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MEETING OF

THEOECD

EXECITIYE

COMMITTEE

Meeting of the OECD Executive Committee; left to right, Emile van Lennep, Secretary General;
Ambassador Roger Ockrent, Chairman of the Committee and Head of the Permanent Belgian Delegation
to OECD ; Ambassador Paul Jolies, Director of the Division of Commerce, Swiss Federal Department
of Public Economy ; Gérard Eldin, Deputy Secretary General.

The Executive Committee of OECD held a meeting on 4th-
5th December to discuss problems of trade, money and
international investments, and related economic ques¬

tions. Member countries were represented by senior officials
from capitals who have responsibilities in these various fields.

The meeting had its origin, on the one hand, in decisions taken at

the Meeting of OECD's Council at Ministerial level last May and,
on the other hand, in discussion which followed the submission of

the Report by the High-Level Group on Trade and Related Prob¬

lems under the Chairmanship of Mr. Jean Rey, which was publish¬
ed in September, 1972 under the title "Policy Perspectives for
International Trade and Economic Relations".

The object of this first meeting was primarily to organise the agenda
and the future work of the Committee and to have a general round
of discussion of the above-mentioned subjects. The Committee
decided to meet again at the beginning of 1973.

Théo Hi/zen, Director General, Trade Questions, EEC; S. Stakhovitch,
Counsellor, EEC.

Jr\LjL

United States representatives: left to right, Hon. William D. Eberle, Ambas¬
sador, Special Representative for Trade Negotiations, Executive Office of the
President ; Hon. John N. Irwin H, Deputy Secretary, Department of State.

Japanese representatives: left to right, Kiyohiko Tsurumi, Deputy Vice-
Minister for Foreign Affairs, Ministry of Foreign Affairs; Naohiro Amaya,
Director, Department of International Economic Affairs, Ministry of Interna¬
tional Trade and Industry.



From left to right: Rinieri Paulucci di Calboli, Assistant Secretary General; Emile van Lennep, Secretary General ; Ambassador Edwin McCammon Martin,
Chairman of OECD Development Assistance Committee; André Vincent, Director, Development Assistance Directorate.

High-Level Meeting of the OECD
Development Assistance Committee

This year's annual High-Level Meeting of the Development
Assistance Committee of OECD took place between

16th and 18th October at the headquarters of OECD in Paris.

The meeting, which was chaired by Ambassador Edwin M. Martin,
was attended by Ministers and senior officials of the
17 Members, together with representatives of the IBRD and

IMF (1)

The Secretary General of OECD made an opening statement
underlining the commitment of the Organisation as a whole to
contribute, through a coordinated approach by all the Com¬

mittees of the Organisation concerned, to the economic and
social advancement of developing countries not only through

financial and technical assistance, but also through coherent

policies in trade, agriculture, science and other fields. The
Secretary General told the Committee that he proposed to make
suggestions to the Council with a view to entrusting the DAC
with an appropriate role to give impetus to this coherent

approach.

The Situation in Developing Countries

The Committee noted that average growth rates of gross national

product and exports achieved by many developing countries in

recent years continued to be high. But agricultural production
in 1971 appears to have been disappointing, not keeping up
with rapid population growth. The key problems remain :
living standards of the largest part of the population in develo¬
ping countries are still unacceptably low and there is growing
concern with unemployment and inequalities of income distri¬
bution. Renewed efforts will be required by developing coun¬

tries and the industrial countries co-operating with them if the

expectations of the Second Development Decade are to be
fulfilled.

The Flow of Resources

The Committee noted that the DAC average for total flows

(including official development assistance, other official flows
and private flows) rose from 0.80 per cent of GNP in 1970 to

(1) The Members of the Committee are: Australia, Austria, Belgium,
Canada, Denmark, France, the Federal Republic of Germany, Italy, Japan,
the Netherlands, Norway, Portugal, Sweden, Switzerland, the United
Kingdom, the United States and the Commission of the European Commu¬
nities. The IBRD and the IMF participate as observers.



0.83 per cent in 1971, with seven DAC Members reaching the
internationally-agreed target of 1 per cent of GNP for total
flows to developing countries.

Aid, as measured by official development assistance, rose
slightly to 0.35 per cent of GNP, ending a three-year decline.
This percentage is still below the level of 1 969 and earlier years
and is only half the target of 0.7 per cent of GNP recommended

by the United Nations and accepted, at least in principle, by the
majority, but not all, of the Members of the DAC. Some

Member countries approached the target, and some others
intend to reach it in the next few years. It was noted, at the
same time, that private flows, especially export credits, have
continued to increase faster than official development assistance.
The Committee noted that the prospects are for a further
increase in total flows in the coming years. However, official

development assistance from DAC Members combined, espe¬
cially in relation to GNP, may, given present policies, only rise
modestly, in spite of the substantial increases planned by several
countries.

The Committee agreed on the urgent need for further increases

in the flow of resources to developing countries, in particular
for official development assistance at soft terms. Several

Members expressed the hope that countries below the average
percentage of G N P would make special efforts. The Committee

also hoped that Member Governments would, in determining
their future assistance efforts, keep in mind the growing acute-
ness of the economic and social problems facing the developing
countries. The Committee recalled the contribution that private
flows can make to development, if properly adapted to the
needs and policies of the developing countries.

Financial terms and conditions of aid

Although the financial terms of official development assistance

did not on the whole improve in 1971, 11 countries providing
90 per cent of all DAC countries' official development assistance
complied with the provisions of the 1969 Supplementary
Terms Recommendation.

The Committee, (one country having reserved its position)
adopted a new Recommendation on Terms and Conditions of

Aid (see box) which enters into effect for commitments made

on or after 1st January, 1973. The new Recommendation,
which supersedes the earlier and more complicated Recommen¬
dations of 1965 and 1969, provides for a single objective for
financial terms of at least 84 per cent grant element (2) for the
total development assistance programme of each DAC Member.
It was recognised, however, that some Member countries

which are among those with domestic structural difficulties and

relatively low per capita incomes or whose aid programmes
are of more recent origin may need more time than other Mem¬

bers to comply with the terms objective.

The Recommendation also stipulates that in future no transac¬
tions with less than a 25 per cent grant element will be recorded
as official development assistance.

As a further important element the Recommendation expresses
the desirability of reaching a common view as to the appropriate
terms at which assistance should be provided, taking account
of the circumstances of the individual developing countries.
Members are also called upon to use their best efforts towards

harmonising the terms extended to individual developing
countries.

A special target of even softer terms has been accepted for the

aid to the least-developed countries, as defined by the United
Nations. Aid to these countries should preferably be in the
form of grants and the average grant element of the aid from a
given donor should be at least 86 per cent for each individual
country or, alternatively, at least 90 per cent for these countries
as a group.

The new Terms Recommendation will help avoid further debt
servicing difficulties of developing countries arising out of new
official development assistance. However, since official deve¬

lopment assistance is in general already provided at favourable
terms, it is not the primary cause of the excessive growth of
debt service in a number of developing countries.

Export credits, together with other short- and medium-term

transactions, have become of increasing importance as a source
of finance and, consequently, as a factor in the indebtedness

problem. Members, therefore, agreed to review more fully, in
consultation with other interested Committees of OECD, their
basic approaches to export credits to developing countries and
the relationship of these credits to aid and development consi¬
derations. The Committee also underlined that the prime
responsibility for suitable economic and debt management
policies rests with the developing countries themselves.

As regards the untying of aid from geographical procurement
restrictions, the Committee noted that some DAC Members had

already unilaterally untied most or a large part of their assistance
and that further steps towards untying had been taken by
certain countries including the authorisation of the use of funds

for procurement in developing countries and the use of advance
international bidding. Progress made in the DAC towards the

proposed agreement on the untying of aid has been interrupted,
owing largely to recent monetary events. Most Members

reaffirmed their adhesion to the principle of joint and reciprocal
untying under an internationally agreed scheme.

The Least-Developed Countries

The Committee noted that the preparatory work done by the
DAC and other OECD bodies had contributed to the adoption
by the Third United Nations Conference on Trade and Develop¬
ment at Santiago earlier this year of an important resolution
concerning measures in favour of the twenty-five countries
identified by the United Nations as "least-developed". The
Committee considered ways of translating the general intentions
of this resolution into effective action. A number of Members

were able to report the steps which they had already taken, or
were about to take, to improve their bilateral aid to these
countries.

While recognising the need to help alleviate poverty in all
developing countries, the Committee agreed on the special need
of the least-developed countries for increased flows of financial

and technical assistance, from bilateral and multilateral sources,
adapted to their circumstances. It also agreed on the need
for donors to relax some of their rules and procedures, e.g. as
regards local cost financing, counterpart requirements and
financing of recurrent expenditures, to make allowance for the

(continued on page 40)

(2) The grant element of an official development assistance programme is
the sum of the programme given directly in the form of grants and the
grant element of its loan portion. The grant element of a loan is a measure
of the difference between the interest rate charged on the loan given the
other financial conditions and the generally considerably higher rate of
return the donor could have obtained had the resources been used in his
own country.



THE PROBLEMS OF

THE LEAST-DEVELOPED

COUNTRIES

One of the priority problems with which OECD's Development Assistance Committee is concerned
is that of the cc least-developed countries " the nations which require special development efforts

because of their very low levels of income (under §100 per capita), their small manufacturing capacity
and their widespread illiteracy. Edwin M. Martin, Chairman of the DAC, in a review

of the development assistance scene just published (1 ), describes the characteristics and problems of these
countries and what can be done to help them. The following is a resume of this chapter of the report.

It has become more and more clear that measures designed to

help developing countries as a group have not been effective
for the least-developed countries. They face difficulties of a

special kind and intensity; they need help specifically designed
to deal with their problems.

Countries do not get on to the list of " least-developed " by acci¬
dent. The list consisting of twenty-five nations with 150 million
inhabitants (see table) was drawn up by the General Assembly of
the United Nations in November 1971 on the basis of very specific

criteria income, manufacturing capacity and illiteracy.

A typical least-developed country is composed mostly of peasants
or nomads whose consumption mainly comes from the efforts of
their own households. Only one in seven families draws its live¬

lihood from outside agriculture. Agriculture is rather inefficient
and lacks immediate prospects for improvement, partly because
the natural conditions are poor. The most frequent characteri¬
stics of the terrain are desert, savanna, salt pans or mountains.

In addition to the especially severe ecological conditions, it is
virtually impossible to find locally the capital, purchasable inputs,
training, transport and so on, essential to increase agricultural
productivity.

In most provinces of a typical least-developed country, there are
poor communications with the outside world; there is no railway;
the majority of the rural population live more than 20 miles from
all-weather roads; the nearest ocean port, usually in a foreign

country, can be several hundred kilometres distant from the main
production centres. Few people ever have contact with modern
health services, and schools are scarce and primitive in quality.

Child and infant mortality rates, and adult illiteracy are among

the highest in the world. University or banking facilities are
seldom well developed. There is little contact between urban and
rural populations. Sizeable nomad groups are unreachable by
central authorities.

Alternatives to the rural subsistence way of life hardly exist. Light

industry is usually on the scale of penny capitalism, reflecting the
fact that the majority of farm families have little cash income. The
national market is too small to attract foreign investors.

Avid lands and monniains

It is no accident that for many major crops sorghum, cotton, rice,

groundnuts, wheat and maize these countries perform less well
than the rest of the world. Animal husbandry, a sector absolutely

basic to the economy of many of these countries, is also far behind
the productivity in other developing countries. Nor did the
First Development Decade see much improvement in yields; in
fact, food production per capita in this group of countries probably
declined slightly. Yet. since opportunities outside agriculture
are relatively few, it is in agriculture that the major effort must be
made if the conditions of the majority of the population are to be

improved noticeably. A sound rural development strategy will
not only expand markets for manufactured products, but also,
given the central importance of agriculture in the economic
structure, have a profound influence on the development path
of the whole society.

The harsh physical environment not only accounts for much of the
backwardness in agriculture but has discouraged research on their
problems. Many least-developed countries border on the Sahara
and their cultivable land is at best the semi-arid Sahel (see map);

four more in Asia border on the harsh terrain of the Himalayan

or Hindu Kush mountains. Water is the single most critical

factor affecting their agriculture, and aridity has made certain
food crops (millet, sorghum or cassava, for example) of vital
importance, along with cotton and livestock. In addition to
genetic research for drought-resistant plant varieties and improved
livestock, there is an urgent need to survey these territories for new
sources of water and to find ways to economise on the use of all
there is.

The hostile environment of mountainous terrain is another major

vicissitude confronting farmers in these countries, and the prospect
for eventual improvement is not promising. The shortness and
uncertainty of the growing season, the photosensitivity pattern
of most crop growth, and isolation from markets are in many ways

(7) "Development Co-operation 1972" OECD, November 1972.



more difficult to overcome than water shortages and even less
the subject of current research.

Organisational and social problems in agriculture are also critical

for these countries. Well over half of agricultural output is for the
farmer's own consumption, and there are few signs of commer¬

cialisation which means that agriculture is bound to be poor and
unprogressive. The inflow of innovation is limited. The high
yields and incomes of specialisation are absent because the neces¬

sary inputs are not available. An absolute or relative lack of sav¬

ings, a further characteristic of subsistence farming, would in any
case make it impossible for the farmer to implement new techniques.
The transition from subsistence to market agriculture would be the

single most revolutionary change possible for these countries.
Steps in this direction are feasible in the immediate future, but to

be effective must be accompanied by other measures, the most
important of which is improving productivity through extension
and input services. New (even miracle) seeds and inputs will not
be enough; the farmer and his local community must be involved.

Policies and institutions are required to provide incentives for
subsistence farmers to commercialise, and this means a revolution

in village institutions.

fUnci aIs -

a lack ofknowledge
Despite the low level of known reserves, the sheer size of least-

developed country territory should, prima facie, indicate chances

of successful mining discoveries in the future. It is scarcely
credible that no additional reserves exist beneath the more than

11,000,000 square kilometres of territory in these countries, an
area larger than either the United States or Australia. Yet in

none of the least-developed countries, with the exception of
Guinea and Haiti, does the extractive industry represent even 2 per
cent of gross domestic product.

Seven of these countries do not even possess a significant basic
survey of minerals, a gap which requires urgent attention. Others
are at a stage in their appreciation of minerals potential where
highly-qualified technical assistance is required. The sheer extent
of the area to be surveyed suggests an apportunity for the appli¬
cation of new exploration techniques, such as satellite and aerial
photography.

Manufacturing
With the exception of Ethiopia, Uganda and Haiti, where manu¬
facturing grew rapidly, from a low base, the average growth rate
for least-developed countries was only 4 per cent between 1960
and 1970, as against 6-7 per cent for the developing world as a
whole.

Many factors have combined to produce this result. The capacity
to absorb technological advance is extremely low in least-developed
countries, in part because of educational difficulties. The small

market for domestically produced goods is explained by transport
deficiencies and a lack of effective demand for the products of
manufacturing sectors. Finally, the poverty of the least-developed

countries results in a shortage of the local finance and foreign
exchange essential to industrialisation.

Human Resources

Educational systems in most of these countries began to develop
only after 1950, and the inability to staff the public administrations

AFGHANISTAN

LEAST DEVELOPED COUNTRIES

Boundaries

arc for

purposes only

WEST SAMOA

POPULATION DENSITY

0- 14 inhabitants pei square mile

W%& 25 90 inhabitants per squaie mile

I 110 inhabitants pei squaie mile

Total Population Least Developed countnes . 140 mill
(est 1968)



and economic enterprises continues to be serious. For example,
it has been estimated that although Ethiopia's four million farm

families would benefit from at least as many as 4,000 qualified

extension workers, as a result of educational bottlenecks only 138

such personnel existed in 1969-1970.

The lack of trained personnel is apparent in that, of the 37,608

operational personnel from DAC donors serving in all developing

countries, 17 per cent were in the least-developed countries in 1969
though these countries account for only 8-9 per cent of Third World

population.

Economic Assistance

Availability of foreign exchange from export earnings or private

investment will not be sufficient to finance necessary development

efforts in these countries, and concessional assistance is required

to make up the shortfall. In spite of the well-known bias in
favour of small country recipients, the overall average per capita

receipts of net official flows by the least-developed countries in

1969-1971 were 18.5 per cent lower (2) than the average for other

developing countries; 10 out of the 24 individual countries for
which aid data are available were below the average for other

developing countries, and these included many of the larger ones

among them. It is only to be expected that if practical absorptive

capacity limitations exist anywhere, they exist in these countries

with their deficiencies in human and physical infrastructure.

Because of the low income of the least-developed countries, the

comparison is more favourable to them when receipts are compared
with GNP or with total imports, but even so some countries were

still at or below global averages.

While grants have been 75 per cent of official development assi¬
stance for the least-developed countries as a group, there are wide
variations from one country to another. There is also room for
greater softness in the terms of official loans to some of these

countries (3). Approximately 43 per cent of total official develop¬
ment receipts of these countries was in the form of technical

assistance during 1969-1971, compared with only 24 per cent for
other developing countries.

