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General view of the meeting.

High-Level Meeting of the OECD
Development Assistance Committee
This year's annual High-Level Meeting of the Develop¬

ment Assistance Committee (DAC) of the OECD took

place on 18th and 19th October at the headquarters

of the 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 representa¬

tives of the IBRD and IMF (1). Mr. Rafael Salas, Executive

Director, UN Fund for Population Activities, and Mr. Ralph

Townley, Deputy Secretary-General of the World Population

Conference, to be held in August 1974 in Bucharest, also atten¬

ded and addressed the meeting.

The meeting preceded by one week the first "World Development

Information Day" which has been instituted by the United Nations

with the object of drawing the attention of world public opinion

each year to development problems and the necessity of streng¬

thening international co-operation to solve them. The Com¬

mittee underlined the importance of improved distribution of

information to public opinion on the problems of development

co-operation. Members welcomed the United Nations' ini¬

tiative, wished it full success and undertook to contribute to it.

Financial Resource Flows to Developing
Countries

The Committee confirmed that an increase in the total flow of

financial resources to developing countries, in particular of

Official Development Assistance (ODA), and an improvement

in the quality of aid remain the fundamental objectives of the DAC.

Significant improvements took place in 1972 in the Official

Development Assistance efforts of several Member countries

including a softening of terms, but there were declines in others,

especially some of the larger donors. There was a slight increase

in the volume of Official Development Assistance measured in

constant prices, but the percentage of Gross National Product

(GNP) devoted to Official Development Assistance by DAC

Members as a group fell from 0.35 per cent in 1971 to 0.34

per cent in 1972. The average financial terms of ODA improved

slightly in comparison with 1971, reaching again the level of

concessionality of 1970. The Committee expressed its concern

over the lack of better progress in these areas.

The total flow of financial resources (Official Development

Assistance, other official flows, private flows at market terms

and grants by voluntary agencies) from DAC Member countries

to the developing countries increased in 1972 when measured

in current prices and exchange rates. In real terms there was

little change and as a percentage of their combined GNP, it

declined from 0.82 per cent in 1971 to 0.78 in 1972.

(continued on page 4)

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



The decline in the flows of private capital as a percentage of

GNP was mainly due to a drop in export credits. Private direct

investment remained stable. Grants by private voluntary agen¬

cies increased substantially.

The DAC statistics do not include Eurocurrency lending to

developing countries which has reached very sizeable dimen¬

sions in recent years and may have substituted for other types

of flows, especially export credits, which the DAC reports.

While the growing ability of developing countries to tap private

capital markets is to be welcomed, Members noted that heavy

reliance on this type of resource may create debt service prob¬

lems for some developing countries.

Progress Towards Untying of Aid

The Committee, following the initiative of some of its Members,

sought to achieve progress on aid untying, pending the conclu¬

sion of a general agreement. DAC Member countries agreed that,

consistent with existing general practices, they shall extend their

official financial development assistance contributions pledged

henceforth to multilateral institutions free for procurement

at least in those countries that are Members or associate Members

of those institutions or are recognised by the institutions concer¬

ned as significant contributors. A majority of DAC countries

declared themselves ready to join in an agreement on the

untying of their bilateral development loans in favour of procu¬

rement in developing countries in accordance with agreed

rules for determining eligibility to participate in procurement,

hoping that other DAC countries would soon adhere to this

agreement. The High-Level Meeting agreed that the DAC

should pursue the issue of untying actively and should contri¬

bute to the preparation of texts, when necessary, to give effect

to agreements reached among Member countries concerned
on this issue.

Left to right : Ernst Michanek, Director General, International Development
Wi/lesee, Special Minister of State (Australia) ; Valéry Giscard d'Estaing, Minister
General : Per Gu/owsen, Acting Director-General, Department for International
Kingdom) ; J.P. Pronk, Minister for Development Co-operation (Netherlands) ;
Director of the Division for Trade (Switzerland) ; Kiyohisa Mikanagi, Director-

The DAC discusses Aid Criticisms

The Committee, on the basis of an assessment by its Chairman

of the " crisis " in development, discussed current and some¬

times contradictory criticisms addressed to development assis¬
tance. It noted that while some of these criticisms warranted

serious consideration, others stemmed largely from misinterpre¬
tation or a lack of information. The committee underlined the

need for greater efforts on the part of all Member governments

individually and through the DAC, to promote a better under¬

standing by public opinion at all levels of the problems of deve¬

lopment and the progress made, as well as of the need for

strengthening the development co-operation effort, especially

in the form of increased development assistance. Development

co-operation has strong support in some countries, but the

overall picture is clouded by the situation in a few countries,

thus creating an imbalance which is not conducive to improving

the combined effort. The Committee agreed that it was impor¬

tant to give attention to new approaches to development co¬

operation and development problems.

Since main responsibility for development rests with the deve¬

loping countries themselves, it is up to these countries to select

their own goals and establish the priorities among them. At the

same time, foreign aid programmes can make an important
contribution in assisting them. The Committee affirmed that

there have in fact been significant improvements in recent

years both on the side of donors and recipients in the way the

aid is being used. It believes that through continuing and

(continued on page 41 )

United Kingdom (left to right) : R.B.M. King, Deputy Secretary, Overseas De
Richard Wood, Minister for Overseas Development, J.K. Wright, Deputy Director

Overseas Development Administration.



Agency (Sweden) ; Horst Moltrecht, Federal Ministry for Economic Cooperation (Germany) ; Georg Zuk, Director, Federal Chancellery (Austria) : Donald
of Economy and Finance (France) ; Ambassador Edwin M. Martin, President of OECD's Development Assistance Committee; Emile van Lennep, OECD Secretary

Economic and Social Development, Ministry of Foreign Affairs (Norway) ; R.B.M. King, Deputy Secretary, Overseas Development Administration (United
Antonio Santos Labisa, Ministry of Finance, in charge of the coordination of Development Assistance Affairs (Portugal) ; Ambassador Paul Rudolf Jolies,
General, Economic Co-operation Bureau, Ministry of Foreign Affairs (Japan) ; Ambassador Luciano Conti, Head of the Permanent Delegation to OECD (Italy) .
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Administration, Rt. Hon.

General, Economie Planning Staff,
Bel ium : Irène Pétry, Secretary of State for Deve¬

lopment Co-operation.
Germany : Erhard Eppler, Federal Minister for Economie

Co-operation.



WORK

EDUCATION,

AND THE QUALITY OF LIFE
by J.R. GASS, Director

OECD Centre for Educational Research

and Innovation

The need for increasing flexibility as between education, working life
and leisure, which has been discussed in previous issues of the OECD Observer (1),

is weighed against the social concerns agreed upon
by OECD Member countries as a first step towards developing a set of social indicators.

The article represents the personal views of the author.

Despite the current controversy about "zero" growth, we

can be sure that economic growth, like all social pheno¬

mena, is most unlikely ever to be zero. GNP will either

be going up or down, and the real question is how much.. Today

that question cannot be answered without taking into account

the negative effects of growth, for presumably we would want

the highest possible rate of growth if there were no such negative
effects. In the real world a balance must be struck between

growth and other objectives : in other words, the real issue is the

"quality" of the growth process.

Put this way, it is clear that the qualitative aspects of growth

cannot be clarified without defining social objectives, and the

specific policies necessary to advance towards these objectives.

The quality of life cannot be reduced to any form of calculus

which ignores the content of the objectives or the ways and

means of advancing towards them. More specifically, the

relationships between education, work and the quality of life in

a modern society cannot be seriously examined without formulat¬

ing the economic and social objectives which they are supposed

to serve, and without examining in detail the way the two sys¬

tems interact in satisfying the daily needs of people.

The central point of departure is that as incomes rise we must

anticipate a relatively fundamental change in social objectives

and motivations. The economic principle that changes in the

structure of demand go hand-in-hand with income growth re¬

inforces the psychological principle that the individual has a hier¬

archy of needs as basic material needs are satisfied, others

become more dominant. Thus, both economic and psychologi¬

cal theory justify the presumption that sustained economic growth

generates new social needs and motivations.

Historically there has been a presumption the product of the

industrial revolution of the 1 9th century that the dissatisfactions

of work are to be compensated for by the extension of leisure

and education. Since economic advance was seen as depen¬

dent on an increasing division of labour, with more and more

routine and specialised jobs as a consequence of the growing

complexity of production technologies and the management

hierarchies necessary to operate them, human skills and job

satisfaction were depreciated. In its extreme form this position

was epitomised by the Chaplin film, "Modern Times", and a

contemporary exposition of the same viewpoint would no doubt

see the educational system as somewhat arbitrarily selecting

individuals into the social and manpower hierarchies necessary

for the production machine. This extreme view of the social

system is of course a caricature, but it contains the grain of truth

that the growth of mass production industry led to working

conditions that frustrated the human satisfaction to which rising

incomes give birth and generated an educational system of

which the main function was to supply the manpower necess¬

ary for production activities.

Both these aspects of the social system are now being challenged.

On the one hand, the quality of work and the satisfactions to be

derived from it are becoming a central issue in collective bargain¬

ing and the "flexibility" of working life is being advanced as

a way of overcoming the artificial separation of the work,
leisure and educational activities of the individual. On the

other hand, a system of "recurrent" education would enable

individuals to improve their lot over a longer period of their

working life, thereby increasing their prospects and satisfactions

in work. Taken together, the two policies of flexibility of

working life and recurrent education constitute the two legs

of policy for relating education and work to new social objec¬

tives. The discussion below explores these relationships in

terms of some of the major social concerns defined in the

recently published OECD report, "List of Social Concerns
Common to Most OECD Countries".

Individual Development through Learning

The opportunity of all individuals to develop through learning has

not only become a basic right of individuals in modern society,

(1 ) "For Greater Flexibility of Working Life" by Gosta Rehn, OECD Director
for Manpower and Social Affairs, OECD Observer N" 62, February 1973
and "Recurrent Education. A Solution to the Crisis of Education ?" by the

author of the present article, OECD Observer N" 64 June 1973.



but also an indispensable condition of economic development.

The slogan that we live in a learning society one in which those
who can't learn and continue to learn become casualties

carries sufficient weight to have made education one of the most

rapidly growing sectors of contemporary society. However, the
present educational system, which concentrates learning in the
childhood and youth phases of an individual's development,

cannot by itself meet the need of individuals, and of society, for
continuing development over a much longer period of the life
pattern of individuals. Increasingly, therefore, learning oppor¬
tunities must be provided for adults as part of more flexible work¬

ing and educational careers.

Learning opportunities for women, as a means of reconciling

family responsibilities with social and professional aspirations,

are a specific and particularly important case of this general
need. The present educational arrangements either operate to

deprive many women of educational opportunities because they

appear to conflict with child rearing and family building, or if
these obstacles are overcome, frustration results because of the

difficulty of reconciling the personal aspirations generated by

higher education with the constraints of family life. The current
accent on equality in work for women needs to be matched by

more flexible educational arrangements which make it possible

for women to reconcile these conflicting needs.

Learning over a longer part of the life cycle can only be achieved
if the isolation of schools and universities from the life of the

community is diminished, and if formal education in schools and
universities and industrial and other forms of training are much

more closely related via a policy of recurrent education. This
cannot be achieved unless there is closer co-operation between

the educational "establishment", trade unions, employers, as

well as with other professional and social groups.

The fundamental issue is whether, given rapidly changing eco¬

nomic structures and techniques of production, the educational

system should continue to be looked upon as the main basis for

selecting individuals into occupations. There appear to be

good reasons for relating education and work experience more
flexibly in relation to job selection and promotion. At present,

the high social prestige associated with general humanities or
scientific studies on the one hand, and high rewards for profes¬

sions such as medicine, the law, and engineering on the other,

stimulate a rigid pattern of private demand for education which

hardly reflects the diversity of human abilities and motivations
or the nature of social and economic requirements. These two

The need to derive greater satisfaction from work has become a central issue.



There must be greater freedom for students to work.

features, resulting in a rapidly growing supply of generally-edu¬

cated high school and university graduates with diminishing
employment prospects, and the contrary phenomena of powerful

professions with privileged employment, income and social pros¬

pects, have obvious disadvantages for social equity and econo¬

mic development. A more flexible educational system and man¬

power structure, in which general education and career prepara¬

tion can be more inter-related and balanced, and higher status
and rewards given to the many new para-professions needed to

support the rapid growth of the service sectors and of sophistica¬

ted industry and administration, would seem to offer advantages
in terms of social structure and economic development.

This should not take the form of a penetration of narrowly-based

vocational education into secondary schools and institutions of

higher education since this would respond neitherto human as¬

pirations or economic requirementsbut rather a different and bet¬

ter balance between theoretical learning and practical experience

in all branches of the educational system. The arbitrary separa¬
tion between general and vocational education should be greatly
diminished. Industry, administration and commerce should

play a bigger role in education, by providing training opportuni¬
ties and, more importantly, by co-operating with public education
authorities in developing educational schemes which combine

theory and practice in an educationally and socially acceptable
way. All professions should be ready to accept the diversifica¬

tion of skills and the relevant education as a modern reality; and
the teachers should be ready to combine increasing profession-
alisation with more open recruitment of experienced people
from other walks of life.

All this implies that administration, industry, commerce and the

professions should share the social responsibilities for individual

and career development which have so far been largely in the

hands of the educational system. The emergence of educational

systems and policies which combine both formal youth educa¬

tion and informal adult education and training would be the result.

Employment and Quality of Working Life

The availability of gainful employment for those who desire it is,

as the above analysis shows, to a large extent conditioned by the
educational system. The present pattern of educational growth
is leading to serious imbalances, both in terms of the employ¬

ment prospects of secondary school leavers and university
graduates.

One of the keys to this problem, and indeed to the concept of
recurrent education, lies in the restructuring of education, and of

employment and social service opportunities, for young people
in the 16-19 age group. It is at this age that social selection

via education, and in particular through university entry, is at its

sharpest. The pedagogical and social reasons for enabling
young adults who are so inclined to test themselves out in

society without sacrificing subsequent educational opportunities
seem to be very strong. It is therefore a matter of concern that

the existing conditions of entry into higher education militate

against students who wish to return after a period of activity in
society, and that employers often take the view that secondary
school graduates are unemployable. The consequence is that

higher education or military service are the only outlets for young



...and for adults to study.

people at the most formative stage of their development as
citizens. A wider range of options is desirable.

This problem needs to be gone into deeply and urgently by

educators, employers and trade unions so that new alternatives

for public policy can be formulated. The primary conditions for
an attack on the problem seem to be twofold : educational oppor¬

tunities need to be made more flexible so that education and

work experience can be combined into more flexible patterns

of career development; and a more constructive approach to

employment opportunities for young adults is needed on the part
of administration, industry and commerce.

Reforms at the upper-secondary level would of course need to be

accompanied by reforms in post-secondary education, and in

particular of the universities. One of the drawbacks of the

present system is that, since youth entry into higher education

is the key to social success, selection at this stage is looked upon
as irreversible. If the universities were to be open to adults on

an equal basis, the finality of selection would be removed.
Moreover, the co-existence of young and adult students in the

universities would strengthen the links between the university

and society without artificial constraints on its critical role in

society, and would diminish the segregation of youth which is

certainly one cause of student unrest. Moreover, if the univer¬

sities are to survive as institutions of higher learning and research,

mass higher education must find its expression in new kinds of

university courses and a wider range of post-secondary institu¬
tions.

It may also be expected that forms of higher education which are
more flexible, more varied, and allow for the alternation of periods

of work and education will constitute one of the more effective

ways of tackling the under-employment and unemployment of

graduates. The phenomenon of graduate unemployment
appears to have been in the past highly correlated with a fall
in rates of economic growth, or with cut-backs in public

spending on particular scientific/technological developments.
But there is also an underlying structural problem resulting from

inadequate feedback between the rapidly evolving labour

market, professional qualifications, the supply of education
and social demand.

Whilst forecasts of the likely demand for graduates can play a

useful role, the experience of the 1960s has made it clear that

manpower planning is a rather crude tool. More career guidance
for students would obviously help. But most important of all

is the development of more diversified and flexible post-second¬

ary structures which enable the individual to adjust his qualifica¬

tions as he proceeds in his career, with much more interplay

between education and professional experience. A develop¬

ment in this direction would indeed seem to offer most hope for

an effective feedback between the labour market and education.

