rates, administrative guidance lor regulat¬
ing international flows of capital. Within this gener¬
al field a number of topics could be considered : those
summarised below have been selected for early
examination by the Committee on Fiscal Affairs.

International Loan Capital: At present it is possible
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to obtain interest on Euro-issues without payment of
withholding tax in the country of the borrower and
(his undoubtedly encourages the international mobi¬
lity of capital. But it also influences the decisions of
lenders (who might prefer Euro-issues to domestic or
classical foreign bonds) and of borrowers (who will
place their issues in countries not imposing a with¬
holding tax). It may also be easier lor lenders to
avoid payment of tax on interest income arising
from abroad than it would be if their interest income

arose from domestic bonds. A Working Party has
accordingly been charged with considering the advan¬
tages and disadvantages for financial flows of differ¬
ences in I he fiscal treatment of interest on interna¬

tional issues, with a view particularly to forming
an opinion on the importance of their effects and on
the desirability of taking steps to mitigate them as
well as the possible ways in which they might be
mitigated.

Collective Investment Institutions : It seems that

investment companies, mutual funds and pension
funds engaged in international activities have special
tax problems which cannot be resolved under existing
double taxation conventions, especially when the

shareholder resides in one country, the investment
company in a second country and the company in
which the investment is made in yet a third country.
In view of the potential importance of such institutions
in the international How of funds for investment in
securities, this was selected as an area where an at¬

tempt should be made to find an international solution
to this problem of overtaxation.

Taxes on the Issue and Negotiation of Securities : 1 1
has been suggested that such taxes are not important
as sources of government revenue whilst their exis¬
tence hinders the international How of capital and
adds to the cost of borrowing. The Committee will
discuss this problem with a view particularly to
considering whether there is any possibility of obtain¬
ing agreement on the elimination or reduction of
such taxes or on reducing rate differentials between
Member countries.

International Impact of Company Taxation

With the increasing importance of multinational
companies and international operations by domestic

Working Group
on taxation

of nuclear

insurance risk

1 2 Working Groups
on different aspects

COMMITTEE

ON

FISCAL AFFAIRS

Working Group
on depreciation

allowances

Working Group
on taxation

of investment

companies

Other priority 1 Tax treatment of 2. Tax treatment
tasks to be carried the issue and negotiation of international

out by the directly mergers

Committee °f securities
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companies the international impact of company
taxation is of considerable policy concern] to govern¬
ments. Whatever the possibilities for] insulating
the domestic situation from foreign influences, sharp
differences in levels of company taxation probably
still continue to affect investment choices. The

implications of such a situation for the balance of
payments and, hence, for exchange control policy are
evident, and where the investment choice relates to
production facilities there are implications also for
employment and growth.

One difficulty is to determine what relative levels
of taxation on companies in particular countries
really are. Rates of corporation tax provide no
reliable guide, first because of the complex relation
between taxes on profits and other kinds of tax, and
secondly because a number of other factors such as
depreciation allowances, tax free holidays, treatment
of losses and efficiency of tax collection will affect the
amount of tax actually levied. Of these various
factors, perhaps the most important is that of depre¬
ciation allowances, which may vary from industrial
sector to sector or region to region, and a detailed
study of depreciation allowance practice in OECD
countries is consequently being undertaken. Other
topics in the field of company taxation currently
being examined are :

Taxation of company dividends: In most countries
dividends are taxed first as a part of company profits
and secondly as shareholders' incomes. Sometimes
this cumulative taxation is not alleviated, sometimes

it is alleviated at company level by a reduced rate of
tax on distributed profits and sometimes at shareholder
level by a credit against shareholders' personal liabil¬
ity for company tax paid or deemed to have been
paid. The juxtaposition of these different systems
has international repercussionsforshareholdersinvest-
ing abroad and companies wishing to attract foreign
shareholders, and in many countries the question of
which system to adopt is currently a major policy
issue. The Committee has therefore set up a Work¬
ing Party to consider the advantages, disadvantages
and consequences of the different forms of taxation
of company dividends from both a national and
international, and from both an economic and techni¬

cal point of view, especially in the light of the expe¬
rience of countries which have recently changed their
system.

Tax treatment oj international mergers : The Commit¬
tee has decided to examine how far there is tax

discrimination against mergers across frontiers which
does not apply to domestic mergers and to consider
what remedies (e.g. bilateral Conventions) might be
appropriate to remove any such discrimination.

Standard Classification of Tax Revenues

Country comparisons are frequently made of tax
burdens by comparing total taxation to such overall
economic indicators as GNP and conclusions are

drawn for economic or social policy. As such compar¬
isons are rarely consistent, and the basis on which
they are made is not explicit, they frequently have
the result of confusing, rather than clarifying, such
policy issues. At present, however, data do not exist
for making reliable international comparisons concern

ing tax structures and levels. This is due to various
causes : the inadequacy of existing breakdowns in
international tax revenue statistics; the fact that

similar kinds of tax may be classified in different ways
in different countries; the differing views on such
questions as what counts as a tax (e.g. social security
charges, profits of government enterprises?) and how
far government expenditure (which may, as in the
case of family allowances, have similar effects to a
tax reduction) should be taken into account.

The Working Party set up to examine this ques¬
tion will first prepare a list of taxes drawn up accord¬
ing to standard definitions of various types of levies
and at a later stage undertakes global comparisons
of tax receipts between Member countries and other
international comparisons, such as taxation levied
upon enterprises or upon particular goods, or personal
taxation levied upon particular income groups.

OTHER CURRENT TASKS

Double Taxation and Related Questions : As already
indicated, the work of the former Fiscal Committee
on double taxation and related questions has been
integrated into the new enlarged tax programme.
The primary task of the new Working Party charged
to carry out this work is to complete the revision of
the Draft Convention on Income and Capital publish¬
ed by OECD in 1963 and it is hoped that this work
will be completed before the end of 1973. In addi¬
tion, apart from other tasks, the Working Party is
expected to report during the next two years on
methods of protecting taxpayers and countering
abuse of tax Conventions, and also to establish a
draft Convention on Mutual Assistance for the Assess¬

ment and Collection of Taxes.

Nuclear Insurance Risk : The former Fiscal Commit¬
tee had been asked to consider how far there was a

case for recommending special tax treatment lor the
reserves of companies insuring against nuclear damage
in view of the potentially heavy payments in which
such companies could be involved. A Working
Group is expected to report shortly on this.

FUTURE TASKS

the work outlined above will occupy the new
Committee fully for the time being, but it was
considered that work could usefully be carried out in
two other areas at a later date :

Taxation and incentives: This would include empir¬
ical research into how taxation has affected work

supply (overtime, retiring age, number of married
women seeking work, etc., as well as possibly risk-
taking and migration of executives) and what taxa¬
tion methods have been used to stimulate savings
and with what success.

Taxation and the environment: This would include

research into how taxation might be and has been
used to influence urban and regional development as
well as how it might be and has been used to finance
anti-pollution measures and to combat traffic conges¬
tion.
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RECENT TRENDS AND THE ISSUES FOR POLICY

Recent months have witnessed striking developments in the international payments field. They do not
deeply affect the prospects for demand, output and basic balances of payments. But they raise important
policy issues.

The May events

The speculative crisis of early May was of unprecedented proportions. Outflows from the United
States may have amounted to some $4 to %5 billion in one week. More than %2 billion flowed into Germany
(and further large amounts were purchased by the German authorities in the forward market ) ; %\ billion

flowed into Switzerland and, despite tight exchange controls, more than %\ billion into Japan. On 9th May
the German and Dutch authorities decided to allow their currencies to float in foreign exchange markets until
further notice, and the Swiss and Austrian authorities revalued their currencies by 7,07 and 5.05 per cent
respectively.

Short-term capital movements

The May events were the culmination of a period of large outflows from the United States. The basic
cause of these outflows had been the difference between monetary conditions in the United States and most
other countries, and this in turn reflected divergent cyclical positions. Much of the movement of funds took
place through the Eurodollar market. In 1969 considerable amounts of funds had also been pulled from
Europe into the United States through the Eurodollar market. (Continued on page 1 6).



Speculative flurry

With United States easy money policies starting to
bear fruit and the economy showing signs of recovering,
a new phase of the monetary cycle recently seemed to
be beginning one which could have considerably
eased the balance of payments. But discussion of the
difficult official settlements situation had become

widespread, and doubts were emerging as to the under¬
lying strength of the United States balance. Thus,

the large capital flows of the first week of May were
much more the result of an outbreak of speculation
than of relative monetary conditions.

The unsatisfactory situation underlying international
payments had existed for some time. Some improve¬
ment had, in fact, occurred in the pattern of current
and basic balances in 1970, partly as a result of
earlier parity adjustments (United Kingdom, France
and Germany) and partly because of cyclical develop¬
ments (United States). But the development in the
United States current and basic balance had still

been disappointing; the cyclical improvement had not
been as large as expected or desired. In addition,
disequilibrating short-term capital movements had, in
several important cases, more than offset the improve¬
ments that did occur.

The exchange rate moves of May

A striking fact is that, with the possible exception
of Japan, there did not seem, recently, to be any
obvious counterpart to the balance of payments position
of the United States in terms of countries with excessive

surpluses. And of the four European countries that
have recently had recourse to exchange rate action,
none could be said to have been in a clear position
of fundamental disequilibrium.

In some ways, Austria and Switzerland were in a
situation similar to that of Germany in 1 969. External
inflationary forces were a strong obstacle to domestic
economic stability and basic balance of payments
positions of these countries, although not necessarily
requiring a revaluation, were at least strong enough
not to rule out modest ones. It is clear, however, that

the need to take defensive action against speculative
inflows was the major factor triggering off the decisions.

The case of the Netherlands was somewhat different.

Even if allowance is made for the present unfavourable

relative cyclical situation, the current account position
appears rather weak. This is no doubt one reason why
the Dutch authorities have announced their intention

of returning to the present parity as soon as circum¬
stances permit.

The current account of Germany was in surplus by
$670 million last year, although relative cyclical
conditions had been somewhat unfavourable. But the

effects of the 1969 revaluation had not fully worked
themselves out and the Secretariat forecast before

the recent events was for a current surplus this year
in line with the medium-term objectives of the German
authorities. It should also be borne in mind that the

German basic balance was only in small surplus.

There were, thus, no compelling basic balance of
payments reasons behind the recent exchange rate
moves. The fact that the measures had to be taken

under the pressure of extremely large short-term capital
flows has important implications for the future manage¬
ment of the international payments system.

Monetary and Fiscal Policies

As already noted, the monetary policies of major
countries were beginning to converge before the crisis
started. This was partly due to conscious efforts by
monetary authorities to minimise the international

repercussions of domestic policies, but also to the fact

that cyclical conditions were tending to become more
uniform. At present, all major countries in the area
except Germany have taken steps to encourage the
expansion of demand. But demand conditions still

differ greatly from country to country and this has
been reflected in the timing and strength of policy
actions. North American countries, where the down¬

turn began first and was most prolonged, were the first
to take expansionary action; altough activity is on the
upswing, the degree of slack in their economies is still

greatest. The United Kingdom, Italy and Japan may
be ranged in a second group of countries where, despite
demand management policies that are moving in an
expansionary direction, no signs of a significant upswing
have yet appeared and where the degree of slack is
fairly high. Closest to full employment levels among
the major countries are France and Germany. In
France, where partly for structural reasons recorded

unemployment is higher than in Germany, the autho¬
rities are following a policy of cautiously controlled
expansion. In Germany, the major aim at present is
to diminish demand pressures and bring price inflation
under control, but the authorities have expressed their
readiness to take expansionary action should it prove
necessary at a later stage.

Most of the remaining OECD countries are currently
at a less advanced stage of the cycle. For them, excess

demand pressures often originated from high export
demand and spread to the domestic sector of the

economy after some time-lag. These countries are
still engaged in the stabilisation process.
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CONJUNCTURAL PROSPECTS :
CAUTIOUS EXPANSION WITH

INFLATION STILL STRONG

Demand and output

Looking ahead over the next twelve months, a

gradual acceleration in the growth of output in the

OECD area as a whole seems likely. This would result
partly from accelerated growth in the countries that
have already entered an expansionary phase, and partly
from the likelihood that other countries will, progres¬

sively, be joining in the upswing. For the seven
major countries taken together, real GNP was probably
growing by less than 4 per cent in the first half of
this year compared with a combined potential GNP
growth of around 5 per cent. But the second half-
year is expected to confirm the recovery with their
combined growth rate picking to 51 per cent and
further accelerating to perhaps more than 6 per cent
in the first half of next year. (See table 1). For
most countries, but perhaps particularly for the United

States, the forecast acceleration of output growth

depends to a significant extent on rapid increases in
demand for private consumption in the latter half of
this year. In all major countries, only limited support
has come from private productive investment and this
is likely to be true of the immediate future.