Opportunities
for Internatiomd Action

The situation of the least-developed countries means that it will
be virtually impossible for these countries to make any substantial

progress if they have to rely entirely on their own human, physical
and financial resources. At the same time the analysis has shown

a number of specific points at which external assistance can be

particularly valuable. A useful basis for action in both aid policy

and trade policy is contained in the UNCTAD III Resolution on

least-developed countries, to which OECD contributed. This

resolution represented probably the single most important step

forward of the Conference, even if its scope is limited to a particular

group of countries. The most concrete example in the resolution

of a recommendation strictly in the field of commercial policy

concerns the extension of the duration of the General System of

Preferences specifically in favour of these countries.

An essential role for external aid is to create favourable conditions

for the effective use of assistance. The major implication of this

conclusion is that, at least in the first stages, any programme of
intensified assistance to these countries must consist to a large

extent of technical co-operation to improve the quality and scope

of planning. Even where development plans exist, well formu¬

lated projects and the machinery to implement them may be lack¬
ing. Aid is also needed to carry out basic surveys to examine the

potential of the countries concerned.

Another aspect of technical assistance is help in agricultural

research to enable greater yields to be obtained from present crops

in the special ecological conditions of these countries. Continuing

external support, especially for local adaptive research, will be
needed. The tragic lack of agricultural extension service officers

in many of these countries may not yet be the greatest problem

facing the agricultural sector, but as soon as research results on a
sufficient scale are available, this may well turn into one of the

greatest bottlenecks preventing development.

In close coordination with these technical assistance programmes,

it is necessary to seek opportunities to provide more and better

directed financial assistance. It is hoped that the donor countries

will make arrangements to ensure that their procurement regula¬

tions impose the minimum burden either financial or admini-

A scene in a Guinean village.

(2) This calculation excludes a portion of French development assistance to
least-developed countries, not all of which can be strictly allocated among them
by individual recipients. Taking these additionnai amounts into consideration, the
divergence between per capita receipts of all developing countries and least-
developed countries still remains, but is reduced to approximately 10 per cent.

(3) DAC (one country having reserved its position), adopted a new Recommen¬

dation on terms and conditions ofaid at its recent high-level meeting (see page 4) .

The new Recommendation provides for a single objective for financial terms of at

least 84 per cent grant element for the total development assistance programme
of each DAC Member. A special target of even softer terms has been accepted
for aid to the least-developed countries. Aid to these countries should preferably
be in the form of grants and the average grant element of the aid from a given
donor should be at least 86 per cent for each individual recipient country or,

alternatively, at least 90 per cent for the countries as a group.



THE LEAST-DEVELOPED COUNTRIES : ECONOMIC AND SOCIAL CHARACTERISTICS

AND AID RECEIPTS

Annual

Population
GDP per

Growth

Rate Manufact Food
Exports Education Health Aid-Receipts (1)

capita GNP or uring production ( A verage JV0V-/JJ

Countries

GDP %

% of total
Rale of Annual

Adult

Literacy

Adjusted
Enrolment

Life
Expect

In¬

habitants
(million) CI 1968)

(1960-1968) production
1968

growth
1961-1969

%

gro wlh

rale %
1960-1968

as % of
adult pop.

rate pri¬

mary and
ancy at

birth
per

physician

per

capita

As %
of GNP

1968 secondary (years) (000)

Afghanis
tan* 16.5 91 1.9 11 0.0 3.8 8 h 21.4 2.05 2.56

Bhutan* 0.8 1.9 6 0.18

Botswana* 0.6 106 3.7 8 20 44 27.6 24.21 24.21

Burundi* 3.5 53 2.4 4 1.2 10.7 10 18 33-38 61.8 5.02 9.9?

Chad* 3.6 73 0.1 4 6.6 6.6 7 20 29-35 90.8 6.68(2) 11.13(2)
Dahomey 2.6 91 ( 2.9

( 4.0

5 0.0 6.8 10 20 37 31.3 6.79 (2) 8.49 (2)

Ethiopia 24.8 64 4.6 9 0.0 5.1 5 8 35 64.6 1.95 2.80

Guinea 3.8 89 5.4 6 0.3 0.0 5 19 26-28 46.9 6.41 7.12

Haiti 4.8 83 1.5 12 5.3 0.5 11 27 45 14.0 1.03 1.47

Laos* 2.9 72 2.6 2.3 15 32 52 24.6 23.90 21.72

Lesotho* 0.9 87 4.2 1 -11.2 40 76 45 19.1 13.76 17.20

Malawi* 4.4 69 3.8 8 5.1 9.8 15 31 46.9 7.24 14.48

Maldives 0.1 2.9 3.52 4.40

Mali* 4.9 92 3.4 8 0.9 3.6 2 14 35 51.1 4.86 (2) 5.40 (2)

Nepal* 10.8 82 2.8 11 0.0 9 19 33 41.2 1.72 2.14

Niger* 3.9 89 2.1 6 0.5 9.1 1 6 37 57.2 9.31(2) 13.30(2)
Rwanda* 3.5 43 4.6 2.7 18.4 10 44 76.3 5.86 8.37

Sikkim* 0.2 1.7

Somalia 2.7 60 4.2 0 1.1 2.4 5 6 30.0 11.81 19.69

Sudan 15.3 115 3.7 7 1.0 3.4 12 14 40 24.6 0.69 0.62

Tanzania 12.9 71 3.9 6 0.0 4.8 17 23 40-41 17.3 4.28 5.36

Uganda* 9.5 95 4.0 8 0.7 7.1 25 32 8.9 3.13 2.85

Upper
Volta* 5.3 51 2.3 6 - 0.9 20.3 7 8 32 76.2 4.31 (2) ..(2)

Western

Samoa 0.1 4.1 83 2.2 8.36 6.96

Yemen

(Arab.

Rep.) 5.6 110 4.8 0.8 10 5 35 62.5 1.55 1.94

(1) Total official flows. Population and GNP figures used in calculations are those of 1969.
(2) These countries are, ir addition, jc int bénéficietries of $40 million from France which cannot be atlocatea among them.

* = Landlocked.

= not available.

strative on the recipient countries. Although assistance terms

in general are not hard for these countries, it is inappropriate for
them to receive hard loans or to have to have recourse to export
credit finance.

In addition to the United Nations Deveionment Programme,

which mainly provides technical assistance, and the European

Development Fund, which necessarily aids only some of the least-

developed countries (13 out of the 25), the most important source

of multilateral financial assistance is the International Development

Association. In some recent years net financial flows from region¬

al banks to least-developed countries as a group have been nil or

negative, and there is clearly scope for new efforts by these institu¬

tions to make more loans to these countries on terms appropriate

to their condition. Given the number of African countries falling

in the least-developed category, the requirement for softer loans

underlines the importance of the proposed African Development
Fund.

Unlike the situation only a year ago, neither the political will nor

general studies of the nroblem are now lacking. Work in the UN

Committee for Development Planning, UNCTAD, OECD and

elsewhere has been instrumental in arriving at a resolution in

UNCTAD III which at least provides the framework for further

action, not only by bilateral donors but also by multilateral organi¬

sations, especially the United Nations Development Programme,
and by the least-developed countries themselves. What is needed

now is implementation, and because achievements will necessarily
come slowly, this is all the more reason for making an immediate
start.



Exploration for and Exploitation of

CRUDE OIL AND NATURAL GAS
IN

THE OECD EUROPEAN AREA

The discovery of substantial fields of crude oil and natural gas in European offshore areas specifically
in the North Sea promises a very considerable addition to the secure supplies available to the area.
Although relatively small in comparison with those of the Middle East, the estimated reserves of these
fields are much larger than the inland reserves of the European Member countries of OECD.

The administrative, legal and fiscal measures applied in these European Member countries to the explo¬
ration for oil and natural gas have much in common, since governments are faced substantially with the
same fundamental problems.

This is brought out in a new report approved by the OECD Oil Committee. The following article illus¬
trates the situation as it exists today as brought out in the report, which is designed to assist the recognition
and resolution of the various problems facing the Member countries in this field.

There has been a pronounced change in recent years in
the outlook for an increased contribution from Western

European indigenous sources to requirements for

supplies of fuel in the area. The last OECD report,

issued ten years ago, noted that the production of indigenous

crude oil, although it had risen from 9 million tons in 1 955 to over

14 million tons in 1960, had by no means kept up with the

increase in oil demand, and indeed formed a slight and diminish¬

ing contribution to the total supply. Moreover, this trend has

continued, production in 1970 being 22 million tons, represent¬

ing a fall in the contribution to total supply from 8 per cent in

1 960 to 3.5 per cent in 1 970. About one third of this production

emanated from the Federal Republic of Germany.

Now the picture has changed. Beginning with the discovery

of the vast Slochteren gas field in the Netherlands, and proceed¬

ing with discoveries in the North Sea, indigenous natural gas

increased its contribution to total energy requirements from

2 per cent in 1 960 to 7 per cent in 1 970, and the share continues

to grow. This increase in percentage contribution results from

a sevenfold increase in absolute output.

With the announcement of the discovery of very substantial

reserves of crude oil in the North Sea in 1970, the potential

contribution of indigenous oil and gas together became sub¬

stantial. By 1980, it is expected, over 20 per cent of total

energy demand will be met from these indigenous supplies,

compared with 10 per cent in 1970.

Supplies from the Continental Shelf, whether of oil or gas,
involve formidable technical problems and enormous investment

costs. It is therefore of first importance that there should be a

general appreciation of the administrative, legal and fiscal

questions arising in the development of indigenous hydro

carbons, and it is mainly to assist those likely to be concerned

that the Oil Committee's report has been prepared.

The measures applied in the various European Member countries

in these respects have much in common, since governments are

faced substantially with the same fundamental problems,

although there may be somewhat different approaches applicable
to the various national economies and situations.

In view of the substantial offshore possibilities, most countries

on the coast have enacted special legislation for offshore

operations a new feature in the development of European oil

and gas mining law. The provisions applying to natural gas are

not substantially different from those applying to crude oil,

except royalties on quantities produced and the greater likelihood

of government participation in operations.

Annexed to the Oil Committee's report are detailed lists of

regulations, administrative, legal and fiscal, applied in the

European Member countries and Yugoslavia. These regulations

are summed up in the body of the report.

Administrative Regulations

In most of the countries concerned, matters concerning hydro¬

carbons are within the province of the Minister responsible for

mines, who is assisted by advisory boards, central services

engaged in preparing the necessary decisions, and local services

undertaking technical supervision. In many cases, close liaison

is established between geological institutes and bodies engaged

in exploration and exploitation activities.

In federal States like Germany and Switzerland, both hydro¬

carbons and mines are the responsibility of individual States and

Cantons. In Italy, in regions enjoying special status, such as
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Sicily and Sardinia, the regional authorities are responsible for
hydrocarbons and mines.

In the case of exploration for and exploitation of hydrocarbons
offshore, the competent inland mining authorities usually carry
out their responsibilities in co-operation with those concerned
with the various maritime activities.

In most cases, training in activities relating to the exploration for
and exploitation of hydrocarbons is provided in universities and

engineering schools. Only three countriesFrance, Germany
and Yugoslavia have establishments which concentrate specifi¬
cally on providing training in oil activities; while a number,
including France, the Netherlands, Norway and the United
Kingdom, have scientific research establishments concerned

specifically with mining in the marine environment.

Legal Regulations

Generally speaking, mineral resources including hydrocarbons,
are State-controlled, exploration and exploitation activities
being governed by legislation.

In most cases, legislation relating to the sea-bed and sub¬
strata extends to both the continental shelf and the territorial sea,
although in Belgium, France and the Netherlands the inland

legislation applies to territorial waters. This overall body of
legislation establishes that, while some countries place no
restriction on exploration, no-one may engage in mining opera¬
tions and employ all the requisite facilities unless so authorised
by the public authorities.

Eleven OECD Member countries have ratified or become parties
to what is known as the Geneva Convention on the Continental

Shelf, while a number have concluded agreements among

A drilling-platform at an offshore

themselves defining the limits of their respective continental
shelves.

While most countries do not refuse to grant mining rights to
foreigners, they lay down conditions for doing so, specifically
as regards companies, their articles of association, management
and capital. Company boards are frequently obliged to include
a majority of nationals of the country concerned; and a limit

is sometimes placed on the percentage of foreign capital that
can be subscribed, so as to leave the controlling interest to
nationals. Income from invested capital is always transferable.

The granting of permits both for exploration and production is
subject to conditions as regards rights and obligations. The
usual procedure for granting permits involves a public enquiry
and provides for a preliminary investigation to enable the public
authorities to evaluate the technical and financial competence
of the applicant : in some cases permit-holders are required to
provide financial security to guarantee due performance of their
obligations.

Although exploration rights on land are usually exclusive, this
is not so in the case of permits for marine exploration activities
carried out solely on the surface and involving no drilling. Such
permits have been introduced to facilitate prior determination of

the boundaries of offshore areas that could be the subject of
applications for exclusive drilling rights.

The size of the areas for which drilling permits are granted varies
very considerably; it is limited by law in some countries such as

Greece, Italy, Spain, Sweden, Turkey and the United Kingdom.
Some countries reduce the initial area each time a permit is
renewed, with a view to obliging holders to choose special areas

for exploration. In others, official bodies have a privileged
position in the allocation of exploration permits ; Italy, for example

well east of Aberdeen, Scotland.
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Installations for the treatment of natural gas, Groningen, the Netherlands.

divided its continental shelf and territorial waters into five zones,

within which an official body had the right to choose permits

for exploration over an area covering up to 25 per cent of each
zone before the remainder was thrown open to allow other appli¬

cants to claim permits.

Permit-holders have with the exception of those in the Nether¬

lands the option of occupying land required in connection

with exploration work provided that they compensate the surface

owners. In some cases Belgium, Denmark, France, Spain and

Switzerland powers of compulsory acquisition are given to

permit-holders.

In return for the above rights, permit-holders are required to

fulfil a number of technical and financial obligations laid down

to ensure that they carry out their exploration activities with

maximum efficiency. Thus, in France, Italy, and the United

Kingdom activities must be carried out in accordance with a

programme approved by the authorities. Drilling must begin in

the second year in Sicily and the third in Italy, where suspension

of work without permission is penalised by withdrawal of the

permit, as is the case in Denmark if the suspension lasts more than

two years.

Further, permit-holders must comply with a set of rules covering

the health and safety of workers and, for instance in the Nether¬

lands, the interests of third parties.

Similar conditions govern exploitation, including the granting of

production permits, rights and obligations of permit-holders,

areas covered by permits and so on.

In the case of both onshore and offshore activities, any disputes

arising over the interpretation or application of mining legislation
relating to hydrocarbons are settled by the Courts. In some
countries, however, such disputes are matters for arbitration,

either compulsorily as in Greece, Ireland, and the United Kingdom,

or by agreement as in Italy and Portugal; offshore activities are

generally considered as being carried out in the country adjacent

to the area in question, which means that the legislation in force

in that particular State is applicable.

Fiscal and Financial Regulations

Taxes and royalties to be paid by holders of exploration and

exploitation permits vary from country to country ; they are listed
in an annex to the Oil Committee's report. Taxes based on area

are comparatively common and have the effect of encouraging

applicants to restrict the size of the areas for which permits are

requested. Royalties payable to the landowner are unusual, as

hydrocarbons are State property.

Most countries levy a royalty on products extracted. It ranges

from 2.5 to about 21 per cent of output and is either proportional

or graduated. In the United Kingdom, there is a specific royalty

consisting of a fixed rate per production unit for offshore pro¬
duction and a sliding scale for onshore production.

Profit-sharing between State and operator is uncommon,

although provision is made for it in Greece, the Netherlands and

Spain, and in PortugalTor sea-bed workings.

Lastly, in some cases taxes are levied by local authorities.

Some countries offer incentives, such as duty-free import of

foreign exploration equipment, tax relief in the form of accele¬
rated depreciation, and the system of depletion allowances.
France earmarks substantial appropriations in each year's State

Budget for the activities of various bodies connected with oil,

primarily with a view to research and development on new

techniques for exploration and production.
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NEW APPROACHES
TO

THE fIVEW' WORKER

Many workers today, particularly those born after 1945, question both
the purposes and the operation of industry and have shown reluctance
to accept traditional managerial authority. In order to ascertain
what can be and above all what has been done in response to these
emerging, challenging attitudes, OECD's Manpower and Social
Affairs Directorate assembled a group of senior personnel directors
and other management experts. Their meeting, which was held
in co-operation with OECD's Business and Industry Advisory
Committee, adopted a practical rather than theoretical approach to
the problems discussed.

Those who attended provided data and material based on recent

experience in their industries and countries. They placed emphasis
on innovative styles or policies of management and work organisation
which have been most effective in reducing the sense of "alienation" often
felt by workers especially by younger workers and at the same
time have had positive effects on both output and workers' personal
satisfaction in their jobs.

This article derives from the report on the management meeting by
OECD Consultant R.W. Revans, Advisor to the Belgian Industry!
University Foundation ' ].
(1) "Emerging Attitudes and Motivations of workers" OECD 1972

The primary protest, which finds

such wide and insistent expres¬
sion today, is the challenge to

authority. Such has been the common

experience of the management experts
who met on behalf of OECD. It may be
bluntly typified in the form of the ques¬
tion: "What right has this person to
give me orders?" It was most empha¬
tically asked by the workers of France in

May 1968; it is being daily asked, even by
children of their parents.
Striking illustrations were offered from

countries whose citizens have generally
been regarded as models of industrial

and trade-union discipline: in Holland,
where a group of Dutch workers drew a
thick chalkline around their corner of the

factory and forbade entry to all who
could not give a satisfactory explanation
of their mission; in Switzerland, where

trade unions are pressing for amendment
of the Constitution so as to enforce joint

participation with their managements;
in Sweden and Germany, where customary
industrial peace has been at least tempo¬
rarily shattered by the outburst of wildcat

strikes; and in Japan, long regarded in
the West as a "managerial paradise",
where labour is demanding a new social
status.