The consequence is that, in addition to changes in educational

policy along the lines discussed above, qualified manpower must
now be brought well within the scope of labour market policies
and of industrial personnel practices. The days when qualified
manpower, as an educational elite of limited dimensions, could
be considered as immune from problems of unemployment,

are gone for ever as a consequence of the vast expansion of
higher education. This opens up a new and important field
of manpower and personnel policy.



But it should be recognised that the problem of management in
administration, industry and commerce goes much deeper. The
employment problem of young people in advanced societies

arises partly at least from their unwillingness to accept uninterest¬
ing, repetitive jobs or authoritarian management structures. The

issue is that, whereas in the past technologies were seen as neces¬

sarily defining job structures, sophisticated managers today
recognise more freedom in developing job patterns, job satis¬
faction, and satisfying group relations. Technology creates a
framework for jobs but it does not dictate them. Nor does it

mean that the educational system should select individuals for

jobs once-for-all when they leave school. There is indeed a

distinct trend towards schemes for encouraging the personal
development of employees, providing educational opportunities

and working with the educational system to implement them.

In some countries there has emerged from collective bargaining
and public policy a legal or contractual right to education and

training for employees. Such training obviously goes hand-
in-hand with more participation and more open management
structures. These trends, coupled with a policy for recurrent
education, could open up new avenues of personal and career

development for employees, thereby mitigating the damaging
effects of the early social selection which is typical of the
present system.

Time and Leisure

The above policies would inevitably lead to new patterns of
individual development, involving different relations between

initial education, work, family responsibilities (for women), fur¬
ther education and training (including sabbatical leave), leisure
and retirement.

Underlying all is the basic social principle that, in highly ration¬
alised democratic societies, in which constraints on freedom

come from the economic rather than the political system, the
possibility for the individual to allocate his time between the

several aspects and phases of his life may be looked upon as
one of the prizes of affluence. Such a freedom may be consider¬
ed as of relatively high priority for the educated urban citizen

who is becoming more and more typical of the populations of
OECD countries.

Whilst such freedoms may in the present systems be traded off
against income, special measures are necessary to make them
available to the lower income groups. Specific examples are:
(i) the more widespread granting of sabbatical leave; (ii)
the granting of rights for educational leave of absence through
legislation or collective bargaining; (iii) restructuring of educ¬
ational opportunities and the supporting public finance provi¬
sions; (iv) optional early retirement; (v) more flexible career

patterns with greater provision for part-time working; and
(vi) social security arrangements which facilitate rather than

hinder the freedom of the individual to effect financial trans¬

fers between education, work, leisure and retirement.

All the above specific policy measures are worthy of examin¬

ation in their own right, but it is apparent that taken together
they raise the whole question of income transfers. It is possible
that in the long run a comprehensive scheme of negative income

tax and/or social insurance might be the most effective way
of providing the financial structure for such measures. The

central aim should be to replace a static concept of social
equity, based largely on income distribution at fixed points
in time, by one which is based on the concept of "life chances",
that is to say income and other social benefits over the total

life span.

Social Inequalities and the Command over
Goods and Services

The economic affluence of the advanced industrial societies

has been typified by a persistent problem of marginal social
groups which do not succeed in participating in the general
prosperity. Poverty in the 1 9th century sense has been replaced
by the inability of some individuals and groups to find a place
in a more competitive, educated and mobile society.

The massive expansion of education has enhanced the capacity
of many social groups to compete effectively, but there is
now a growing realisation that the power of education to

alleviate profound social inequalities is limited. In countries

where the existence of poverty groups on a racial, ethnic or

class basis has become a central problem of policy, the realisa¬
tion that educational failure meant social failure, and that the

seeds of the former were in the earliest years of childhood, led
to a rapid expansion of early childhood education. This

phase of education is now becoming a priority in many countries,
not only as part of an attack on nascent inequalities but also to

facilitate the access of mothers to working life. But whatever
importance one may attribute to the equalising effects of these

measures, it is now generally accepted that educational equality
must be seen in a more comprehensive framework of measures,
and the whole problem seen in terms of life chances. In

this context it is clear that education, since it is instrumental

in selecting individuals into the various socio-economic and

occupational groupings, has a central influence. But there

is now clear evidence that, in a mass educational system, the
meritocratic principle breaks down because educational success

is to a large extent determined by the existing class structure.
This is one reason why there are strong arguments emerging
for a system of recurrent education, in which selection would

not be irreversible and adults would still have access to educ¬

ation to improve their social position. But only if working
conditions in administration, industry and commerce are changed
will such a policy succeed, for it will depend on working tasks
which are sufficiently interesting and management structures
which are sufficiently open to develop the necessary motiva¬
tions in the working population. Thus, income redistribution,

educational equality, more flexible work and career patterns
and more satisfying conditions of work are all part and parcel
of the problem of social equality.

Social Policies in the 1970s

The conclusion that imposes itself is that if education and work

are to promote the quality of life in real terms such as the con¬

tinual personal development of individuals, more satisfaction
in work, more freedom in the use of time and leisure and more

equal access to goods and services, the traditional separation
of policies must be overcome. It is not so much that we are

moving from a "vertical" to a "horizontal" structure of govern¬
ment administration, but rather that new objectives and goals
mean new relationships of means to ends. What is true of

education and work is equally true of transportation and urban

development; of regional development and community services;
of industrial development and the environment. The links

cannot be forged on the basis of resounding slogans about

zero growth and the need for global planning, but from detailed

analysis of what the social problems of growth are and the
specific measures needed to forge new links between the
bits and pieces of the government machine .
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REGIONAL POLICY:
THE ISSUES FACING GOVERNMENTS

As a further contribution to the process of keeping regional policies under continuous review,
Aaron Emanuel, a former senior United Kingdom official and former Chairman of the OECD

Industry Committee's Working Party on Regional Development Policies, was asked
to draw up a report, shortly to be published (1 ), the broad lines of which are set out

in the article that follows. The aim of the new report is to define the issues that have to be dealt with
and to examine the implications of alternative solutions, both for their effect on the regional issues

themselves and in relation to the general aims of economic policy. The report
endeavours to identify the issues facing administrations and to provide a framework of general principles
which might be of use when the different countries try to find solutions to their own, varied problems.

Regional policies "cannot be put in a separate compart¬
ment from national policies as a whole. There would
seem to be a need for a clearer definition of objectives;

for a clearer definition of the resources that can be made available;

for better tests of effectiveness of methods; and for a greater

realisation that the growth or improvement of the economy as a

whole may be hampered by the adoption of ineffective policies or
policies which make a greater claim on national resources than can
be justified by the results achieved". In this way the central
theme of the new report is stated at the very outset.

The report goes on to say that "there are many important issues
still facing governments, and until greater clarity is achieved there
is a real risk that the substantial resources devoted to regional

policies will not bring about desired results and may constitute a
hindrance to the processes of adjustment which are continually

necessary in a changing world."

"The danger that regional policies can be pursued to a point
where they may hamper the general progress of a nation and
weaken its capacity to compete or adapt to change is an ever

present one... In regional affairs, as in others, the ends do not
necessarily justify the means and most certainly not when the
means are not well designed to achieve the ends."

"One thing has been made apparent in the work done by OECD,
and that is that few if any countries are satisfied with the results

of their regional policies so far." Nevertheless, the report

emphasises the importance of adequate regional policies as a
permanent feature of national policies. "Given their proper and
permanent place in the national scheme of things, they may hold

(I) Issues of regional policies, OECD 1973 ; the opinions expressed
in the report are those of the author, and do not necessarily represent
the opinions of the members of the Industry Committee or of its
Working Party on the facts presented. The Working Party has
carried out several studies on the subject of regu nal problems, nota¬
bly The Regional Factor in Economic Development, OECD 1970.

the key to a future which will provide a better heritage than the
present generation has received through the failure to understand,
or act upon the concept, that a country is its regions."

*NatioiiaFand ^regional*policies

The first question considered is that of regional development
strategies. The report notes first of all that it is important to
recognise conflicts of aims.

It also suggests that the dichotomy between "national" and
"regional" policies is a false one, since both are parts of the
comprehensive policy functions of governments. They need
therefore to be pursued in parallel and in harmony and brought
together in a manner which ensures consistency and the necessary
attention to all the problems which are part of an interrelated
whole. The author thinks it necessary to have a certain back¬

ground of facts before strategies can be rationally devised and
shows how specific objectives can be achieved by alternative
methods. The report thus establishes the nature of the choices

which confront governments in determining the right policy under

particular circumstances.

The regional impact of national factors is the second question

identified by the report, which shows the importance of correctly
understanding the influence exerted on regional development by
the many factors which determine the whole economic and social
climate, the background to all regional policies. Regional and
intra-regional development is influenced by national trends in
population, industrial and occupational distribution of the working
population, the level of education and technical skills, gross
national product, capital resources, technological change, consum¬
er tastes and preferences, inflation and public finance. Broadly
speaking, the report stresses the need to consider not only the
overall trends but their breakdown into component factors, since
it is through these factors that the impact on regions occurs.
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How to rectify imbalances

In discussing the question of how to rectify imbalances, the report
says that there are two alternatives: transfer of resources or migra¬
tion of population. It suggests that where the proportion of "dis¬
advantaged" regions in a country is high in some cases 40 to
50 per cent of a country the degree of transfer of resources

required to remedy imbalance may be much greater than any
government would probably be prepared to make. The report
says it is necessary to be more realistic about the feasibility of
seeking to resolve regional imbalances through inadequate transfer
of resources.

It is also necessary in most cases to have a more precise definition
of what is meant by "acceptable" or "unacceptable" imbalances

and to cater for the problems of growing as well as declining
regions. It is suggested that the importance of "closing the gap"
between regions might be exaggerated and that more effort should

be made to achieve absolute and well-founded progress in disadvan¬
taged regions.

In this connection, the report presents a "model" of the concept
of desequilibrium, from which it is possible to deduce what would

be entailed in securing a state of evenness between regions with
highly disparate indices of resources, employment opportunities
or incomes. It is shown that the reduction of disparities between
regions is a matter of relativities and relative rates of growth, and
that the way the economy as a whole moves can change those
relativities, widening or narrowing gaps in different circumstances.

The analysis leads to the conclusion that countries should examine

in greater depth the nature of the imbalances with which they are
trying to deal and establish more clearly the reasons for the failure
or success of their efforts. The interdependence and interrelation
of regions is stressed as a factor which must be taken into account

in devising policies. The report recommends in particular that
indices of disparities be improved and consolidated, that realistic

assessments be made of the impact of policies on disparities and
that the implications for all regions of national policies should be
taken into consideration. It is suggested that OECD could help
to devise a common method for describing imbalances and that
Member governments should be invited to adopt a standard
approach in defining their imbalance problems.

Developing a realistic attitude

With regard to the correction of imbalances as in the case of

disparities between unemployment levels, incentives to firms and

the restrictive measures discussed later in the reportone point is
emphasised: namely the need for the authorities to assess the

likely effect of their policies if these are to be realistic or if ade¬
quate alternatives are to be devised.

National growth is itself marginal and a large proportion of that
growth must take place where the main elements for economic

expansion are present. It follows that the prospects for exception¬
ally high rates of growth in unfavourably placed regions are limited ;
yet, at the same time, without exceptionally high growth rates the
gap between those regions and the ones that are more favourably
placed cannot easily be narrowed.

Realism means recognising that to some extent disparities are nor¬
mal features of economic change and that attempts to eradicate
them altogether, even as a long-term objective, are unlikely to
succeed. The persistence of regional imbalances, over decades in

some countries, despite intensification of efforts to reduce them,

One feature of the regional policies of all countries

can be seen as a reflection of the underlying realities rather than
as a simple failure to devote or divert enough resources to the
removal of imbalances. Only careful analysis of these realities,
the report goes on, is likely to show whether more can be achieved

by helping necessary adjustment through transfers of population
or by diverting resources from the more favourably placed regions
to those that are less so.

The same realistic attitude is recommended concerning financial
incentives to firms in order to encourage them to set up in certain
regions and restraints to discourage them from doing so in others.
Thus, the efficacy of incentives can only be judged against the
background of the overall economic climate of the country. In
some cases large incentives may prove totally ineffective, while in
others small incentives may produce large-scale effects. The risk
that some incentive systems may be conducive to low levels of
efficiency, productivity and competitiveness, as well as a distortion
of international trade, is considered.

The report goes on to deal with the role of infrastructure in regional
economic planning, aspects of regional policy connected with
public finance and problems of organisation. Again the same
basic themes are developed: it is a question of seeing that resources
are effectively used and that the results, in terms of real benefits,

justify the allocation of resources to this end rather than to any
other.

With regard to the international aspects of regional problems, the
report notes that in the past there was a tendency to regard regional
policies as a primarily domestic issue. Because of the distortion

effects of incentives, the report suggests that regional policies should
be recognised as a matter of international concern, and that co¬

operation between countries is required if regional policies are not
to lead to international dispute and countervailing action when the
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is the increase in resources devoted to improving and extending the social, economic and administrative infrastructure.

interests of one country are affected by the regional policies of
others. Opportunities for countries to co-operate exist where
those countries share common borders, interlinked transport

systems and so on.

Co-operation might also take the form of devising acceptable
common rules for the use of incentives in regional policies, so

that they work to the mutual benefit of co-operating countries
rather than the reverse.

The need for a systematic approach

Finally, attention is drawn to the need for a systematic approach.
Problems are no longer confined to specific areas but now extend
to several regions comprising a substantial portion of the whole
country. The scope of policies has been broadened to cover a
whole range of interrelated issues: economic planning, territorial
development and land use, social and environmental needs, and
the rational and planned development of infrastructure.

Regional policies are concerned not only with the correction of
imbalances due to past influences; they also aim at long-term
adjustment to future needs. They pose new and more extensive
problems in public finance, management of resources and organi¬
sation. "As the objectives of regional policy multiply, so do the
claims on available resources... The choice of methods, if resour¬

ces are not to be wastefully or ineffectively applied, calls for the
use of increasingly sophisticated techniques in forecasting, apprais¬
al or diagnosis and of cost/benefit and planning policies".

These generalisations do not of course apply equally to all countries.
The differences that exist between OECD Member countries,

ranging in size from Luxembourg to the United States, are reflected
in a great diversity of regional problems and policies as regards
their nature, scope and scale. But the report emphasises that in
countries where regional problems and policies are of real signi¬
ficance, they need to be tackled much more systematically than is
often the case.

A systematic approach involves a whole list of different tasks:

identifying and studying regional problems;

diagnosing their origins;
classifying "acceptable" and "unacceptable" situations;
investigating the range of possible policies;
establishing criteria for the selection of policy measures;
assessing the impact of policies and measures;

defining objectives;

setting up suitable organisation.

According to the report, piecemeal methods have too often yielded
unsatisfactory results because objectives have been set without
sufficient regard for the way in which problems arise, the limitation
on resources or the need for governments to give priority to other
problems. Definition of real, practical objectives should therefore
be the end-product of a systematic and comprehensive approach
rather than the starting point.

The author recognises the magnitude of the task. This, he feels,
is due to the scope of the problems themselves, especially in
countries where regional policies aim "to shape, in the complex
conditions of modern life, the whole regional pattern or structure

of a country". Since the means of dealing with regional problems
derive from the resources of the nation as a whole, it is only the

way those resources are used that constitutes the real regional
policy practised by a country.
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URANIUM RESOURCES :
KEY TO EXPANDED NUCLEAR ENERGY

The current oil crisis has re-focussed world attention on

the role of nuclear energy, which by the end of the

present century is expected to provide 50 per cent or

more of the electric power in many of the world's most important
consumer countries.

To implement this growth, the demand for uranium is likely to
rise fivefold in the next ten years*, according to a recent report
on Uranium Resources, Production and Demand, jointly pre¬
pared by the OECD's Nuclear Energy Agency (NEA) and the
International Atomic Energy Agency (IAEA). Because of the
long lead time normally needed from discovery, through evalua¬
tion to production, the report states, "it is essential that urgent
steps be taken to increase the rate of exploration for uranium so

that an adequate forward reserve may be maintained".