As a result of the forecast revival in demand, there

should be some decline in unemployment by the end

of the year; the major exceptions are likely to be
Germany and some of the smaller northern OECD
countries. In Germany's case, however the easing of
demand pressures will probably be partly reflected in
a decline in the number of foreign workers rather than

in a rise in unemployment. The course of unemploy¬
ment in the United Kingdom will depend in part on

whether employers continue to shed labour to cut high
labour costs in which case unemployment may not

respond as fully as in the past to changes in the
pressure of aggregate demand.

Costs and prices

By far the most important constraint on expansion¬
ary demand management policies will be the persistent

Table 1
Average

1958-59 1969 1970 1971 1970 1971 1972

Growth of real GNP

in seven major countries

to

1967-68

Forecast I 11 I 11 I

Percentage changes
from previous period United States GNP 4.6 2.8 -0.4 3 -1.6 -0.1 3i 5i 6

at seasonally adjusted
annual rates

Canada

Japan

GNP

GNP

4.8

11.0

5.1

11.9

3.3

10.9

5

8

2.3

11.2

3.5

9.2

5

6

6i

10i

6i

Hi

France GDP 5.6 7.7 5.9 51 6.0 5.2 5i 5} 6

Germany GNP 4.8 8.1 4.9 3i 5.0 2.9 5i 0 3i

Italy GDP 5.7 6.1 5.2 3 11.6 0.4 2 n n

United Kingdom GDP 3.2 2 i

2

i

4 3i -2i 3i 3

..) At 1969 exchange rates.
Total of above countries'1 5.3 4.8 2.3 J 4 1.9 2.0 31 5± 6i

Table 2
Average

1958-59 1969 1970 1971 1970 1971

GNP deflators

in seven major countries

to

1967-68

Forecast I II 1 II

Percentage change from previous period
at seasonally adjusted annual rates United States 2.0 4.7 5.1 4i 5.4 4.9 51 4

Canada 2.5 4.7 4.1 3i 5.3 2.4 3i 4_

Japan 4.7 4.3 6.6 5 6.6 5.8 4 51

France 3.9 7.9 5.6 5 6.0 5.0 51 4|

Germany 2.9 3.5 7.4 7 8.0 7.3 7± 61

Italy 3.9 3.8 6.3 51 6.8 6.0 41

United Kingdom 3.1 41 74-
'4 81 7| 9 8 n

a) At 1969 exchange rates. Total of above countries'1 2.7 4.7 5.7 51 6.0 5.4 5J 41
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inflationary tendencies affecting virtually all countries
in the area. Despite the efforts of governments both
to eliminate excess demand and to reduce inflation by
other means, prices in the OECD area as a whole are

still rising by 51 per cent a year (see table 2). There

A, INDEX OF UNIT WAGE OR LABOUR COSTS
manufacturing, in U.S. dollars

adjusted for seasonal variations
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are a priori reasons for expecting some slowdown in
the rate of price increase over the next twelve months

the lagged effect of lower demand pressures, above-
average productivity gains which should moderate the

increase in unit labour costs (see chart A) in the early
phase of renewed expansion, and the present slower
rise in world trade prices. But the advantage of higher
productivity growth may be offset by a tendency to
restore profit margins. Fundamentally, a general
slowdown in the rate of increase of nominal incomes

will be needed if significant progress is to be made in
the fight against inflation.

The policy implications of this situation have

been discussed in a recent report by Working Party
No. 4 of the Economic Policy Committee: "Present
Policies Against Inflation'1 (1). As regards short-run
demand management policies the report stresses "the
importance of trying to avoid the emergence of excess
demand, and, once it has developed, ... the need to
eliminate it as quickly as possible". Most countries'

present policies are a clear reflection of this preoccupa¬
tion. Those still subject to excess demand pressures
(most of the smaller countries and Germany) are still
applying restrictive demand management policies. And
in those countries where excess demand is no longer a
problem, expansionary policies are more cautious than

usual at this stage of the cycle.

Experience of individual countries

A brief summary of some of the main features for
individual countries appears below:

United States: consumer demand under¬

pins the cyclical upswing

There are indications that the earlier switch to

expansionary policies is now stimulating an upturn in
consumer confidence and demand, leading to a more
broadly based recovery than was apparent in the first
months of this year. Some fall in unemployment
should soon be evident although it may still be as
high as 51 per cent at year-end. The balance of
payments position might suggest that if further stimulus

proved necessary to ensure the revival of economic
activity, it should take the form of fiscal rather than

monetary easing.

(J) OECD, Paris, June 1971.

No. 52, June 1971.

See OECD Observer

1968 1969 1970 1971 Continued on page 27

18



OECD AND THE ENVIRONMENT

High priority is given in OECD's programme of work to the study, and where
possible the solution, of problems of the environment as they affect economic
and social development. The following pages outline the reasons for the Organi¬
sation's concern with this aspect of the economy, the steps it is taking to deal
with these problems, and the machinery and methods it employs in this respect.

Articles on specific problems connected with the environment air and water
pollution, urban noise, road research have appeared from time to time in the
OECD Observer. They will be followed by others in future issues dealing with
the work of the various groups taking part in the OECD programme.



OECD AND

THE ENVIRONMENT :

ROLE AND METHODS

Governments have allotted a leading role to OECD
for the study and possible solution of some of the major
problems affecting the environment, looking for results
in three distinct but related fields:

A general acceptance of the concept of notification
and consultation as regards measures taken by indivi¬
dual countries and of the obligation to justify such
measures.

An international "early warning" procedure adopted
by the OECD Council came into operation on 26th
May, 1971, for an initial period of two years; it covers
chemical substances, among them certain pesticides
such as DDT and heavy metals such as mercury,
which could become environmental hazards. Under

the procedure, Member countries will give notice
of measures pending or recently taken to protect
man or his environment which are likely to have
significant economic or trade effects on other
countries. The procedure further enables a Mem¬
ber country which considers it is or will be adversely
affected by a measure taken in another country to
request consultations on the scientific and techni¬
cal justification for it as well as the economic impli¬
cations of the measure.

Agreed international assessment of the nature of the
problem, the options open to governments, their cost
and impact on the economy and trade will serve govern¬
ments as guidelines in decision-making on environ¬
mental problems.

As in other instances, the results of imposing
governmental controls may well be uneven as they
affect, for example, industrial interests as against
those of the public at large: some of them may have
in fact unpopular aspects, especially in their early
stages. Public acceptance of the necessity of such
measures may be eased on the understanding that
they have been considered and agreed at interna¬
tional level.

International consensus on the principles of cost
allocation which would be involved as the result of
measures taken in defence of the environment, as

between the consumer and the taxpayer.
As in the case of other aspects of the environment
problem, little is yet known of what costs are likely
to be. It has been estimated that except in certain
specific cases where costs will be markedly higher
in the automobile industry, for examplethe
cost to the producer is likely to be less than five per
cent of production costs. But this will vary as
between individual factories: anti-pollution mea¬
sures taken by a vigorous, modern firm with the
latest in premises and equipment will clearly prove
less of a burden than those imposed on an old-
fashioned business showing marginal profits.

These are long-term objectiveseven in the case
of the "early warning" system further additions and
modifications are expectedwhich not only call for
action on the international level, but which involve a
multidisciplinary approach. OECD, with its experience
of dealing with a wide range of sectoral aspects of the
economy (agriculture and industry, energy and oil,
manpower and social affairs, science and education

among them) is particularly suited to this role. More¬
over, the membership of OECD, which includes virtually
all the highly-industrialised market economy countries
of the world, means that many of the problems relating
to the environment affect these countries in a more

concentrated form than is the case in less economi¬

cally advanced areas.

The OECD

Environment Committee

The OECD Environment Committee was set up in
1970 to take over the workof a more technical charac¬
ter the former Committee for Research Co-oper¬
ation and to expand the economic and policy side of
OECD work in this field. The Committee consists of

senior officials responsible in their own countries for
planning, co-ordination and operation of environment
policies. In this it supervises and directs the work of
a number of sectoral expert groups (for air, water,
chemicals and the urban environment) or ad hoc work¬
ing parties dealing with problems of specific industries.

The Environment Directorate of OECD's interna¬

tional Secretariat includes a Central Analysis and
Evaluation Unit whose role is to examine and appraise
governmental policies, from the economic point of
view, for the control and prevention of environmental
degradation (see page 21).

The "horizontal" approach of the Organisation to
environment problems is typified by close co-ordina¬
tion of the work of the Environment Committee with
other Committees of OECD dealing with economic
policy, agriculture, industry, energy and nuclear energy.
Joint groups are being formed from these Committees
on such specific problems as pollution caused by the
pulp and paper industry and that of electric power
production on the environment.

The Current Programme

The immediate OECD programme on the environ¬
ment is focused on natural resources and pollution
control, and on improvement of the urban environment,
in addition to the work of the Central Analysis and
Evaluation Unit (see page 21).

Natural Resources and Pollution Control issues are

being studied by ad hoc groups on Air Pollution from
Fuel Combustion by Stationary Sources, in co-opera¬
tion with the OECD Energy and Oil Committees; and
on Pollution from the Pulp and Paper Industry, with the
Industry Committee. Other activities in this field will
be carried out on a sectoral basis on air pollution,
water management and chemicals in the environment.

Improvement of the Urban Environment: the principal
study will be on the impact of the motor vehicle; the
environmental costs of urban growth and the improve¬
ment of the quality of living conditions for urban
populations.

A number of the groups depending on the OECD
Environment Committee are holding their first meetings
during the year. They include the:

Sub-Committee of Economic Experts

Sector Group on Unintended Occurrence of
Chemicals in the Environment

Sector Group on the Urban Environment
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OECD COUNCIL
Permanent Committees

ENVIRONMENT COMMITTEE

SECTOR

GROUP ON

AIR

MANAGEMENT

SECTOR GROUP ON

UNINTENDED

OCCURRENCE

OF CHEMICALS

IN THE

ENVIRONMENT

SUB-COMMITTEE*

I OF ECONOMIC
EXPERTS

(Analysis

Evaluation)

r

OIL

COMMITTEE

I

] | Short term Groups
i	i Maximum : 2 years

SECTOR

GROUP ON

WATER

MANAGEMENT

SECTOR

GROUP ON

URBAN

ENVIRONMENT

ENERGY

COMMITTEE

INDUSTRY

COMMITTEE

AD HOC GROUP

ON THE IMPACT OF

THE MOTOR VEHICLE

ON THE

ENVIRONMENT

JOINT AD HOC GROUP I

ON AIR POLLUTION I

FROM FUEL COMBUSTION

IN

STATIONARY SOURCES I

JOINT AD HOC

GROUP ON POLLUTION

BY THE PULP AND PAPER

INDUSTRY

J l_

* Subject to review in 1972.

Joint Ad Hoc Group on Pollution by the Pulp and
Paper Industry

Ad Hoc Group on the Impact of the Motor Vehicle on
the Environment

New publications in the environment sector will deal
with

Urban Traffic Noise: A Strategy for an Improved
Environment

The Urban Transportation Planning Process

Air Transport Access to Urban Areas

Traffic Restraint and Pedestrianisation in City Centres

Implications of Pesticides and Other Chemicals in
the Environment

Basic Issues in Water Management

First Policy Report on the Air Management Research
Group.

ECONOMIC ANALYSIS AND EVALUATION

The Central Analysis and
Evaluation Unit : functions

and working methods

The whole of the work of OECD on environment

problems must ultimately be related to economic and
social development. A purely sectoral approach-
through the sector and ad hoc groupswould risk

leading to dispersal of efforts and lack of homogeneity.
Means for overall integration of the Organisation's
work in this area had therefore to be provided; such
integration is necessary for a comprehensive view of
environmental problems seen as an entity, and is a
prerequisite for effective incorporation of environmen¬
tal results with the macro-economic work of OECD.