The purpose was not to pile instance upon
instance, but rather to identify some test¬
ed management approaches which might
enable those dealing with these new atti¬

tudes to handle their industrial problems
with greater confidence and increased

success. It was from this viewpoint that

experiences were exchanged among the
experts, many of them with immediate

responsibilities in relation to shop-floor
workers. Their studies, for instance,
have led them to believe that the most deci¬

sive influence on workers' attitudes and

motivations is the worker's perception
of his management, that is, whether he

considers it sympathetic and understand¬

ing, at one extreme, or hard and arbitrary,
at the other.

From the experts' examples of useful
actions that have been taken, the following
principles of negotiation and consultation
emerged :

systematic or programmed efforts, with

defined responsibilities placed upon par¬
ticular individuals or committees, to

investigate and report upon the problems
of the enterprise as they are perceived by
employees at all levels;

similar efforts to train and develop
people in the enterprise to share in the
identification and amelioration of such

problems;

similar efforts to keep people at all
levels, preferably through or in the course
of their daily work, informed upon all
matters likely to affect that work or the
conditions under which it is carried out.

The three general activities were identi¬
fied as "consultation, education and
information".

Examples of Useful,
Corrective Aetion

A small but vivid example of what has
been done to modify workers' attitudes

came from an American report: a parti¬
cular town had great problems disposing
of its garbage because of a lack of wor¬

kers applying for the job. The garbage,
it was disclosed, was carried (for short
distances) on the backs of the collectors.

As soon as the latter were given scooters,
there was a waiting list for the work.

A larger illustration involves a Japanese
firm employing about two thousand per¬
sons. A new management estimated the

problem in the past as being over-orga¬
nisation and rigidity. It set as its primary
objective in its efforts to develop more
positive attitudes towards work a method

of enabling every worker to perceive
what he could do to help his group turn
in a good performance. The strategies
to achieve this highly personal involve¬
ment are best expressed in management's
own (translated) words:

First, organise a group as small as
possible. If a group at the base of the

organisation is found to be too big, reduce
it to ten or less. Members of small groups
can keep their independence and indivi¬
duality.

Make it possible for each group to
appreciate its objectives, and how they
are set, so that every member sees clearly
and simply what is to be done. Set an
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(Left) : At Volvo's automobile assembly plant in Gôteborg, Sweden, workers change jobs every four hours, rotating in the order shown by the arrows. (Right) :
Organisation of the work is discussed by production engineer, the foreman and workers.

objective which can be simply stated. Let
each member then explain what this means

in his own words. Turn this objective

into operational targets that all members
understand. After that discuss these tar¬

gets and how they are to be reached, so
that the group is committed to them.

Make sure that the group has a leader.
The best leader is appointed by the supe¬
rior management and yet supported and
trusted by the group.

The results achieved by the group must

be speedily rewarded and knowledge of
them fed back for early appraisal.

Encourage reciprocal and dynamic dis¬
cussions between the leader and his group
members.

By pursuing these lines of small groupings
and by giving new incentives, the Japanese

company averaged an increase in produc¬
tivity of over 1 5 per cent per year for four
years. An analysis of this increment
shows that about 5 per cent could be
attributed to the small-group policy alone.

In Sweden, experiments in new forms of
work organisation have been going on for
the past four years in an automobile plant.
The immediate cause of the experiments

was the alarming drop in recruitment.
The more highly educated youth of mod¬
ern Sweden now show little desire to

work in traditional, conveyor-belt factories,

which are seen as steeped in monotony

and barren of scope for initiative (save
that of pressing for higher wages).

In the first experiment, about 30 men have
been involved in testing new forms of job

organisation within an existing plant.
These pioneers formed development groups
to see to what extent present workers

could identify the causes of current pro¬
blems and suggest developments needed

to cope with them.

The groups combine operators together
with work analysts and supervisors, and

can call in planning engineers and design¬
ers. All work together throughout the

development of new designs. Quality
control has been taken out of the hands

of specialist inspectors and given to the
group itself. Thus faults are detected at
final assembly and then referred back to
the individual who failed to check the

defective part.

Specialist maintenance functions, as well
as the general care of machines, have largely
been given back to the operators, who
now service their own equipment. These

highly operational forms of job-enlarge¬
ment have been accompanied by intensi¬

fied improvement in work methods and
by other forms of work simplification.
Among other innovations: a man may be
released for a few weeks to discuss job

methods with somebody whose task is

very different from his own; individuals
are encouraged to learn a number of jobs,
even to assemble complete engines on

their own. These widenings of the vision
have led to a demand for educational

courses in basic subjects, such as econo¬
mics and technology.

This experience of new forms of worker

co-operation has now been built into the
design of a new factory. The work group,
flexible in structure, rather than the con¬

tinuous assembly line, is the basic opera¬

ting unit. Each group settles its own
allocation of tasks and its own work

programmes, and most groups differ from
each other. One, for instance, is devoted

mainly to training. Its ultimate goal is
to have every fitter capable of assembling
an entire engine on his own in less than
an hour. This represents an enormous

expansion in the scope of workers to

develop their skills and promises the pros¬

pect of productive stability. Self respon¬
sibility, task autonomy and group co-op¬

eration already have had a stimulating effect

upon both recruitment and attendance.

It was striking to note the almost complete

similarity between these studies by a

Swedish automobile plant and those by a

Japanese domestic appliance firm. In all
major particulars they made the same

suggestions and reached the same conclu¬
sions. The homogeneity of two such

different cultures in diagnosing and dealing

with the deeper causes of hostile attitudes

and inadequate motivations on the part
of their workers offers industrial manage¬

ment everywhere the elements for solution
of their own personnel problems.

The group of management experts that
met at the invitation of OECD was well

aware of the fact that the relations between

management and labour today can be trac¬
ed back to conditions in the 18th century.

The experts were equally aware that
the problems which have accumulated and
are now pressing for solution cannot be
cured by any simple, rapid or easily
discovered process. They agreed, how¬
ever, that management cannot escape the

prime responsibility of asking itself how
it presently obliges its employees to spend
their working lives, since the way a man

earns his living is such a significant part
of his life. There is also the factor of

productive stability: the cost in lost pro¬
duction of a stoppage involving ten thou¬

sand workers may easily exceed the annual

capital expenditure in the plant involved.
If management is prepared to make the

often considerable effort involved,

much can be done to respond construc¬

tively to the problems posed by the
changed attitudes of today's workers.
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New Standardized Tax Statistics

BETTER INTERNATIONAL
COMPARISONS

OF GOVERNMENT REVENUES

A new series of comparative figures on general government tax revenues of OECD
countries for 1968-1970 has just been made available to the public (1) .

These standardized revenue statistics are far more detailed than any so far drawn up and the classification
has been designed to provide maximum comparability beetween countries having different systems of

taxation or differing emphases in their taxation policies. The following article describes the background and
development of the new statistics as well as what they reveal about

differences between countries' taxation policies and practices.

Given the growing importance of government expenditures
in the economies of OECD Member countries they
presently account for between 14 and 37 per cent of
GNP the way in which these expenditures are financed

cannot fail to have a considerable influence on demand, on
income distribution and on the allocation of resources. In order

to facilitate analysis of the effects on such economic variables of

alternative means of collecting revenue and hence to help govern¬
ments refine their use of fiscal policy, OECD's Committee on

Fiscal Affairs has developed a new international system for
classifying these revenues. (See inset page 1 8 for the list of items.)

The new system, which was developed by a group of taxation
experts from 23 countries over a period of eighteen months, is
far more detailed than the National Accounts system which has
hitherto provided the only framework for international compa¬
rison. It includes seven headings and forty-two subheadings as
against only five items in all for the National Accounts system.
The new classification is also more detailed than many national
systems which means that not every country is able to fill in all
the slots as yet, but the outline could serve as a guide to govern¬
ments as they improve national statistics.

Because of its greater detail and also because the classification

has been made by a single group of experts rather than by the
individual governments, the new system provides greater compa¬
rability between countries. For example, in National Accounts the
Austrian and German "Gewerbesteuer" is classified as an indirect

tax, even though the bulk of it is levied on company profits and
profits taxes are normally classified as direct taxes. After consul¬
tation between the OECD experts and the tax authorities concer¬
ned, it was decided to include receipts from that part of the
"Gewerbesteuer" which falls on company profits in the heading
"taxes on company profits" to ensure comparability with other
countries.

The classification has been made according to two broad criteria:
first, the basis of charge (e.g. income and profits, payroll, property,
the price of goods and services) and, in certain cases, who pays
the tax households or enterprises. Insofar as practicable, the
categories have been chosen to correspond to the requirements
of economic analysis.

The advantages of the new system can be illustrated by its treat¬
ment of indirect taxes. In national accounts, this item is a

category in itself though it includes such disparate components
as property taxes, value added taxes, excise taxes, municipal
business taxes, user taxes and payroll taxes. In the new system,
receipts from each of these items may be separately identified,
and the distinction between direct and indirect taxation is not

used at all because of differing views on how particular taxes,
such as property taxes and employers' social security contributions,
should be classified.

The system is so designed that the individual items can be used as

"building blocks" and can be aggregated in various ways depend¬
ing on the purpose at hand or the user's views. Thus, for

example, the user can make his own distinction between direct and
indirect taxes (or between taxes levied on households and those

(Continued on page 18)

(1) " Revenue Statistics of OECD Member Countries, 1968-1970
A Standardized Classification ". The study covers tax revenues
and social security contributions which represent roughly 90 per
cent of government revenues. During 1973 it is intended to
backdate the information to 1965 and update it to 1971 and also
to include other revenues e.g. profits ofpublic enterprises, govern¬
ment income from assets and property, donations and grants and
administrative charges and fees covering the years 1968-71.

15



WHAT THE NEW
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(a) by broad la.rgroupings
(in percentage)

The new figures show striking differences

in methods of raising revenue as indicated

by relative reliance on four different types
of taxes. Iceland, Ireland, Turkey and

Greece rely most heavily on taxes on goods

and services (mainly consumption taxes)
while the United States uses such taxes

only to a limited extent (they account for

19 per cent of total US tax revenues).

Among OECD countries Australia relies

most heavily on incomes and profits taxes

(with 52 per cent of tax revenues coming
from this source) closely followed by
Sweden, the United States, Denmark,

Canada, Japan, Finland and Switzerland

(where 40 per cent of revenues come from

this source) ; at the other extreme Greece,

France, Italy and Spain obtain less than

20 per cent of their tax revenues from

incomes and profits taxes. Reliance on

social security contributions varies even
more as between countries. Other taxes

generally do not account for more than

15 per cent of total tax revenues. These

differences must be interpreted cautiously

because of the borderline cases of the

kinds referred to above.
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Ireland, the United Kingdom and Denmark

depend most heavily among OECD coun¬

tries on receipts from taxes on tobacco ;
France and the United States least so.

Ireland, Australia, Denmark, the United

Kingdom and Sweden have the largest
share of receipts from taxes on alcohol ;
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THE TAX RATIO IA OECD

COf ATR/ES (average lfMM-1970)
Total taxation to GNP at market prices

Taxation as a percentage of GNP is

highest in Scandinavia and the Netherlands

and lowest in the developing countries of
OECD. It is very low also in Japan and

Switzerland and relatively low in Australia

and the United States. The picture is

somewhat different if social security contri¬
butions are not counted as a tax.

The report notes that the term "tax ratio"

is preferable to that of "tax burden"

because, though taxes may be said to be

a burden for individuals, for society they

must be considered as payments for the

various activities of governments. The

differences between countries in the ratio

of total taxation to GNP is often misin¬

terpreted in a policy context. What it

primarily shows is the relative preference

of a country for various kinds of public

goods and services over private goods and

services and the role of government in the

redistribution of income through taxation.

Even as a measure of government interven¬

tion in the economy, the tax ratio is subject
to limitations: it does not take into account

revenues from other sources than taxes

which, though relatively small, may vary

quite considerably from country to coun¬

try. Perhaps even more important, they
cannot take into account varying govern¬

ment reliance on expenditures in the form

of tax reliefs or reductions. Thus, for
example, family allowances granted in the
form of tax reductions are reflected in a

relative decline in tax receipts whereas

similar allowances paid as transfers to
households are not.

(a) Excluding Social Security (b) Including Social Security
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11. LUXEMBOURG (1) ..

12. CANADA	

13. ITALY	

14. IRELAND 	

13. GERMANY 	

14. LUXEMBOURG (1) ..

15. UNITED STATES

16. FRANCE 	

17 GREECE (1)

15. ICELAND (2) 	

16. UNITED STATES ....

17. GREECE (1) 	

18. ITALY	

19. SWITZERLAND

20 TURKEY 	

18 AUSTRALIA 	

19. SWITZERLAND

20. PORTUGAL 	

21 TURKEY 	21. PORTUGAL 	

22. JAPAN 	

23. SPAIN	

22. JAPAN	

23. SPAIN	

(1) Average of 1968 and 1969 only
(2) 1969 only for Iceland.

for Greece and Luxembourg.
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TheNew OECD Classifiration ofRevenues

1000 Taxes on Goods and Services 3000 Social Security Contributions
1100 Taxes on the production, sale, transfer, leas 3100 By employees

3200 By employersing and delivery of goods and rendering of
services

3300 By self-employed or non-employed persons
1110 General taxes

1120 Taxes on specific goods and services 4000 Taxes on employers based on payroll or
1121 Excises

manpower
1 122 Fiscal monopolies
1123 Customs & import duties 5000 Taxes on net wealth and immovable pro
1124 Taxes on exports

perty
1125 Special taxes on investment goods

1126 Taxes on betting and gambling 5100 Recurrent taxes on net wealth

stakes 5110 Paid by households and institutions

1127 Taxes on specific services 5120 Paid by corporate enterprises

1128 Exchange taxes 5200 Recurrent taxes on immovable property

1200 Taxes in respect of ownership and use of,

or permission to use, goods or to perform

5210 Paid by households

5220 Paid by enterprises

activities
5230 Paid by institutions, etc.

5300 Non-recurrent taxes
1210 Recurrent taxes

1211 Paid by households in respect of
5310 On net wealth

motor vehicles
5320 On immovable property

1212 Paid by households in respect of 6000 Taxes and stamp duties on gifts, in
other goods or activities

1213 Paid by other users or owners
heritances and on capital and financial

1220 Other transactions

6100 On gifts and inheritances
2000 Taxes on Income and Profits 6110 Gifts

2100 Paid by households and institutions 6120 Inheritances

2110 On capital gains 6200 On capital and financial transactions
2120 Other

2200 Paid by corporate enterprises
7000 Other taxes

2210 On capital gains 7100 Paid solely by enterprises
2220 Other 7200 Other

levied on enterprises) as he sees fit, and use the individual items

to build up sub-totals of tax receipts according to his requirements.
In this context, social security contributions figure in the list since

they represent on average about a third of general government

revenues, since, like taxes, they are generally compulsory and
since the kinds of benefits for which they are earmarked sometimes

come from general government revenues or from the proceeds of
a particular tax. But users of the system who think of social

security contributions as insurance are free to count them out.

Despite the care with which the statistics were prepared, methods

of imposing taxes differ so substantially from country to country
that borderline cases arise. For example, in some countries,

property taxes and employees' social security contributions have

certain characteristics of an income tax (in that the rate may vary
with the amount of income of the payer and the base may take
account of the number of his dependents etc.). The question
then arises: how should they be classified?

Problems caused by such ambiguity have been resolved in two

ways: first by appending a detailed commentary to the list, noting
the types of taxes that would normally be included and those that

would be excluded from each category. For example, receipts
from property taxes are usually shown under "taxes on immovable

property", but a note lists nine borderline cases (taxes on property
levied on the basis of a presumed net income, taxes levied on the

basis of a presumed rental value, on the occasion of an improve¬
ment in the value of property etc.) and indicates how each should

be classified. Secondly, in the listing of individual countries'

receipts, amounts derived from these borderline cases are shown

by footnote, so that they may be re-al located to other categories
if the particular analytical purposes suggest that they should be.

The data, though more detailed than any so far available, do not

yet permit the type of analysis that would answer some of the

most interesting economic questions : what is the effect of differing
types of taxes on income distribution ? Do certain taxes have an
incentive or disincentive effect on business investment? To

answer this type of question other information would be needed

to supplement the data on tax receipts that has now become

available: information on tax rates in particular and on the

amounts of income to which these rates apply. In addition,

refined data on the receipts themselves would be necessary: a

breakdown according to income classes, information on the

regressiveness or progressiveness of various taxes, and on net

receipts (revenues minus government transfer payments to indivi¬

duals and enterprises in the form, for example, of tax rebates).