The demand forecast (shown in graph) indicates that the

current adequacy of uranium reserves will rapidly turn to scar¬

city as nuclear power expands. Unfortunately, however,
current uranium market prices provide inadequate immediate
incentives for further prospecting, in particular in areas where

any new discoveries would seem likely to be comparatively costly
to work. (The reserves listed in Table 1 as in the $10-15

range will of course not be used as long as much lower cost
reserves are available.)

Forecasts in the new report of installed electric generating capa¬
city indicate that OECD Europe will have some 370 million

kilowatts (370 GWe) nuclear capacity by 1990, while there
will be 500 GWe in the United States and 100 GWe for Japan.
Of special concern is the growing demand for enriched ura¬

nium, which requires expensive processing to alter the isotopic
content of ordinary (naturally occurring) uranium. Because

power plants utilising enriched uranium are comparatively
cheap to build and have been proven reliable in operation, grow¬
ing numbers are expected to come into service over the next

decade or so. To meet the increasing demand for enriched
fuel needed for these stations, considerable quantities of new
enrichment capacity (the construction of which involves lead

times similar to or rather greater than those for the reactors them¬

selves) will need to be brought into operation.

* Currently about 18,000 metric tonnes metal per annum,
uranium demand is forecast at about 60,000 t/a by 1980 and
100,000 t/a by 1985.

ESTIMATED WORLD RESOURCES OF URANIUM

(Data Available January 1973)

Type of
Resources Price Range < S 10/ 1b U3Oe Price Range $ 10-15/ 1b UzOt

Reasonably Assured

Resources (Reserves)

Estimated Additional

Resources

Reasonably Assured
Resources

Estimated Additional

Resources

Country 103 tonnes

uranium

103 short

tons U3Os

103 tonnes

uranium

103 short

tons U308

103 tonnes

uranium

103 short

tons t7308

103 tonnes

uranium

103 short

tons U308

Australia . . .

Canada ....

France ....

Niger 	
South Africa

USA 	

Other (1) ..

71

185

36.6

40

202

259

72

92

241

47.5

52

263

337

93

78.5

190

24.3

20

8

538

57

102

247

31.5

26

10.4

700

74

29.5

122

20

10

62

141

295

38.3

158

26

13

80.6

183

385

29

219

25

10

26

231

92

38

284

32.5

13

33.8

300

120

TOTAL

(rounded) . 866 1,126 916 1,191 680 884 632 821

(1) Argentina, Brazil, Central African Republic, Denmark (Green/and), Fin/and, Gabon, India, Italy, Japan, Mexico, Portugal (Europe and Angola),
Spain, Sweden, Turkey, Yugoslavia, Zaire.
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RELATIONSHIP BETWEEN URANIUM RESERVES

AND CUMULATIVE REQUIREMENTS

10 3 tonnes d'U

2000 [---

1500

1000

103 tonnes d'U

2000

500

1500

1000

500

1975 1990 1985

(1 ) " Reasonably Assured Reserves " at less than $10/lb

(2) " Reasonably Assured Reserves " at a price ranging from $10 to $15/lb

(3) " Estimated Additional Reserves" at less than $10/lb

* These demand curves are the same as those on the right, but advanced by 8 years to take account

of the 8- year forward reserves which the uranium mining industry for technical and economic
reasons endeavours to keep in hand.
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In a speech in Toronto, Canada, OECD's Secretary General, Emile van Lennep,
outlined some of the major features of present international economic relations.

The following article presents the main points of this speech which was delivered prior
to the new problems caused by the cutback in energy supplies from the Middle East.

THE INTERDEPENDENCE

OF NATIONS

by Emile van Lennep, OECD Secretary General

Ï, I ight major changes at present underway in the world
\ i economic system collectively stand to be recognised
^A as a turning-point in the economic history of the

post-war period:

the international monetary reform under negotiation;

the new round of trade liberalisation negotiations opened in
Tokyo in September;

the questioning of old concepts of growth and development,
and the rise of the environmental factor;

the energy crisis;

the rise of Japan as a major economic power;

the enlargement of the European Community;
the major diplomatic initiatives opening up bilateral relations

between our OECD countries, Russia and China;

the proposals for reassessment of relations between the United

States, Europe and Japan.

During the period of transition, it is natural for the past tra¬
ditional fabric of international economic co-operation to be
questioned. There are some who arc tempted to argue that our
changing world implies that the very concept of international
co-operation is made obsolete. From our vantage point at the
OECD, we see the required response as anything but a return to
unilateralism, or even bilateralism. More generally, the task
is to recognise how the structural changes at present at work
imply the need for:

new solutions to old problems that now appear in a guise
different from before, for example, international monetary and
inflation problems;

solutions to new problems, or at least problems that now pose
themselves with increasing force, for example, in the areas of
income distribution (among and within nations), energy and the
environment, to take three of them.

In virtually all of these problems, we see clearly the links
between today's immediate problems and longer-run goals, the
inter-relations between the problem areas, and the need for inter¬
nationally coherent solutions as opposed to a return to uni¬
lateralism, which would aggravate the collective problem.

The Short term Problems

The two areas of most immediate and urgent concern to all
OECD Member countries are reform of the international

monetary system and the problem of inflation.

As the reform of the international monetary system is being
laboriously and, I am afraid, necessarily so worked out, we
are witnessing an experiment in the widespread floating of
exchange rates. At an early stage in our present experience,
there was much almost euphoric welcoming of the freedom of
floating. Now, with the advantage of almost two years' expe¬
rience, some more balanced perspective is emerging. Certainly,
we remain freed of the excessive rigidities of the Bretton Woods
regime, which collapsed because the old adjustment process
was inadequate, and because of failure to agree upon a new
system. On the other hand, we have begun to perceive that the
problems of generalised floating are much broader than those

involved in earlier experiences of unilateral floating in a generally
fixed exchange-rate system. Our "broader problem" must
surely focus on doubts as to whether "the free market" may
not, for example, exaggerate exchange-rate changes in some
circumstances, or whether there is not a new and different set

of inflationary dangers inherent in a floating system.

Those who thought our new system should and could consist

of a resort to free and unconstrained generalised floating dis¬
placing the need for careful and continuous international co¬

operation are increasingly being seen to be unrealistic.

Inflation :

Imported or Made at Home ?
There are links between the international monetary disorders
and the obduracy even aggravation of the problem of inflation.
But these must be kept in perspective. In many European
countries the opinion is frequently held that imported inflation
is the principal and irresistible cause of domestic inflation. Over

the last twelve months one has also increasingly heard the
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argument particularly in Europe and Japan that accelerated
inflation is mainly due to the commodity price boom, that is to
"world forces beyond our control". But this tends to overlook
the fact that, netting out imports and exports, the OECD area
is about 80 per cent self-sufficient for its consumption of crude
primary materials taken together, in other words that 80 per
cent of the rise in incomes resulting from higher commodity

prices is to be found somewhere else in the country concerned
or in another OECD country. Of course the commodity price
boom is important but let us not all delude ourselves, each
sitting at home in our respective countries, that "someone else"
has caused the inflation problem. One advantage of the kind
of international economic analysis that is done at the OECD
is that, when add ng the OECD area all up together, it becomes
clear that the "imported inflation" game has to stop some¬
where.

Most OECD inflation is, in fact made-at-home in the OECD

taken as a whole. To give one example, we estimate that at

the present time with consumer prices rising at close to 10 per
cent in the OECD area only about one-half of 1 per cent can
be attributed to the improvement of the developing countries'
terms of trade that has come with the commodity price boom.

More basically, inflation has become deeply built into all our
OECD economies. This much is evident from the extremely

short and limited progress that was made in reducing the rate
of price increase during the business slowdowns or recessions
of the early Seventies. The present business upswing may have
made the rate of inflation worse again in part through the

commodity price boom. However, the signs are becoming
increasingly clear that we have moved into a world in which
the inflation cycle consists no longer of symmetrical ups and
downs, but more of an upward ratchet mechanism, with the rate
of inflation moving from peak to plateau to new peaks.

And the "world" here is in fact more the "OECD world".

The days are past when developed countries could provide
object-lessons in stability to the developing countries. The
average rates of price increase in Africa, Asia and even in many
individual Latin American countries in 1972 were below the

rates now being experienced in the OECD area.

Inflationary Distortions
There are at least two reasons for regarding recent rates of
inflation with alarm. First, when the annual rate of inflation

approaches 10 per cent, the real losses of those least able to
protect their incomes risk becoming sufficiently substantial to
give rise to major social strains. Moreover, the higher the rate
of inflation, the greater the risk that it will lead to undesirable
distortions of economic decisions and the allocation of resources.

The second, and perhaps the more disturbing cause for alarm,
is that the higher the rate of inflation, the less certainty there
is that a steady or not so steady acceleration of the price
rise can be prevented. When prices rise at their current speed,
the strategies of business and labour in the formation of prices
and money-wages anticipate with resolution the price rises of
the future. Nobody is prepared to be left out of the attempt to
ensure his income against the price rise assumed for next year.

Regrettably, there is sufficient precedent to legitimise this as¬
sumption.

It is illusory to imagine that everyone's income can be indefinitely
assured by indexation arrangement against a 10 per cent or
15 per cent inflation rate, and with no tendency by particular
interests to try to jump the queue. This would require
throughout the economy of our Member countries and virtually
throughout the world an indexation of wages, price, profits,
professional fees, investment income, pensions and allowances
which no government, in or outside the OECD area, is equipped
to manage. This is why I say that recent inflation rates, if
continued for long, could bring us to the point of no return to
the point at which the only likely change in the rate of inflation
would be upwards.

There is now increasingly widespread recognition of the need
for the kind of "multi-policy" attack on inflation that OECD
has advocated for some years. By "multi-policy approach" we
mean that the problem of inflation is too intractable to be
capable of solution by demand management policies alone
or indeed by price and wage controls alone. Some of the extra
policy instruments that may usefully be brought into the stabi¬
lisation package are large-scale manpower policies to try and
reduce regional disparities in labour market pressures, and trade
liberalisation measures. One further new dimension that has

been coming to the fore is the inter-relationship between rising
tax burdens and inflation over and beyond the traditional tenets

of fiscal policy.

The Role of

Commodity Prices

But the major new feature of today's inflation is undoubtedly
the contribution of the commodity price boom. It is my con¬
viction that we need to reflect very seriously upon the underlying
causes of this boom: to us at the OECD it does not appear to

be a simple, isolated accident of the business cycle. Many com¬
mentators have pointed to the unreformed international monetary
system as a factor aggravating speculative demand. There is
probably something in this. What has struck us also, however,
has been some unexpected interactions of recent exchange-rate
changes, the commodity price boom and the general course of
inflation. Normally, one would have expected the revaluing
countries to have absorbed a large part of the recent commodity
price rises with their revaluation, while the price-rising stimulus
would have been very much greater for devaluing, importing
countries. In fact, we find that something of the reverse is

happening with the revaluing countries losing much of the
stabilisation benefit that might have been expected with their
domestic inflat;on continuing at a fast or even accelerating pace;
while in the devaluing countries, perhaps mainly because they
have resorted to price and wage controls, there has been some
success in absoibing, or at least holding back, part of the com¬
modity price boom, or its effects on the wage-price spiral.

Thus four features of the present world situation are deeply
interrelated:

universal inflation

a changing international monetary system

a changing set of relations between primary producers and
consumers, and

an increasingly synchronised world business cycle, itself
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showing a worrying tendency towards excessively severe peaks
and troughs.

In the context of a seemingly disordered international system
any country individually is powerless on its own. Efficient inter¬

national co-operation in economic affairs remains indispensable
to help assure concerted and mutually reinforcing national
policies.

The Longer-term Issues
The links between these priority problems of the moment and
several so-called long-term problems are impressive. Take the

growth debate, for example. How. we may ask, would a severely
reduced growth rate fit with the need to:

make available the financial resources to transfer to develop¬
ing countries;

make available the resources required to clean up the envir¬
onment;

make available the resources to reduce income inequalities
without reducing real living standards for many.

From the OECD vantage point, the question whether we should
drastically reduce the rate of economic growth really seems to
be missing the point. What we must do is to make imaginative
use of public policy so as to ensure that in the growth process
increasing weight is given to emerging demands for quality
rather than quantity and to the constraints arising from the finite
supply of non-renewable natural resources and the increasing
density of population. If we do this it is possible perhaps
probable that the growth rate of GNP as conventionally
measured will slow down. But while statisticians may worry
about this, world welfare in the wider sense will still be growing,
and I doubt whether the ordinary citizen will worry very much
what the figures show.

Questions of long-run physical resource supplies and within this
the energy problem, are further examples of topical issues which
link together the internationally shared problems of long-term
growth strategy and a number of other important issues of
national and international concern. The OECD's study of the
long-term energy problem is indeed dealing with the inter¬
relationships of the future development of demand and supply
with, inter alia, the environment policies, the policies of develop¬
ment co-operation, international monetary relations and policies
in the field of science and technology. The OECD is active in all
these areas and the place of Canada is clearly of major inter¬
national importance in a number of them. The objective of our
long-term energy assessment is to bring together and to synthesise
all these relevant aspects of energy policy and, through this
process, to define the long-term policy options for our Member
countries.

Another of our activities is our work on international investment

and multinational companies. These issues are related to the

balance of payments, inflation, employment, trade, taxation,
national development policies and, of course, the relations with

developing countries. And, indeed, OECD's work on develop¬
ment co-operation increasingly reflects the need to integrate
into these policies not only our financial and technical assistance

but also our trade, investment, agricultural, industrial policies
and, even, our policies for science and technology. The success
of the development policies of the poorer countries is to a large

extent dependent on the economic policies of the developed
countries.

In this connection it is clear that substantial increases in the

price of oil will aggravate the inflationary situation in the OECD
area; they will also imply a deterioration of the terms of trade

with the oil producing countries with corresponding consequences
for the balance of payments. For the OECD countries this

poses in varying degrees difficult, but not unmanageable prob¬
lems. For the developing countries, however, the situation is
entirely different; they, simply, cannot afford to spend much
more for the import of oil without seriously jeopardising their
development process. Clearly there is a need for an inter¬
national approach to this problem in the common interest of
the developing, the developed and the oil producing countries.

The particular vocation of OECD among the several international
economic organisations is to help keep the various pieces of the
jig-saw puzzle of international economic affairs together. This
is a constantly changing jig-saw puzzle producing continuing sur¬
prises. It is our challenge at the OECD to help the international
community keep day-to-day control of its complex economic
system. It is also our task to help our Member governments
maintain a constantly updated and coherent link between the
reality of today's priority problems and the long-term structural
developments that are being negotiated or evolved at the same
time.

It is, however, equally important to be vigilant to preserve what
has been achieved. One of the most significant factors in the
history of post-war economic development has been the role
of multilateral co-operation. There can be no doubt that the

constant efforts and progress towards the opening of our
economic frontiers, the removal of the obstacles to international

economic co-operation, has been one of the most important
driving forces to achieve the unparalleled prosperity that we
have enjoyed during this period. While this is generally re¬
cognised, it is still no guarantee that when countries are faced

with economic difficulties, they may not tend to see their problem
in isolation and to seek national solutions to problems which
are fundamentally international, or to seek bilateral solutions

to problems which are of a wider international concern. Here

the OECD has an important role to fulfil. By placing the issues
in their true international context and perspective, it can act
as the "economic conscience" of its Member countries. Among
our Western countries we have been successful in creating and
maintaining a "One World" economic concept. This "One
World Concept", this concept of multilateral co-operation
between all countries, large and small, can be strengthened but
not replaced by a network of bilateral relations. The historic

achievement of the OEEC our predecessor organisation has
been to transform European bilateralism into multilateralism.

Equally, the OECD of today has the vocation to strengthen the
multilateral co-operation between all Member countries and to
resist any retrograde tendency towards new "macro-bilateralism"
between its major economic units which seems to be advocated
from time to time.