To foster the development of new and improved
methods in this respect, it was decided to set up a
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Central Analysis and Evaluation Unit as part of the
Environment Directorate of the Organisation's inter¬
national Secretariat. The task of supervising the work
of this Unit was entrusted to the Sub-Committee of

Economic Experts (see below).

The main functions of the Unit are:

to consider environmental problems as a total sys¬
tem related to economic and social development;

to determine the basic statistical data needed for

study of environmental problems and policies;

to ensure proper co-ordination in methods employed
within both sector and ad hoc groups;

to study common measures and policies applicable
to different sectors;

to be responsible for liaison with the OECD Depart¬
ment of Economics and Statistics for integration of
results from environmental work in macro-economic

growth studies and for liaison with the Trade Director¬
ate and other parts of the Organisation as appropriate.

In carrying out these functions, the Unit works with
those responsible for each major study made by a
sector or ad hoc group, and assists the groups in
drawing up an initial plan of attack on the specific
problem under study in outlining the sort of policy
options that could be examined and developing the

appropriate methods to be used. Further, it advises
on the social costs and benefits implied in environ¬
mental policy measures; in assessing the relative merits
of different cost-apportionment choices; and in consi¬
dering the relevance, in economic terms, of possible
structural changes in industry to meet higher envi¬
ronmental standards. Methods of analysis appropri¬
ate for environmental problems such as cost benefit
analysis, technological forecasting, econometric work
and systems analysis are included in the Unit's pro¬
gramme of work. In particular, it attempts to assess
the economic effects of implications of different me¬
thods of costing or paying for pollution control, both
in terms of the economic consequences within the
country concernedchoice between taxes, subsidies,
or different forms of incentives or disincentives and

in terms of international implications such as non-
tariff barriers to trade.

Finally, the Unit acts as a watchdog to ensure that
environmental problems are considered as a total
system, and ensures that no important residual aspects
have been neglected. I nail its work, the Unit keeps in touch
with the most advanced analytical thinking in Member
countries and with the principal cent res where economic
analysis and evaluation of environmental problems is
being undertaken.

MACHINERY AND MANDATES

The Environment

Committee

Set up by decision of the OECD Council in July,
1970, for an initial period of five years, the Environment
Committee took over tasks undertaken by the former
Committee for Research Co-operation, whose mandate
was thereby terminated.

Mandate

The Committee is responsible for:
investigating the problems of preserving or improving

man's environment, with particular reference to their
economic and trade implications;

reviewing and confronting actions taken or proposed
in Member countries in the field of environment toge¬
ther with their economic and trade implications;

proposing solutions for environmental problems that
would as far as possible take account of all relevant
factors including cost effectiveness;

ensuring that the results of environmental investi

gations can be effectively utilised in the wider framework
of the Organisation's work on economic policy and
social development.

Sub-Committee

of Economic Experts
Consists of economic experts appointed by Member

governments, each government nominating one expert
only. Set up initially for an experimental one-year
period, at the end of which its tasks, utility and member¬
ship are to be reappraised.

Mandate

Its tasks are:

to advise on and review the work of the Central Ana¬

lysis and Evaluation Unit;
to report to the Environment Committee on economic

matters including trade, and other selected issues
related to major environmental problems, with particular
reference to the multi-disciplinary aspects of these
problems.

SECTOR GROUPS

Sector Group
on Air Management

The Environment Committee, recognising the need to
continue the work on air quality and air pollution control
formerly undertaken by the Air Management Research
Group of the OECD Committee for Research Co-opera¬
tion, and the need to extend and develop this work, set

up the Sector Group on Air Management with the
following:

Mandate

The Group's tasks are:
investigating and defining the problems of control of

air pollution in order to aid in preserving and improving
the quality of air, taking into account essential public
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Problems of control of air pollution in order to aid in preserving and improving the quality of air, taking into account essential public health
and environmental considerations

health and environmentalconsiderationsanddetermining
as far as possible the economic, social and financial
consequences of possible courses of action;

reviewing policies and programmes for air pollution
control and maintenance of air quality;

developing approaches to air quality protection parti¬
cularly for those problems which have international
implications;

developing an adequate basis of information, including
if necessary, the required international research co¬
operation, on which to- base administrative action by
Member countries;

indicating and proposing effective ways and means
for governments to implement air pollution control
policies including assessment of the costs and benefits
of alternative proposals.

Sector Group
on Water Management

Set up by the Environment Committee to continue the
work on water resources formerly carried out by the
Water Management Research Group of the Committee
for Research Co-operation.

Mandate

The Group's tasks are:

investigating and defining the problems of managing
water resources and preserving and improving their
quality, taking into account essential public health and
environmental considerations, and evaluating, as far as
possible, economic, social and financial implications of
possible courses of action;

reviewing and comparing policies and actions for
water resources management and water quality control
taken or proposed in Member countries;

developing concerted approaches to, and suggesting
solutions for, water resources protection and utilisation
problems which have international implications;

developing an adequate basis of information, including
if necessary, the required international research co¬
operation, on which to base administrative action by
Member countries; and

indicating and proposing effective ways and means for
governments to implement water resources management
policies, including assessment of the costs and benefits
of alternative proposals.

(continued on page 24)
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control of use, and disposal of the selected chemicals,
and encourage development of economic evaluation of
all relevant factors wherever possible;

propose, on the basis of the above studies, concerted
approaches to problems which, in respect of use, and
limitation in use of the selected chemicals, have interna¬
tional implications for environment, economy and
trade.

Sector Group on the
Urban Environment

The rapid pace of urbanisation and its economic
social and financial implications, the need for better
living conditions in the cities, and to reflect environmental
quality objectives in urban management and planning
conditions were the factors leading to the setting-up of
this Group.

Mandate

Its purpose is to exchange national experience and to
provide Member governments with information, analysis
and advice concerning:

To study chemicals, as for example pesticides, which may reach
the environment and cause unacceptable effects.

Problems of managing water resources and preserving and improv¬
ing their quality.

Sector Group
on Unintended Occurrence

of Chemicals

in the Environment

The Group's purpose is to study chemicals, as for
example pesticides, which may reach the environment
and cause unacceptable effects as a result of their undue
persistence, distribution through water, air or the food
chain, and their accumulation and/or transformation in
organisms exposed even to low concentrations.

Mandate

The Group will
select for study, on the basis of adequate documenta¬

tion and having regard to the work being done in other
Sector Groups or international organisations, those
chemicals which, when unintentionally occurring in the
environment, could be regarded as having unacceptable
effects on man and his environment;

examine, in relation to these selected chemicals,
methods, including the use of alternative substances,
by which their occurrence could be reduced, and in
particular, the relative costs and effects of these methods;

collate and make accessible to governments informa¬
tion on sources, distribution, occurrence and signifi¬
cance of the selected chemicals;

encourage the exchange of information between Mem¬
ber nations about their practices in respect of use,
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The need for better living conditions in the cities, and to reflect
environmental quality objectives in urban management and planning.

the impact of population and economic growth on the
urban environment; bearing in mind^the effects of social,
institutional and land use factors;

objectives for the improvement of£the urban environ¬
ment and the effectiveness and inter-relationships of
policies and actions for achieving these objectives;

the scale and nature of investment required to meet
future urban growth and to attain alternative levels of
environmental quality in urban areas;

the development and application to urban management
and land use planning of standards, criteria and methods
that incorporate appropriate environmental considera¬
tions.

In its work the Group will concentrate on the economic
aspects of specific problems of particular urgency and
will establish and maintain a close working relationship
with the OECD Economic Policy Committee. It will
also co-operate with other international organisations
which maintain interest in urban affairs.

AD HOC GROUPS

Ad Hoc Group on the
Impact of the Motor Vehicle

on the Environment

Set up by the Environment Committee to conduct a
comprehensive enquiry on the impact of the motor
vehicle on the environment and its implications for
public policy, taking into consideration a wide range of
economic, social and environmental concerns.
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Mandate

The initial phase of the Group's enquiry will be devoted
to the assessment of the problem of automotive air
pollution and noise. The report will :

estimate the trends in the growth of motor vehicle
emissions in urban areas;

identify and evaluate alternative approaches to reduc¬
ing the levels of automotive air pollution and noise and
examine the technology and costs of emission control;

assess the impact of present and contemplated auto¬
motive emission control requirements on government,
the economy, the users and international trade.

The subsequent phase of the enquiry will be devoted
to the assessment of such other motor vehicle-related

problems as are likely to be of concern to public policy
or to have substantial international implications.

Implications for public policy, taking into consideration a wide
range of economic, social and environmental concerns.

Estimation of the probable total atmospheric pollution resulting
from the predicted increase in energy requirements.

Joint Ad Hoc Group
on Air Pollution

from Fuel Combustion

in Stationary Sources

Originally set up by theformerCommitteeforResearch
Co-operation, the Joint Group consists of delegates
appointed by Member governments and reports to the
Environment Committee, the Energy Committee and Oil
Committee.

Terms of Reference

The Group has no formal mandate, but is required to
examine ways and means in which investigation could be
made of the following issues:

quantitative estimation of the probable total atmos¬
pheric pollution resulting from the predicted increase in
energy requirements during the next 20 or 30 years.
This investigation is to consider not only sulphur oxides
as pollutants from combustion of fuel but also other
pollutants such as fine particulates and nitrogen oxides ;

examination of the alternatives open to governments
in relation to abatement of pollution from combustion of
fuels. In doing so the variables in fuel characteristics
and abatement technology are to be taken into account;

assessment of the extent to which energy policy
measures could be framed to maintain emissions within

certain limits of air pollution, and of the economic
implications of imposing such limits.

Joint Ad hoc Group
on Pollution by the

Pulp and Paper Industry

Set up jointly by the Environment Committee and the
Industry Committee, this Group is to be composed of
delegates appointed by interested Member countries
with the object of assessing what is required to protect
the environment from pollution caused by the industry
together with what is needed to ensure industrial and
economic growth.

Mandate

The Group's terms of reference are to:
s evaluate the present conditions of environmental
pollution due to the pulp and paper industry (the nature
of the pollution, characteristics of the disutility resulting
from it; scale of the pollution according to the technical
characteristics of the emissions and the area over which

they extend, in relation to processes used and the
production capacity of the plant in question; classifica¬
tion of the pollutants by degree of danger involved) and
estimate future conditions according to present trends in
the various countries concerned;

examine the techniques currently applied and those
it is envisaged to use to reduce or eliminate this pollution,
and assess their effectiveness and costs;

consider, insofar as is possible in the time available,
government policies for controlling pollution created by
the pulp and paper industry, together with the economic,
trade and financial implications of measures stemming
from such policies;

consider possible concerted approaches to those
problems which have international implications for the
environment, economy and trade.
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(Continued from page 18).
Expurts

B. TOTAL TRADE

OF MAJOR OECD COUNTRIES
3 month moving averages, seasonally ad|usied

billion dollars at annual rates

	 Imports _ Exports

Except for the United States and Canada, the

import figures are on a c.i.l basis, but the

import scale (left! has been adjusted downwards

to take into account the average discrepancy

between f.o b. and c. if.

1968 1969 1970 1971 1972 1968 1969 1970 1971 1972
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Canada: steady expansion underway France: continued expansion

The expansionary policies being followed in Canada
seem to be bearing fruit and most indicators are now

pointing steadily, if not spectacularly, upwards. But

unemployment is declining only slowly and price in¬
creases, which slowed down significantly during the

past twelve months, may rise somewhat faster in the
year ahead.

The growth of output may continue to accelerate

slightly from the fairly satisfactory rate established in
the first months of this year. Increased consumer

demand and public enterprise investment should pro¬
vide much of the stimulus. Policy supports this expan¬

sion, but may be modified from time to time to prevent
excessive inflationary pressures building up.

Japan: uncertain timing of the upswing

Productive investment is growing only slowly, stock-
building is still continuing at very low levels and
industrial production has been nearly flat for nine

months. With policy aimed at expansion, and con¬
tinuing support from export demand, it seems probable

that the Japanese economy will resume its rapid growth

later in the year; but the duration of the stock adjust¬
ment is difficult to predict and a delay in the upswing

could make a large difference to the annual results.