Hence this type of analysis would be possible only in a second
stage of work on government revenues. As the analysis proceeds,

it should in principle help to gear fiscal policies more closely to
the specific aims of governments.
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The Resurgence of Inflation

The present marked strengthening of inflation, particularly in Europe, raises difficult immediate policy
issues. In many European countries, consumer prices are now rising twice as fast as normal, and in
some of them the price rise has recently become 10 per cent or more. For Europe as a whole, the price rise is
now back to the rate which prevailed at the peak of the previous cycle, despite the fact that a number of
countries are still concerned to restore acceptably high employment conditions and are pursuing demand
management policies to this end.

The increased pressure on prices in Europe can only partly be ascribed to special temporary factors such
as the meat shortage, the effects of the relaxation of earlier price controls, increases in public utility
charges and the passing-on of previous above-average increases in labour costs. A generally stronger
rising trend of costs and prices seems to have re-emerged. Even in the United States, where resort to
price and incomes controls and short-term productivity gains have helped to slow down the inflation, with
some consequential benefits to other OECD countries, the rate of price increase is still well above the aver¬
age of the I960's .

One particularity of the present situation in Europe is the apparent uniformity of the rate of price increase,
despite considerable differences in the degree of demand pressure between countries. Inflation often trans¬
mits itself, with time-lags, from larger to smaller countries through international trade, raising the import

(continued on page 20)
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prices of the latter and confronting them with an export boom on
top of domestic demand. In the present case, the process of inter¬
national transmission may be being speeded up by psychological
factors affecting most European countries at the same time. The
importance of achieving simultaneous and mutually-supporting
action by European governments to reduce the rate of price
increase, is fully recognised both in the European Communities
and in the wider framework of OECD.

The problem was considered in the Economic Policy Committee
of OECD on 15th-16th November (1), and in the light of the

conclusions the Council adopted a Recommendation on the pro¬
blem of inflation and economic expansion on 12th December.

Implications for Economie Polie

To make an effective indentation on inflation by demand manage¬

ment alone would require draconian measures of restraint, which
no country would wish to impose under present conditions and
which might, indeed, be counter-productive. Developments dur¬
ing 1972 strengthen the case for a multi-policy attack on inflation

supplementing control of aggregate demand by other steps.
The apparent success of the measures of price and income control
adopted last year by the United States authorities lends support
to the experience of several other countries that such measures
may be useful, at least in dampening price expectations and giving
a breathing space. Somewhat similar measures are now being
taken in the United Kingdom after the failure to achieve a volun¬
tary arrangement. The difficulties of continued policies of price
and incomes restraint are well-known. Nonetheless, it may prove

that by breaking into the circle of price and wage escalation they
can, in appropriate circumstances, exert a useful brake on inflation¬
ary expectations. More active manpower and regional policies
can also help to reduce inflation by securing better use of existing
resources and enabling serious regional or sectoral unemployment

problems to be eased without raising the level of demand in those
areas where over-heating already threatens or exists. Policies to
increase competition in particular sectors of the economy can also
do much in this direction.

Consideration of such policies clearly should not distract attention
from the continuing problems of demand management. Policies
governing the trend of total expenditure will need, from now on,
to become increasingly prudent in the OECD area as a whole. A
strong revival of economic activity from the recession which affec¬
ted in varying degree most Member countries during 1970 and
1971 is now well under way, helped by expansionary policies and
a recovery of business confidence from the disturbed conditions
that preceded the Smithsonian Agreement on exchange rates of
December 1971. If the 6 % per cent growth rate forecast for
OECD next year is realised, it will be one of the highest recorded
since 1955. The revival is particularly well advanced in North
America where both business and household demand have been

rising rapidly and where the need for some restraint may, before
long, become apparent. In some countries, conditions are such
that governments are already faced with the need to restrain the
growth of demand. In some other countries, especially Italy and
Japan, where business activity has only more recently begun to
turn upward, an adequate rate of growth througth 1973 will depend
on the degree of policy support.

The Problem of Unemployment

A further particularity of the present situation is that in many

countries faster growth of output is only making a slow impact
on unemployment. In the United States and the United Kingdom,
unemployment has fallen but remains high. In Canada and
Italy, the situation has become worse. At lower levels, unem¬

ployment has also risen somewhat in 1972 in Australia and in a
number of other European countries. It is normal for employ¬

ment to lag behind output as productivity increases in the early

phase of a cyclical upswing, but there is disturbing evidence of
structural causes of unemployment which may be alleviated but

not removed by rising aggregate demand. Apart from regional

and occupational imbalances between supply and demand for
labour, which are important in some countries, failure to maintain
a rate of capital formation sufficient to equip a labour force swollen
by demographic factors and rising participation rates (especially
among women) may be contributing more generally to a rising

plateau of unemployment.

If present rates of expansion continued through 1973 into 1974,
most countries Italy and Japan being important exceptions
would find themselves in the full employment zone and some of
them would be back in conditions of excess demand. In these

cases steps will have to be taken during the next twelve to eigh¬
teen months to bring the pace of expansion back to a more

normal cruising speed. The appropriate timing of such steps will
obviously vary from country to country but will need to take
account of the tendency for expansion to accelerate. This tendency
is partly due to the fact that business investment demand usually
responds fairly late in the process; in the smaller countries it also
reflects the spillover effects of expansion in larger neighbouring
countries through disproportionate increases in imports.

In several countries growth of money supply has been unusually
rapid. It seems recognised that it would be unwise to allow such
abnormal rates of monetary expansion to continue for much

longer, and monetary policy will everywhere have a contribution to
make when restraint becomes desirable. In this respect, however,

due attention has to be given to the possible impact on the inter¬
national situation should monetary restraint be pushed too far in

Europe. Interest rates in Europe are in any case liable to be
driven up by expectations of continued inflation, and excessive
reliance on monetary restraint could, through the effects of widen¬
ing interest differentials on capital movements, impede the return
of confidence in the international monetary system in its present

transitional stage.

In formulating fiscal policies for restraint, as and when they
become necessary, it may be desirable to pay regard to the regional
and industrial impact of demand pressures, and to consider the
possibility of selective measures aimed at minimising both unem¬
ployment and inflation. In those countries and regions, for
example, where inflationary bottlenecks have emerged in construc¬
tion during past upswings, there may be possibilities for influenc¬
ing private building activity or for reviewing the timing of publicly
financed projects. Where unemployment is heavily concentrated
in certain regions of the country, there may be scope for selective
measures to reduce unemployment without causing excessive pres¬

sures in high-demand areas.

(I) Text of the Council's Recommendation, and of the Conclusions of the
Economic Policy Committee were published on 15th December, 1972.
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I ta la nee of Payments Prospects

The cyclical upswing in the major countries has contributed to a

rapid increase in the volume of world trade, but its uneven timing
has been one factor holding back the hoped-for improvement in
the pattern of current balances of payments. It was always
expected that, owing to the initial "perverse" terms of trade
impact of the Smithsonian exchange-rate realignment, the pattern
would look worse this year than last. But the outcome for 1972

now seems likely to be even less satisfactory than envisaged. In
particular, the current deficit of the United States will probably be
$5-6 billion larger than in 1971, partly because of the strength of
domestic expansion in the United States. And the current surplus
of the United Kingdom may decline by some $2-2 % billion, to
a position of approximate equilibrium. The counterpart to these
deteriorations is fairly widely spread. Japan's current surplus,
although the largest in the area, has increased only slightly. Most
of the counterpart lies rather in larger current surpluses in Italy,
the Netherlands and Belgium, and in certain other smaller OECD

countries, and in an unexpected decline of the surplus of the
OECD area as a whole with the rest of the world.

Present balance of payments forecasts for 1973 indicate some

progress towards better equilibrium on current account, on the
grounds that the volume effects of the currency realignment should
increasingly make themselves felt, and that the Japanese Govern¬
ment has recently taken an important range of measures designed
to reduce the current account surplus. But the prospect remains
very uncertain, if only because of cyclical factors, and the existing
forecasts by the Secretariat suggest that, in 1973, the major imbal¬
ances will remain substantial. Hence the importance of any steps
open to individual countries, especially those with excessively
strong balances 'of payments, to assist and hasten the adjustment
process.

Through part of 1972, balances of official settlements were helped
by reflows of mobile funds to the United States. These probably
reflected, in part, improved confidence following the Smithsonian
Agreement and, in part, the difference between interest rates in the

United States and elsewhere. But the large international flows
of funds that accompanied the sterling crisis in June and July are
evidence that confidence in the realignment is still somewhat deli¬
cate. And it may be unwise to assume that interest rate differentials

will continue to serve to reduce the pressure on official settlements
positions, even though the existing structure of controls and other
measures to influence such flows may continue. The need to
ensure a substantial turn-around between the current account

positions of the United States and the other industrialised countries

must remain paramount if the international monetary system is
to work smoothly and with an appropriate high degree of freedom
for current and long-term capital transactions.

IMMKSTK' IMtOSIW TS

1973 is likely to witness very rapid growth in real output. GNP
in most major OECD countries will probably rise at above-capacity
rates and this will, in turn, have a strong expansionary impact on
the smaller and more trade-dependent countries. No deceleration
is expected during the year, given the present relatively expansion¬
ary stance of most countries' policies. Indeed, if anything, the
balance of uncertainties would point in the direction of faster
rather than slower expansion. This may well prompt the adoption
of restrictive measures as the year wears on.

Though cyclical positions vary, an acceleration of growth is fore¬
seen in practically all Member countries (see Table 1 for forecasts
of seven major countries). Notable characteristics of the fore¬

casts are the length and the broadly-based nature of the upswing,
with most major countries expanding at rates well above capacity
growth for a longer period than in similar situations in the 1960's.
To a large extent such a forecast development is, of course, linked
to the wide margins of slack existing in the area in 1971.

As is often the case in periods of recession, private consumption
played a preponderant role in sustaining economic activity in the
major countries in 1971. What is perhaps more interesting is
that in a number of countries the contribution of private consump¬
tion to the subsequent recovery has been more important than in
similar phases of past business cycles. This development would
seem to have been largely influenced by policy. In countries such
as the United States, Canada, the United Kingdom or Australia,
the principal vehicle by which governments have sought to accelerate
demand has been a very fast expansion of transfers to households
and cuts in taxation. Compared with other periods in which
governments in these countries aimed to promote faster growth,
there has been less emphasis over the last two years or so on direct
government expenditure on goods and services. In Japan, by
contrast, a major contribution to the economy's recovery has
come from public investment. Short-run considerations were here

compatible with the longer-run aim of re-orienting the country's
growth pattern away from private investment and towards more
social welfare.

(Continued on page 22)

Table I. Average
1958-59

From

previous ; ear

From

previous hall -vear

Growth of real GNP in seven

major countries

i crcentage changes

Seasonally adjusted

to

1969-70

1971 1972 1973 1971

11

1972

I II

1973

1 11

United Kingdom" 3.1 1.4 3} 5 5.1 0.7 6J
at annual rates

Estimates and forecasts

United States

France"

4.2

5.8

2.7

5.1

6|
51

61
6

3.7

7.0

7.3 7

5.0 5
6.
6]

6

6

Germany
Italy
Canada

5.3

5.8

4.8

2.8

1.1

5.5

3

6

51
5

6

-1.3

5.2

7.5

5.8 3

1.2 4.1

5.4 5|

51
5

6.1

6

6.1

a) GDP.

b) 1970 weights and exchange rates.

Japan

Total of above countries6

11.3

5.3

6.7

3.3

8*

5|

i o :;

6J

5.7

4.0

8.7 10]

6.3 61

10.1

6.1

II

6.1
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More recently, as expansion has gathered strength, business invest¬
ment in both plant and inventories has begun to recover, most
markedly in the United States. By 1973, this component of
demand may be expanding very strongly, reducing the relative
contribution of private consumption to more normal levels.

In contrast to the situation described for the major countries, in a

number of the other OECD countries the prime factor in the present

growth of output is a very rapid increase in exports and improve¬
ment in the foreign balance.

Despite rapid real growth, the margin of slack which was built
up through 1971-72 is unlikely, in a number of countries, to be
fully reabsorbed in the next twelve months. Tentative Secretariat
estimates of the gap between forecast and potential output, shown
in Chart A, suggests that Italy and Japan in particular might still,
at the end of the period, have very substantial spare capacity.

While there are dangers of too rapid expansion in the period ahead,
unemployment still remains a serious problem in a number of
Member countries (see Table 2). Despite the sharp acceleration
of demand recorded over the last 12 months, absolute unemploy¬

ment (seasonally adjusted) in the area as a whole was some 200.000
higher in the first half of 1972 than in the second half of 1971.

The present posture of economic policies and expected growth
rates of output should contribute to some reabsorption of unem¬
ployment. But this may well be insufficient to bring back the
number of jobless to the levels experienced in past periods of
upswing. Thus, in the three countries in which unemployment
rates were highest in the first half of 1972, only limited progress
is expected over the forecast period (2). In these countries, as in
others, demand management may thus be an insufficient tool for
improving labour market conditions. Policies of more direct
intervention would seem to be necessary, in order to tackle the

regional, age/sex or qualification problems which are apparently
becoming more acute.

1972 has seen a disquieting deterioration of the price performance
of European countries. While special factors have to be taken
into account in assessing the present situation, there must be some

danger that Europe will ratchet up to a new and higher average
level of inflation.

A number of governments have reacted to this situation with
renewed efforts in the field of prices and incomes policies, together,
in some instances, with cuts in tariffs and a tightening of monetary

policy.

The forecasts for the movement of prices in 1973 (see Table 3) are
based on what is already known of the policies of individual
countries. The forecasts for France, Germany and Italy are ex¬

pressed as a range, the lower end of which would be consistent
with achievement of the aim of the European Communities to keep
the rise of consumer prices between the beginning and the end of
1973 down to 4 per cent (excluding the effects of any increases in
indirect taxes). Given the speed with which prices have been

rising in the later months of the present year, achievement of
this aim would still leave these countries with an increase of some

5 to 6 per cent in the average level of the GNP deflator between
1972 and 1973. The forecast for Italy takes account of the intro-

(2) The following table indicates broadly the range of regional unemployment
rates in selected OECD countries in 1971.

Seasonally adjusted unemployment rates for 1972 I and Secretariat forecasts
for 1973 II are:

A. ACTUAL AND POTENTIAL GNP
in seven major countries

Seasonally adjusted

1969 actus! GNP - 100

Potential

Actual

United Kingdom 3.5 3

United States 5.8 4%
Canada 6.1 5%

1969 1970 1971 1972 1973
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A\ erase of

Table 2 . 1970 1971
Qi

1971

Q2 03 Q4

1972

Ql 02

latest three

months

Unemployment indicators in
selected OECD countries.

ending in:

Per cent of civilian labour force, Unemployment rates

seasonally adjusted. United Kingdom" 2.3 3.0 2.6 2.9 3.2 3.4 3.6 3.5 3.2 Nov.

United States 4.9 5.9 6.0 6.0 6.0 5.9 5.8 5.8 5.5 Oct.

France6 c 1.7 2.1 2.0 2.2 2.1 2.3 2.3 2.4

Germany 0.5 0.7 0.6 0.7 0.8 0.8 0.8 1.0 1.1 Oct.

Italy0 3.2 3.2 2.9 3.2 3.2 3.2 3.2 3.7 4.1 (July)

Belgium 1.9 1.9 1.8 1.8 1.9 2.0 2.1 2.2 2.3 Aug.
Canada 5.9 6.4 6.4 6.4 6.5 6.5 6.0 6.1 6.9 Oct.

Japan 1.1 1.1 1.0 1.0 1.1 1.2 1.1 1.1 1.2 Sept.
Australia 1.1 1.3 1.2 1.2 1.4 1.6 1.7 1.8 2.0 Sept.
Sweden 1.5 2.1 1.7 2.1 2.1 2.2 2.1 2.0 2.0 Sept.

a) Great Britain.
b) Adjusted to take into account the Ratio: unemployed-jobs vacant

extension of the National Employment

Agencies. United Kingdom" 2.2 4.2 3.2 4.0 4.6 5.3 5.5 4.7 3.6 (Nov.)
c) Quarterly index. France 2.8 2.7 2.9 2.5 2.6 3.0 3.0 2.6 2.2 Sept.
Sources: Various national sources;

OECD, Main Economic Indicators and
Secretariat estimates.

Germany
Japan

0.2

0.7

0.3

0.9

0.2

0.8

0.3

0.9

0.3

0.9

0.4

1.0

0.4

1.0

0.5

0.9

0.5 Oct.

0.9 Sept.

duction of VAT. For the United Kingdom, no meaningful forecast

is possible given the uncertainty, at the time of writing, concerning
the policies to be followed at the end of the present temporary freeze.

IXTEUYVTIOXAI.

PROSPECTS

In the first half of 1972, the largest increases in real import demand
came from North America, which is furthest ahead in the upswing

(and where a rebound from earlier strike-depressed levels also
contributed). In particular, the strong growth of consumer expen¬
diture in the United States appears to have induced a striking
expansion of imports of consumer goods (3) a category which
may be increasingly sensitive to fluctuations in domestic demand.
By 1973 (see Chart B), the acceleration in the demand for imports
may be widely based over the area as a whole, stimulated by
buoyant demand conditions. Import demand in Japan and Ger¬
many should be reinforced by exchange rate effects.