We are living through a period when the ground rules governing
so many of the important sectors in international economic and

social relations are rightly being revised but, in this process,
we should keep constantly in mind the objective of strengthening,
not weakening, the "One World" concept.
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THE ECONOMIC OUTLOOK

AXD THE PROBLEM OF OIL
The economic situation in the OECD countries is a very troubled one. Inflation is continuing at an extremely

high rate and the current restrictions on the supply of oil threaten to check economic growth in many countries
and cause considerable dislocation of ordinary life. The sharp rise in oil prices by the producing nations will
not only make anti-inflationary policies more difficult but will create awkward problems of adjustment of the
balance of payments of a good many Member countries.

The Starting Point

The oil problem is the most urgent and baffling of those that governments are facing. It is clear that shortage
of oil will adversely affect production in the early months of 1974. Beyond that, however, any forecast of
the level of economic activity in the OECD area, or in individual countries, is no more meaningful than the
assumption about oil supplies on which it is based. Such an assumption would be totally arbitrary and
require as much a political as an economic judgement which has not been attempted here. It may, however,
be useful to show how the prospects appeared before restrictions on oil supplies were imposed. This at least
provides an indication of the underlying situation, and a starting point for arriving at a new view of the



prospects, given the restrictions on oil supply (1). The overall
appraisal was that 1974 would in any case have been a year of
slower growth and continuing rapid inflation, with some relaxation
of demand pressures. But it is now clear that the oil restrictions,
unless quickly removed, will reduce the rate of growth below
normal and may even cause a fall in output and employment in
certain countries.

In assessing prospects, it is important to bear in mind that the

industrial world has been passing through the strongest upswing
since the Korean War. Output in the OECD countries is likely
to have been nearly 7 per cent higher in 1973 than in 1972. Never¬

theless, although unemployment has fallen over the past year or
two, it has tended to remain higher, in many countries, than in

earlier boom periods. A main problem is that occupational,
industrial and regional imbalances between supply and demand in
the labour market seem to have been growing. The great speed
of expansion brought with it a marked increase in the already high
rate of inflation; the increase is mainly attributable to the steep
rise in the prices of nearly all groups of commodities. For the

OECD area as a whole, the average unit value of total primary
produce entering into international trade is estimated to have risen

by about 40 per cent, measured in US dollars, between the first

half of 1972 and the second half of 1973, with spot prices on
world markets increasing almost twice as fast. In the six months

to October the average annual rate of increase in the consumer

price level in OECD countries was around 10 per cent, which is
approximately three times the rate which prevailed in the 1960's.
For the first time in the recent history of the major industrialised
countries, a significant number are experiencing inflation rates in
double figures, and the possibility of social and political tensions
emerging from real or imagined changes in the distribution of real
income cannot be ignored.

Faced with accelerating inflation and an unsustainable rate of real

growth, most governments intensified restrictive measures during
1973. In many countries there would have been, in the absence of

the oil crisis, a reasonable prospect that growth would decelerate
in 1974 to a rate approximately consistent with the growth of
their long-run potential. Exceptions in one direction would have

been Italy and a number of the smaller countries, in which rapid
growth would have continued, as they tended to lag behind the
upswing elsewhere. In the United States, Germany and possibly
Japan, on the other hand, restrictive policies might have brought
the growth rate somewhat below that of their potential, in accord¬
ance with their governments' aim of reducing the pressure of
demand in order to slow down the rate of price increase.

The Oil Crisis

At the time of going to press, there are already signs that the oil
supply cuts are beginning to bite in a number of OECD economies.

Information is, however, scanty and, as usual in time of. crisis,
individual events may tend to be blown up out of proportion.
Sober and impartial analysis is, in any case, made difficult by the
fact that the situation is constantly changing and no comprehensive
or reliable information on present or prospective oil supplies is
yet available. Moreover, in the face of this uncertainty, expecta¬
tions regarding the future may have as important an impact on
the economic situation in the short run as actual supply develop¬
ments. Finally, the full implications of supply shortages for a
commodity which is an essential direct or indirect input for practic¬
ally all sectors of a modern economy are extremely difficult to pin
down and summarise in a coherent way.

It is important to make a clear distinction between the consequen¬
ces of higher prices for oil and the cut in supplies. The rise in
prices is easier to quantify and poses more familiar problems of
analysis and policy. As set out in the following section describ¬
ing " The Oil Situation ", the direct impact on domestic prices of
the recent crude oil price increase is estimated at something like
Va per cent for most OECD countries. Taking account of a
number of second-order effects, the total increase in prices might
be of the order of 1 per cent. Although this may seem small in
relation to the prevailing rate of inflation, it comes at a time when

the earlier increases in commodity prices had initiated a wage/price
spiral which will now prove that much more difficult to control.

There is of course no certainty that either because of the supply
cuts or for other reasons, oil prices will not increase further in the

short-run. It is important to stress the point, however, that there
is a natural economic limit to how far price increases can go.
Oil pricing, like any other sort of monopoly pricing, must take
into account both demand elasticities, which are probably low,
and also substitution elasticities of supply, which may be significant
in the medium run and very high in the long run. In the event,
once a certain threshold price for oil is reached, a process of
research, development and production of alternative sources of oil

and, more generally energy, will set in, which may well prove to
be irreversible. And, if past examples of major research efforts
(either market-induced or otherwise) can be taken as a guide,
there is every likelihood that accelerating technological progress
would reduce the relative price of energy substitutes. This would,
clearly, take a number of years, but it would be so contrary to the
long run interests of oil producing countries that they will no doubt
feel that they should take it into account in formulating their short
run pricing and supply policies.

The most serious immediate problem is, of course, the impact of
the shortage of oil on the level of economic activity. It is gener¬
ally thought that with appropriate policies, most OECD countries

can economise between 5 and 15 per cent of their oil consumption,
through restricting less essential uses, without seriously interfering
with production or employmentand, at the time of writing, it is
not evident that globally the shortfall in supplies from all sources
has gone much beyond the middle of this range. This is, however,
little consolation for many individual countries. The oil boycott
is being applied on a highly selective basis, the stock position varies
considerably and, more fundamentally, there are wide differences

between countries in their dependence on oil for productive pur¬
poses. Among the several relevant factors are the share of non

industrial use in total energy requirements, and the share of oil in
total energy requirements. On the basis of a ratio taking account
of these two factors, major countries would rank in increasing
order of " oil saving capacity " as follows:

Japan Germany
Italy Netherlands

Belgium Canada

France United States

United Kingdom

Among major OECD countries, the United States and Japan are
at opposite extremes. Imports of oil from Arab countries amount

to 15 per cent of US oil requirements and only 6 per cent of total

energy requirements against comparable figures of 42 and 33 per
cent for Japan. Furthermore, the structure of US energy
consumption is such that a much greater proportion goes to what
in a period of crisis could be termed " inessential " needs such as

(1) Detailed quantitative forecasts on this basis appear in the current issue of
the Economic Outlook.
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pleasure motoring, excessive heating, display lighting etc. Extre¬
mely tentative estimates described below suggest that the United
States could cut its oil consumption by some 15 per cent without
significantly affecting productive capacity while roughly similar cuts
in Japan would only save around 5 to 10 per cent of total oil
consumption. The situation in most European countries lies
somewhere in between. The general conclusion is that while the

total boycott on Arab oil supplies to the United States should not
cause major dislocations in production, in Europe and, even more,
in Japan, the cut in supplies could, beyond a certain point, have a
very serious impact on output and employment, with consequences
which go beyond the scope of a purely economic assessment.

Faced with this situation all countries are reviewing and revising

their policies in the light of events. Even before the oil crisis the
outlook called for careful judgement, since the experience of the

past two decades shows how difficult it is to make the transition
from rapid expansion to growth at sustainable rates, and in this
context, the time lags between changes in policy and changes in
economic activity are very important. In addition, the common
character of the problems faced by governments inflation and
oil may mean that the international situation is unusually res¬
ponsive to policy action, in that similar policy measures, taken
simultaneously by many countries, may have magnified effects due
to the increased power of the international transmission mechanism.

The oil crisis has changed the existing situation in two main ways.

By itself the shortage of oil might, after a time, reduce supply more
than demand with increased demand pressures at lower levels of

output. But it is also clear that, to an increasing extent, anticipa¬
tion of shortages is changing the demand side of this equation in
a highly differentiated way. In some sectors this is stimulating
demand, while in others buying and investment decisions are being

postponed, and some industries (such as automobiles) are already
suffering a lack of orders which may entail declines in output and
employment.

The distinction between the supply side and the demand side is

important. It is evident that our countries are suffering from a
psychological shock, with adverse affects on business and consumer
confidence, somewhat similar to that following the strong action

taken by the United States in August 1971. This is apparent in
the exaggerated declines on many stock exchanges. There have
also been well-publicised cases of companies laying off labour and
postponing investment plans. Thus, there has been a tendency to
lump together supply constraints with anticipated weakness of
demand and label the resulting joint product a " recession ".

This ignores the major differences in the scope for, and nature of,
appropriate corrective action by governments. On the supply side,
there is a clear and urgent need for effective action to allocate oil

supplies within each country in such a way as to minimise the ad¬
verse impact on employment and output. With ingenuity and
determination it is clear that a great deal can be done.

On the demand side, it is not yet evident that the situation calls for

a major shift in the overall thrust of demand management policies
in either a restrictive or an expansionary direction, although the

position varies considerably from country to country and needs
careful watching. What is needed, rather, is a flexible and selec¬
tive policy aimed at shifting or postponing demand as much as
possible in the light of developments on the supply side. Govern¬
ments will no doubt be examining in an imaginative way the possi¬

bilities for action along these lines over the broad range of public
revenue and expenditure, monetary policy, price and incomes

policy, industrial manpower and social policies.

Inflation

Even before the oil crisis the outlook for price trends was extreme¬

ly worrying. Some deceleration in the rate of price increase
seemed likely if only because commodity prices are not likely to
go on increasing at the rapid rate of the last year. The food price
situation should improve, but recent events have reversed the
decline in some other commodity prices evident towards the end
of the summer. And, in some cases, supply limitations, partly

resulting from inadequate past investment, seem likely to keep up
the prices of some of the commodities whose prices are usually
sensitive to the business cycle. The most serious aspect is the

very strong momentum which inflation has attained, propelled by
the interaction between wage and price increases and by the efforts

of various groups in society to improve, maintain or restore their
relative positions. In particular, the especially sharp rise in food
prices has led to only very moderate increases in real wages in
some countries, and there is some danger that wage increases could

further accelerate in an attempt by wage-earners to re-establish

their positions.

The question, therefore, remains in the forefront of government
concern: what can be done to slow down the inflation. Some

governments have been relying mainly on reducing the pressure of
demand and are willing to accept a period of slow growth as the

price to be paid for some slowing down of inflation. Most other
governments are either unwilling to pay such a price or have little
confidence that inflation would in fact be much affected by a

reduction in the pressure of demand. In many of these countries
their experience during the 1970-71 recession did not suggest that
the deliberate creation of significant slack can help very much in

countering inflation in a reasonable time period.

There has been increasing resort in the last year to prices and
incomes policies, and in some instances they seem to have been
helpful both in delaying the transmission of increased import
prices throughout the economic system and in checking increases
in wages. Different views are held, however, by the governments
of Member countries as to the utility of prices and wages policies

in the longer run. It is in fact difficult to point to cases of lasting
and substantial success where these policies have been applied.

At the same time there is an important body of opinion which

feels that it may only be such policies which offer some hope of
bringing inflation under control without slowing down economic
growth to an unacceptable extent. Where inflation is mainly due
to too much demand in relation to supply potential, then incomes

policies may have no more than temporary effects, unless the
causes themselves are dealt with. But, if on the other hand, the

rate of inflation is mainly dependent on past history, reflecting

continuing high inflationary expectations, then permanent benefits
may be gained by breaking the inflationary psychology.

The situation over the past year has in many countries been far
from ideal for the development of successful policies. In the first
place demand has, in some cases, been excessive, which is bound
to strain such policies. Perhaps more importantly, however, large
changes in the distribution of real income between groups have
come about due to changes in prices, and in exchange rates. As
groups struggle to maintain real incomes, pressures are generated
which, whilst they may make incomes policies the more necessary,
also make success more difficult. The worst of the food price

rises may now be over, but against this it is clear that the sharp
and disparate price rises during the last twelve months will be
continuing to work their way through the economy, and there will
be the spreading effects of the rise in oil prices, with some shortages
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of products particularly dependent on oil supplies for their produc¬
tion. In addition, if real growth is adversely affected, conflicts
over the distribution of available incomes may increase. Prices
and incomes policies depend heavily on a large measure of public
acceptance and such a situation could further strain the policies.
This is not inevitable, however, as a crisis may at least temporarily
increase public acceptance of such policies, as they are realised to
be more necessary, and as market mechanisms may prove to be a
very inequitable way of adjusting demand to supply in the pre¬
sence of temporary scarcities of essential goods.

International Payments

In the field of international trade and payments great changes
took place in 1973. Perhaps the most important were the general
move to floating rates in March and the very substantial recovery
of the US balance of payments. The boom in agricultural prices
contributed much to this rapid recovery, but earlier reductions in
the exchange value of the dollar also made themselves felt in trade

in manufactures. The same forces operated to wipe out Japan's
surplus on current account. There has been a major worsening in
the position of the United Kingdom and Italy, largely owing to
the adverse movement in their terms of trade, reflecting both the
rise in commodity prices and the initial effects of the depreciation
of their currencies. Germany's balance of payments has strength¬
ened in spite of up-valuations of the Deutschemark but this partly
reflects the favourable impact of the revaluation on the terms of

trade and may also be attributed to Germany's ability to make
goods available at a time of very strong demand pressure in other
countries.

In the field of exchange rates, there have been large fluctuations
and some important net movements since widespread floating
began last March. After two months of stability the effective
exchange rates of most of the strong European currencies appreci¬
ated substantially in May-June. However, a turning point was
reached in the last week of July when the US dollar began to
improve against these currencies. In the last week of October and

in November the dollar rose strongly against nearly all other
major currencies, in the light of the excellent balance-of-payments
results of the United States, and because the exchange markets
took the view that the United States would suffer much less than

Japan and the European countries as a result of the increases in

oil prices and cuts in the supply of oil. By the time of going to
press, the effective exchange rates of the US dollar and several

other major currencies had returned to approximately their mid-
March positions. Major exceptions were the net appreciation of
the effective rate of Germany, and the net depreciations of the
effective rates of the United Kingdom, Italy and Japan. The last-
mentioned three countries supported their rates financing their
intervention by the massive use of reserves, in the case of Japan,
and by substantial borrowing in the Euro-bond market on the
part of the United Kingdom and Italy.

On the assumption that the present pattern of effective exchange
rates remains roughly stable, there should be further equilibrating
movements in trade in manufactured goods, as the price effects of
past changes in exchange rates continue to influence the volume

of trade. However the overall picture will be considerably affec¬
ted by the impact of higher prices for oil. The following indica¬
tions allow for these various influences but not for the effect of

the oil shortage. The United States' current balance is ex¬

pected to move into substantial surplus, even allowing for
higher oil payments. Japan is likely to go into deficit on current

account and may find it necessary to limit the large capital out¬
flows that have been taking place this year and to remove some
of the existing impediments to capital inflows. The German sur¬
plus which has been quite exceptional is likely to decline under the
influence of past exchange-rate changes, as well as on account of
the higher cost of oil imports. The United Kingdom is likely to
continue in large deficit on current account with the higher cost
of oil and other imports offsetting an improvement in the balance
of trade in manufactures. Italy, too, is likely to be in deficit on

current account next year. A number of the smaller European
countries which have had substantial surpluses this year are likely
to preserve some part of these next year in spite of the increased
cost of oil. The non-oil producing developing countries will be
seriously harmed by the sharply increased cost of their oil imports.