Germany: policy aimed at less inflation

After proving stronger than expected at the beginning

of the year, demand pressures are now easing. Recent
measures have been intended to increase the effect¬

iveness of restrictive policies. But how long a cooling-

off period may be necessary to secure a lower rate of
inflation remains uncertain, and it is quite probable

that consumer prices will rise by more than last year,

although the overall price increase measured by the

International Liquidity and Central Banks'

Investment of officiai funds in the Eurodollar

market, while not a new development, apparently
reached unprecedented levels in 1970, especially
in the second half. The outflow of funds from the

United States resulted in a large accumulation of
dollars by central banks. Normally, such dollars
are held directly with US banks or in the form
of US money market instruments, notably Treasury
bills. But last year, perhaps as a result of rapidly
declining money market rates in the United States,
a significant proportion of these dollars was held
in (or transferred to) the Eurodollar market, either
directly by the central banks in question or through
the BIS.

By itself, the decision of the central bank of
country A to place dollars in the Eurodollar market
leaves the stock of official reserves of that country,

and of the world, unaffected. But by providing
more funds to Eurodollar banks, it allows them to

increase lending to country B, if not to country A
itself. Assuming borrowers in B exchange the
proceeds of the Eurodollar loans into domestic
currency, the central bank of B will see its stock
of dollars increase. Thus the net effect of A's

decision to place funds in the Eurodollar market
is to increase the world total stock of international

liquidity, without a corresponding US official de¬
ficit. US liabilities to foreign official institutions
are shifted from country A to country B, but their
total amount remains unchanged. The net increase

in international liquidity takes the form of dollar
claims of country A's central bank on Eurodollar
banks. Moreover, unless offsetting measures are
taken, the increase in official liquidity is accom¬
panied by a net monetary expansion, since in
country B the money supply and commercial banks'
reserves increase, setting the stage for a multiple
domestic credit expansion, while in country A
both the money supply and banks' reserves remain
unchanged.

The above example assumes a once-for-all de¬
cision by one central bank to place funds in the
Eurodollar market. But other central banks may

well desire to keep a certain proportion of newly-
acquired reserves in the Eurodollar market. Thus,
country B's central bank may place in the Euro¬
dollar market part of the dollars acquired as a
result of the (original) investment by country A's
central bank. The Eurodollar banks are enabled

to grant a new (smaller) extension of credit that
will result in a further gain of reserves by central
banks, and part of this may be re-invested in the
Eurodollar market. The process can continue and
the final quantitative results be important.

In brief, a net increase in official reserves through

the working of the Eurodollar market results from
decisions by official institutions to place funds in
this market. This phenomenon is quite distinct
from the chain of Eurodollar credit expansion and
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GNP deflator may De reduced. At a later stage, it
could turn out that the Government would need to

introduce expansionary measures if it is to avoid

stagnation or possibly a decline in activity in the first
half of 1972.

Italy: much depends on industrial peace

Prospects for Italy are particularly difficult to assess.
While a more rapid growth in demand is clearly desir¬
able, more stable supply conditions would help to
provide a stimulus to demand through their effect on
confidence. The forecast recovery in the growth rate
through this year and into the next would be helped
by an early approval and implementation of the policy
measures now under consideration. But much depends
upon confidence and an improved social climate,

particularly if there is to be the revival in private invest¬
ment demand needed to sustain the projected increase
in output.

United Kingdom: inflation still the major
problem

At present the trend of output remains sluggish,
but the stimulus to growth provided by the Budget
will take effect later in the year. Continuing cost
inflation and high unemployment are likely to continue
to dominate short-term policy considerations over the

next twelve months or so. The timing of any further
stimulus to expansion may depend on how far signs
of a deceleration in the rate of wage settlements have
appeared.

Outlook for trade and payments

Foreign trade is recovering after a short pause
around the turn of the year. For 1971 as a whole,
an increase of 7 per cent in volume is expected, a
figure rather below the longer-run average; this might

correspond (with trade prices increasing by 3 to 4 per

cent a year) to an increase in value of 1 I per cent.

(Continued on page 30) .

Investment in the Euro-currency Markets

increase in privately-held Eurodollar deposits that
can take place as a result of private investment in
the market. However large this private credit
multiplier may be, it will never result in a net
expansion in official reserves unless central banks

intervene in the process by re-depositing in the
market the dollars they acquire when the proceeds
of Eurodollar loans are converted into a national

currency.

A complete treatment of this topic should
obviously deal with many other aspects and possible
feedbacks. Of primary importance among these
is the impact that official placements may have on
Eurodollar rates and consequently on private
demand for and supply of Eurodollars. It may
be argued that, without the supply of official funds,
Eurodollar rates would have been significantly
higher in 1970, and US banks' repayment of Euro¬
dollars larger. The result would have been an

even greater US official deficit with a larger pro¬
portion of the creation of international liquidity
directly ascribed to US capital outflows. Neverthe¬
less, under what would seem normal elasticity
assumptions, the net creation of liquidity (domestic
and international) would have been considerably
smaller without official placements in the Euro¬
dollar market.

In the method of analysis of international liqui¬
dity creation first introduced in Economic Outlook
No. 5 (1), placement of official dollar balances in

the Eurodollar market results in a greater recorded
increase of official reserve assets than in recorded

liabilities to official institutions. It thus entails,

on present statistical practices, official settlement
surpluses exceeding official settlement deficits and
a discrepancy between identified sources and uses
of international liquidity. The residual item was
very low up to 1967, but it increased significantly
in 1968 and 1969 and became very substantial
in 1970.

The analysis has been made in terms of Euro¬
dollars for the sake of simplicity, although it could
by analogy be extended to any Euro-currency or,
for that matter, to any placement of official funds
in any national market. The substantial rise in

central banks' and other official holdings of
Deutschmarks recorded in 1970 also had the effect

of creating official liquidity insofar as German
official reserves rose by the amount of the foreign
official deposits while reserves of the depositor
remained unchanged. In fact, recent action by
some central banks and official institutions has

extended the reserve-creation function (hitherto

confined in practice to the "reserve currency
countries") to any national or international money
market that appears to these institutions to satisfy
best their requirement.

(I) See OECD Observer No. 41, August 1969.
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Table 3

Current balances,
1970 to 1972 I

and longer-run trends

S billion,
Estimates and forecasts

a) Seasonally adjusted, annual rate.

b) Transactions with non-franc coun¬
tries.

c) Secretariat estimates on a transac¬
tions basis.

d) Adjusted for inconsistencies in
recording of intra-OECD transactions.

e) Estimate.

United Kingdom
United States

Reserve currency countries

France l)

Germany

Italy

Belgium-Luxembourg c
Netherlands

Total EEC

Canada

Japan
Other OECD North

Other OECD South

Total OECD

Annual averages

1960-64 1965-69

-0.26

3.35

3.09

1.26

-0.76

-0.43

-0.62

-0.14

2.40

OECD current balance with rest of

WORLD 1.6

-0.16

1.60

1.44

3.16

-0.67

1.05

-0.43

-0.68

3.85

1970 1971

1.51

0.64

2.15

1.10

0.40

1.50

3.4

1.65 e

1.26

2.01

-1.40 e

-0.25 e

5.45 e

2.05

0.90

3.40

-1.35

0.05

6.55

6.4

1972 la

0.8

0.8

0.62 -0.28 -0.10 e 0.10 0.6

0.29 1.00 0.67 0.50 0.6

0.17 2.18 0.81 1.30 1.4

0.05 0.28 0.76 0.60 0.7

0.13 -0.02 -0.47 -0.45 -0.5

2.8

0.5

3.3

-1.3

-0.3

5.8

61

(See chart B for individual countries' experience.)
The important improvement that took place in 1970

in the pattern of major countries' current balances has
been halted. (See table 3). With changing relative

conjunctural positions and the tapering-off of the effects
of some of recent years' parity changes, little further
progress can be expected in the immediate future.
The surpluses of the United States and United Kingdom
may start to be eroded; while that of Japan is expected
to grow substantially. The exchange rate moves of
May 1971 are expected to exert little impact on current
development in the period under review.

CAPITAL FLOWS AND

INTERNATIONAL LIQUIDITY

With closer alignment of monetary conditions on
both sides of the Atlantic and with the help of the

recent exchange rate actions, the patterns of short-term

capital movements could change considerably over the
next twelve months. Much will depend on confidence

factors; but, assuming there is no further speculation,
the official settlements balance of the United States

should now begin to improve, particularly if earlier
speculative outflows are reversed.

The large official settlements deficits of the United
States, added to the two first instalments of SDR

creation, have contributed to very sizeable increases in

the total stock of official international liquidity in the

last seventeen months. The policy of investing central

banks' currency holdings in the Euro-currency market
was a further source of international liquidity, reaching
sizeable proportions in 1970 (see insert). There is of
course no reason why, in principle, the Euro-currency
markets or national markets other than the traditional

"reserve centres" should not occasionally play the role
hitherto reserved to the latter. But since collective

action for reserve creation has been agreed upon and

international co-operation has been extended to the
surveillance of traditional sources, central bank activ¬

ities in this important new field deserve careful con¬
sideration and management. A cessation, or some
reversal, of central bank investment in these markets,
added to the expected improvement in the official
settlements position of the United States, could help
to keep the growth of international liquidity over the
next twelve months within more modest proportions.

While the next twelve months may witness an easing

of the recent difficulties created by mobile capital flows,

a large potential problem will persist. The problem
is many-sided, and is directly connected with the
accelerating trend towards closer international econo¬
mic relations of all sorts. One of the important issues

is the constraint that mobile capital places on indepen¬

dent use of monetary policy and the problem of recon¬

ciling some national monetary independence with an
appropriate degree of currency convertibility and
freedom of external transactions.
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THE IMPACT

OF THE AUTOMOBILE

ON THE ENVIRONMENT

A comprehensive inquiry into the impact of the motor vehicle on the environment and its implications
for public policy will be undertaken by a new ad hoc group of OECD's Environment Committee. The
results of the first phase of this study will be ready early in 1972.

In the following article, Kenneth Orski, head of OECD's Division of Orban Environment, outlines the
complex policy problems posed by the widespread use of the motor vehicle.

Throughout the postwar period, the motor car has
enjoyed a phenomenally successful period of

growth and has become both an object of
personal adulation and a symbol of contempo¬

rary affluence. Today, society's dependence on the auto
has never been higher and the forecast is for continued
growth in the coming decade. Yet there are signs that
public attitudes towards the car are changing : the auto¬
mobile is no longer accepted uncritically as an unmitigated
blessing. Concern about pollution, the rising toll of
highway accidents and the adverse impact of the auto on
people's lives the isolation of those who have no access

to the automobile, for example is growing. The feeling
is becoming widespread that development of the auto-
highway system must not be determined solely by its
immediate utility to its sponsors and users but must be
guided by considerations that respect a broader range of
human needs.

Tightening Up on Safety

Among the early manifestations of the new social,
political and psychological climate, one may expect
greater emphasis on stringent safety regulations. In some
countries notably the United States, Sweden and

Canada the move to tighten automobile safety has
already begun. The main thrust of the US effort is directed

at protecting the car's occupants from serious injury during
collision by increasing the " crash-worthiness " of auto¬
mobiles. Recently, the safety requirements have been
extended to include the protection of the vehicle itself from

damage. The goal of the US safety programme is to
eliminate passenger vehicle damage below 10 m.p.h. and
to assure the survival of occupants in collisions at up to
50 m.p.h. The approach calls for a combination of vehicle
innovations including structural design changes, " passive
restraints" (such as air bags) and interior design protec¬
tion. According to a recent announcement, the first proto¬
type "safety car" has been produced.

Reducing injury in crashes is of course only one, and
not necessarily always the most cost effective, alterna¬
tive. Other approaches include accident avoidance (for

example, through improved anti-skid braking systems),
better post-accident care, stricter safety inspection laws
and enforcement, improvements in highway design and
driver education.

Reducing Emissions

The 1 970's will also see the implementation of a system¬
atic attack on emissions from automobiles. A wide

array of policy mechanisms can be brought to bear on this
problem. One approach would be to provide industry
with incentives to develop less polluting cars; such incen¬
tives could take the form of research and development
grants, accelerated depreciation of company-financed
developmental efforts, or government procurement policies
favouring motor vehicles with low polluting characteristics.
Another approach might consist of the use of economic

penalties or " disincentives ". For example, governments
could levy a special tax on auto manufacturers, directly
proportional to the emission characteristics of the vehicles

sold which would provide the industry with an incentive
to develop low-emission technology. A third approach
might take the form of emission standards.