The effects of the realignment of exchange rates may be clearer
on the export side. Largely because of the shift in relative export
prices up to the first half of 1972, the United States is expected to
make significant market gains while German shares may remain
roughly stable. Japan appears, exceptionally, to have experienced a
considerable market loss in volume terms in the first half of 1972

and may continue 'to lose markets through 1973. The United King¬
dom is likely to show an above-average loss ofexport market shares
in 1972, reflecting in part the deterioration in its competitive posi¬
tion since mid- 1970 and in part losses due to strikes. The down¬
ward float of the pound, which may next year approximately
restore relative export prices to the position at end-1970, could
lead to relatively good export performance in 1973 (4). France's

(3) Consumer goods (excluding cars) , which account for nearly 20 per cent
of the United States import bill, were the fastest growing category of imports
in the first half of 1972, contributing almost 40 per cent of the increase in value
imports.
(4) The lags in the effect of parity change on export volumes appeared to be
quite long after the 1967 devaluation. On this occasion, however, they may be
shorter as the adverse relative price development has'Jyeen reversed much more
quickly.

Table 3.

GNP deflators

Percentage changes
Seasonally adjusted at annual rates
Estimates and forecasts

a) GDP deflator.

b) 1970 GNP «eights and exchange
rates; 197.1 totals exclude United Kingdom.

Average
1958-59

to

1969-70

United Kingdom" 3.6
United States 2.4

France" 4.4

Italy ' 3.9
Canada 2.6

Japan 4.7

Total of above countries6 3.1

Other OECD6 4.1

Total OECD6 3.2

Of which: Europe6 3.9

From

previous year

1971 1972 1973

9.0

4.7

5.0

7 6

6^9
3.3

4.3

5.3

7.5

5.6

7.2

J2

f. l

6

4!

4J

6

5i to 51
5 to 5|
6 to 7

4i
51

4 to4i

6\ to 7

4i to 4f
5£ to 6

From previous
half-year

1971

II

7.5

2.8

5.3

8.1

4.1

3.7

4.9

4.2

1972

I II

5.6

3.4

5.4

5 4

6.2

5.0

3.8

4.2

21
6

f.

H
5

6

H
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B. TOTAL TRADE
imports export.,

OF MAJOR OECD COUNTRIES
Forecasts
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Table 4.
1971 1972 1973 19"

I

T

II

1972

I II

1973

I II

Current balances

S billion.

Seasonally adjusted.

United Kingdom
United States

2.54

-2.85

0.25

-8.40

-0.50

-5.50

1.01

-0.47

1.53

-2.38

0.35

-4.61

-0.10

-3.80

-0.35

-3.20

-0.15

-2.30

France* 0.45 0.70 1.30 0.16 0.29 0.25 0.45 0.55 0.75

Germany 0.17 0.30 -1.10 0.20 -0.03 0.17 0.10 -0.30 -0.80

Italy 1.85 2.80 3.20 0.41 1.44 1.52 1.30 1.50 1.70

Belgium-Luxembourg''
Netherlands

0.65

-0.17

1.20

1.00

1.20

1.00

0.25

-0.07

0.40

-0.10

0.65

0.50

0.55

0.50

0.55

0.50

0.65

0.50

Canada 0.34 -0.90 -0.80 0.50 -0.16 -0.34 -0.55 -0.45 -0.35

Japan 5.80 6.30 5.20 2.31 3.49 2.90 3.40 2.80 2.40

Australia -0.90 0.20 0.25 -0.44 -0.46 0.01 0.20 0.15 0.10

a) Transactions with all
countries.

Other OECD North

Other OECD South

-1.15

0.49

0

0.60

-0.20

0.60

-0.71

0.19

-0.44

0.30

0

0.30

0

0.30

-0.10

0.30

-0.10

0.30
b) Secretariat estimates on

a transactions basis. Total OECD 7.22 4.05 4.65 3.34 3.88 1.70 2.35 1.95 2.70

competitive edge, still very much apparent in 1972, may be slightly
blunted by 1973, with only modest market gains being recorded (5).

The evolution of the pattern of OECD countries' current payments

in 1972 has differed significantly from what was expected in Eco¬

nomic Outlook N° 11 (see OECD Observer N° 59, August 1972).

It was then already anticipated that as a result of cyclical factors
and initial terms of trade effects stemming from the realignment

the structure of current balances this year would be far from

satisfactory (see Table 4). The outcome now appears likely to be

still less satisfactory, particularly because of a much larger current

deficit for the United States and very high surpluses in Italy and

the Benelux countries; the Japanese surplus, though still very

large, may be somewhat smaller than forecast earlier. It appears
unlikely that misjudgment of the realignment effects can have

been a major factor in the divergence between earlier fore¬
casts and the outcome now likely, since realignment effects for

1972 were in any case expected to be relatively modest. There

appears rather to have been a faulty assessment of other factors.
One important factor has been the unexpected decline of the
balance of the OECD area as a whole with the rest of the world;

this particularly affects the United States, Japan and the United
Kingdom.
The current deficit of the United States now looks like being 85

to 6 billion larger in 1972 than last year. The invisible account

turned out significantly less well than expected (6); but the main
factor is a worsening of about S4 billion on trade account. Of

this, nearly 82 billion may be " terms of trade " (7) effect, and
rather more than 81 billion attributable to cyclical factors. This

would imply that any volume effects of the realignment this year
would have been more than offset by deterioration for other than

cyclical reasons. Substantial volume effects of the realignment may

come through in 1973, but cyclical factors will probably be more
adverse than in 1972, thus reducing the improvement. The prospect

for next year is of course subject to enormous margins of uncert¬

ainty, but given the starting point there seems bound to be
another large deficit, put here at 85 % billion.
The larger than expected US deficit does not have its counterpart
in a larger Japanese surplus. The growth of Japanese exports in
real terms has been a good deal more sluggish than forecast earlier.

It is for the moment impossible to judge how much of this represents

the effect of the realignment. In the forecast presented here it has
been assumed that significant realignment effects can still be expec

ted and another exceptionally low export performance is forecast
for 1973. Even so, the forecast current surplus for 1973 declines

only to about 85 % billion.
The current balance of Germany, the other major country to change

its exchange rate significantly last year, seems to be developing
rather satisfactorily from the point of view of the international

adjustment process. For 1972 a small surplus may be recorded,
but the cyclical situation may have been somewhat favourable to

Germany this year. The cyclically adjusted balance has probably

declined somewhat from 1971, perhaps into small deficit. In 1973

a moderate deficit is expected, both on a recorded and adjusted
basis.

The situation in some other existing EEC countries appears less

conducive to the restoration of international equilibrium. The

Italian surplus is likely to amount to nearly $3 billion this year,

partly but probably by no means wholly on account of that
country's relative cyclical position. The present domestic fore¬

cast suggests little or no absorption of slack in 1973: with expansion

gaining considerable momentum in most partner countries, the
current surplus is expected to increase to perhaps 83 % billion,
or 2 Yz per cent of GNP. The current surpluses of Belgium-
Luxembourg and the Netherlands are each likely to be of the order
of 81 billion for 1972 3 per cent of GNP in the former case and

2 to 2 % per cent in the latter. Both countries' surpluses are
expected to be approximately maintained in 1973.
France has moved into appreciable surplus on current account (8).

This could amount to 8% billion in 1972. Next year, the surplus
could grow to perhaps 81 /4 billion, but this would still represent
only about one-half of one per cent of GNP.
The effects of two years' poor relative price performance in the

United Kingdom came through strongly in the first half of this
year, the current surplus dropping from an annual rate of 83 billion

(5) Between 1968 and 1972, France's market share has increased by about
16 per cent.
(6) The main factors here seem to have been : a drop in military sales after excep¬
tionally buoyant figures in 1971 ; a faster increase in investment income debits
than expected: and a worse balance on travel.
(7) The terms of trade effect seems to have been ofabout the magnitude assumed,
but with import and export prices both rising somewhat less than expected,
implying that a larger proportion than assumed of the eventual adjustment might
be expected to come on the export side.
(8) One reason for the higher surplus in 1972 than forecast earlier is the appear¬
ance of a définitive figure for 1971, which proved to be substantially higher than
had previously been estimated.
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Table 5.

Summary balances of payments
$ billion, not seasonally adjusted

1971 I 1971 II 1972 I

Current Capital
Balance on B'

Current Capital
lance on

Current Capital
Balance on

United States

account accounts
settlements

account account a . .
settlements

account account u
settlements

0.05 -12.06 -12.00 -2.90 -15.80 -18.71 -4.17 0.08 -4.09

Germany 0.14 2.78 2.93 0.03 1.31 1.33 -0.01 4.09 4.08

United

Kingdom 1.00 1.67 2.67 1.53 2.10 3.64 0.40 -3.26 -2.86

France 0.08 0.76 0.84 0.37 1.76 2.12 0.17" 0.79" 0.95''

Italy 0.12 0.46 0.58 1.73 -1.27 0.45 1.23 -1.70 -0.48

Japan 1.70 1.10 2.80 4.10 3.31 7.41 2.21 -1.81 0.40

Canada 0.26 -0.20 0.06 0.08 0.63 0.71 -0.54 0.85 0.31

Australia -0.44 1.23 0.79 -0.46 1.21 0.75 0.01 1.10 1.11

Other OECD -0.88 2.45 1.56 0.70 3.57 4.28 1.00* 1 .40'' 2.40''

Total OECD 2.03 -1.81 0.23 5.18 -3.18 2.00 0.306 1.50'' 1 .80''

a) Including hank rig funds and unrecorded transactions.

h) Estimate.

in ^he previous half to 8% billion. This deterioration had seemed
inevitable for some time, but its suddenness was surprising; strikes,

as well as weak demand in the primary producing countries, seem
to have made some contribution. For the purposes of the present

forecast, a continuation of the exchange rate at its recent level of

about 82.35 is assumed. Since volume effects of the depreciation
are unlikely to offset the terms of trade effects within the forecast

period, the outcome for the current account in 1973 is very tenta¬
tively forecast as a deficit of about 8% billion, which allows some¬

thing for higher food prices and larger outgoings on official transfers

after EEC entry.

Over the forecast period the OECD area's combined surplus with
the non OECD area is expected to increase, and this should be a

factor assisting the adjustment of balances within the OECD area.

MONETARY

AM) FINANCIAL
DEVELOPMENTS

The differences in monetary conditions across the Atlantic nar¬

rowed in the early months of the year, owing partly to a firming

of the US short-term rates and partly to the easy monetary policy

followed in Europe. This development, together with the tighten¬
ing of exchange controls on capital inflows taken by several Euro¬

pean countries, contributed to a relatively quick calming of foreign

exchange markets after the uneasy period which resulted from

speculation against sterling and its subsequent floating. The

return flow of capital to the United States, encouraged by the

narrowing of interest rate differentials up to the autumn (see
Table 5), seems to have somewhat slowed down the creation of

international liquidity which had been very rapid in the first three
quarters of the year.

More recently, several European countries have taken measures to

moderate monetary expansion, and the favourable development in

interest rate differentials has come to an end. How far capital
reflows from Europe to the United States will continue may depend
not only on differences in monetary conditions and the effectiveness

of exchange controls, but also on the market's confidence in the

dollar. The latter may be strengthened by the relative perfor¬
mance of costs and prices as well as current balance of payments
situations.
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PROBLEMS

AND PROSPECTS

OF FUNDAMENTAL RESEARCH

IN MULTIDISCIPLINARY

FIELDS

Following previous studies of fundamental research,
the OECD Directorate of Scientific Affairs has

examined the particular problems of carrying
out multidisciplinary research. It was decided to

examine three fields with widely different subject

matter Computer Science, Materials, Brain and
Behaviour but having some important common
characteristics. These were the criteria used in the

selection :

each field is multidisciplinary
each has a fast growth rate
each has at present insufficient recognition as a

field in its own right
each is likely to produce results of scientific and

practical importance within the next ten years.
It was further felt that because of their newness and
multidisciplinary nature, there is at present insuffi¬
cient knowledge of each field as a whole.

Therefore the aim of the three OECD reports now
available (1 ) has been to examine the potentialities,

both scientific and practical, in these fields, to
consider what are the problems that are hampering
their progress in Europe and to recommend how

these problems can best be solved by government
action.

(1 ) Problems and Prospects of Fundamental Research in Multidisciplinary
Fields :

Computer Science
Materials

Brain and Behaviour

The individual reports offer field-by-field conclusions and

recommendations ; all three appear to support the follow¬

ing general conclusions (2) :

Communication and mobility of scientists, training and job

opportunities, within both the university system and relevant

industries, may be hampered by the existing university structure

and the more general structure of society in the Member coun¬

tries. In particular, when a field of research does not fit neatly

within the existing classification of disciplines as reflected in

the university departmental structures, it has difficulty in devel¬

oping. Some of these difficulties arise from the institutional
nature of the universities where research is carried out, some

from the government arrangements for financing research and

some from the behaviour of the scientific community itself.

Because the fields are not sufficiently recognised by the

universities and by the scientific and industrial communities,

students are insufficiently aware of their scientific and practical

potentiality and have little incentive to demand training in them.

It becomes correspondingly difficult for professors to set up

such training.

The special requirements of multidisciplinary research stem

from the definition used in the three OECD reports, namely,

"research on a problem or a set of problems which requires

more than one traditional scientific discipline to be used in their

solution". Such research uses the language, theoretical cons¬

tructs and experimental techniques of each discipline involved :

In the simplest cases, juxtaposition of the various disci¬

plines may be sufficient, if not the best way, to produce

useful results. The study of complex systems, on the other

hand, such as the oceans, the environment, brain and behav¬

iour, materials, computers, and space, because of their vary

complexity, requires a multiple attack. It is necessary that

there be a linkage between existing scientific disciplines, in

specific experiments or in large, long-term projects. Such

association of disciplines often leads to an integration process.

A main conclusion of the OECD studies was that existing

institutional structures, while capable of stimulating existing

(2) By and large validating the observations and conclusions of the OECD
report by Joseph Ben-David : Fundamental Research and the Universities
(OECD, Paris, 1968).
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THE POSSIBLE ROLES OF PARTIES INVOLVED

IN PROMOTION OF BROAD AREAS OF MULTIDISCIPLINARY RESEARCH

Step 1 Step 2 Step 3

Creating an awareness that

opportunities exist for

significant scientific
achievement in a research

area if a multidiscipli¬

nary approach is followed

Developing a communica¬
tion or translation

system between the var¬

ious disciplines

Setting up experiments
that utilise two or more

disciplines or integrating
the results of studies

from different disciplines

SCIENTISTS

1 ) set up multi-
disciplinary profession¬
al societies

2) organise colloquia on
new multidisciplinary

subjects

Broaden existing jour¬
nals and create new

ones te deal with multi-

disciplinary subjects

Support appointments and
other rewards for scien¬

tists working beyond the
limits of a discipline

UNIVERSITIES

Reward innovative acti¬

vities by science

faculty

Set up new multidis¬

ciplinary courses
1) remove administrative

barriers to research

collaboration between

disciplines
2) appoint professors to

multidisciplinary chairs
3) organise large scale

multidisciplinary
institutes

GOVERNMENTS

1 ) support research
council examination

of potentially prom¬

ising multidisci¬

plinary areas and
diffuse results to

scientits and stu¬

dents

2) support pathfinder

research suggested
by research councils

Support small multi-

disciplinary research
meetings and training
courses

1 ) support multidisci¬
plinary laboratories
and institutes suffi¬

ciently large to
thrive and be consider.-

ed centres of

excellence

EUROPEAN

GOVERNMENTS

COLLECTIVELY

1 ) support inter¬
national multidisci¬

plinary professional
societies

Support international

multidisciplinary
training and research

schemes for young
scientists

1) support joint planning
by major research
centres on key problem

2) create funds matching
local funds to imple¬
ment joint plans

disciplines, have much greater difficulty in stimulating multi-
disciplinary research.

Universities have a tradition of disciplinary departments and

a duty to teach and further the established disciplines. It is

now increasingly recognised that they should make a place for

problem-oriented research by association of the disciplines.
Modification may be required in institutional structures if

such stimulation is to be effected.

There is a major support role for universities and governments

if a multidisciplinary research programme is to develop rapidly
and fruitfully in Europe. A simplified outline of the role that

scientists, universities and governments may play is shown
graphically above. All three OECD studies stress that

government research policies are needed not so much to increase

funds as to cut down low-grade and irrelevant even if well-

meaning activities.

These conclusions are common to the three widely different
fields studied, summaries of which follow.

COMPUTER SCIENCE

Computer science may be described as the systematic and multi-

disciplinary study of the structure, storage, transmission and

transformation of information. In Europe, the term most fre¬

quently used is informatics (Informatique, Informatics, Infor-

matik).

Computer science is at the very heart of the recent qualitative
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and quantitative "quantum jump" of information processing

throughout the world. It is therefore the focal point of the

integrated world of men and machines which is now emerging.

With the development of electronic digital computers and

recognition of their ability to handle non-numerical, as well as

numerical, data it was realised that a new era had begun. It
has been called the Information Revolution and has been

compared to the first Industrial Revolution.

Nevertheless, a wide chasm still separates our tentative solutions

and the use of the potential power of our technology. For

example: the problem of sorting mail is very simple. Yet

computers, with hundreds of thousands of elements working

tens of millions of times faster than brain cells, have not reduced

the amount of human effort needed for this task. On the other

hand, in one hour a computing centre performs numerical

calculations which a few years ago would have taken a whole

army of human operators.