Should oil supplies return to normal, last October's price increases
would increase the OECD area's import bill by around S15 billion
in 1974. This would reduce, or perhaps eliminate, the combined
current surplus of OECD countries with the rest of the world

which might otherwise have been around S10 billion, since the
oil-producing countries are only likely to spend a fraction of their
increased revenues on imports. What they do not spend they will
probably invest in one way or another in the money and capital
markets of the OECD countries. In the longer run this may raise
problems in finding investment outlets which are satisfactory to
both parties (and on which the availability of oil supplies may
partly depend). In the short run this means that there will be

little or no deterioration in the overall balance of payments of
OECD countries as a whole, as the current account deterioration

will be offset by a capital account improvement. But there will be
important questions about what form this investment takes, as it
may increase the volatility of international capital flows, and also
where it occurs. If the oil revenues flow initially to the Euro¬

dollar and Euro-bond markets, individual OECD countries may
need to take into account the need to attract funds from those

markets in determining their interest rate or public borrowing
policies. It is important that Member countries should revise

their current account balance-of-payments aims downwards in
view of the inevitable deterioration of their collective position on
that account. If individual Member countries attempt to maintain
their balances on current account they will only worsen the position
of other Member countries and set off a fruitless and damaging
scramble for current surpluses.

In addition to the usual projections
and a description of the oil situation

OECD ECONOMIC OUTLOOK N° 14

includes two occasional studies:

"A NEW MODEL OF WORLD TRADE",

by Lee Samuelson

"CYCLICAL INDICATORS FOR

MANUFACTURING INDUSTRIES",

by Randolf Granzer
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THE OIL SITUATION

The Factors That Will Influence the Behaviour
of OECD Economies

in the Event of Continued Supply Cuts

The share of oil in total primary energy requirements (see table 3)

provides a measure of the overall degree of oil dependence of an
economy. This differs considerably among individual OECD coun¬
tries, ranging from 45 per cent for the United Kingdom and the
United States to 75-80 per cent for Japan and Italy, and averaging
61 per cent for the European OECD area. Indigenous natural
gas is the second largest energy source in the United States, the
Netherlands and Canada, and coal is extremely important for the

United Kingdom (almost as much as oil) and to a lesser extent
for Germany. Use of nuclear energy is still insignificant in all
countries except the United Kingdom (where it still only accounts
for 3 per cent of total energy use) and hydroelectric energy only
makes a substantial contribution in Canada.

Table 1 gives the degree of oil dependence in terms of major sec¬
tors of the economy. It is very uniform and very high (93 per

cent or more) in the transportation sector but may differ substan¬

tially among countries in the two other large sectors of the eco¬
nomy. An extreme case is that of the United States where use
of oil for energy in industry (excluding oil as a raw material)
only accounts for 17 per cent of the sector's energy requirements.
(The United States' main energy source for industry is domesti¬

cally produced natural gas, as it is in Canada, which also makes
relatively little use of oil for industrial energy.) At the other ex¬
treme, Japanese and Italian industries are heavily dependent on
oil for 63 and 68 per cent respectively of their energy require¬
ments. Among European countries those with large indigenous
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energy resources (the Netherlands, the United Kingdom and Ger¬
many), are also rather less dependent on oil for industrial use than
the average for European countries.

Oil dependence tends to be somewhat more uniform among
countries in the residential and commercial sectors, where energy
is used mostly for heating and lighting, but there are still very

Table 1

Total oil requirements in main consuming
sectors - 1971

A. AS PERCENTAGE OF PRIMARY

ENERGY REQUIREMENTS OF EACH SECTOR

Industry
Trans¬

portation
Residential/
commercial

Total a

United States 17.1 94.9 31.8 45.4

Canada 26.2 99.4 52.5 53.4

Japan 63.3 97.3 80.7 75.2

United Kingdom 31.7 98.7 37.2 45.6

France 53.7 96.9 63.5 66.4

Germany 37.6 93.0 56.6 54.9

Italy 68.0 98.5 76.2 79.7

Belgium 48.4 100.0 61.0 63.7

Netherlands 33.6 98.8 42.8 60.4

OECD Europe 47.0 96.3 55.6 61.5

B. AS PERCENTAGE OF TOTAL OIL

REQUIREMENTS OF EACH COUNTRY

Industry
Trans Residential/ Non-

portation commercial energy

United States 14.4 52.9 22.4 10.3

Canada 20.8 41.8 31.4 6.0

Japan 46.2 21.6 23.2 9.0

United Kingdom 41.1 39.0 18.1 7.8

France 37.7 26.4 29.7 6.2

Germany 32.4 25.7 34.2 7.7

Italy 36.1 25.5 26.0 12.4

Belgium 35.8 25.9 29.4 8.9

Netherlands 19.1 41.6 20.2 19.1

OECD Europe 34.3 29.0 28.7 8.0

a) Including non-energy oil use.

Table 2

Total energy requirements in main consuming
sectors - 1971

As percentage of total primary energy requirements

Industry
Transpor¬

tation

Residential/
commercial

Non-energy

United States 38.1 25.3 31.9 4.7

Canada 42.4 22.5 31.9 3.2

Japan 54.9 16.7 21.6 6.8

United Kingdom 59.1 15.2 22.1 3.6

France 46.8 18.1 31.0 4.1

Germany 47.4 15.2 33.2 4.2

Italy 42.3 20.7 27.1 9.9

Belgium 47.2 16.5 30.7 5.6

Netherlands 34.4 25.4 28.5 11.7

OECD Europe 44.9 18.5 31.7 4.9

Table 3

Share of energy sources in total primary
energy requirements - 1971

Oil Solid fuel
Natural

gas
Nuclear

Hydro
and geo-
thermal

United States 45.4 19.1 33.2 0.6 1.7

Canada 53.4 11.6 22.6 0.7 11.7

Japan 75.2 19.9 1.0 0.7 3.2

United Kingdom 45.6 43.5 7.7 3.0 0.2

France 66.4 22.0 6.8 i.5 3.3

Germany 54.9 36.6 7.3 0.6 0.6

Italy 79.7 6.6 9.6 0.7 3.4

Belgium 63.7 25.0 11.3 0 0

Netherlands 60.4 5.6 33.8 0.2 0

OECD Europe 61.5 25.8 8.4 1.1 3.2

marked differences, with the United States and Japan again placed
at opposite extremes.

If non-energy uses (oil as a raw material) are added to industrial
uses, the sum ranges from 25-27 per cent for the United States

and Canada to 55 per cent for Japan, with Europe averaging 42
per cent. Most of the counterpart of these differences can be
found in the transportation sector, which uses only 22 per cent of
total oil requirements in Japan and 29 per cent in Europe as a
whole but as much as 53 per cent in the United States (and some¬
what less in Canada). In the United Kingdom, however, resi¬
dential and commercial uses take a much smaller share of oil

consumption than the average, as a result of heavy use of coal and
gas for space heating. These figures are important in that they can
provide an indication of how " essential " the use of oil in a given
country really is. Much of the oil used in transportation is for
private motoring, and much of the residential commercial use

is for space heating and lighting. In a period of crisis, these are
the type of uses on which savings will naturally be first made,
while the use of oil as an input in the productive apparatus, either
for energy or as a raw material, will only be curtailed as a last
resort, because of the implications for output and employment.

It is important to realise, however, that, in a period of crisis, saving
should not only be made on the use of oil, but on any " inessential "
use of energy on the grounds that a substantial part of energy use
is highly transferable, even in the short run.

An obvious example is electricity use for lighting and space heat¬
ing. Any absolute saving on electricity use for non-industrial
purposes will release a nearly equivalent amount of oil, as maxi¬

mum efforts will be made to reduce electricity production of
oil-fired power stations. Similarly, direct savings of coal or natural
gas for heating purposes are very likely to find their way sooner or
later into industrial uses either directly (a number of industries
are equipped to use alternative fuels) or indirectly through elec¬
tricity generation. Although the system is far from being 100 per
cent flexible in the short run, it is certainly not completely inflexible
and within a matter of months may show a surprising degree of
flexibility. It should be stressed that the type of flexibility men¬
tioned here refers to the marginal use of existing supplies of pri¬
mary energy sources and not to substitution possibilities involv¬
ing increased production of non-oil sources. Larger use of coal-
fired power stations may be made if the coal is available because

it has been saved from a non-essential use, but it may be rather
more difficult in the short run to achieve a significant increase in
coal output.
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For the reasons just outlined, the share of various sectors in total

energy use (shown in table 2) may be at least as important as their
share in oil consumption. Not unexpectedly, differences among

countries are somewhat less important when all energy sources

are put together, but they are still significant. Here again, Japan
and the United Kingdom stand out as the countries which use

most of their energy for industrial purposes and a fairly small

share for transportation, while the United States is at the opposite

extreme (the figure for the Netherlands being slightly higher if
use of oil as a raw material is added to it).

Table 4 gives an illustrative calculation of how the different struc¬

ture of energy and oil use in various sectors can make a difference

to the overall potential for reducing the consumption of oil without

disrupting productive activities in the economy. The calculations
have been made for the United States and Japan, using estimated

normal seasonal energy needs in the January-March period. These

two countries are illustrative of opposite ends of the range in terms

of oil dependence. Estimates (largely arbitrary) of possible
energy savings in the three main sectors of the economy have been
made; these savings as a percentage of energy consumption have
been assumed to be the same in both countries in the industrial

and residential/commercial sectors, but the percentage used for

transportation is larger in the case of the United States because of
the much larger share of private use of automobiles in the trans¬

portation sector.

The results are fairly striking in that they show how different the

effects of a given reduction of energy use may be in terms of oil

consumption in the two countries. For example a two per cent
reduction of energy use in industry could liberate directly or indi¬

rectly an amount of oil equivalent to 9 per cent of total oil use in
United States industry, whilst in Japan the equivalent figure

is only 3 per cent. Similarly, savings in space heating and light¬

ing amounting to 10 per cent of total energy use in the residential/
commercial sector would be equivalent to 28 per cent of the use

of oil in this sector in the United States, against only 12 per cent

in Japan. Adding to this the much larger weight of the private
automobile sector in total energy use in the United States, the

implications are that:

Table 4

Possible "tolerable" savings in oil consumption,
by sector"

January-March 1974
Per cent

United States Japan

"/ of energy % of oil % of energy % of oil
consumption consumption consumption consumption

Industry 2 9 2 3

Transport 15 15 10 10

Residential/
commercial 10 28 10 12

Total6 8i 17 6 7i

..) Basic assumptions:
Industry and residential!commercial sectors: Savings on space
heating and lighting only, without significantly affecting productive
activities.

Air transport : Rationalisation of flight schedules to improve load
coefficients and other measures to achieve fuel economies, but no

significant declines in total numbers transported. Road transport:
Savings on private motoring only.

b) Including non-energy use of oil.

The United States can accept a comparatively rather larger

cut in energy consumption than Japan, without significantly

affecting the productive apparatus;

this implies a much larger cut in oil consumption in the US

than in Japan because of the relatively low overall share of oil

in total energy consumption of the United States.

If the small savings that seem to be possible in the industrial sec¬

tor are neglected, the implications of this analysis could be that

a rough assessment of a tolerable cut in oil supplies would be,
for each country:

(a) directly proportional to the share of non-industrial uses in

total energy requirements (table 2);

(b) inversely proportional to the share of oil in total primary
energy requirements (table 3).

On this basis, the countries shown in the tables could be ranked

according to the following ratio: (2)

non-industrial use of energy

total use of oil in the economy

The results, in increasing order of " oil saving capacity " are
shown below, together with two other indicators of individual

countries' capacity to resist major cuts in foreign energy supplies:
the degree of self-sufficiency in oil and in total energy requirements.

Degree of self-
sufficiency (4)

in :

oil I total energy

per cent

Japan 	

Italy	

Belgium 	
France	

United Kingdom

Germany 	
Netherlands ....

Canada 	

United States . .

15

18

22

53

51

64

110

Many other factors, such as the degree of flexibility of the system

in the utilisation of alternative energy sources, the possibility

of increasing output of oil substitutes (which has not been taken
into account here because it is assumed to be small in the short

run) and the degree of public acceptability of cuts in certain sec¬

tors are of course important.

Assuming there is a threshold of " tolerable " supply cuts for each

country, another important question in a case of substantial
cuts would be how cuts above that threshold would be distribut¬

ed between productive and non-productive uses. Difficult choices

might need to be made by governments on the basis of criteria

such as oil input for a given amount of money output or the

<2) If :
NIE = non-industrial use of energy
TE = total energy requirements
TO = total oil requirements

, , L , NIE
(a) above is equal to

TE

TO

YE(b) above is equal to

The amount of " tolerable " cuts would be proportional to :
NIE . TO NIE

TÉ ' TE~ ~ ~TO~

(3) It should be stressed that this is a very rough relative indicator of how
countries rank in this particular aspect, but it can in no way be interpreted as an
absolute measure.

(4) Indigenous supply as a percentage of total primary energy requirements.
Figures apply to 1971, and have changed somewhat since then.
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possible effects on employment (not only in the industry concern¬
ed but also in other industries further along the productive process).
At that stage, purely macro-economic tools might begin to lose
their relevance and economies might require much more direct
management, of a type closer to a war-time than to a peace-time
situation.

Physical energy shortages, however, will not be the only factor
affecting output in the OECD countries in the near future. Even

before substantial shortages appear (if they appear at all) output
may be affected because of lack of demand for the output of
sectors directly related to oil use such as the automobile indus¬

try. Such demand reductions would not only be due to present
government measures to curtail oil consumption, but also depend

on expectations concerning future measures. As time goes by,
the course of demand will depend less on expectations and more
on actual developments, at least if the supply situation becomes
clear. In a country like the United States, for example, there
could be a boom in demand for small automobiles if rationing

measures were introduced encouraging lower consumption and if
it was realised that future supplies of gasoline at rationed amounts
would be available. At the opposite extreme, the automobile
industry could collapse in certain countries if supply cuts went so
far that use of automobiles had to be very heavily curtailed.
But, apart from sectoral problems, the dominant influence in many
countries in the case of heavy supply cuts would be one of excess
demand at lower levels of output, as governments would try to
diminish individual hardship in terms of lost real incomes. Tem¬

porary measures to encourage savings or mop-up excess incomes
(such as refundable taxes) might be required.

In the immediate future, however, the influence of uncertainties

on business investment and certain forms of consumption may be
so great that governments may need to be ready with contingency
plans for limited forms of expansionary programmes. Flexi¬
bility and speed of action together with the use of very selective
instruments may be needed more than ever in the possibly difficult
period that lies ahead.

The Possible Impact of Recent Oil Price Increases
Assuming A Quick Return to Normal Supplies (&

With effect from 16th October, 1973, the Arab Gulf producing
countries raised the posted price of crude oil by 70 per cent, a move
that was followed in varying forms and degrees by other OPEC
countries.

Oil Price Concepts

There are several different concepts of the "price" of crude oil:

much press and public comment has been in terms of posted
prices. These are purely book-keeping prices used as a basis

for the calculation of tax and royalty payments (what is called
producer governments' take);

frequent reference is also made to so-called market prices.
This is a misleading term, since the " market " in question is
usually very narrow, covering the part of production not disposed
of by the major oil companies. Until recently the market price
has had no great significance, but it will be important from now
on since an increase in the market price beyond a certain point
(see below) may trigger an increase in the posted price;

as a starting point for an analysis of the effects on consumer

countries, what is required is an estimate of thee.../, import price.
The c.i.f. price is equal to the host government's " take " (as
determined by the posted price) plus the costs' of production and
transportation and an element of oil company profit.
The posted price of Arabian light crude increased in October

from about 83.00 to 85.11 per barrel, which implicitly raises the
producer governments' take (tax and royalty payments) to about
$3.30 per barrel as against $1.75 before. If operating costs are
put at 15 cents a barrel and company profits plus expenses are
estimated at 25 cents, then the f.o.b. price for Arabian light crude
would edge up to some 83.70 per barrel. Adding an unchanged
amount of about 81.30 for freight and insurance one gets an
estimated average c.i.f. price of some 85 against about 83. 50
previously:

Government

take

Operating costs
and company

profits
and expenses

Freight
and

insurance

c.i.f.
price

Old prices

New prices

S 1.75

% 3.30

S 0.40

$0.40

S 1.30

$ 1.30

3.45

5.00

This implies an average rise of c.i.f. price in the OECD area of

the order of some 45 per cent, the figure varying from one country
to another on account of the differing importance of transportation
costs (6).
These calculations have been made on the announced increases

in posted prices of Arabian crude. They require four important
qualifications:

other oil producing countries have raised their own export
prices. Although the increases have taken a number of different

forms the assumption made here is that on average their export
prices will have increased as Arab prices;

new prices of Arab oil are linked to the " market price " in
such a way that if the market price rises to such a level that the

posted price is less than 40 per cent above it, the posted price will
be increased. Given present supply difficulties some market

price quotations are increasing enormously (way above posted
prices). Further increases are therefore quite possible under the
new system (although the system may not necessarily be applied,
because it was not designed for such an abnormal situation);

posted prices for certain low sulphur Arab crudes have been
given new premiums;

prices of domestically produced oil and substitutes in OECD

countries may also rise. In the United States, for example,
present domestic oil prices are about 10 per cent lower than c.i.f.