Developments in Europe, the United States and Japan
show that this latter approach has been universally embrac¬
ed as the preferred mechanism to bring about reductions
in emissions. In the United States, for example. Congress
enacted late last year legislation under the terms of which
standards must be set which require a reduction by 1975
in carbon monoxide and hydrocarbon emissions of at least

90 per cent from the 1 970 levels and an equal reduction in
nitrogen oxide emissions a year later (with the possibility
of a one-year extension). Japan and Sweden contem¬
plate substantially similar standards to take effect after
1975. In Europe, the Common Market has issued a direc¬
tive whose effect would be to require a reduction of some
40 per cent in carbon monoxide and hydrocarbon emis¬

sions (but no reduction in the emissions of nitrogen oxide)
by 1972.

Efforts to comply with the future emission standards are

being pursued along two lines : the first strategy
favoured by the automobile industry consists of " clean¬

ing up" the internal combustion engine by redesigning it
or adding special control devices which would prevent
combustion by-products from being released into the
atmosphere. The second strategy involves the develop¬
ment of unconventional low-emission power systems
essentially alternatives to the standard internal combustion

engine. Some eight generic concepts are competing for
attention, including the gas turbine, the Rankine cycle
(steam) engine, the Wankel rotary engine, the electric
battery-powered system and the Stirling engine.

(Continued on page 32) .
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Assuming that the requisite technology could be deve¬
loped by 1975-76 and no one as yet claims to have
done so the ability of the industry to turn out a reliable,
mass-produced, unconventional power system free of
technical "bugs", is still open to doubt. Although each
of the unconventional alternatives has found its propo¬

nents, none of them is seen by the manufacturers to pose
a serious short-range threat to the internal combustion
engine.

In the longer term, one or more commercially feasible
alternatives are bound to emerge, conceivably a hybrid
vehicle with electric propulsion and a small non-polluting
power source to charge the batteries, but their introduction
is likely to be progressive.

Complicating the problem of emission control is the
issue of lead compounds in gasoline. Lead contributes to
the contamination of the environment and, according to

some, is reaching biologically significant levels. It also
deteriorates the performance of catalysts used in emission
control devices; for effective use of the advanced catalytic

converters, the lead content of gasoline should be near
zero. The lead issue illustrates the highly complex nature

of the trade-offs involved in pollution control. Techni¬

cally, the removal of lead from gasoline poses no great
problems. However, the performance of many vehicles
particularly those with high compression engines would
suffer greatly from the use of unleaded low-octane gaso¬
line. Aromatic compounds could be blended into the
gasoline to increase the octane levels in the absence of
lead, but these could increased hydrocarbon emissions

and might raise the price of gasoline.

Lowering the Noise Level
A third factor which the automobile may have to

contend with in the 1970's is increased pressure for the
reduction of traffic noise. Noise emitted by motor vehicles

is not, nor is it likely ever to become, a threat to health.
Nevertheless, in recent years noise levels in urban areas

have reached sufficiently high levels and have begun to
affect sufficiently large numbers of people (including

residents of heretofore quiet suburban areas) to generate
numerous complaints. Governments of several OECD
countries have taken note of this situation and have singled
out noise as a matter requiring priority attention.

Although significant reductions in noise emissions of
both the passenger car and commercial vehicles appear
technologically achievable, it is unlikely that the automo¬
bile industry would take the initiative to lower noise emis¬
sions in the absence of appropriate standards. It is for

this reason that a recent OECD report, approved by the
Council, urged Member countries to enact noise emission
standards and to make them progressively more stringent
to reflect evolving advances in noise reduction techno¬
logy (1).

The Economic Impact
How much will the new standards add to costs? Est¬

imates vary widely, ranging from 5 to 20 per cent of the
current cost of automobiles, with the smallest cars suffer¬

ing proportionately the largest cost penalty. Whether
these increases will be at least partly absorbed by the auto
manufacturers for example, by stretching out the fre¬

quency of model changes, or by reducing other non-essen¬
tial expenditures remains to be seen. In any event, it

would seem likely that the major portion of the cost of
safety and emission requirements will be passed on to the

consumer. What effect a higher purchase price will have
on the auto buyer remains unclear. Such studies as have
been made indicate that the demand for automobiles

varies less than proportionately with fluctuations in price.
This would merely confirm common sense judgement :
few owners are likely to forego the purchase of an auto¬
mobile because of higher prices; in most cases the auto

has become too necessary an adjunct to daily life to be
given up completely. Thus, the direct effect of an increase
in the automobile's purchase price might prove to be small

particularly as regards the bulk of the market, represented
by purchases of replacement vehicles. But a rise in price

coming on top of the mounting cost of automobile
repairs and insurance may affect the market for second

cars, prompt auto users to shift to smaller, less expensive

models and to hold on to them for a longer time than
before. All this would have an indirect impact on sales

and profits.

Industry and auto users may not be the only parties to

suffer negative financial consequences. Public authorities

may be forced to establish an extensive system of inspection
facilities to assure that vehicles in use do in fact comply
with the standards throughout their useful life. The cost
of setting up and administering such a mandatory periodic

inspection system may turn out to be quite high.

Restraints on Auto Use

Control at the source is the most obvious approach to
attacking the automotive air pollution problem. But it is
not the only approach; nor is it even clear that it would

always be the cheapest or the most effective one.
In the first place, emission control, if applied only to

newly sold vehicles, will have only a gradual effect on

reducing the total quantities of emitted pollutants, since
it takes over 10 years to replace totally the existing stock
of motor vehicles on the road. In the meantime, additions

to the vehicle population might offset some of the pro¬

gress in emission abatement. One solution would be to
retrofit all vehicles with control devices, but no one at this

point is ready to suggest this as a feasible course of action.

Secondly, it must be kept in mind that the ultimate goal

of pollution control is not to reduce the aggregate quantities
of emitted pollutants but to prevent the occurrence of air

pollution in concentrations and durations which might

endanger human health or welfare.
To do this, " location-specific " control measures

such as reducing motor vehicle use in severely affected
urban locations may turn out to be a more appropriate
method of attack in some circumstances, particularly in

countries where the number of cities with serious pollution
problems and atmospheric inversion conditions is limited.

Among the possible means of implementing such a
policy, voluntary reduction in auto usage should probably
not be counted on, although it has been tried during
" smog alerts " in Los Angeles, with what have been
claimed as surprisingly effective results.

More practical might be economic " disincentives ",
including various schemes in which the driver is assessed a
" user charge " for employing vehicle-related services or
facilities. Taxes on fuel, parking fees and tolls on bridges

and highways are the simplest and most prevalent kinds of
disincentives (although their primary aim to date has been
to raise revenue rather than to discourage vehicle use).
More elaborate schemes, known under the generic name of

(I) Urban Traffic Noise : Strategy for an Improved
Environment (1971). See OECD Observer, April 1971.
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THE STATE OF MOTORISATION IN OECD COUNTRIES-1970

Total motor vehicle population
(in thousands) Number of passenger noao network (kms)

Passenger Commercial 1 ,000 inhabitants Uncontrolled Controlled
cars vehicles Access (000) Access

Austria 1,197 408 162 94 440

Belgium 2,053 268 213 92 430
Canada 6,700 1,715 281 840 2,650
Denmark 1,177 146 239 62 160
Finland 700 110 146 72 110
France 1 2,470 1,900 246 783 1,540
Germany 13,941 1,166 230 410 4,110
Greece 195 107 22 35 10
Iceland 37 7 185 11 0
Ireland 389 49 130 86 0

Italy 10,200 927 188 282 3,910
Japan 8,779 9,047 85 1,006 640

Luxembourg 91 13 268 5 10
Netherlands 2,500 338 192 48 980

Norway 747 157 191 72 80

Portugal 600 76 62 37 70

Spain 2,378 717 71 138 270
Sweden 2,288 156 286 173 380
Switzerland 1,388 142 221 60 300

Turkey 129 139 4 50 0

United Kingdom 11,810 1,850 211 339 1,000
United States 83,909 19,127 433 5,963 51,040

HOUSEHOLDS WITH AT LEAST

ONE CAR (%)
- 1966

TRAFFIC VOLUME IN MILLION

VEHICLE-KM (CARS + BUSES +

GOODS VEHICULES) 1968

Italy 37 %

Netherlands 38 %

Belgium 42 %

Germany 43 %

Austria 44 %

United Kingdom 45 %

Switzerland 46 %

France 48 %

Denmark 50 <. 'o

Sweden 62 %

United States ^^^B ?8 %

Norway

Finland

Belgium

Denmark

Austria

Spain

8,287

1 3,850

1 17,448

I 19,490

| 22,129
I 26,430

Netherlands 36,250

Italy 106,674

Canada 24,131

France 136 765

Japan 164,421

United Kingdom 185,797

Germany 220,000

United States //1 ,61 3,000
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" congestion pricing ", would involve charging drivers fees
for entering congested, downtown areas, assessed accord¬
ing to the level of congestion prevailing at the time of entry.

The concept of congestion pricing has fascinated econo¬
mists for a number of years. Although considerable
research has gone into the assessment of its technological
feasibility and its effects on reducing congestion, the whole
issue remains at present academic since no one has ever
attempted to see how such a pricing scheme would work
in practice. Only full-scale experiments could answer
such questions as whether road pricing is politically
feasible.

Traffic Bans

In recent years the move to establish vehicle-free zones
in urban areas has gained considerable momentum.
Besides the highly publicised experiments in Rome,
Tokyo, and New York City, over 100 cities in OECD
countries have taken some steps permanently to exclude
traffic from local areas. By far the most ambitious projects
of this kind are contemplated in Essen and Vienna, where
large portions of the central city might eventually become
car-free zones. Experience in cities such as Cologne,
Norwich, Rouen and Copenhagen, which have permanent¬

ly banned traffic from their shopping districts, has shown
that both shoppers and merchants react positively after
initial scepticism. Where "before-after" measurements
have been made, impressive improvements in ambient air
quality have been observed.

Vehicle-free, pedestrianised zones are feasible where
a relatively small surface area is involved. For larger zones,
mechanised pedestrian aids would be necessary, but
these have not been sufficiently developed for wide-scale

application. Hence, if pollution is to be reduced more
extensively than just in particular locations, other traffic
restraints must be considered. One such scheme in

effect in Gôteborg involves the erection of physical
barriers between different sections of the central district

so that traffic can no longer move across the city but
must go around it, using a ring road. Although the
scheme was introduced primarily to alleviate centre city
congestion, significant spin-off benefits in the form of
reduced air pollution levels have been reported (2).

Gôteborg's experience points up a significant lesson :
even though many of the traffic restraints might not be
justified on the grounds of pollution control alone, they
may become cost effective when the added benefits of
reduced congestion are factored into the equation.

Encouraging the Use
of Mass Transit

Finally, attempts can be made to achieve the goal of
reduced pollution by inducing auto users to switch to
public transport preferably of the non-polluting kind.
The success of this strategy depends on the elusive goal
of devising a system of incentives whereby the auto user
would find it more advantageous to use mass transport
than his own car. Economic incentives in the form of

reduced transit fares do not offer much promise. Avail¬
able evidence indicates that the typical driver parti¬

cularly the commuter is not very sensitive to this kind
of inducement, and that even free transit services might
divert too few motorists to make any difference. Indeed,
there are those who claim that no incentive is strong enough

to persuade the automobile owner to leave his car at
home. However, this view is increasingly challenged by

empirical evidence. Recent experience in a number of

cities indicates that commuters will in fact switch in

significant numbers to public transport if they are provided
with the right kind of service. The recent experiment in
Washington DC, for example, which has express buses
travelling on their own right of way alongside bumper-to-
bumper traffic, and saving commuters up to 30 minutes
each way, has been pronounced a decided success :
within five weeks, ridership on buses had increased 35 per

cent and is still climbing. When the busway is fully
operative, it is expected to remove the equivalent of
3,500 cars from the traffic stream.

The success of this experiment illustrates that improve¬
ments in public transport do not need to wait until the
twenty-first century; they are well within the present
state of the art.

Speeding Up the Traffic
Emission control and restraints on auto usage do not

exhaust the full range of mechanisms for vehicular pollu¬
tion abatement. Since vehicles cruising at a constant

speed emit relatively fewer pollutants than stop-and-go
traffic (during deceleration, for example, hydrocarbon
emission rates are nine times the cruising rates), improving
the traffic flow would also have a beneficial effect on air

pollution levels.
It would remain to be seen whether the lower emissions

resulting from decongested traffic would not be quickly
offset by greater auto usage.