Most of the research activity designed to solve such problems

as sorting mail is directed either towards improving the computer

itself ("hardware" research) or towards facilitating its more

effective use by man ("software" research). The amusingly

emphatic title of "man /machine interaction" masks one of the

most serious efforts being made by workers in computer science,

namely, to design an intermediate entity which "mediates"

between a heap of electronic gadgetry and our human languages

and thoughts.

The development of "high-level languages" has greatly facili¬

tated access to computers by non-specialists and has made it

possible to build very large systems. These "languages" may

be divided into general purpose languages, for defining comput¬

ing processes for various types of data, and problem-oriented

languages, for defining particular classes of problems to be

automatically solved by invoking or generating the appropriate

computing procedures.

Typical examples of these languages are simulation languages

which make it possible to define dynamic systems by "asking"

the computer for their simulation. Comparable languages have

been developed for defining problems in civil engineering,

electric circuit analysis, etc., "asking" for their solution.

A more recent trend of great potential is the use of "conversa¬

tional" techniques, allowing users continuous interaction with

the computer through the medium of interactive devices, inclu¬

ding graphical displays.

Need for Fundamental Research

In programming theory
At present computer scientists observe a great number of facts

but are unable to organise them into a theory. They also lack

the basic tool of an emergent science: a unified mode of

description that will make these facts available to every worker

in the field so that they constitute the basis of future theory.

To remove this impediment to development, both theoretical

and experimental effort is required. (This observation applies

equally to all three fields of multidisciplinary research surveyed

by OECD.)

The theoretical effort is essentially mathematical research, but it

is mathematical research directed to a specific product: a means

of describing programmes and their behaviour. It calls for the

recognition of a new branch of applied mathematics in which

the tools will be algebra, mathematical logic and experimentation.

In design and analysis of computing systems
Recent experience of the relative failure of some ambitious

projects has forced widespread recognition of the need for

fundamental research in system design and analysis. With the

separation of software production from computer manufacturers,

it becomes increasingly necessary to have well-structured design

in both hardware and software. This calls for very high design

standards based upon a profound understanding of computer

systems which in turn depends on both experimental and
theoretical studies.

At present hardware designers and researchers in the field of

programming languages have very little connection. The former

are to be found mostly with the computer manufacturers, where

they are too often separated from the groups studying program¬

ming languages, and the latter are mainly in the universities,

where the study of the structure of computers is exceptional.

Thus two groups, whose collaboration is needed to ensure

progress in the whole field of computer science, are divorced

from each other and become prone to blame each other for the

lack of progress in either field. One of the possible benefits of

integrated research might well be a convergence of the langua¬

ges used for describing the hardware features and the software

functions. This would make it easier to adjust the position of
the interface between hardware and software as an understand¬

ing of both developed.

Other Needs

The most urgent need is to make effective use of the few good

people there are in the field of computer science and to produce

more as rapidly as possible. This involves basically the educa¬

tion of specialists and the effective organisation of research work.

Education

Computer science requires people who can perceive the relevance

of existing theoretical tools or can forge new ones where

necessary. This requires a familiarity with the problems to

which the tools are to be applied and which comes only from

a serious apprenticeship involving :

undergraduate courses beginning with the early use of com¬

puting equipment and including a good deal of practical work

teachers highly schooled in the art of programming

teaching of those aspects of general mathematics which are of

the greatest importance (at present, algebraic in nature).

Following such an apprenticeship, there should be a choice of

curricula permitting the student to select the precise area for

emphasis in :

programming theory

design and analysis of computing systems

mathematical methods of computation

applications.

To attract skilled practitioners and high-quality mathematicians
for such an educational programme, it is necessary that:

a good career structure be provided

adequate fellowships and academic posts be created

applicants be judged primarily by experts in computer science
and not, as too often the case, by experts in other fields.

The organisation of research
The OECD report emphasises that fundamental research in

computer science must be treated and judged in the same way
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The complex system of interaction between brain

(or nervous system) and behaviour necessarily

crosses traditional boundary lines between disci¬

plines. It involves neuroanatomy, neurophysiology,

neurology, psychiatry, brain biochemistry, pharma¬

cology, experimental psychology, comparative etho¬

logy, formal linguistics and artificial intelligence.

The human brain (left) has many analogies to the

computer (centre). At right, a pigeon is taught

to distinguish between a regular and an irregular
checkerboard.

as fundamental research in any other field. Research teams

should be encouraged to form in similar ways and their research

financed in its own right, and sheltered from the additional

pressures which arise from the very great social importance of

the widespread applicability of computer science.

MATERIALS

A material is defined in this OECD study as a solid substance

having a certain degree of permanence and intended, either

alone or combined with other objects, for well-specified uses.

It is important to note in this definition that the word "material'

combines two complementary but distinct elements: a subs¬

tance and its use. For example, Germanium is a substance.

When suitably purified and systematically "doped", it becomes

a material of the modern electronic industry. Similarly, sawdust

is a fuel, when burnt, a material, when used to make fibreboard.

For these reasons, it may be said that materials research and

development goes well beyond that nucleus of essential know¬

ledge which is continuously expanding and which may be

called materials science, i.e., that body of knowledge which

deals with the relations between composition and structure on

the one hand and properties (chemical, physical, mechanical,

etc.) on the other. The importance of this fact is revealed by

the estimate that at least 10 per cent and likely 25 per cent of

the gross national expenditures for research and development

(R & D) in OECD Member countries is at present allocated to

materials research and development.

After having analysed the main problems associated with the

study of the various types of materials, the report proposes the

following four themes for materials R&D:

progress in the definition and understanding of the ultimate
characteristics of substances

progress in the understanding of macroscopic properties of

polycrystalline, fibrous or composite materials on the one hand,

and vitreous materials on the other, as opposed to monocrystal-

line materials (here engineering sciences should be joined to

physical sciences, though today they are generally not)

progress toward imparting to industrial products improved

characteristics at acceptable cost

progress in understanding the factors which allow substitution

of one material for another and the ways of efficiently carrying
out such substitutions.

Problems of Governments

The desirability of formulating a materials R&D policy (3)

seems increasingly recognised. The principal factors favouring
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the formulation of such policy expeditiously are:

the key role of materials R & D in solutions for a multitude of
technical, economic and social problems of prime importance,

such as the intelligent use of resources, the conservation of

irreplaceable raw materials, the proper use of man-made mater¬

ials, the protection of the environment

the essentially multidisciplinary character of the field of mater¬

ials which calls for special concern about the rigidity of univer¬

sity structures

the capital role of good relations among various researches

undertaken to solve problems which may appear at first sight to
be unrelated

the importance of actual expenditures on materials R & D in
OECD Member countries.

Two points emerge from the above considerations:

the basic multidisciplinarity of the field of materials R&D

depends on a network of good relations among the various

agents (universities, industries, government establishments) as

well as among the various scientific disciplines

the ever-increasing international character of the commerce

and processing of materials inevitably has consequences on

(3) See article on "Materials Policy" in OECD Observer, No. 59, August 1972.

materials R&D and must therefore be dealt with directly in all

its variety, from questions of patents and royalty balances to the

possibilities and value of international concertation and opera¬
tions in the field of materials.

As for education, the OECD report recommends a system of

co-operation between several departments in the same university

or even a group of universities, where feasible. Further, it deems

a course of studies in materials science or materials engineering

has everything to gain from the collaboration of professors,

lecturers and teaching staff from industry.

BRAIN AND BEHAVIOUR

Although for simplicity, the word "brain" was used in the title

of the OECD report on this subject, it was recognised that the

whole nervous system and even other systems of communication

(for example, the spinal cord) are involved in the control of

behaviour. Thus the boundaries of the field are necessarily

vague, though the central aim of work on brain and behaviour
is clear.

Two different but complementary approaches may be distin¬

guished. On the one hand, it is possible to study the units

that make up the nervous system (the neurones) and how they

transmit messages both within a single neurone and between

neurones (across synapses). On the other hand, it is possible

to start by studying behaviour and, by carefully investigating

how the output from the whole organism changes with changes

in the input, to infer the underlying principles of organisation
that mediate behaviour.

One of the main reasons for the OECD study and report is that

the field of brain and behaviour is on the threshold of making

dramatic progress. Remarkable advances indeed have been

made over the last 1 5 years and we may expect to see even more

fundamental advances in our understanding over the next two

decades, provided the resources to support work in this field

are forthcoming. The two main reasons, however, are recent

advances in instrumentation and advances at the conceptual
level.

A few examples of advances in instrumentation are the electron

microscope and the high input-impedance electronic amplifier,

which allow us to deal appropriately with spatial dimensions of

nervous tissue that range down to a few hundred Angstroms

(or ten millionths of a millimetre), with electrical phenomena of

fractions of a millivolt and with temporal events measured in

fractions of a millisecond.

The development of the micro-electrode makes it possible to

record from single cells buried deep in the brain and hence to

assess their function by recording changes in their firing patterns

with changes in stimulation or behaviour. Moreover, the advent

of the digital computer has meant an invaluable tool both for

automatically controlling experiments and for processing the

vast quantity of information that can now be collected from the
brain.

In addition, highly sophisticated behavioural techniques have

been developed over the past twenty years enabling, among other

things, a wide range of behavioural experiments on animals

which could previously only be performed on man. For example,

one can now experimentally measure in animals such things as

sensory thresholds, time discrimination and taste preferences as

well as complex processes, such as motor skills and pattern

recognition. (continued on page 32)
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In brain research, new techniques capable of tackling what
seemed to be impossible problems are arriving almost every
week. However, many of the advances in brain and behaviour

are not achieved by the use of any single new technique or
instrument alone. Rather, such advances are made when gifted
researchers perform experiments which combine the advanced

techniques of two or more of the traditional disciplines.

Where such interdisciplinary experiments have been performed,
advances in understanding have been spectacular. There is,
however, at present only a small, if growing, number of indivi¬
duals and teams capable of doing experiments which combine the

best techniques of behaviour and neurophysiology with the
most advanced methods of anatomy and biochemistry. As the
number of such teams increases, one can look forward with

certainty to progress in a field whose very nature requires insight
into the relation between structure and function, and demands

a simultaneous understanding at many different levels.

Some of the main disciplines involved in the science of brain and

behaviour are: neuroanatomy, neurophysiology, neurology,
psychiatry, brain biochemistry, pharmacology, experimental psy¬
chology, comparative ethology, formal linguistics and artificial
intelligence. It is impossible, however, to classify research work
according to these traditional disciplines, because the experimen¬
tal methods and discoveries of many of them may simultaneously
contribute to the solution of the same problem. For example,
our understanding of the mechanisms of hunger and thirst has
been greatly advanced in the last 30 years and most of the disci¬
plines above have played a part in that advance. The OECD
report has broken up the field of brain and behaviour into studies

at the molecular and cellular, multicellular and whole organism
level, but it was clearly understood that even such a division

was highly arbitrary and that findings at any one level may
influence work at all other levels.

Benefits to Society

Perhaps the most obvious way a greater understanding of the
workings of the brain can benefit society is in reducing the
enormous misery and waste caused by mental disease. More

hospital beds are occupied in Europe by the mentally unwell
than by the physically sick. The direct financial cost to society
exceeds by a factor of many thousands the total amount of

money spent on brain and behaviour research.

In this connection, it may be significant that whereas the number

of beds occupied by the mentally sick is rising in Western Europe,
it has actually fallen in recent years in the United States. The

latter undertakes a higher volume of work on brain and behaviour

and there is sufficient trained personnel in the hospitals to ensure

that the results of research in the field find their way rapidly into
treatment.

Apart from the problem of mental health, one of the most impor¬
tant unsolved problem of medicine is that of stress diseases

such as coronaries, duodenal ulcers and some allergic states.
It is known that secretory systems (and in particular the adrenal

cortex) are implicated in such disorders and these systems are
in turn under the control of the central nervous system. The
prevention and cure of such diseases, so costly to the individual
and society, is likely to depend upon advances in our understand¬

ing of the nervous system.

Some of the main problems in society arise through human
aggression. Ethologists have recently made substantial progress
in understanding to what extent it is innate and to what extent

dependent on conditioning. Moreover, pathological aggression
and pathological sexual behaviour are beginning to yield to drug
treatment. It has also been found that over-crowding in several
species has direct biological consequences. If we are ever to
improve the quality of life in our cities, it is vital to understand

such effects at the biological level.

Such benefits to society from improving the calibre and increas¬
ing the scope of brain and behaviour research are clear. How¬

ever it should not be supposed that society will be changed
overnight by scientific advances in this field. There are inevit¬

able delays between the scientific discoveries being made and
these often slowly and their application to improve man's lot.
Society is already benefiting from progress in the field, but the

real practical payoff from increasing the scale of effort now may
not be felt for another ten or twenty years.

Problems

Many (but not all) the problems in the field of brain and beha¬

viour research arise because of its multidisciplinary nature and
because it is just beginning to emerge as a subject of study in
its own right. (Such has also been found true of the other two

fields surveyed.) To achieve the best work, some feeling for
the whole subject is essential and more likely to exist in the

atmosphere of a moderately large multidisciplinary laboratory
than in a small laboratory concentrating on a single discipline,
which is generally the case in Europe.

Another problem is the relative lack of mobility among European
scientists. It is a matter of particular importance because the
small size of European countries makes it impossible for all
aspects of brain and behaviour research to be undertaken within

any one of them. It is therefore imperative to ease the move¬

ment of scientists across national boundaries so that they can
associate themselves with groups working along lines of greatest
interest to them.

Thirdly, in most parts of Continental Europe there is a tradition
of having small departments led by a single professor. Such
departments may contain as few as two or three scientists and

rarely contain more than nine or ten. Organising in this way
has these disadvantages:

it inhibits multidisciplinary research

it tends to increase the power of the director over a more junior
staff

it means small autonomous units tending to isolation and
ingrowth.

Corollary to the second factor is the characteristic of European
scientists to reach positions of independence later in life than

their counterparts in the United States. Thus the power to
take decisions rests predominantly with older men.

Finally, there is a serious shortage of neuroanatomists throughout
the world, but the dearth of experimental psychologists is a
problem specific to Continental Europe. Both are essential to
the study of brain and behaviour.

By way of a conclusion: Work in the field of brain and behaviour

is already providing new and important scientific insights. Its
potential over the next twenty years is limited only by the extent

of support given to it and the availability of good workers in it.

Moreover, the scientific insights provided are likely to bring
great practical benefits to society. So much so, indeed, that

one should ask not whether society can afford to support such
research more generously than at present, but whether it can
afford not to.
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THE MOVE

TO RATIONALISE

DISTRIBUTION

The distribution sector, already an important and varied part of the
economies of all OECD countries, is growing in both absolute and
relative terms in most Member nations. Structural changes are
increasingly affecting the traditional system, particularly small firms,
and the effects are being intensified by shifts in location and concen¬
tration, by the growing influence of consumer attitudes and also by
rationalisation and technical progress within the system. The latter
changes are described in the following article which is based on a
recently completed study by OECD's Industry Committee.

Rationalisation of the distribution

sector achieving improved effi¬

ciency at lower operating costs

is of major economic importance not only
to the sector itself but also to the economy

as a whole since only improved efficiency

can prevent the higher productivity in
manufacturing from being lost to the
consumer.

Methods of

Rationalisation

Enterprises have attempted to reduce their
costs in three ways :

by means of economies of scale achiev¬

ed by economic concentration

by seeking a geographical advantage

through a change of location

by introducing technical and business
innovations in the method of distribution.

Economic concentration has taken one of

two forms: increase in size or vertical

integration. With regard to the first,

the average size of distributive enterprises
in both wholesaling and retailing has

grown in all countries. In many cases
the number of businesses is tending to fall,
whereas their turnover and level of em¬

ployment are rising. This trend is more
marked in the wholesale than in the retail

trade. (See Table 1 for indications of this

growing concentration as measured by
various criteria.)

The second possible form of economic
concentration vertical integration can
be carried out to various degrees: it

can take place between wholesalers and
retailers, wholesalers and producers or
even between all three activities. Each

form, moreover, can comprise all functions
or be confined to some of them, such as

advertising or accounting.

Vertical integration between retailers and
wholesalers covering all their functions is

most highly developed in Finland. In that
country the major consumer co-operative

group comprises wholesale establishments
covering 8 per cent of the market, as well as
4,600 retail stores. However, this form

of integration also exists in other coun¬
tries, for example in Germany, where some
wholesalers have extended their operations

to include retailing. Some examples are
also to be found of integration between

manufacturers and wholesalers. In Ger¬
many, manufacturers are setting up more
and more wholesale selling organisations

of their own, as well as marketing compa¬

nies which supply consumers from stock.

In Japan the main manufacturers of certain
standardised mass-produced articles, such
as motor cars or household electrical

goods, have played a very active part in
organising distribution networks which
give them the benefit of large-scale mar¬
keting. In Sweden, integration is often
complete, merging the whole of the manu¬
facturing and distribution sectors, as in
the case of consumers' co-operatives,

which own the biggest manufacturing en¬

terprise in the country.

A second method of achieving rationalisa¬

tion lies in a change of policy in the siting

of new shopping facilities, which has been

closely connected with a two-sided socio¬

logical development : the concentration

of populations on the outskirts of cities

and the spread of car ownership. Statis¬
tics demonstrate that it is more advanta¬

geous for shopkeepers to be located on the
outskirts of cities than within them.