(5) The assumption does not necessarily stem from an assessment of the likeli¬
hood of such a development actually occuring but rather from the analytical
necessity to separate problem this from the preceding one since it is quite different
conceptually.

(6) The increase in price of crude oil imports of Japan would be higher, as
the share of transportation costs in the total c.i.f. price is lower.
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prices, and the price of domestic natural gas is much lower in
terms of energy equivalent (7).

The Effect on Prices

The estimated increase in the 1974 import bill resulting from the

recent oil price increase is equivalent to about \ per cent of GNP
for the OECD area excluding North America. The figures in

Table 5 give a preliminary indication of the direct impact of the
oil price increase on the overall rate of price increase in individual
OECD countries. An attempt to assess the differential impact

on individual components has been made in Table 6 using input-
output tables. There is evidence that exports are distinctly more
" oil intensive "than domestic demand components. Among

these, consumption is usually somewhat more oil intensive than
investment and government expenditure, but this is offset in most
countries by the greater incidence of taxation and refining costs

in oil products used for consumption, so that in percentage terms
the impact on the consumption and domestic demand deflators
are similar in most countries.

The figures in Tables 5 and 6 would, however, understate the
impact of the oil price increase on the various components of
expenditure insofar as they do not take into account the second-
round effects of increased crude oil prices on import prices of goods

other than oil. The effects of this would be negligible for a coun-

Table 5

Estimated impact of crude oil price increase
in OECD countries in 1974

Effect of 10 %
Effect on As per cent cut in domestic oil

imports a of total consumption from
$ million expenditure forecast 1974 level

$ million

Canada 250 0.1 b 500

United States 2 750 0.2ft 3 500

Japan 2 750 0.5 1000

France I 500 0.4 500

Germany 1 750 0.4 500

Italy 1 250 0.6 500

United Kingdom 1 250 0.6 500

Belgium-Luxembourg 500 0.6 100

Netherlands 500 0.5 100

Australia 100 0.1 b 100

Denmark 250 0.6 75

Ireland 50 0.5 25

Austria 100 0.2 50

Finland 150 0.6 50

Norway 100 0.3 50

Sweden 350 0.5 100

Switzerland 250 0.4 75

Spain 300 0.4 125

Total OECD 15000 0.4 7 750

Non-OECD'' 2 500

a) These estimates assume:

/) that the price increases (cost per ton) announced on 16th October
would apply to all OECD oil imports from the non-OECD (includ¬
ing non-Arab countries);

./) that there would be no reduction in the volume of oil imports
foreseen for next year either through action on the producer
side or through reaction to higher prices or substitution effects on
the consumer side. Howerer, in the trade forecasts which appear
in this issue it was assumed that the price increases would have
a small effect on demand, reducing slightly the effect on the import
bill.

b) Effect due to imported oil only. Would be significantly higher if
prices for domestically produced oil rise.

Table 6

First round impact of crude oil price increase
on prices of major demand components

Per cent

Private Total Total

consump domestic Exports expendi
tion demand ture

United States" 0.2 0.2 0.3 0.2

Japan 0.5 0.5 0.8 0.5

United Kingdom 0.4 0.4 1.2 0.6

France 0.4 0.4 0.9 0.4

Germany 0.4 0.4 0.4 0.4

Italy 0.6 0.6 1.1 0.6

Belgium 0.7 0.6 0.8 0.6

Netherlands 0.4 0.4 0.8 0.5

a) Imported .oil only.

try like the United States where the share of imports in total expen¬

diture is still very small, but would amount to 0.1 per cent for a

typical European country and to not far from 0.2 per cent for a

country like the Netherlands.

Another factor tending to cause a further increase in prices would

be an increase in wages in response to the initial rise in consumer

prices. Tentative estimates based on OECD wage-price equa¬
tions suggest that a first-round price increase of â per cent (includ¬

ing the effect of mark-ups) might lead to a final increase in prices

of the order of one per cent. Although no particular value should

be attached to these estimates in view of present uncertainties and

the already very high rates of inflation, a one per cent increase

in consumer prices in a typical OECD country as a result of the

recent crude oil price increase would seem to be a reasonable,

possibly conservative, estimate.

Implications

for Demand Management

There are two main ways in which the increased prices of oil

may be expected to affect real demand. In the first place, the

higher prices imply, so long as oil volumes are affected relatively
little, increased money expenditure on oil, and hence on total

imports. If the total flow of money expenditures by residents of

a country (or the OECD area as a whole) is unchanged, it follows

that money expenditures on domestically produced goods and ser¬
vices must fall, implying a deflationary effect. On the other hand,

it might be expected that the increased income of oil producing
countries will induce an increase in exports from OECD coun¬

tries to oil producers, thus partially stimulating aggregate demand.

The net effect, on balance, of these two main contractionary and

expansionary forces is not clear, as other factors must be taken

into account. Some part of the increased OECD import bill
will probably be financed out of savings, so that for this reason
alone it is unlikely that consumption expenditures in money

terms on domestically produced goods will initially decline by

as much as expenditure on import increases. There may also
be components of expenditure which will tend to be determined
in real terms, such as parts of government expenditure. The

(7) Furthermore, in many countries contract prices for natural gas are linked
directly or indirectly to oil prices.
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main expansionary forces increased exports and higher wages
would only come through with a certain lag, however. This

increases the probability of an initial net deflationary effect under
uncertainty conditions, while if income expectations were favour¬

able there would be a high probability that savings would take
the initial brunt of adjustment.

The analysis is greatly complicated when the monetary effects of
the oil price increases and the resulting inflows of Arab capital are
taken into account. Taking the OECD countries together, the
situation is that of a reserve currency country: there is a priori no
net restrictive monetary effect (as distinct from the income effect)
because net money balances transferred to oil producers as a
payment for oil are almost necessarily kept in the monetary

systems of OECD countries. But the funds will not necessarily
flow back to the country from which they originated. In a world
of fixed exchange rates (or heavy intervention) this might be held
to result in a net contractionary effect if funds tended to flow to

one or two countries which would almost certainly take restrictive

countervailing action.

In practice, however, part of the relative adjustment may in fact

take the form of exchange rate changes. Thus it seems likely that
the task of domestic demand management will be more compli¬
cated by external monetary factors than it was in the period that
preceded the last highly disrupted years. As to implications for

demand management policies, it seems that the supply situation
will be an infinitely more important factor than the recent price
increase.

If governments did wish to take explicit policy action to offset the
oil price rise and its subsequent effects, the simplest method would
be to neutralise it by an equivalent reduction in taxation. Both

short and longer-term considerations suggest that if some offsetting
action were considered necessary, it should take the form of

reduced indirect taxation in general (or direct taxation), allowing
the relative price of oil products to rise in order to encourage
economy and substitution of alternative energy sources.

Balance of Payments Effects

It is extremely difficult to assess the extent to which increased

imports extra proceeds for the OPEC countries will lead to

higher export demand for OECD goods and services. About

one-half of the area's oil imports come from countries which can

be regarded as having high absorptive capacity (8); with some

time-lag, they can plausibly be assumed to spend essentially all
their additional receipts. The remaining OPEC countries, which

are sparsely populated, are normally regarded as having low
absorptive capacity, but what this may imply more precisely in
the present circumstances can scarcely be hazarded. On the basis
of some arbitrary assumptions (9), OECD's Secretariat has esti¬

mated that additional OECD exports to the OPEC countries might
amount to some $4-6 billion in 1974.

If higher prices raise the import bill by nearly 815 billion this

means that the trade balance of the OECD area might be worsened
by some $9-10 billion.

To the extent that OPEC countries' additional export proceeds
are not used to purchase OECD goods and services, they can be
assumed to be devoted to the acquisition of OECD assets of one

kind or another. The area as a whole would then expect an
additional capital inflow of $9-10 billion to match the worsening
on current account.

The destination of the inflow is however very difficult to predict,

and the likelihood of large capital movements in response to
exchange rate expectations might increase.

It will be important for countries not to act precipitately in reaction
to their declining current surpluses (or increasing deficits). Com¬
petitive action by OECD countries to attempt to maintain slices
of a shrinking cake (i.e. the total current surplus of the OECD
area (10), would necessarily be self-defeating. The new oil situa¬
tion may indeed call for a rearrangement of intra-OECD exchange
rates, but this will be clear only when more evidence is to hand

regarding the nature, destination and sustainability of the new
capital inflows. Adjustment action should be taken in relation

to the whole structure of the balance of payments, not simply the
current account, and it should involve a wide spectrum of adjust¬
ment policies.

Impact on

the Developing Countries

On assumptions parallel to those for the OECD countries, the
increased oil import bill for the non-oil developing countries next
year could be some 82i billion. This is equivalent to about

one-quarter of the official development assistance made available

annually by OECD Members, and would represent an important
new burden for the developing countries.

The non-oil developing countries can react by running down
reserves, additional borrowing, or reducing their imports from
the OECD area below what would otherwise have been planned.
The Secretariat has assumed in reworking its forecasts that in 1974

there would be only a small reduction of planned imports, with
the non-oil developing countries resorting to a combination of

drawing on reserves (which are currently, in the aggregate, at
relatively comfortable levels) and additional borrowing (perhaps
in the Eurodollar market, thus continuing a practice much followed
in the last year or so). The extent to which these countries' finan¬

cial position can permit the continued pursuit of this kind of policy
is, however, limited; looking slightly further ahead it would appear
that the increased oil prices will adversely affect development
strategy unless additional aid on concessional terms is made
available. This could either take the form of direct aid flows or

intermediation to facilitate the transfer of oil producing coun¬
tries' funds to developing countries. One obvious approach could
be increased lending by international institutions which could float

bonds in oil producing countries (as they are already doing to
some extent).

This or any other intermediation procedure would combine two
obvious advantages:

it would provide an outlet for oil producing countries' currency
receipts;

it would increase the capacity of developing countries to finance
the transfer of real resources from OECD countries and it would

therefore improve the current account of the OECD area as a

whole from what it would otherwise have been. This may be an
important consideration at a time when the total position may
otherwise be turning into deficit.

(8) Venezuela, Indonesia, Nigeria, Algeria, Iran and Iraq.
(9) That " high absorption " OPEC countries would spend (i.e. import from the
OECD) about a quarter of their additional revenue in the halfyear they received
it, about a half in the next half year, and the final quarter in the half year after
that ; and that " low absorption " OPEC countries would spend about a quarter
of their additional revenue within the first year.
(10) This had been forecast to be about S 9 billion in 1974 prior to the oil price
increases and is now estimated to be close to zero.
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TECHNOLOGY ASSESSMENT

HARNESSING SCIENCE TO SOCIAL GOALS
OECD Member governments are increasingly aware that technology is not an end in itself,

and that the world can no longer afford to "ride the tiger"
of technology without harnessing it to well-defined social as well as economic objectives. Meeting next

month in Paris is an Advisory Group on the Control and Management of Technology,
set up by OECD's Committee for Scientific and Technological Policy. Made up of high-level

government officials, the group will map out a programme of study and discuss guidelines for concerned
governments in the relatively new field of technology assessment.

The groundwork has been laid for this meeting by previous OECD conferences and seminars,
and the completion of a comprehensive study by OECD science expert François Hetman,
Society and the Assessment of Technology, which has just been published by OECD.

Technology assessment is an idea whose time may have

come", according to OECD science expert François
Hetman.

New technologies have fuelled sustained economic growth

and brought many benefits to mankind. They have also helped

deplete natural resources, disrupt the environment and dislocate
social structures. While all OECD countries have not set up

formal government bodies to deal with technology assessment,
a few have taken important steps in this direction. In Japan,

the first panel of the "Japanese Council for Science and Tech¬

nology" has set down policy principles which assert the need
for such assessment at every level of development, from plan¬

ning, through R & D to production, and has warned private
firms that their existence is threatened if they ignore the envi¬

ronmental and social consequences of their actions.

Sweden's Environmental Board, set up in 1967, uses techniques

of technology assessment, as does the Environmental Protection

Agency in the United States, where "environmental impact
statements" are required for public work projects. The German

government is making a thorough study of a proposal for an
Office of Technology Assessment, while the United Kingdom

has activated a Programme Analysis Unit for the purpose.

In his study François Hetman defines as the main task of the

management and control of technology 1 ) to forecast possible
effects of technology on society, its ecology and environment

so as to clarify society's choices before options are foreclosed

by default, 2) to explore new possibilities of satisfying social
and economic needs through scientific programmes, 3) to rede¬

fine these needs and modify society's goals in the light of new

knowledge.

"No One in Charge!"

The aphorism "no one is in charge of technology" does not

lack examples in the form of decisions made for the sole benefit

of one sector of society. Pesticides increase crop yields, deter¬

gents make sheets "whiter than white", without prior consi¬
deration of the rivers and lakes into which they eventually flow.

The "Green Revolution" multiplies rice yields, but the cost has

included the failure of small farmers who cannot afford the

increased fertiliser needed, and who have been driven off the

land into swollen city slums. A host of urban, political, mone¬

tary, and environmental problems have accompanied the pro¬

liferation of energy uses. Throwaway containers help the

shopper, but add to mountains of rubbish.

In the past, technology assessment has been limited to an ex-

post facto reaction to damage done by a previously unques¬
tioned use of a new technology, as in the case of DDT which

was used for some twenty years before questions were raised

as to its side effects. Only in the field of food and drugs has

preliminary testing been mandatory in some countries.

The term "technology assessment" was first used in 1966 by

a science and technology sub-committee of the United States

House of Representatives, which paved the way for the creation

of the US Office of Technology Assessment. The idea draws

upon a number of concepts and practices already in use, such
as "project feasibility", "cost-benefit analysis", "technological

forecasting", and "systems engineering". But it is wider in

scope, encompassing technology, society, the environment,

the individual and the political process, in an attempt to define

the framework for decisions on the use of technology for

social purposes.

Technology assessment acts as an early-warning system and

a way of asking new questions rather than the standard focussing
on immediate consequences. As an example, transportation

is looked on not just as a means of moving people and goods

from one place to another. One must assess the effects of

existing and possible transportation technology on housing,
urban planning, communications, social and cultural functions,
settlements and communities, environment, conflicting inte¬

rests of social and economic groups, etc.

Assessment is Everyone's Business

Technology is too important to be left to the technicians,
François Hetman's study states. In addition, one must consult
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the lawyers, economists, political scientists, sociologists, busi¬
nessmen, administrators and even the artists. Nor can the

"market" be the sole arbitrator. The market for automobiles, for

instance, does not reflect the need for free circulation, clean air,

and quiet living conditions. The so-called "externalities" or

side-effects often have no monetary valuations in terms of

the way market "values" are calculated. The example of the
motor car (1 ) illustrates the fact that market demand often leads

to excessive innovation in some areas (as in multiple car models)

and insufficient innovation in others (public transportation).
What is in the individual interest of each consumer often runs

counter to the collective interest of all consumers. The social
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costs of private enterprises are often borne by third parties or by
the community as a whole.

In his study Hetman points out that we cannot rely on those who
are sponsoring the development of technology to tell us candidly
about its undesirable social consequences, since every techno¬
logy has powerful vested interests private and frequently
governmental and political which can be relied upon to press
the benefits. The problem is that negative factors or risks are
never fully or even adequately articulated, not out of malice,

but often because they do not become fully apparent until later.