Urban and highway design offer yet another weapon
in the arsenal of pollution control. Through deliberate
land use planning one can minimise the separation of
residential and employment areas and thus reduce the
level of urban travel. Also, proper highway design confi¬
guration and location could help distribute emissions in a
more favourable manner, increase the rate of dispersion of

pollutants and reduce the exposure of people to vehicle
pollution.

The effectiveness and costs of the different approaches

to pollution control can be only roughly compared without
considering specific situations. The various approaches
should not necessarily be looked upon as either/or altern¬
atives, but rather as complementary tools of a compre¬

hensive policy for pollution abatement which embraces
transportation policy, urban planning and emission
control.

Disposal of the Hulks
Even if an entirely " clean " and noiseless automobile

were eventually developed, motor vehicles would still
continue to pose a host of difficulties. One of these is
the problem of junked and abandoned vehicles.

Abandonments represent only a small fraction of the
number of vehicles retired, but the numbers are already

large enough to cause concern. In the United States, for
example, some 1.6 million vehicles were abandoned in
1968, of which one million were abandoned on public

property. If this trend continues, it is estimated that
nationwide abandonment in the United States will total

2.6 million vehicles a year by 1975 and 3.6 million a year
by 1980 (3).

The vehicle scrap problem is equally urgent, as mani¬
fested by the overflowing junkyards and auto graveyards.

(2) " Restricting Vehicle Use in Urban Areas : Practical
Experience in OECD Cities ". OECD, 1971.

(3) George E. Kanaan, Debris of the Motor Age, Traffic
Quarterly, July 1970.
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The disposal or reclamation of these discarded hulks

presents a problem because of the low quality of auto scrap
as compared with scrap from other sources, and because
of reduced demand for ferrous scrap due to technological
shifts in steel-making techniques.

Various solutions have been proposed. A special
deposit could be required at the time of purchase of a new
vehicle, to be refunded to its owner upon presentation of
proof of delivery to a wrecking yard or other officially
designated receiving point. Similarly, subsidies could be
provided to assist scrap processors in disposing of vehicle
hulks, the subsidies to be financed out of a special "dis¬
posal tax " on new cars. Such a tax, just as safety or
pollution control, may be justified as the price that auto
users must pay for the undesirable external effects of their
activities.

Other Costs of Auto Use

Another cost of motorisation is the wasteful use of a

scarce urban resource : land. Some 10-15 square metres
of space are needed for every parked car, and there are
cities which already devote between 10 and 20 per cent
of their land in central areas to satisfying parking needs.

Still another price to be paid for a highway-dominated
system might be the growing isolation of the earless in an
increasingly mobile society. Previous experience has
shown that as new urban highways are built, the trend
towards auto usage increases and the use of public transit
declines. Transit fares are raised in an attempt to compens¬
ate for lost patronage, and service is cut. This encourages
an even greater shift to the private car, with still further
increases in fares and reduction of public transport service

the familiar downward highway-transit spiral. For
those who have access to an automobile, the pattern is of
little consequence. But those who are earless the poor,
the elderly, children too young to drive and the handicapped

find themselves increasingly cut off from urban opport¬
unities.

These and other similar considerations are having a
profound influence on public attitudes. Almost univer¬

sally, cities are seeking more balance in their transportation
systems, giving more attention to the social and environ¬

mental factors in their decisions. Most attempts are quite
modest : a more sensitive treatment of urban freeway
design, attempts to think of people rather than vehicle
flows in traffic engineering, improvements in the avail¬
ability and quality of existing mass transit service to make it
more appealing to the users.

Other, more innovative alternatives to the private auto
are, however, being actively explored. " Demand-respon¬
sive " public transportation systems designed to serve a
dispersed pattern of trip origins and trip destinations in
low-density suburban areas could well make their appear¬
ance before the end of the decade. So could certain forms

of automated " personal transit " and " people movers "
for high-density areas.

No single solution is likely to suffice, and the combina¬
tion of approaches that will produce the best overall results
will vary widely in different cities depending on such
critical factors as their size, their topography, their resident¬
ial densities, their pattern of growth and a host of other
factors. For one thing, no single system can meet the
needs of all urban residents : a system that serves the
commuters well may prove seriously deficient as regards the
residents of the central city. Furthermore, the goals which
cities hope to achieve may influence heavily the choice of
transportation systems and services : a city which seeks

to preserve a strong vital centre will want to adopt a diffe¬
rent transportation strategy from a metropolitan area whose
aim is to quicken the dispersal of activities to the suburbs.

The social and political pressures for curtailing passen¬
ger automobile use and promoting other forms of transport
are likely to grow everywhere. Because of these pressures,
the automobile industry is giving increasing attention to
the need to diversify and to exploit the expanding markets
for different types of transportation services. In time, the
motor vehicle industry may become a supplier of a wide
range of transportation products, each serving a more or
less specialised function motor vehicles for inter-

suburban and inter-city travel, pedestrian circulation sys¬
tems for central business districts and other dense activity
centres, public motor vehicle service for low-density intra-
suburban travel, and perhaps specially designed
" city cars " to provide personal transportation service
within central cities.

International Implications
The desire to render the motor vehicle more compatible

with the environment has a number of international

implications. Conditions and public opinion in different
nations may require a different degree of environmental
control. At the same time, the principle of free and
unfettered trade would seem to argue against a multiplicity
of different national standards. Within the Common

Market steps have been taken to prevent disparate stan¬
dards from interfering with trade in motor vehicles. For

example, beginning in 1971 no motor vehicle may be
excluded from commerce by any Common Market signa¬
tory country providing it meets certain minimum noise
and emission requirements.

Another potential international implication of emission
standards has to do with the allocation of costs. If one

nation should implicitly " internalise " the cost of emission
control (i.e. require it to be borne by the buyers in the form
of higher purchase price) while another nation allocates
this cost to the general public in the form of higher taxes,
there might arise a distortion in the competitive position
of the auto industry in the two countries. While there are

as yet no signs that any government intends to adopt the
second alternative, questions have been raised about the
desirability of seeking international agreement on uniform
methods of allocating the cost of automotive emission
control. (It should be noted that this problem is not
peculiar to automotive pollution control ; it arises whenever

an additional cost is imposed upon an industry by regulat¬
ion or legislation, whether for environmental protection or
for other reasons).

* *

Thus the motor vehicle is increasingly giving rise to two
complementary concerns : 1 ) The growing number of
motor vehicles in urban areas are contributing more and
more to the deterioration in the quality of the urban env¬
ironment; and 2) The measures taken by governments to
protect the environment against the detrimental side effects
of motorisation may prove to be costly and to have import¬
ant implications for industry and international competition.

The aim of the OECD investigation is to respond to both
of these concerns : on the one hand to help governments
develop alternative strategies, tailored to the environmental,
social and transportation needs of urban populations; and
on the other hand to call to the attention of governments
the economic and international implications of national
legislation designed to control environmental side effects
of motor vehicles.
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LATEST LABOUR

New figures concerning the labour force in the OECD countries appear in " Labour Force Statistics,
1958-1969 ". Information is provided for the main categories in each country : population, total and
by age group, components of demographic changes over time, total labour force, and total employment.
This last category is divided up into the three main sectors of economic activity. The table below gives
some of the figures published.
In addition, changes in the labour force are analysed in their different aspects, e.g. the proportion of the

Total Total Civilian

Figures in thousands
Population Active Population Employment

1958 1969 1958 1969 1958 1969

Canada 17,120 21,089 6,257 8,259 5,706 7,780

United States 174,882 203,213 70,275 84,239 63,036 77,902

North America (millions) 192.0 224.3 76.5 92.5 68.7 85.7

Japan 91,580 102,380 43,870 50,980 42,980 50,400

Austria 6,987 7,373 3,385 3,272 (3,216) (3,145)

Belgium 9,053 9,646 (3,699) 3,866 (3,464) 3,683

Denmark 4,515 4,893 (2,034) 2,367 (1,891) 2,294

Finland 4,360 4,705 (2,074) 2,219 (1,994) 2,116

France 44,789 50,325 19,863 20,887 18,823 19,967

Germany 54,292 60,848 26,310 27,001 25,357 26,337

Greece 8,173 8,835 (3,527) (3,805) (3,289) (3,662)

Iceland 169 203 (67) (79) (67) (79)

Ireland 2,853 2,921 1,141 1,127 1,060 1,061

Italy 49,476 54,120 21,730 19,778 20,000 18,678

Luxembourg 310 338 (134) 140 (134) 140

Netherlands 11,187 1 2,873 4,160 4,687 3,899 4,477

Norway 3,525 3,851 1,453 1,538 1,383 1,474

Portugal 8,725 9,583 (3,204) 3,296 (3,102) 3,109

Spain 29,798 32,949 (11,896) 12,593 (11,643) 12,243

Sweden 7,409 7,969 (3,536) 3,895 (3,476) 3,821

Switzerland 5,199 6,224 2,399 (2,740) 2,399 (2,740)

Turkey 25,983 34,375 (12,673) (14,024) (12,113) (13,519)

United Kingdon 51,870 55,643 24,682 25,802 23,656 24,904

OECD Europe (millions) 328.7 367.7 148.0 153.1 141.0 147.4

OECD total (millions) 612.3 694.4 268.4

	

96.6 252.7 283.5

.
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FORCE STATISTICS

population of working age (15-64 years) in total population, the percentage of women and salaried
employees in civilian employment, the role of international movements of workers in the demographic
pattern of emigration and immigration countries. Tables and charts for the OECD countries as a whole
or for individual countries are shown in standardised form. They indicate the general trends which have
been apparent over the last twelve years as well as national positions as compared with these trends.

*

Agriculture Industry Other Activities Indexes 1969 (1958 - 100)

1958 1969 1958 1969 1958 1969
Total

Population

Civilian

Em¬

ployment
Agriculture Industry

Other

Activities

817

5,586

636

3,606

2,014

21,199

2,510

26,253

2,875

(36,251)

4,634

(48,043)

123

116

136

124

78

65

125

124

161

133

6.4 4.2 23.2 28.8 39.1 52.7 117 125 66 124 135

14,080 9,460 11,880 1 7,670 17,020 23,270 112 117 67 149 137

865

(324)

(380)

(803)

4,455

3,978

(1,898)

(17)

407

6,974

(24)

495

320

(1,360)

(4,897)

(554)

299

(9,620)

(1,057)

(602)

191

272

519

3,009

2,533

(1,765)

(15)

301

4,023

16

340

217

978

3,754

335

(200)

(9,750)

730

1,273

(1,645)

(724)

(596)

7,346

12,083

(589)

(23)

243

7,077

(58)

1,631

490

(885)

(3,662)

(1,456)

1,173

(1,155)

(11,570)

(1,250)

1,652

884

733

8,101

12,936

(823)

(29)

315

8,049

64

1,861

543

1,105

4,544

1,543

(1,421)

(1,567)

11,666

(1,078)

(1,495)

(787)

(595

7,022

9,296

(802)

(28)

410

5,949

(52)

1,773

573

(857)

(3,084)

(1,466)

927

1,338

(11,029)

(1,293)

1,840

1,138

864

8,857

10,868

(1,074)

(35)

445

6,606

60

2,276

714

1,026

3,945

1,943

(1,119)

2,202

12,508

106

107

108

108

112

112

108

120

102

109

109

115

109

110

111

108

120

132

107

98

106

121

106

106

104

111

118

100

93

104

115

107

100

105

110

114

112

105

70

59

72

65

68

64

93

88

74

58

67

69

68

72

77

60

67

101

69

98

100

122

123

110

107

140

126

130

114

110

114

111

125

124

106

121

136

101

120

123

145

145

126

117

134

125

109

111

115

128

125

120

128

133

121

165

113

38.7 29.6 53.7 59.1 48.6 58.8 112 105 77 110 121

59.2 43.3 88.8 105.5 104.7 134.8 113 112 73 119 129
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THE CHANGE

IN EDUCATIONAL NEEDS

OF THE DEVELOPING WORLD

And The Role of Development Assistance

An estimated ten per cent of the total bilateral assistance to developing countries provided by members
of OECD's Development Assistance Committee is directed to educational programmes. This aid
flow financed the work of nearly 60,000 educational experts and nearly 80,000 students and trainees
from the developing world in 1969.
In recent years, the DAC has recognised the great importance of education in the development
process by holding a series of meetings dealing with the problems of assistance to education, including
those of specific regions and branches of education. The conclusions drawn up at these meetings,
as well as material prepared as background for the discussions, and brief descriptions of the educa¬
tional aid programmes of individual DAC Members, are included in a report entitled C( Aid to
Education in Less-Developed Countries" (1).