Shopping centres (with sites for various

activities planned in advance) are on the
increase. In Canada, by 1964, they al¬

ready accounted for 10.3 per cent of all

retail sales, as against 6.3 per cent in 1960.

In Japan, according to unofficial estimates

there are at present about 200 shopping

centres with total sales representing some

5 per cent of all retail business.

There are, however, limits to this process,

since land is becoming scarce in suburban

areas in some countries and development

is more likely to be vertical. Moreover,

concentration in space leaves certain needs

unsatisfied, which explains the growth of

more conveniently located chain stores.

A third means of rationalising the distri¬
bution sector has been found in the use of

new techniques and business methods,
which have led to increases in productivity

by reducing labour costs (through self-
service and mechanisation), and overheads

(through discounting), and avoiding was¬
tage due to hit-and-miss management
(through the use of computers, etc.).

The development of self-service arrange¬

ments is widespread [both in the wholesale
and in the retail trades. In the wholesale

trade bulk self-service stores have been set

up which offer specially low prices to re¬
tailers willing to collect the goods them¬

selves and to pay for them at the time. In
the retail trade, as for example in Switzer¬

land, most shops selling food are today
self-service. In many countries, pre¬

packaging has speeded up the spread of
self-service. In Great Britain, Belgium,
the Netherlands and Finland the number of

shops using this system is growing rapidly,

while in Japan there are fourteen thousand

self-service shops accounting for 8 per cent

of all retail sales and in Sweden 82 percent

of all food sales were made through self-

service outlets in 1970. In Spain 4,000 es¬

tablishments are self-service shops.

The use of mechanical handling for cer¬

tain operations is another labour-saving
technique which can reduce the wage bill
although it is more common in the whole¬
sale than in the retail trade.

Recently introduced discount selling sys-
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GROWING CONCENTRATION IN RETAIL

AND IN WHOLESALE TRADE

Market shares by size of.enterprise (in percentages)
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terns (sales by stores having a minimum of

equipment) are gaining a foothold. In

Switzerland the number of supermarkets

and discount stores is increasing and in

the United Kingdom supermarkets (defined
as self-service food shops with a minimum

selling area of 2,000 sq.ft.), which num¬

bered 900 in 1961, had risen to 3,300 by

1969 (25 per cent of all food sales). In the
Netherlands there were 128 "consumermar-

kets" in 1969 operating discount arrange¬

ments. In the United States 60 per cent
of the "food chains" have converted some

or all of their branches to discount shops.

The spread of discounting arrangements is
also noticeable in other countries such as

Canada where, in addition a form of retail

selling in showrooms has emerged in recent

years which aims at reducing selling costs

as far as possible (no parcelling or deliver¬

ies of goods, etc.).

The move to use computers in the distri¬
bution sector in the United States is in¬

tended to help raise productivity by keep¬

ing better inventories of stocks and calcu¬

lating their turnover more accurately, by

forecasting demand and more accurate

costing. They are more widely used in

the wholesale than in the retail trade owing

to the greater size of wholesale businesses

and the special importance of stock valua¬
tion in that branch of the trade. In the

United States 6 per cent of all computers
in operation are used by wholesale busi¬
nesses.

Effects of

Rationalisation

The effects of rationalisation in the field

of distribution have been four-fold:

it has resulted in higher productivity

it has altered the conditions of compe¬
tition

it has led to changes in job quality
it has obliged the small trader to devise

new business methods in order to survive.

By basing one's estimate mainly on the
value added per person employed one can

form some idea of the trend ofproductivity

in the distribution sector. In this respect

and using this approach, OECD's report

gives certain particulars for a number of

countries (see Table 2). The principal

fact emerging from study of the table is that

productivity is rising more slowly in the

distribution sector than in the economy as
a whole and that the retail trade seems

mainly responsible for the discrepancy.

The latter is true because rationalisation

measures operate more quickly and effec¬

tively in the wholesale than in the retail

trade, due to:

the greater size and higher degree of

concentration in wholesale enterprises

the nature of the specific operations
performed by wholesalers, which lend

themselves better to labour-saving tech¬

niques (e.g., mechanical handling)
the links between the production sector

and the wholesale sector, the latter (or
part of it: in the United States, mainly

the apparel, dry goods and furniture

trades) being threatened by the trend

towards vertical integration of manufact¬
uring and resale activities and thus under

pressure to modernise.

General factors responsible for the rela¬

tively lower rate of productivity in the dis¬
tribution sector include the slower rate

of development in experience and qualifi¬
cations of the labour force. This, in turn,

may have been aggravated by the gap
between average wages in the retail trade

and in the manufacturing industry and
wholesale trade. The retail trade's efforts

to rationalise have also been hampered by
its smaller scale as compared with indus¬

try's. A further handicap has been the

limited scope for applying labour-saving
techniques over a long period, particu¬
larly in retail businesses where some ope¬
rations have to take a personal form suited
to the consumer's wishes.

As for the effect of rationalisation on

competition, recent developments in mar¬

keting have led to keener competition
between those businesses aiming at the
impact of lower prices and those which

aim at the quality impact of better goods
and services. Due to this new dialectical

dynamic, which may be expected to help
keep down prices and also to improve
quality, the structure of the retail trade has

reflected changes in social conditions.

The price impact is strengthened by the
growing mobility of the buyer and the

quality impact by the rise in living stan¬

dards and purchasing power.

Department stores in the Netherlands,

when threatened by the development of

"consumer markets" exploiting the de¬

mand for low competitive prices, reacted
by introducing large self-service stores

designed to [attract the customer more
by better premises and wider and better

ranges of products than by lower prices.

In Canada, discount department stores were

set up to fight the supermarkets, extending
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the range of services they offered. This

has made the supermarkets diversify their

own operations by establishing extensive

general merchandising departments, drug

departments and small exclusive speciality

shops, as well as simply staying open

longer.

This trend has been encouraged by two

changes in consumer attitudes. The first

is the less passive attitude of the buyer.

In 1970 in the United States, for example,
consumer protection agencies were record¬

ed in 34 states. The second change is the
fact that the private consumer's demand

for services has been growing faster than

his demand for goods, a trend which pro¬

mises to become even more pronounced
in the future.

Rationalisation in the distribution sector

has widened the range ofjob qualifications.
The proportion of jobs requiring average

skill, formerly a majority, has declined,

whereas the demand for highly skilled or

low-grade manpower has increased. As

a result, job structure in the distribution

sector increasingly resembles job structure

in industry. Difficulties in the way of this

development involve the shortage of quali¬

fied manpower in management, purchasing

and selling, reflecting the problem ofretrain-

The new shopping centre of Velizy, near Paris.

ing existing personnel for their new jobs.

Rationalisation, which started in large-

scale business, has posed a challenge to

small and medium-scale shopkeepers and

the latter have met this challenge by mod¬

ernising and making their prices more

competitive so as to have a role in the new

pattern of competition.

Mutual co-operation among small traders

has taken the form of purchasing groups

and voluntary chains, but other arrange¬
ments have been made as well. In some

situations they have managed to set up

their own shopping centres. In the

Netherlands, for example, new types of

department stores have appeared, in

which independent retailers work together

in close co-operation and run their busi¬
nesses within the same building. Like¬

wise in Canada, the tenants of neighbour¬

hood shopping centres are for the most

part small independent retailers.

Another solution consists in developing

the franchise system, which has emerged

in the Netherlands and is spreading in the
United States and France. In the latter

country, some traders have tried to acquire

fresh know-how by entering into a contract

with an operator who provides a pro

ven sales system. In the United States, a

system of agency agreements is being used,

especially for food stores and filling and
service' stations; the system is based on the

distribution of standardised products and
services and the use of a common trade

name.

Small retail traders have found other

means of competing successfully. In Ire¬

land, for example, large numbers of family

grocers continue to flourish. While their

prices are higher than in the supermarkets,

they offer the housewife service in the form

of accepting orders by telephone, deliver¬

ing goods to the door, accepting payment

by weekly or monthly accounts and staying

open longer. In Belgium, the small retail

shop is developing into a highly specialist

shop with the widest possible range of
services and a salesman to help in choos¬

ing from amcng a broad selection of
articles of a given type. In Denmark, a

similar evolution is taking place and is

expected to be accentuated. There are

thus several ways for alert small traders to

adjust profitably to the new conditions
lacing them. Under the influence of

changing consumer habits this may lead to
a new balance between the small traders

and the large concentrated groups.
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AT OECD

The I m |kki of
Computer Communications

Two highly sophisticated and advanced technologies computers and
communications are moving together to bring about a revolution in
information processing and transmittal. To stimulate thinking about
what the impact of these new systems will be on education, health and
other public services, on management, on the organisation of social and
economic life, on the individual and his privacy, OECD's Scientific
Affairs Directorate held an interdisciplinary conference for three days
last month. In his opening speech, some extracts of which appear
below, OECD Deputy Secretary General, Gérard Eldin, noted some
of the implications, the benefits and drazvbacks to the society of the
new computer communications.

Gerard Eldin, OECD Deputy Secretary
General.

ordinary telephone set
actual terminal device.

wil become an

Computer communications systems

are a remarkable example of
cross-fertilisation between two

advanced technologies: the com¬

puter contributes its prodigious memory,

ease of access and tremendous calculating

ability, while telecommunications remove
the constraints of time and distance. Their

union will be fully consummated as soon

as the computer, which is already digit¬

ally and visually controlled, can be made

to obey the human voice, whereupon an

It is no exaggeration to say that the conse¬

quent impact on our society will be quite

as revolutionary as that of writing or print¬

ing and may well become the hallmark of
a new area.

These astonishing new systems of which

technology offers a tantalising glimpse,

will confront governments with quite a

few problems. The high cost of develop¬
ing and using them will force difficult
decisions on business' and government;
another challenging issue is how far the
effects of these technological develop¬

ments will be socially desirable. It will

Douglas F. Parkhill, Assistant Deputy Minister
for Planning, Canadian Department of Commit- Left to right: Dieter Kimbel, OECD Secretariat ; M. Rbmer, Denmark, Vice-Chairman of the Seminar; H.P.
nicotians and Chairman of the Seminar. Gassmann and Peter Judge, OECD Secretariat.

36



An overall view of the Seminar.

Prof. Donald Bitzer of the University of Illinois at Urbana attending OECD's conference in Paris, "talks"
over two telephone lines to a computer in Illinois that he has programmed. The programme, a teaching aid,
is a highly sophisticated one which can cope with imaginative questions on the part of students. (For example
it can represent visually complicated equations and complete and name the resulting geometric figure.) The
communications equipment too is highly de veloped: for example the receiver has storage room for coloured slides.

therefore be important to foresee and

assess some of the implications:

(a) on various aspects of economic life,

because of the possible effects of computer
communications facilities on patterns of

production and the siting of economic

activities, and also because of the increas¬

ingly important position in the economy
held by the telecommunications and
computer industries and related services;
(b) on methods of management, both in
private enterprise and in the public sector.
Computerisation has already called into
question many of our structures and
habits; the impact of computer/communi¬
cations systems promises to be even great¬
er. With the development of " real-time ' '
operations, neither present patterns of or¬
ganisation, nor decision-making or control
mechanisms can remain as they are, and

the word " decentralisation " may well

acquire a new meaning;
(c) new problems arise in connection
with trade secrets, keeping transactions
confidential and protecting the privacy of
the individual, and several OECD Member

countries have already set up committees
to study the problems raised by centralising
personal particulars in data banks. It
should be remembered that possession of
information is a source of power and so

requires certain kinds of control ;
(d) in the field of education and training,
however, the consequences will perhaps

prove even more staggering. Here com¬
puterisation combined with telecommuni¬
cations promises radical changes in man's
relations with his fellow creatures, in his

way of thinking, remembering and taking
decisions.

If, as someone has said, " to govern is to
foresee ", then these problems are undeni¬
ably a matter for governments and the
policy for dealing with them should aim
not only at efficiency, but also at further¬
ing the basic interests of our society.

In the near future the planning and setting

up of these complex and costly computer
networks will entail grave responsibilities
for our Member governments. Since the
amount of investment will run into billions

of dollars for each country, international

co-operation at continental and intercon¬
tinental level seems vital.

The job of governments must however not
only be to make sure that the community's
resources are allocated efficiently, but in

such an important field also to see that
the new technology is made to serve

society rather than the other way round.
In some cases this may require restrictions,
in order for example to safeguard the
rights of the individual and the essential
features of our social system.

Now would seem to be the time for us as

specialists with widely differing back¬
grounds and outlooks to take stock of the
situation and to identify likely trends
and desirable courses of action.
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Committee on Consumer Policy:
First Meeting

on its New Working Programme

The mandate of the OECD Committee on

Consumer Policy, originally set up in 1969
on a provisional basis, has been extended

until the end of 1977 by the OECD Coun¬
cil (1), and the Committee held its first

subsequent meeting on 18th- 19th October
to discuss its new programme cf work.

The meeting was chaired by Dr. G. Las-

seur, Adviser on Consumer Policy at the

Netherlands' Ministry of Economic Af¬
fairs. The Vice-Chairmen were Mrs. K.

Arnskov, Deputy Head of Division, Min¬

istry of Commerce of Denmark; Mrs.

Virginia Knauer, Special Assistant for
Consumer Affairs to the President of the

United States and Director of the US

Office of Consumer Affairs; and Mr. C.

Sigaud, Head of the Office for the Protec¬

tion and Information of the Consumer in

the Directorate General for Internal Trade

and Prices, Ministry of Finance and Eco¬
nomic Affairs of France.

The Committee will continue its general

review and exchange of information and

experience concerning consumer policies
in OECD Member countries as well as

its examination of specific questions of
consumer protection and information.

These have already resulted in the publi¬

cation of a comprehensive report on
consumer policy in OECD countries and

of reports on labelling and comparative

(Left:) Annelise Zider, Secretary of OECD's Committee on Consumer Policy: G. Lasseur, Chairman of the Committee and Adviser on Consumer Policy, Ministry Oj
OECD's Taxation, Competition and Consumer Policy Service ; P.W. Hodgens, Head of the Economic Division and M. Topaloglu, Council of Europe. (Centre:) Norway,
ment Administration. (Right:) France: C. Sigaud, Head cf the Office for Protection and Information of the Consumer, Ministry of Finance and Economic Affairs and Vice-
Finance and Economic Affairs.

(Left:) United States: P. McMillan, observer; M.W. Kirkpatrick, Chairman of the Federal Trade Commission ; Virginia H. Knauer, Special Assistant to the President
man of the Committee ; W. Lee, Deputy Assistant Secretary, Department of Commerce. (Centre:) Denmark : K. Arnskov, Deputy Head of Department, Ministry of
A. Fertekligil, Turkish Delegation to OECD; R. Beaujon, Swiss Delegation to OECD; H. Tschannen, Head of the Office of Consumption, Federal Department of the Public
merce, Sweden; S. Heurgren, Consumer Ombudsman, Sweden; H.J. Gummer, Assistant Secretary, Department of Trade and Industry, United Kingdom ; J. Mclntyre, Assistant
Ministry of Economic Affairs, Portugal.

^Idane
f^
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testing of consumer products (2). The
Committee will henceforth concentrate on

two priority areas: safety and labelling,

particularly on labelling relating to the

nature, composition and quantity content

of prepackaged consumer goods.

The Committee will make proposals to

improve the situation in the national and

international fields, and especially to
avoid or reduce obstacles to international

trade arising out of divergent national

regulations in these areas.

(1) See OECD Observer N° 60, October 1972.
(2) " Consumer Policy in OECD Member Coun¬
tries " and " Labelling and Comparative Testing "
OECD 1972.

"economic Affairs of the Netherlands ; J. Gilmer, Head of
lerd Saetness, Ministry of Consumer Affairs and Cover n-
Zhairman of the Committee ; J. Lorenzo, Ministry of

of the United States for Consumer Affairs and Vice-Chair-
Commerce, Vice-Chairman of the Committee (Right:)
Economy, Switzerland ; N. Ringstedt, Ministry of Coin-
Secretary, Home Office, United Kingdom ; N. de Siqueira,

OECD Move

Against Distortions of

Genuine Competition

in Shipbuilding

The OECD Council has adopted a
Resolution under which the world's

principal shipbuilding countries under¬
take to reduce progressively competi¬
tion-distorting assistance to shipbuild¬
ing with the objective of eliminating
such assistance by 1st November, 1975.

This 11-country (1) " General Arrange¬
ment " went into effect on 1st Nov¬

ember, 1972 and covers the following
measures of assistance:

direct building subsidies;
customs tariffs or any other import

barrier;

discriminatory tax policies;
discriminatory official regulations or

internal practices;
specific aid for investment in and re¬

structuring of the domestic shipbuilding
industry.

The 1 1 countries will also endeavour to

reduce, in the same 3-year time-frame,
government assistance for ship export
credits. This will be done through the
1969 OECD Understanding on Export
Credits for Ships which has operated
effectively during the past 3 years.
This Understanding lays down permis¬
sible limits to the softness of credit

terms (2) for ship exports.

(/) Belgium, Denmark, Finland, France, Ger¬
many, Japan, Netherlands, Norway, Spain,
Sweden, United Kingdom. In 1971 these
countries accounted for 93 per cent of total
OECD shipbuilding of 23. 1 million grt and for
almost all OECD ship exports of 11.3 million
grt.