If It Works, Build It!

The impulse to convert scientific results into technology often
seems to be irresistible at every level. Examples such as atomic

bombs, weather modification, big dams, chemical and bio¬
chemical agents, etc., show that the existence of substantial

hazards have not deterred technology development, because
optimistic realisations have been accepted by sponsors at the
highest level of decision-making. The bias is not voluntary,
but reflects a lack of breadth in forecasting cumulative effects.
Two landmark decisions on the use of technology illustrate
a change in government attitudes and very real public concern.
The first is the rejection of the SST (2) by the US Congress in view
of environmental dangers and on grounds of misplaced national
priorities. The other is the British government decision not

to build inland airports in view of the social disruption they
cause to communities and transport systems.

But it is plain that technology is only the tool and not the cause
of the trouble. New techniques can be used to provide low
cost housing as well as large office buildings, they can treat as
well as create toxic wastes, can build rapid transit as well as

individual cars, can cure cancer as well as blow up cities.

Methods of Assessment

A gamut of methodologies can be used to assess technology,
which attempt in various ways to guage its effects on a whole
range of non-technological considerations. But it is clear

that while factors such as air quality can be put into statistical

form, other aspects of the "quality of life" are not easily mea¬
sured. Nor is there an easily achieved concensus on the social
objectives to be pursued.

The so-called "policy sciences" which employ such techniques
as PERT (Programme Evaluation and Review Technique),
PPBS (Programming-Planning-Budgeting System), the "Delphi
method" of consulting panels of experts, and the "Relevance
Tree" pictured below, are tools in the lexicon of the assessor.

Developed for the complex needs of big government and indus¬
try, these techniques largely represent an attempt to put into
order factors which are not easily quantified. Technology
assessment itself attempts to :

1 . clarify the nature of social problems, and identify social goals ;
2. provide insight into future problems in order to provide a basis

for determining resource allocation and priorities;

3. stimulate both government and industry to choose the most
socially desirable course of action;

4. educate the public on short and long-term effects of various
alternatives.

(1 ) See Science, Growth and Society, OECD 1 971 .
(2) Supersonic Transport.
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2. EXAMPLE OF " RELEVANCE TREE" TECHNIQUE

Sea-forming technology (mari-support)

START HERE

Source : Robert C tandis, A Technology Assessment Methodology : Mariculture (Sea Farming), The MITRE Corporation. June 1971.

Who Makes Decisions?

Data and analysis yield information. Information and judgment

yield decision. For this reason, technology assessment must
be concerned with the political process, in which the push and

pull of a number of private and public interests are often resolved
through compromise and trade-offs. While it often fills the
role of defender of public against private interests, ideally it will

become a permanent and complex effort by all concerned toward

systematic analysis of the best way to achieve common goals.

Government has a major role, since it can call on all the groups

and disciplines involved in alternative strategies. But because

individual agencies have vested interests in the technology

they control, it has been suggested that an "innovative branch"

of government be set up at the highest level of government to
interact with the executive, legislative and judicial branches for

the fullest possible synthesis and evaluation of technology in

terms of overall goals.

In addition, it is incumbent upon industry itself fully to calculate

the social costs of its prospective actions in order to avoid later

conflict and damage.

International Implications

Technology assessment cannot be purely national, and OECD
is particularly interested in its international aspects. A paper

plant in one country can befoul the waters of another, and, as

the example of the SST has shown, a unilateral decision to delay
technology can lead to a conceivable competitive disadvantage
for one nation.

Defining and forecasting social objectives is not an exact

science. Aerospace engineers are fond of saying that the only
thing wrong with spaceship earth is that it was delivered without
a manual of operations. Hetman adds that we also need a
code of behaviour for its passengers. Technology assessment

is a healthy first step toward mastering the tiger of technology.
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AVIATION NEEDS AND PUBLIC CONCERNS
Excerpts from a speech given by OECD's Secretary General Emile van Lennep, in Delft, the Netherlands,
in the series of " Albert Plesman Memorial Lectures " on the occasion of the 20th anniversary of the death

of Albert Plesman, aviation pioneer, businessman and philanthropist.

Aviation faces a " dilemma " how to reconcile public

demands for ever greater mobility and transport conve¬

nience with the increasing limitations on land, energy
and resources and with the desire to preserve the environment

and to improve the quality of life.

Aircraft Noise: The Problem

and What Can be Done

Noise from aircraft is the source of mounting complaints and

litigation on the part of people living in the neighbourhood of

airports; it is the main reason for organised protests against the

expansion of existing airports; it is the cause of the growing
trend to close airports at night (with the attendant repercussions

for the air transport industry such as loss of freight revenue,

forced idleness of equipment on the ground, problems of trans¬

continental flight scheduling, etc.); and it is a major factor in
public opposition to the building of new airports.

Fortunately, the problem of aircraft noise is not intractable.

Indeed, OECD studies have disclosed a wide range of approaches
that could be brought to bear on it.

Modifying Aircraft Engines

To begin with, a determined effort is being made to develop
quieter engines.

As an illustration of the progress that has already been made, a

Boeing 707 or a DC-8 produces about 90 EPNdB (effective

perceived noise decibels) during a take-off and a landing, over
an area of some 120 km2, while the newer DC-10 produces the

equivalent noise over only 20 km 2. New models now in produc¬

tion will incorporate similar noise reduction improvements.

In the short and medium term, however, these efforts are likely

to have little effect on improving the noise environment around

airports. In the first place, aircraft remain in commercial service

for an average of 12 years; hence it will be quite some time

before the new generation of quieter airplanes constitutes a
substantial fraction of the total fleet. Moreover, the new, more

stringent noise emission requirements do not apply to models

that were designed before 1 972 ; a considerable number of these

airplanes are going to be built and introduced into service before

their production is discontinued. Finally, reduction in noise

annoyance is also dependent on reduction in noise intensity: in

other words, even a few of the older, noisy aircraft could create

considerable disturbance in the communities adjoining airports.
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Other Noise Reduction Measures

OECD studies suggest that substantial improvements can also

be achieved through operational measures and through efforts

to minimise the impact of noise. The first approach includes

such action by airport authorities as noise abatement take-off

and landing procedures, restrictions on the total number of air¬

craft movements, banning night traffic, partial diversion of traffic

(especially at night) to more isolated airports, establishment and
enforcement of local noise regulations and imposing an overall

monthly limit on the total noise emitted by all aircraft of a given
airline.

The second approach concentrates on providing protection

against noise at its point of reception. For example, land can
be acquired or restrictions on the construction of private housing

imposed in such a manner as to establish a buffer zone between

the airport and the surrounding development. Or dwellings in

the vicinity of airports can be soundproofed.

Yet another way to deal with the problem of airport noise is by

means of compensation of home owners for the property's loss
in value due to noise. In return, the airport acquires a " noise

easement " on the property. In cases where compensation has

been used, it has amounted to roughly 20 per cent of the value

of the property.

There has been lively discussion in OECD concerning the possi¬

bility of using economic instruments to promote environmental

improvement, including noise abatement. Although opinion is
far from unanimous, there would appear to be some merit to this

approach. Airlines are already subject to landing charges,

although these charges are based today on aircraft weight or

capacity. The same principle, however, could be extended to
aircraft noise emission characteristics. A surtax on noise could

become an effective incentive for airlines to modify or dispose

of their noisiest equipment. Alternatively, an embarcation charge

could be levied êgainst every passenger for the purpose of financ¬

ing a programme of land acquisition or soundproofing

of exposed buildings.

The case of the supersonic transport is unique because the sonic

boom, unlike the noise caused by aircraft on take-off and land¬

ing, cannot be substantially reduced through design changes or

operating procedures. Consequently, it is not possible to esta¬

blish " acceptable " levels of sonic boom. The only way to pro¬

tect the population from exposure to sonic booms is to enact a

blanket prohibition of overflights at supersonic speed. This is

indeed the approach formally adopted by several countries

Sweden, Switzerland and the United States, for example an

approach in which other nations are likely to join too.

Aviation's Demands for Energy Resources

There is little doubt that aircraft use more fuel per passenger

kilometre (p-km) or ton kilometre (t-km) than any other form

of transport (see chart).

One telling statistic is that even with the latest high fuel perfor¬
mance planes, a standard 70 kg passenger (154 pounds) will

"consume" his own weight in fuel every 2,450 km or 1,520

miles of flying. On a trans-Atlantic crossing he will " consume "

roughly double his own weight. And if the plane is half empty

for many years the average load factor for the world's airlines
hovered around 50 per cent then he will " consume " roughly

twice as much again, or four times his weight for a trans-Atlantic

crossing. This last figure is roughly equal to the average yearly

per capita oil consumption in non-OECD countries. No other

form of transport quite compares to this Promethean exercise in

burning irreplaceable fuel for the sake of speed.

However, the fuel performance of aircraft is improving. This

trend is likely to continue for some time. " Stretching " of the

most recent airbuses, the possibility of 500 to 1000 seat super

jumbos, the low-drag and high-lift " supercritical wing " are

among the most important advances likely to ensure even fur¬

ther improvements in fuel performance for the next generation
of aircraft.

This steady improvement has played and will play a very signi¬

ficant role in curbing the fuel demands of aviation, despite the

rapid rise in air traffic. But of course it is overshadowed by the

improvement that could be made and that all airlines are

trying to make through increase in load factors.

Historically, aviation has played a very small part in the total oil

consumption pattern, about 2.1 per cent in Europe and 6.6 per

cent in the United States in 1970, as against 18 per cent and

45 per cent for motor vehicles. But, given the large increases

in air traffic that are anticipated, what may one expect in the

future?

Undoubtedly rising fuel prices will act as an added stimulus to

the development of more efficient engines and aircraft. But in

the shorter term higher fuel bills translated into fare increases

might cause some people to shift to other modes of transport,

depressing the rate of growth of air travel demand and reducing

load factors. The net long-run effect is thus highly conjectural.

Relieving Airport Congestion

The other resource constraint facing aviation is the growing

scarcity of land suitable for airports. Virtually all countries

encounter growing difficulties in finding airport sites that are

acceptable to the public. The opposition to new airports may

originate with a surrounding community which fears that the

airport will create serious noise disturbance or overburden exist¬

ing public facilities such as roads and sewers; or it may stem

from broader public concerns for the preservation of the country¬

side and the protection of irretrievable national resources such

as historic monuments, wildlife refuges and farmland. What¬

ever the source, the opposition is a fact of political life nearly

everywhere.

An OECD study on airports suggests that there is a range of

alternatives available to accomodate rising air transport demand.

For example, new airports can be built in remote locations, away

from population centres and connected to cities with rapid

transit links. In urban regions where sites for new airports can

simply no longer be found, airport authorities are learning how to

get more out of what they already have. Besides expanding exist¬

ing airports by building parallel runways and enlarging terminal
facilities (a course of action which may not always be compa¬

tible with environmental concerns), they are exploring such

options as shifting certain aviation activities to secondary airports,

imposing operation quotas on airlines to achieve higher load

factors, and encouraging flight consolidation and the use of

high-capacity aircraft.

In the longer term, technological progress in the development

of quiet, more flexible aircraft may create conditions for entirely
new concepts in air service, based on decentralised operation
from a network of secondary airportsthus relieving pressure

from the existing large international airports.

There is another consideration that policy makers cannot ignore,

namely the opportunities offered by high-speed surface transport.

(continued on page 34)

33



Concorde (1974) (*)

BAC 111 (1969)(2)

Boeing 747-100
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(1 ^'WÈËÊKk' iet> 2'1 00 km/hr.
(2) 69 seats, jet, approximately 900 km/hr.
(3) 490 seats, jet, approximately 900 km/hr.
(4) 302 seats, jet, approximately 900 km/hr.

(5) 9.5 litres per 100 km (30 miles/gallon) with 5 occupa.
(6) with one passenger 1 23 litres of fuel/1 ,000 passenger ,s.
(7) 12 coach, 4 locos, 1,090 seats, urban commuter train consuming 11.34 kWh/mile

(28 percent thermal efficiency for power generation oil-fired station"

(8) 51 seats, 26 litres per 100 kms (11 miles/ga

(9) 12-cal§h, 770 seats, 1.2

cjgjzifns, BritistrftHil Board Finance Department; for inter- city bus.

The secret of aviation's success lies in its ability to drastically

shorten journeys over long distances and to serve economically

dispersed locations between which passenger flows are not
heavy enough to justify fast and frequent rail service. Short

distance, heavily travelled corridors in the densely populated
urban regions on the other hand, lend themselves better to rail

transport solutions.

But to bring about major modifications in the prevailing patterns

of travel will require some readjustment in our ways of thinking.
All too often we view the relationship between the different

modes of transport as one of competition rather than partnership.
We tend to regard each mode as sufficient unto itself, whereas,

in fact, they should complement each other and function as

parts of a total transportation system. In such an integrated
transport system, rail, road and air transport do not vie for traffic

but co-operate to give the traveller and the shipper the best
possible service from origin to destination. Such intermodal

co-operation can take many forms: auto- and truck-carrying
arrangements, joint reservation services, coordinated timetables,

interconnection of rail and air terminals and any number of other

measures designed to transform separate transportation networks

into an integrated, smoothly functioning, single transportation

system.

Thus I prefer to think of the " environmental dilemma " as a

delicately balanced equation of which one part is the need to

meet evergrowing demands for transport and the other the

necessity to protect our environment, to conserve our dimi¬

nishing natural resources and to improve the quality of life.

Some would have us bring this equation into proper balance by
putting tight reins on further transport growth. But is this real¬

istic, considering current population projections and the aspir¬

ations of people everywhere to improve their lot? I hardly
think so. The question is not whether aviation should continue

to expand, but how it can grow without significant harm to the
environment.

I am convinced that practical and effective answers can be

found; that a balance between the needs of aviation and public

concern for the environment can be struck at a price we can all
afford in both an economic and social sense.
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RURAL DEVELOPMENT

/TV THE THIRD WORLD:
A VITAL NEED AND A CHALLENGE

TO AID PROGRAMMES
The existence of deep poverty and unemployment in the Third World despite high economic growth rates

was one of the problems evoked by OECD's Development Assistance Committee at its high level meeting
in October (see page 41 J. If the paradox is to be resolved, the Ministers stressed,

there must be more emphasis on rural development in donor aid strategies.
Nearly three quarters of the population of the developing countries still depend

on agriculture for a livelihood and the possibilities of improving their lot through industrial
and urban development are limited or remote.

Yet until now aid for rural development has been very limited and the methods employed have more often
ended in failure than success. In the following article Nicole Massignon of OECD's

Development Assistance Directorate, discusses how this type of aid might be made more effective ( 1 ) .

Rural Development :
a Complex Phenomenon

Excluding China, the rural populations of the developing countries
total nearly one thousand five hundred million people, spread over
three continents and this number, far from decreasing, is expected

to increase by nearly 500 million by 1985. In some African coun¬
tries the rural population accounts for 80 or even 90 per cent of
the total. Thus rural development concerns the vast majority of

the population of the Third World.

Rural development is an extremely complicated process. It con¬

cerns the poorest strata of society since nearly a thousand million
rural dwellers have incomes of less than $100 a year. They are

also the least evolved, since many live in a subsistence economy

having no contact with modern means of production and are some¬
times scattered over immense barren areas or crowded into very

small plots. Rural development must therefore cover all aspects
of development: economic, social, political and psychological. It
is not simply a question of promoting agricultural development,
although agricultural development in its widest sense (including
fishing and stock-breeding) is a sine qua non of rural development.
Agricultural progress must be accompanied by progress in crafts¬
manship, by steps towards industrialisation within the context of
the rural world, and by establishing related activities, e.g. by setting

up repair workshops, in order to provide employment and increase
rural incomes.

Rural development thus means developing not only the country¬
side, but also the villages and small towns. The production of
goods requires a whole range of supporting facilities, both upstream
and downstream, including training facilities, credit, marketing and
means of production and transport. Neither can rural develop¬
ment be treated simply as a policy for economic development.
It must also try to improve living conditions in the countryside
and therefore to develop social services (health, education, water
supplies, etc.) thereby helping to close the gap between the coun¬
tryside and the towns and slow down the rural exodus.