(1) Copies are available from OECD's Development Assistance Directorate.

The educational needs of the developing
countries are undergoing important changes,
both quantitative and qualitative, and there
is a corresponding need for change in the

programmes of assistance to education (2).
When educational problems first became a matter

of concern for donor countries and international

agencies, a large number of less developed countries
had just attained independence, and their govern¬
ments had accepted as one of their foremost tasks
the expansion of educational systems in réponse to
the recognition of every individual's right to educa¬
tion. Throughout this period there was a tendency
for aid to be provided in response to a wide range of
urgent requests from less developed countries without
being clearly oriented towards precise educational or
social goals.

Since then (1950 to 1965), quantitative change has
doubled school enrolments in the developing countries
and vastly increased the proportion of resources de¬
voted to education on the part of the developing
countries themselves: in 30 countries with an average
per capita income of $300, 3.8 per cent of GNP was
spent on education in 1965 as against 2.9 per cent in
1960. Educational expenditures have become a
heavy burden on state budgets, especially if account
is taken of the pressing demands made on public
revenues by other basic needs.

The rapidity of educational expansion has been due
to certain special factors such as the low base from
which it started and the demographic explosion.
Thus, despite the rapid growth, there are parti¬
cularly in tropical Africa still large numbers of
children outside the school system (see Table 1), and
for some time to come, the number of illiterates will
continue to grow alongside the number of those who
are literate. Demographic, social and political pres

sures in developing countries for quantitative expan¬
sion can therefore be expected to continue.

The large quantitative expansion in education has,
however, reached the point at which many of the less
developed countries now feel the need for a reorien¬
tation of their educational systems and for a reform
of content. Universal education as an end in itself

remains the ultimate goal but has recently received
less emphasis than certain other problems: improved
quality, better planning and the adaptation of curri¬
cula to the real cultural and economic needs of I he

developing societies.
The rapid expansion of schooling that has taken

place so far has been based very largely on a conti¬
nuation of the systems established in colonial times
which are no longer seen as corresponding to the real

(2) The Strategy for the Second Development Decade refers
to education in the following terms :
" Developing countries will formulate and implement education¬
al programmes taking into account their development needs.
Educational and training programmes will be so designed as to
increase productivity substantially in the short run and to
reduce waste. Particular emphasis will be placed on teacher-
training programmes and on the development of curriculum
materials to be used by teachers. As appropriate, curricula
will be revised and new approaches initialed in order to ensure
at all levels expansion of skills in line with the rising tempo of
activities and the accelerating transformations brought about
by technological progress. Increasing use will be made of
modern equipment, mass media and new teaching methods to
improve the efficiency of education. Particular attention will
be devoted to technical training, vocational training and retrain¬
ing. Necessary facilities will be provided for improving the
literacy and technical compétence of groups that are already
productively engaged as well as for adult education. Developed
countries and international institutions will assist in the task of
extending and improving the systems of education of developing
countries, especially by making available some of the educa¬
tional inputs in short supply in many developing countries and
by providing assistance to facilitate the flow of pedagogic
resources among them ".
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1. ENROLMENT RATIOS IN PRIMARY

AND SECONDARY EDUCATION

FOR SOME OF THE LARGEST

DEVELOPING COUNTRIES

(Percentage enrolled of corresponding population
of school age as defined for each country)

1950 1960 1967

Algeria 12 22 40

Argentina 51 58 76

Bolivia 20 31 57

Brazil 22 37 61

Congo-Brazzaville 18 43 86

India 19 31 40 (1)
Indonesia 21 33 41

Iran 13 24 40

Kenya 19 35 37

Korea (South) 43 52 74

Morocco 9 21 32

Pakistan 16 20 31 (2)
Peru 34 41 80

Sudan 4 9 16

Thailand 38 46 56

U.A.R. 7 14 23

Source : UNESCO Statistical Yearbook, 1969.

Note : Ratios for 1950 and 1960 are unadjusted and for 1967
adjusted. The adjusted figures are somewhat higher than
the unadjusted ones.

(1) 1965. (2) 1966.

needs of the new generations. At the same time the
pressure on strained resources makes it imperative
that the unit costs of education be contained and,
if possible, reduced.

Some of the Qualitative Problems

In the primary schools where the largest increase
in enrolments has taken place, this progress has to
some extent been eroded by very high drop-out rates
and repeating of grades. It is estimated for instance
that in Africa at present less than 20 per cent of the
primary school age population reaches the sixth grade
- usually the last in the African system and that
about one-third of the children drop out the first
year. There is a cruel dilemma between, on the one
hand, an automatic promotion system which allows
the poorer students to go on at the cost of a decline
in quality, and, on the other, the additional expense
caused by large-scale repeating of grades.

In many developing countries up to one-third of
the pupils in each grade of the primary school system
are repeaters. There are several reasons for this unsa¬
tisfactory and costly state of affairs, and one is the
frequent underqualiflcation of teachers, but more
important is the fact that the content of primary
education is often wholly inappropriate to the way
of life of the children and their families. This latter

point holds true also for secondary and university
education, where enormous efforts have been made by
the developing countries, and where total enrolments
in 1967 were four-and-a-half times higher than in
1950.

On all three levels, despite the massive expansion
of enrolments and the creation of many new schools
and universities in the last two decades, existing
educational structures have remained highly inflex¬
ible, though the need for re-structuring, re-orientation
and reform has gained increasingly wide acceptance.
A number of countries have made a remarkable

effort to reform their entire educational system at
all levels. Nevertheless, in many developing countries
there are serious shortages of middle-level techni¬
cians and management staff, as well as of students
with the basic educational qualifications needed lo
profit from modern technological and scientific train¬
ing, while there is a surplus of lawyers and historians,
for example, and of school-leavers seeking clerical
positions.

Change in social valuation of occupations, in view
of the glamour of prestige affixed to some of them,
is a slow process a matter of generations. Thus,
the initial spurt in enrolments for the technical and
vocational branches of secondary education has sub¬
sided in recent years in many less-developed countries,
although most educational plans had forecast an
increase. In university education too, most students
still choose traditional rather than technical subjects.

There has, thus, been a tendency for the education¬
al system to get out of balance in the sense that
the skills of the people produced by the system are
not fully adapted to the new conditions of their
societies which themselves are changing with unpre¬
cedented speed. Analysis of achievements and fail¬
ures of the last two decades has led to a realisation

that educational aims must be linked more directly
than hitherto to economic development and man¬
power requirements.

Future educational strategy, the DAC. report
concludes, will have to take into account much more

than hitherto the problem of unemployment of school

2. TEACHERS, ADVISERS

AND ADMINISTRATORS IN EDUCATION

OVERSEAS FROM DAC MEMBER

COUNTRIES COMBINED, 1967-1969

Number of persons

1967 1968
1969

No. %

Primary and secondary school
teachers 27,995 27,793 31,063 63.8

University teachers 4,013 4,241 4,817 9.9

Teacher trainers 1,383 1,161 1,110 2.3

Technical vocational teachers 5,426 3,033 2.926 6.0

Others and Unspecified (1) 2,664 1,490 1,520 3.1

Total teachers 41,481 37,718 41,436 85.1

Advisers 2,604 2,470 2,431 5.0

Administrators 3,666 4,345 4,849 9.9

47,751 44,533 48.716 100.0

Teaching volunteers 11.895 11,497 10,785

Overall total 59,646 56,030 59,501

(1 ) Including language teachers at all levels.
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leavers which, in a number of countries, has reached

disturbing proportions: " Some of the current reports
of maladjustments between the educational output
and national economic and social needs are sufficient¬

ly alarming to bring into question the value of increas¬
es of educational expenditure on traditional lines. "

The reorientation of thinking about educational
growth that has taken place in the developing coun¬
tries implies a corresponding need for new types of
aid to education by donor countries. DAC's report
mentions certain specific fields in which external aid
will be necessary: educational plannings; research
and analysis of educational content; development of
new methods and technologies for increased efficiency
of education. Since it seems unlikely that the prob¬
lem of illiteracy can be solved through universal
primary school education, at least within a short time,
alternative or complementary teaching methods will
have to be sought for both children and adults,
the report concludes, as well as means of reducing
unit costs in education, better management methods,
teaching aids of all kinds and curriculum reform.

While these forms of aid are important for the
future development of educational systems in develop¬
ing countries, the immediate requirements still include
more traditional 1'orms of aid.

The Present Effort
Measured against the enormous efforts being made

by the developing countries, external assistance can
only be of marginal value, although external aid may
contribute as much as 30-40 per cent of total
expenditure for education in certain African countries
south of the Sahara.

Together with the educational activities of non-
ollicial bodies, such as church foundations and Irade

3. STUDENTS AND TRAINEES

from less-developed countries financed by DAC Members by main fields of study, 1968 and 1969

Number of persons

Students Trainees

1968 1969

Economic planning, etc.

1968 1969

Secondary education 2,225 2,173 796 921

Humanities 3,431 3,750 Public administration 4,794 4,920

Education 5,947 5,218 Power, transport and communica
Fine arts 896 954 tions 2,936 2,838

Law 1,443 1,419 Industry, mining and handicrafts 5,090 5,750

Social sciences 2,345 2,477 Trade, banking, insurance, tourism 1,358 1,483

Economic and related subjects 2,853 3,126 Agriculture 6,435 5,849

Natural sciences 4,480 4,858 Health services 3,278 3,640

Engineering 7,980 8,501 Education 3,212 3,539

Medical science 4,187 4,183 Social services and labour relat

Agriculture 3,571 3,403 ions 2,372 2,414

Others and unspecified 1,714 2,951 Others and unspecified 4,586 3,937

Total 41,072 43,013 Total 34,857 35,301

Total number of students and trainees in 1 968 : 75,929, and in 1 969 : 78,314.
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4. INCREASE IN SCHOOL ENROLMENTS IN DEVELOPING COUNTRIES

7550 = 700

Developing Countries First Level Second Level Third Level Total

1960 7067 1960 1967 1960 1967 1960 1967

Africa 233 345 345 782 323 608 241 374

America 175 249 228 490 181 275 181 275

Asia 177 279 224 412 183 297 183 297

Europe 139 171 207 373 148 197 148 197

Oceania 149 197 260 710 153 216

Total 182 268 230 445 224 468 185 289

For comparison

Western Europe 105 106 151 202 169 292 118 135

North America 142 140 161 282 157 309 147 182

Japan 113 84 126 139 179 357 119 111

Source : UNESCO Statistical Yearbook, 1969

unions, the combined educational efforts of the coun¬
tries who are members of the Development Assis¬
tance Committee probably exceed a billion dollars
every year mostly in the form of technical assistance
in a broad sense.

About 50,000 educational experts from DAC
countries some advisers and administrators, but

principally teachers and about 10,000 teaching
volunteers work in less-developed countries (see
Table 2). It is the long-term aim of both recipient
and donor countries that primary and secondary
education be conducted entirely by native teachers.
However, the explosive expansion in enrolments,
particularly at the higher levels of education, has
caused the demand for expatriate teachers to go up.
Between 75 and 80 per cent of all expatriate school
teachers in recent years were supplied by France and
about 15 per cent by the United Kingdom. These
two countries are also foremost in the supply of
university teachers.

Aid-financed scholarships and training grants are
continously gaining in importance. The total num¬
ber of students and trainees under bilateral program¬
mes rose to more than 78,000 in 1969 (see Table 3)
about 80 per cent of them for study or training in
DAC Member countries.

Statements by donors suggest that there is a move¬
ment away from aid to primary and secondary general
education, except when complying with urgent short-
term requests, and increased emphasis on university
and high level technical education, teacher training
and secondary level professional training coupled with
institution-building in the recipient countries, a trend
which is in line with the expressed desires of the
developing countries themselves. DAC Member
governments encourage their own universities to
create special links with developing countries and are
providing financial, material and technical help in
the setting up of new universities and faculties. Thus
for example Canada committed itself to allocate
$1 million a year in grants between 1966 and 1971
to the University of the West Indies headquartered

in Jamaica with one campus there, others in Trinidad
and Tobago and extra-mural tutors on 6 other is¬
lands; the Netherlands Government in co-operation
with the University of Utrecht and the Netherlands
Universities Foundation has established a division of

parasitology at the Ahmadu Hello University in Zaria,
Nigeria, providing about $552,000 for staff and equip¬
ment over five years. The Commission of the Europ¬
ean Communities has been encouraging the setting up
of regional universities in Africa, and the United
States has a great variety of projects for universities
and higher technical education.