(2) At present: maximum maturity = 8 years;
minimum down-payment 20 per cent ; mini¬
mum net interest rate =7.5 per cent.
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High-Level Meeting of the OECD
Development Assistance Committee

(continued from page 5)

special circumstances of the least-developed countries. It

identified certain sectors as deserving priority attention in aid

programmes to least-developed countries and stressed the need

for special efforts in the field of technical assistance. The

special terms target for least-developed countries has already

been referred to above. The Committee hoped that continued

consideration would be given by the United Nations Develop¬

ment Programme to increasing the amounts allotted to the

least-developed countries in forward planning and that the

UNDP, together with the IBRD and other national and interna¬

tional organisations with particular experience in these coun-

Rt. Hon. Richard Wood,

M.P., Minister for Overseas
Development

(United Kingdom).

Jean-François Deniau,

member of the Commission
of the EEC.

C Boerlien,

Minister for Development
Co-operation (Netherlands) .

Lucien Harmegnies,
Secretary of State
for Development

Co-operation (Belgium) .

Paul Gerin-Lajoie,
President,

Canadian International

Development Agency.

John A. Hannah,

Administrator,
Agency for International

Development ( United States) .

Ernst Michanck,

Director General,
Swedish International

Development Agency.

Paul F. Blanc,
Vice-Chairman of the DAC,

Chairman of the Working Parly
on Assistance Requirements.

Sir John Chadwick,
Chairman, Working Party

on Financial Aspects of
Development Assistance.

Recan

PREAMBLE

The DAC, having reviewed the Recom¬
mendation on Financial Terms and

Conditions adopted by the Development
Assistance Committee at its 58th Session on

22nd and 23rd July, 1 965, and the Supplement
to the 1965 Recommendation on Financial

Terms and Conditions adopted by the DAC on

12th February, 1969,

Approving the progress made towards fulfill¬

ing or surpassing the objectives set out in these

Recommendations, and noting the favourable

average terms of aid provided by DAC Members

as a group,

Noting that the terms of official development

assistance, while not a primary cause of the

problems of the excessive growth of debt in a

number of developing countries, do affect

the borrowers' debt servicing,

Recognising the desirability for further improve¬
ment in the financial terms of Members'

programmes of official development assis¬

tance, considered not only as a whole but

also in their application to the specific needs of

individual developing countries.

Reaffirming that equal attention must also be

given to the provision of an adequate and

sustained volume of official development

assistance,

Recognising that the continuing differences in

the terms provided by Member countries

impair the spirit of the common effort and
render more difficult the maintenance of the

most liberal standards of terms,

Bearing in mind the special needs of the least-

developed countries.

Renewing its resolve to seek appropriate ways

and means of advancing towards untying

national aid programmes and urging its

Members in the meantime to mitigate as much

as possible the adverse effects of aid tying,

Adopts one country having reserved its

position the following Recommendation

which supersedes those of 1965 and 1969:

I. Coverage
of the Terms Objectives

The objectives of this Recommendation apply

to Official Development Assistance (ODA)
commitments made on and after the first of

January 1973. ODA is defined as those

flows to developing countries and multilateral
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tries, would play a leading role in stimulating the provision of
effective assistance to them.

The Committee emphasised the need for a parallel concern with

the quality and efficacy of aid and its fundamental preoccupation

with achieving increases in the volume of aid. The Committee

also agreed that greater attention should be given to the impact

of aid on the social aspects of development, including a more

equitable distribution of the benefits of growth, employment

creation, demographic problems, rural development, improved

nutritional standards and wider access to effective educational

and health facilities. The Committee also underscored that

there was a need for complementary and consistent action, at

both the national and international level, in the fields of trade

and commodity policy, financial and monetary policies, research

and industrial and agricultural policy, where these could

contribute to the development of the Third World.

mendalion on 1erins and Conditions ofAid

institutions provided by official agencies,

including state and local governments, or by

their executive agencies, each transaction of

which meets the following tests:

(a) it is administered with the promotion of

the economic development and welfare of

developing countries as its main objective, and

(b) it is concessional in character and con¬

tains a grant element (1) of at least 25 per cent.

II. Objectives for Financial Terms

In order to achieve a further softening of overall

financial terms of ODA, Members should use

their best efforts to reach and maintain an

average grant element in their ODA commit¬

ments of at least 84 per cent. In this connec¬

tion the special value of grant assistance is

recognised.

Countries whose ODA commitments as a

percentage of GNP are significantly below the
DAC average will not be considered as having

met the terms target.

Some Member countries which are among

those with domestic structural difficulties

and relatively low per capita incomes or whose

aid programmes are of more recent origin may

need more time than other Members to comply

with the terms objective set out above. For

these countries the rate of progress towards

such compliance will be given special atten¬

tion in the regular review of the implemen¬
tation of this Recommendation.

III. Recognition of Circumstances
of Individual Recipient Countries

and Harmonisation of Terms

Members should re/ate the terms of aid on a

case-by-case basis to the circumstances of
each developing country or group of countries.

In particular, Members should provide a sub¬

stantial part of the assistance given to develop¬

ing countries with the severest economic prob¬

lems in the form of grants or on very soft

terms. Member countries which a/ready

extend a large proportion of their ass/stance
on soft terms, but concentrate it on a limited

number of recipients, should aim to grant

increasingly soft terms also on their assistance

to other recipients whose circumstances also
call for soft terms.

The Development Assistance Committee will

continue to review the current position and

prospects regarding the debt burden, the

income level, the development performance,

the balance of payments, etc. This should

assist individual donors in formulating their

terms policies and may provide the basis for a

common view on the terms appropriate to

individual developing countries or group of
countries.

Since substantial differences in terms offered

by individual donors to individual recipients

could result In difficulties, Members should

make concerted efforts to harmonise terms.

They should make use of consortia, consul¬

tative groups or other concerted aid operations,

where these exist, in co-operation as appro¬

priate with the international bodies involved,
in order to reach a common view as to the

appropriate terms at which assistance should

be provided. Where no such co-ordinating

arrangements exist, terms of harmonisation

should be sought through an appropriate

form of consultation, the nature of which

might be the subject of an exchange of views
in the DAC.

The absence of harmonisation of donors' aid

terms is liable to be particularly harmful to

poorer developing countries, in extending
aid to such countries Members should not only

take account of the circumstances of the

country itself but also be guided by the terms of

the donors extending their aid at soft terms

to that country. Members who hitherto have

provided funds on harder terms, should do
their best to come as close as possible to the

average terms of all bilateral DAC donors to the

individual country.

IV. Special Terms for
Least- Developed Countries

A group of least-developed countries has been

identified (see p. 7) for which, apart from any

other special measures, the softest possible

terms of aid are appropriate. Official develop¬
ment assistance to these countries should

preferably be In the form of grants and the
average grant element of all commitments

from a given donor should either be at least

86 per cent to each least-developed country

over a period of three years, or at least 90 per

cent annually for the least-developed coun¬

tries as a group.

V. Regular Review of
Implementation

The achievements of individual Member

countries in implementing the agreed objectives

set out above will be regularly appraised in the

DAC as part of the Annual Aid Reviews. For

this purpose, Members will report on progress

in respect of institutional, budgetary and legal

measures taken, or in preparation, and on other

measures envisaged to achieve these objec¬

tives. In addition, the DAC Working Party on

Financial Aspects of Development Assistance

will review each year the progress under the

various provisions of this Recommendation

and will report to the DAC as appropriate.

After three years' experience, the DAC Working

Party on Financial Aspects of Development
Assistance will take stock of the results

obtained and recommend any appropriate

revision of the present Recommendation to
the DAC.

VI. Need for

Non-Project Assistance
and Local Cost Financing

While acknowledging the advantages of the

project approach, Members recognise that

it is necessary to consider the overall needs of

the developing country as well as its balance

of payments and other factors, and that it may

be appropriate to provide aid to finance either

the cost of imports other than those for parti¬

cular projects or the local costs of development,
or both.

VII. Review of Export Credits

The objectives of the Recommendation apply

to official development assistance. In addi¬

tion, however, export credits have become of

increasing importance as a source of finance
and have contributed to the indebtedness

problem of a number of developing countries.

DAC Members, therefore, agree to review

more fully, in consultation with other in¬
terested Committees of the OECD, their

basic approaches to export credits to develop¬

ing countries, whether official or officially

guaranteed, and the relationship of these

credits to aid and development considerations.

Further, the DAC and its Working Party on

Financial Aspects of Development Assistance

will keep themselves informed of the incidence

of export credit transactions and their geogra¬

phic distribution, especially with respect to

those developing countries with severe external
debt situations.

(1) " Grant element " is defined as the face value of a
financial commitment less the discounted present value
of the required amortisation plus interest payments
(using a 1 0 per cent discount rate).
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New OECD

Publications

"OECD Economic Surveys". 1971-
1972 Series :

AUSTRIA (July 1972, 54

pages).
PORTUGAL (September
1972, 80 pages).
Each booklet . . . .£ 0.35 S 1.00 F 4.50

SF 3.50 DM 3.20

Complete 1971-1972 series (20 booklets)
1 6,50 F 76,00 SF 58.00 DM 51 .00

INVESTING1 IN DEVELOP¬

ING COUNTRIES (October
1972).

The study lists the Incentives pro¬
vided by each Member country of
OECD's Development Assistance
Committee to encourage foreign
private investment in the develop¬
ing countries,! in particular in the
fields of investment guarantees and
direct financial assistance. It also

provides a presentation of existing
multilateral schemes in these areas.

7 72 pages 	£ 7.70 S 3.25 F 13,00
SF 10,30 DM 8.20

CONSUMER POLICY IN

MEMBER COUNTRIES. Re¬

port by the Committee on
Consumer Policy (September
1 972) " Document " Series

Description of the main features of
OECD governments' policies to
protect, inform and educate consu¬
mers as well as the means of re¬

dress open to them and the institu¬
tions responsible for implementing
such policies. Special emphasis is
placed on the differences and
similarities between national poli¬
cies and the difficulties in imple¬
menting them. The report con¬
cludes with the need for increased

international co-operation to pro¬
mote more comprehensive consu¬
mer policies.

44 pages 	£ 0.60 % 1.75 F 7,00
SF 5.55 DM 4.90

NATIONAL ACCOUNTS IN

DEVELOPING COUNTRIES

OF ASIA (November 1972).

Reports and proceedings of the
study session on national accounts
of developing countries of Asia
held at the Development Centre of
OECD. The main themes discus¬

sed during the meeting related to:
the development of national

accounting in Asia, and
the problems of estimation of

capital formation and value added
by services.

484 pages 	£ 2.90 * 8.25 F 35,00
SF 27,30 DM 21.90

THE CHEMICAL INDUSTRY,

1970 - 1971 / L'INDUSTRIE

CHIMIQUE (September
1972).
190 pages, bilingual	£ 2.30 S 6.50

F 29,00 SF 22.60 DM 19.40

THE CEMENT INDUSTRY.

Statistics 1971. Trend 1972/

L'INDUSTRIE DU CIMENT

(September 1972).
42 pages, bilingual 	£ 0.74 8 2.25

F 9,00 SF 7,20 DM 5.70

TEXTILE INDUSTRY IN

OECD COUNTRIES, 1970-

1971 /L'INDUSTRIETEXTILE
DANS LES PAYS DE L'OCDE

(October 1972).
188 pages, bilingual 	£ 1.70 S 5.00

F 21,00 SF 16,40 DM 13.20

THE NON-FERROUS ME¬

TALS INDUSTRY, 1971 /
L'INDUSTRIE DES MÉTAUX

NON FERREUX (November

1972).
82 pages, bilingual 	 E 7. 14 S 3.50

F 14,00 SF 11,10 DM 8.80

DEVELOPMENT CO - OPE¬

RATION. 1972 REVIEW.

Efforts and policies of the
Development Assistance
Committee. Report by Edwin
M. Martin, Chairman of the

DAC (December 1972).
264 pages 	£ 2.50 % 6.75 F 30,00

SF 23,40 DM 18.80

AN ASSESSMENT OF FAM¬

ILY PLANNING PRO¬

GRAMMES (October 1972).
A framework for the evaluation of

family planning programmes, cov¬
ering statistical measurements
(those who accept family planning
counsel), other measures (such as
adequate public health services)
and demographic indicators (such
as declines in fertility). This eva¬
luation framework is then applied
to population programmes in the
developing world. The theme
paper is supported by Population
Data Summaries, presenting demo¬
graphic, economic and social data.

together with family planning pro¬
gramme data on a comparable basis
for 24 developing countries with
population programmes.

196 pages 	£ 7.40 S 4.00 F 18,00
SF 14,00 DM 12.50

"Technical Papers" Series :

FERTILISER DISTRIBUTION

IN THE IVORY COAST, by
Harald Stier (October 1972).
94 pages 	£ 7.00 S 3.00 F 13,00

SF 10,20 DM 9.10

THE CONSTRUCTION IN¬

DUSTRY IN MEXICO, by Di-
mitrios A. Germidis (October
1972).

92 pages	 £ 0.75 $ 2.00 F 9,00
SF 7,00 DM 6.30

ECONOMIC ASPECTS OF

FISH PRODUCTION (Octo¬
ber 1972). "Document" Se¬
ries.

A selection of papers presented at
the International Symposium on
Fisheries Economics arranged by
the Fisheries Division of OECD.

The thirty papers fall into six
groups: fish stock assessment and
forecasting; regulating fisheries;
tuna fishing; farm fishing; fishing
enterprises; costs, earnings and
statistics.

482 pages 	£ 2.80 $ 8.00 F 34,00
SF 26,50 DM 21.30

OECD AGRICULTURAL RE¬

VIEW'S (November 1972).
34 pages . £ 0.40 S 1.25 F 5,00 SF 4,00

DM 3.50

Subscription .£ 7.75 t 3.25 F 15.00
SF 11,70 DM 10.50

"Nuclear Legislation - Analytical
Study" Series :

REGULATIONS GOVERN¬

ING NUCLEAR INSTALLA¬

TIONS AND RADIATION

PROTECTION (October
1972).

Third in a series of analytical sur¬
veys of the legal and regulatory
structures governing nuclear ener¬
gy in Member countries of OECD
Covers, for each country, in stan¬
dardised form, regulations govern¬
ing nuclear installations and ra¬
diation protection.

494 pages 	£ 3.70 S 11.00 F 45,00
SF 34,60 DM 29.80

"Road Research" Series :

In the face of complex and grow¬
ing road problems, the Steering
Committee for Road Research is

trying to devise realistic solutions
which will enable those respon¬
sible to assess the various possible
strategies. It has instructed Work¬
ing Groups to report on a number
of priority questions connected
with road construction, safety and
traffic.

SPEED LIMITS OUTSIDE

BUILT-UP AREAS (October
1972).
84 pages 	£ 7.00 S 2.75 F 12,00

SF 9,40 DM 8.40

WATERPROOFING OF

CONCRETE BRIDGE DECKS

(September 1972).
92 pages 	£ 0.90 t 2.75 F 1 1,00

SF 8,60 DM 7.70

SYMPOSIUM ON THE

QUALITY CONTROL OF

ROAD WORKS (September
1972).
240 pages 	£ 7.45 S 4.00 F 18,00

SF 14,00 DM 12.50

TWO-LANE RURAL ROADS.

Design and traffic flow (Aug¬
ust 1972).
104 pages 	£ 7.70 « 3.00 F 13,00

SF 10,20 DM 9.10

FOURTH INTERNATIONAL

SYMPOSIUM ON THEORY

AND PRACTICE IN TRANS¬

PORT ECONOMICS (Nov¬
ember 1972).
3 volumes : 1 44, 170 and 182 pages.
The 3 volumes .... £ 3.00 I 8.50 F 39.00

SF 30.00 DM 25.80

Published also in German :

"VIERTES INTERNATIONA¬

LES SYMPOSIUM UEBER

THEORIE UND PRAXIS IN

DER VERKEHRSWIRT-

SCHAFT"

INTERNATIONAL TOURISM

AND TOURISM POLICY IN

OECD MEMBER COUN¬

TRIES, 1972 (September
1972).

The 1972 Annual Report of the
OECD Tourism Committee is sup¬
plemented by some 170 statistical
tables, both general and by country,
and gives a detailed analysis of
international tourist movements in

Europe, North America. Australia
and Japan in 1971 and during the
early months of 1972.

756 pages 	£ 7.90 S 5.25 F 24,00
SF 18,70 DM 16.30

SOCIAL BACKGROUND

AND EDUCATIONAL CA¬

REER, by Torsten Husén

(October 1972).
7S4 pages 	£ 7.22 S 3.50 F 16,00

SF 12,50 DM 11.00

ALTERNATIVE EDUCA

TIONAL FUTURES IN THE

UNITED STATES AND IN

EUROPE. Methods, issues

and policy relevance (Octo¬

ber 1972).

The rationale underlying the three
reports included in this publication
is that educational and societal fu¬

tures are closely interdependent
and that eventually educational
planning and policy-making needs
to make explicit the alternative

value systems that will prevail in
future society. The purpose of
"Future" studies is to examine pos¬
sible changes in social and political
values and to develop educational
models which are based on a multi¬

dimensional goal assessment and
on alternative strategy considera¬
tions.

276 pages .£ 7.45 S 4.25 F 19,00
SF 14,80 DM 13.00
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