A number of countries, among them Austria,
Denmark and Sweden, report that they intend to
accentuate project aid for vocational and technical
training. Already Germany has set up a College of
Business Education in Tanzania along the lines of a
German Higher Commercial College to help that
country Africanise its public and semi-public enter¬
prises. The Confederation of British Industries rais¬
ed j£375,000, supplemented by government money,
to finance the purchase of equipment for an indepen¬
dent Institute of Technology in Delhi. The United
States has assisted the Government of Afghanistan
in setting up a vocational education department in
the Ministry of Education as well as technical educa¬
tion centres at secondary school and university level.
Following the Chilean earthquake of 1960 Denmark
contributed machinery, tools and other equipment
to an existing centre for metal trades in Santiago,
Chile, and later set up a new one at Maipu where 15
per cent of Chilean industry is located.

Finally, French experience in helping African
countries reform their mathematics teaching may
serve as an example for new directions in aid to
education (3).

OECD's report concludes by pointing to the need
for external aid to be used wherever possible as a
stimulus to beneficial change rather than to have it
act as a brake on progress.	

(3) The DAC report contains detailed case studies on it
number of these recent initiatives.
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NEW OECD PUBLICATIONS

OECD ECONOMIC SURVEYS

Detailed annual surveys of trends and prospects for each
OECD country.
Series 1970-1971 : FINLAND (May 1971), 64 pages.

UNITED STATES (April 1971),
68 pages.

Each booklet 	 £0.27 $0.80 F 3,60 Sw.fr. 3,00
DM 2,80

Subscription (full series 1970-1971 being published):
£4.10 $11.80 F 54,00 Sw.fr. 43,20 DM35,70

OECD ECONOMIC OUTLOOK No 9 (June 1971)

Each issue 	 £1.30 $3.80 F 16,50 Sw.fr. 15,00

DM 11,40

Subscription (2 issues): £2.05 $6.00 F 27,00
Sw.fr. 24,00 DM 18,20

By air mail (North America - Far East): £2.75 $7.50
F 35,00

OECD FINANCIAL STATISTICS/STATISTIQUES
FINANCIERES DE L'OCDE

Annual subscript/on (2 volumes a year, plus updating
leaflets): £9.00 $26.00 F 120,00 Sw.fr. 98,00
DM 80,00

THE CAPITAL MARKET, INTERNATIONAL CAPI¬

TAL MOVEMENTS, RESTRICTIONS ON CAPITAL

OPERATIONS IN SWITZERLAND (May 1971)
Report forming part of the OECD country capital-market
series.

Swiss financial institutions have shown a remarkable faculty for
adaptation to changes taking place in the international financial
scene during the 1960's; Switzerland occupies solid positions in
international financial affairs in such varied fields as international

banking and issuing of foreign loans, Euro-bonds placings, the Euro-
money market and the foreign exchange, banknote and gold markets.
Chapter I gives an overall picture of developments over the medium-
term in the overall balance between savings and investment and in
the structure, sector-wise, of savings and financial flows, including
movements of capital abroad. In chaper II, the institutional aspects
of Swiss banking and financial structures are described and the
actual functioning of the institutions concerned is analysed. The
concluding Chapter III, drawing upon the material presented in the
first two chapters, discusses the main problem areas for Swiss finan¬
cial policy as they appear today.

64 pages 	 £0.70 $2.00 F 9,00 Sw.fr. 8,00
DM 6,30

THE CHALLENGE OF UNEMPLOYMENT TO DEVE¬

LOPMENT AND THE ROLE OF TRAINING AND

RESEARCH INSTITUTES IN DEVELOPMENT. Meet¬

ing of Directors of Development Training and Research
Institutes, Montebello (Quebec), Canada, 1 3th-1 7th July
1970 (June 1971)

The meeting was attended by 86 delegates, representing 78 institutes
located in Africa, Asia, the Middle East, North America, Latin Ame¬

rica and Europe.
The work programme was divided in three parts. The two first:
"The Challenge of Unemployment to Development" and "The
Role of Research and Training Institutes in stimulating Social and
Economic Development" were dealt with in working groups. The
third part of the programmme consisted of two panel discussions,
respectively on the place and role of the new Canadian research
centre, and on the problems and possibilities of multidisciplinary
research.

338 pages 	 £7.75 $5.00 F 23,00 Sw.fr. 20,00
DM 15,60

"EMPLOYMENT OF SPECIAL GROUPS" series:

No 7. RE-ENTRY OF WOMEN TO THE LABOUR

MARKET AFTER AN INTERRUPTION OF

EMPLOYMENT, by B.N. Seear (March 1971)

o The need of women to return to employment, both to meet man¬
power requirements of their countries and to satisfy the wish of
many older women to obtain paid work.
The steps being taken to enable women to return : the provision
of information and advice, the availability of training and retrain¬
ing schemes, the financial and other assistance for trainees and
the facilities for obtaining employment with or without training.
The way in which training schemes have been adapted and devis¬
ed to meet the special requirements of the older woman with
regard to hours of work, course content, and teaching methods.
The effectiveness of the measures taken in terms of the economic

contribution of the women employed and the women's satisfaction
with their work.

138 pages 	 £7.00 83.00 F 13,00 Sw.fr. 11,50
DM 9,10

REVIEW OF FISHERIES IN OECD MEMBER

COUNTRIES, 1970 (June 1971)

Fourth review produced by the Committee for Fisheries of OECD,
covering developments in 1970 in Member countries. For each
country, government action, production, marketing and statistics
are examined and an assessment made of the general situation.

224 pages
DM 10,50

£1.15 $3.25 F 15,00 Sw.fr. 13,00

FLEXIBILITY OF RETIREMENT AGE (March 1971)

226 pages 	 £7.00 $4.50 F 21,00 Sw.fr. 18,50
DM 14,30

THE CONDITIONS FOR SUCCESS IN TECHNO¬

LOGICAL INNOVATION, by K. Pavitt and S. Wald

(April 1971)

The main focus of the report is technological innovation in response
to industrial and individual needs, i.e. innovation which lays the

basis for economic growth and which responds to the changing
patterns of consumer requirements. A better understanding of the
factors behind successful innovation will help policy makers identify
action which can be taken to make technological innovation more
responsible to the increasingly "social" and "qualitative" objectives
of economic growth.

170 pages 	 £7.37 $4.00 F 18,00 Sw.fr. 16,00
DM 12,50

OCCUPATIONAL AND EDUCATIONAL STRUCT¬

URES OF THE LABOUR FORCE AND LEVELS OF

ECONOMIC DEVELOPMENT. Further analyses and

statistical data (March 1971)

Volume accompanying the main report and consisting of a discus¬
sion on classification and aggregation problems, supplementary
analyses of the data by using multiple regression models, followed
by analyses of occupational and educational coefficient and pro¬
duction function equations. It also contains a brief analysis of
information theory as this relates to the aggregation problem in
cross-classification .

128 pages.... £1.05 $3.00 F 14,00 Sw.fr. 12,50
DM 9,80

"TECHNICAL REPORTS" :

DEMOGRAPHIC ACCOUNTING AND

BUILDING, by Richard Stone (Marc

723 pages
DM 11,70

£1.30 $3.75

MODEL

arch 1971)

F 17,00 Sw.fr. 15,00

42



WHERE TO OBTAIN OECD PUBLICATIONS

ARGENTINA

Libreria de las Naciones

Alsina 500, Buenos ArRES.

AUSTRALIA

B.C.N. Agencies Pty., Ltd.,
178 Collins Street,
Melbourne, 3000.

AUSTRIA

Gerold & Co., Graben 31. Wien 1.
Vertreter :

Buchhandlung Jos. A. Kienreich,
Sackstrasse 6, Graz.

BELGIUM

Librairie des Sciences,
76-78 Coudenberg, B 1 000 Bruxelles 1.

BRAZIL

Mestre Jou S.A.,

Rua Guaipâ 518, Sao Paulo 10.

Rua Senador Dantas 19 s/205-6
Rio de Janeiro - GB.

CANADA

Information Canada,
Ottawa.

DENMARK

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

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 2, Helsinki.

FORMOSA

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

FRANCE

OECD Publications Office,
2 rue André-Pascal, F 75 Paris 16e.
Principaux sous-dépositaires :
75-Paris : Presses Universitaires de France,
49 bd Saint-Michel, 5e.
Sciences Politiques (Lib.),
30 rue Saint-Guillaume, 7e.
1 3-Aix-en-Provence : Librairie de
l'Université.

38-Grenoble : Arthaud.

67-Strasbourg : Berger-Levrault.
31 -Toulouse : Librairie Privât.

GERMANY

Deutscher Bundes-Verlag. GmbH.,
Postfach 9380, 53 Bonn.
Vertreter : Berlin 62 : Elwert & Meurer.
Hamburg : Reuter-Klôckner ;

und in den massgebenden Buchhandlungen
Deutschlands.

GREECE

Librairie Kauffmann,
28 rue du Stade, Athens 132.
Librairie Internationale Jean Mihalopoulos
&Fils

75 rue Hermou, B.P. 73, Thessaloniki.

ICELAND

Sncbjôrn Jônsson & Co., h.
Hafnarstraeti 9.

P.O. Box 1131 - Reykjavik.

f-,

48

INDIA

Oxford Book and Stationery Co. :
Scindia House, New Delhi 1.
17 Park Street, Calcutta.

IRELAND

Eason & Son, P.O.B. 42,
40 Lower O'Connell Street, Dublin 1.

ISRAEL

Emanuel Brown :

Jerusalem, 9 Princess Mary Avenue.
Tel-Aviv, 35 Allenby Road, and
Nahlath Benjamin St.

ITALY

Rapprensentanza esclusiva

Libreria Commissionaria Sansoni,
Via Lamarmora 45, 50 121 Firenze.
Sub-depositari :

Herder Editrice e Libreria,
Piazza Montecitorio 121,
00 186 Roma.

Libreria Rizzoli

Largo Chigi. 15
00 187 Roma.

Libreria Hoepli
Via Hoepli 5, 20 121 Milano.
Libreria Lattes

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

inoltre assicurata dalle migliori librerie
nelle città più importante

JAPAN

Maruzen Company Ltd.,
6 Tori-Nichome Nihonbashi, Tokyo 103,
P.O.B. 5050, Tokyo International 100-31.

LEBANON

Redico, Immeuble Edison,
Rue Bliss, B.P. 5641,
Beyrouth.

MALTA

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

THE NETHERLANDS

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

NEW ZEALAND

Wellington, Government Printing Office,
Mulgrave Street (Private Bag), and
Government Bookshops at
Auckland (P.O.B. 5344).
Christchurch (P.O.B. 1721).
Hamilton (P.O.B. 857).
Dunedin (P.O.B. 1104).

NORWAY

Johan Grundt Tanums Bokhandel,
Karl Johansgate 41/43, Oslo 1.

PAKISTAN

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

PORTUGAL

Livraria Portugal,
Rua do Carmo 70, Lisboa.

SPAIN

Mundi Prensa, Castello 37, Madrid I.
Libreria Bastinos de José Bosch, Pelayo 52,
Barcelona 1.

SWEDEN

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

SWITZERLAND

Librairie Payot,
6 rue Grenus, 1211 Genève 11

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

TURKEY

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

UNITED KINGDOM and

CROWN COLONIES

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

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

UNITED STATES

OECD PUBLICATIONS CENTER,
Suite 1207,

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

VENEZUELA

Libreria del Este,

Avda F. Miranda 52, Edificio Galipan,
Caracas.

YUGOSLAVIA

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

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

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



Organisation for Economie Co-operation and Development
Australia
Austria

Belgium
Canada
Denmark
Finland

France

Germany
Greece

Iceland
Ireland

Italy |
Japan
Luxembourg
Netherlands

Norway
Portugal
Spain
Sweden
Switzerland

Turkey I
United Kingdom
United States