It is evident that the success of a rural development campaign will

depend mainly on the determination of the authorities in the deve¬
loping countries, on their policy in a number of fields (fiscal, finan¬
cial, land development, commercial, etc.) and on the participation

of the population concerned. Foreign aid can play only a supple¬
mentary role, whether it is concentrated on pilot or demonstration

schemes likely to have a pump-priming effect, or whether it is

integrated into the country's development plan to meet specific
stated requirements. Unless there is close coordination with the
development strategy laid down by the countries themselves, rural
development aid will prove to be without real impact on the pro¬

cess it is supposed to stimulate.

JVeed for integrated Action
One of the most difficult problems when providing aid for rural

development is how to meet the need for action in a number of
sectors and yet to carry out the work in stages. Integrated or
multi-sectoral action is therefore required at the very outset, i.e.

at planning level, and as soon as possible after that at operational
level. At the same time priorities must be devised, since every¬

thing cannot be done at once.

The aid-giving organisations consider that integrated action offers
the best chance of success for rural development projects. Too

many community development operations have failed because
they were limited to social welfare (building schools, dispensaries,
etc.) and because they did not give sufficient attention to develop¬
ing economic production, although the latter is necessary to finance
social development. On the other hand, too many strictly com¬
mercial operations have had no effect on the milieu they were
intended to transform, because no initiative was taken in the

social field. (Continued on page 36)

( I ) A chapter entitled "The Search for Rural-Urban Balance" is included in
the recently published 1973 Review "Development Co-operation: Efforts and
Policies of the Members of OECD's Development Assistance Committee",
the annual report of DAC Chairman Edwin M. Martin.
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ESTIMATES ON THE EVOLUTION

OF RURAL POPULATION

BY MAIN REGIONS - 1970 TO 1985

(in millions of inhabitants)

1970 1985

Increase in

1985 over

1970

Share of
total

population

1970 1985

World, total 	 2,277 2,750 + 473 62.6 55.5

Less-developed . .
countries 	

1,302 1,785 + 483 72.8 66.8

Asia 	

of which :
India	

Pakistan 	

Indonesia 	

927

446

118

101

1,285

608

184

145

+ 358

+ 162

+ 66

+ 44

78.0

80.3

86.1

82.7

72.2

75.8

82.1

78.3

Africa 	

of which:
North Africa 	
Nigeria	

258

56

42

358

50

55

+ 100

+ 24

+ 16

79.3

65.1

76.3

71.4

57.1

68.2

Latin America . .

of which:
Brazil	

Mexico 	

124

40

22

144

41

28

+ 20

+ 1

+ 6

43.8

43.0

43.1

33.7

25.5

33.3

Source: Derived from Monthly Statistical Bulletin, United
Nations, November 1971.

At operational level, integrated development projects have been

launched by several donor organisations, generally in a region
chosen for its demonstration effect or for political reasons (e.g.
refugee problems and demographic imbalance), economic reasons

(production potential and influence on the balance of payments),
or social reasons (to create jobs).

This type of approach may be illustrated by the World Bank's
Lilongwe project in Malawi and by certain population settlement
projects. Other integrated projects have been based on the deve¬

lopment of cash crops (e.g. cotton, groundnuts and tea) by linking
production to first steps in processing the raw product into a
manufactured or semi-manufactured product and, of course, to

marketing it (for example, the Gezira project to develop cotton
production in the Sudan, and the current projects to develop tea-
growing in Kenya). If, however, these latter projects are to be
considered as rural development projects and not simply as agro-
industrial projects, they will have to use their commercial opera¬
tions as a vehicle for social progress. All these projects for deve¬
loping a region or a crop have generally proved effective, but also
costly in material and human resources, difficult to transfer on a

sufficiently large scale, and often difficult to administer by the
inhabitants of the country concerned when foreign aid ceases.

For this reason several donor organisations have come to prefer a
less comprehensive approach confining themselves at the start to

tackling just a few objectives or priority sectors (" minimum pack¬
age approach "), with the possibility of extending action later on.

Any rural development aid project must also include establishing
priorities and a precise timetable. It is, in fact, extremely impor¬
tant first to choose correctly the point of impact and then the se¬

quence of operations. No action planned for a subsequent stage
should be started before the preceding stage has been completed.
Many rural development schemes have only been kept alive artifi

cially and have had no future, because the appropriate timing was
not observed.

Grass Roots Aid

This last remark shows the need to stress another aspect of rural
development aid. namely the need to keep adapting the level of
intervention to the level of development and culture of the local
population, which means that oversophisticated plans should not
be proposed for a community which is not yet capable of carrying
them out.

We must not forget that a rural development project should put
aid organisations in contact, not so much with the westernised

élite of the developing country as with the people deeply rooted
in their milieu and its traditions, people who often speak an
unknown dialect and have motivations which may appear strange
to our way of thinking. Under these conditions, it is important
to adopt easy-to-use techniques and equipment, to keep down
operating costs as far as possible, and to operate through simple
administrative structures or small action units. However, this

type of aid does not always suit the style of the developed countries,
which are better placed to supply sophisticated equipment and
techniques within the framework of large-scale projects. In addi¬
tion, aid organisations are often tempted to justify their action in

terms of immediate profitability and effectiveness, without giving
sufficient consideration to follow-up problems. Thus some aid
organisations have tended to use a high ratio of extension workers

to farmers, to impose their own form of organisation on native

communities so as to make sure that their projects work properly
but have not been able to hand over responsibility for them. This
type of approach appears to be increasingly criticised: heavy
dependence on extension workers should be reserved for special
cases and applied for a brief period only. It now seems preferable
to supply aid within the framework of local structures and allow

for their constraints, rather than to create a framework for action

under optimum conditions of economic growth. It was in this

spirit that the Rockefeller Foundation's " Puebla " project in
Mexico was launched and that rural education centres have been

set up, for example in Chad, with the aid of Swiss technical co¬

operation.

Multiple Decision Centres
Another obstacle to carrying out a rural development operation is
the multiplicity of decision-making centres whose support must be
obtained by aid organisations at individual, local and national

level. Too many projects have been launched in the past without
knowledge of the real needs of the inhabitants, without their advice

being asked and sometimes even against their wishes. Any rural
development aid scheme should therefore be preceded by a detailed
study of the motivations, traditions and needs of the inhabitants.

First, they must be convinced that it is in their interest to adopt
new techniques, secondly, the choice of priority targets and overall
strategy should be made in agreement with the local and central
authorities.

All this is not easy. It is often difficult to reach agreement at
various levels of the hierarchy, and relations between donors and

local authorities sometimes raise serious problems, because local

authorities may prove hostile to change or insufficiently prepared
to play their part. Should aid organisations help in setting
up local administrative structures which are better adapted to rural
development needs? What should they do to facilitate indispen¬
sable reforms, particularly agrarian reforms? These questions are
very difficult since they touch on political matters. Donors should
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SHARE OF RURAL POPULATION OF LESS-DEVELOPED COUNTRIES IN 1968

IN TOTAL POPULATION

AFRICA

40 to 60

per cent

Algeria 	
Ghana 	

57 Morocco

58 Tunisia ....

52

58

60 to 80

per cent

More than

80 per cent

Congo B	 69 Sudan .
Liberia	 78 Togo . .
Malawi 	 77 Zaire . .

Nigeria 	 77 Zambia
Rhodesia 	 72

77

77

72

78

Burundi 	

Cameroon 	

Central Afr. Rep.
Ivory Coast 	
Dahomey 	
Gabon 	

Gambia 	

Ethiopia 	
Guinea 	

Upper Volta 	
Kenya	

95 Madagascar .
83 Mali	

85 Mauritania .

85 Niger .'	
84 Uganda
82 Rwanda 	

88 Sierra Leone .

87 Somalia

85 Tanzania . . .

88 Chad 	

82

84

90

89

93

89

95

89

89

94

95

LATIN AMERICA

Less than Argentina	 19 Trinidad .... 19

40 per cent Chile 	 76 Uruguay .... 17

Cuba	 35 Venezuela . . . . 28

40 to 60 Brazil 	 48 Jamaica .... 4?

per cent Colombia 	 47 Mexico 	 50

Costa Rica	 44 Nicaragua . . .. 56

Dominican Rep. . 57 Panama .... 41

Ecuador 	 56 Paraguay .... 50

El Salvador 	 52 Peru 	 48

60 to 80 Barbados 	 60 Guatemala . . .. 63

per cent Bolivia 	 60 Honduras . . . 63

NEAR EAST

Less than

40 per cent

Jordan 	 31

40 to 60

per cent

Iran	

Iraq	
Lebanon ....

55

52

53

Syria 	
Libya
Egypt	

52

57

52

60 to 80

per cent

Saudi Arabia .... 70

More than

80 per cent

Yemen 	 89

ASIA

40 to 60

per cent

Ceylon 	
South Korea ....

Philippines 	

54

52

55

Malaysia 	
Taiwan 	

55

45

60 to 80

per cent

Burma 	

Cambodia 	

Indonesia 	

India 	

Pakistan 	

60

73

67

68

72

Thailand . .». . .

North Vietnam.

South Vietnam.

North Korea . .

Laos 	

75

80

83

70

79

More than

80 per cent

Afghanistan 84 Nepal 	 92

Source : Derivedfrom " The State of Food and Agriculture, FAO 1971 ",
and Production Yearbook, FAO, 1970, Vol. 24.

therefore act with the greatest prudence, consider each case sepa¬

rately, and try to resolve conflicts by having recourse to frequent
discussion.

Timely and Lasting Aid
The transformation in depth of rural communities cannot be
carried out in a few years. Too many aid organisations have

tended to launch programmes in haste and to expect immediate

and spectacular results, whereas rural development is a long and
slow process which requires at least one or two decades before
bearing fruit. This long period is not easily reconcilable with
the exigencies of the donor countries, which are handicapped
by an annual budget, or by a budget covering only a few years.
Moreover, it seems to be difficult to keep technical assistance per¬

sonnel in the field for more than a few years, particularly in rural
areas. Finally, although it may be possible to evaluate results
while the operation is in progress, the final assessment cannot be
made until much later.

The Link Retween

Research Workers* Public

Authorities and Peasants

In the light of these general principles, what practical guidance
should be given to aid organisations ? First, priority should be
given to research particularly socio-economic research at the level
of small farms, workshops and industrial plants, and in order to
make use of its results links should be established between the

research worker in his laboratory, the public authorities, and the

peasant. To this end, it would be desirable to make research
workers aware of the problems of public authorities and to asso¬
ciate the two from the beginning of a rural development operation.
The local counterparts of the technical assistants could be the
medium for passing on the results of the research to the peasant
population. The donor countries should ensure that on-the-spot
research is developed to the maximum, either as part of their
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______

Weeding a tobacco garden in the Lilongwe area ot Malawi, a 163,000
acre Land Development Project in which the government, with the aid of
the World Bank, is making an effort to develop production, transport,
marketing, advisory services, health, education and other services in an

integrated way.

projects, or by encouraging the setting up of local research centres.

Insofar as infrastructure is concerned, aid should be given to a
large number of small investments (e.g. constructing a paddock or
a water trough), and used for such purposes as providing minor
engineering works (feeder roads or secondary irrigation canals),
and supplying the means of production (fertiliser, seeds, pesticides
or agricultural equipment). This aid should be provided at the
right time, in sufficient quantity and with appropriate regard to
local conditions, the size of the farms and the resources of the

recipients. Too many aid projects have failed to include support¬
ing action to train small farmers in the use of new techniques or
to ensure that the equipment and installations are properly run
and maintained.

Training the Instructors
Training and extension work are the keys to rural development
and some donors would even wish rural development projects
to include a " software " element. Since rural development ought
essentially to be carried out by the nationals of the Third World

countries, one necessary task for foreign aid is to train instructors,

that is to say, extension workers and rural community leaders
(managers of co-operatives, marketing centres, credit institutions
and medical services, small entrepreneurs, etc.).

The main obstacles encountered in providing this training are the
lack of training facilities, the unsuitability of the content of the
instruction or means of conveying it, and the high cost of the
training in relation to resources. To find a solution to these pro¬
blems the maximum use should be made of the facilities avai¬

lable in the rural community (apprenticeship with the local crafts¬
man or in the family, use of rural " animateurs " who belong to
village communities, or of " model farmers "). More flexible

formulas requiring less investment should be found for training
centres and training should be made more practical and human
by combining it with production work. Training periods should
be shortened and training should be given as near as possible to
the place of work, so as not to isolate the peasant from his every¬
day life.

Points of view vary as to whether training for foreign technical
assistants should be centred more on the specific problems of
a region, or should on the contrary be more general. Probably

it depends on the level of action. To contact the maximum num¬

ber of persons, it would appear to be desirable, for example, to
form groups of farmers who could be visited periodically by an
extension worker, to send mobile teams to the most distant parts
of the countryside, or to increase the number of audio-visual

programmes for peasants, as has been done in the " accion cultural

popular " programmes in Latin America.

Loans and Marketing
Finally, the development of credit facilities for small-holders and

medium-sized enterprises and the establishment of a farm-
to-market and market-to-town commercial network are basic

requirements of rural development.

Up to now, donor countries and organisations have been improving
credit facilities mainly for a fairly well-to-do clientele while the

small farmers, entrepreneurs and craftsmen have only excep¬
tionally had access to them. However, rural development in its
initial phase does not involve a massive injection of credit, but
rather the granting of many small loans for a relatively short
period and at precise moments. For example, loans of from
$40 to $100, granted for a period of 6 to 9 months, particularly
at the time of sowing and before harvesting, seem appropriate.
Bigger and longer-term loans become necessary only later, when
some money has been saved and the need is felt to modernise the

farm or to set up small businesses.

Donor organisations must realise that different forms of loans are

required at different stages of development. At the very begin¬
ning of a scheme, traditional banking techniques appear to be quite
unsuitable and far too costly, so that it would be better for the

small peasant to rely on his traditional loan sources, i.e. his
family, his friends or even at times the village money lenders.
At this stage, the aid organisations would be better advised to

supply the means of production and technical assistance directly
and to give small subsidies if necessary. In the second phase,
however, foreign aid can usefully contribute to financing the classi¬
cal types of agricultural credit institution or credit co-operative,
or participate in setting up guarantee funds.

Marketing difficulties in agriculture are mainly due to the fact
that the product to be sold varies in quality and is to be found
only in small quantities scattered over vast areas on a multitude
of farms which are often difficult to reach; there is also a lack of

adequate stocking facilities and of competition between local distri¬
bution channels. The remedies include increased production,
the grouping of production, provision of stocking facilities and
improvements of roads and sales outlets (retail shops or markets).
Similar problems arise when developing industry in rural areas,
the most troublesome being the problems of outlets, lack of trans¬
port, and the risk of competition from more sophisticated indus¬
tries. To help the development of small rural industry of this
type, aid organisations should see that their capital is not used
to set up industries which compete with local products without
prior consultation with the national governments concerned.

Rural development thus appears as a great challenge to aid orga¬
nisations to renew their attitudes and methods in face of the

realities of the situation in the Third World. The field of action

is almost unlimited, but it must be approached in a special kind
of way in which an understanding of human values has priority
over techniques and material means, in which the ability to reach

an understanding is one of the requirements of efficiency, and in
which the criterion of success is not so much the excellence of a

scheme in itself as its suitability in the light of the needs, resources
and living conditions of the populations who receive the aid.
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AT OECD
Royal Visit to OECD

Their Royal Highnesses Princess Beatrix
and Prince Claus of the Netherlands met

with the Secretary General of OECD,
Emile van Lennep (far right) and Ambas¬
sador Johan Kaufmann, Permanent Repre¬

sentative of the Netherlands to OECD

(far left) for an exchange of views on the
work of the OECD. The royal couple

visited the headquarters of the Organisa¬
tion on 15th and 16th October and
had talks with senior officials on the

main areas of international economic

co-operation: economic growth and im¬
provements in the quality of life, innova¬
tion in education, development aid, the

energy problem, and the application of
science and technology to economic and

social problems.

Meeting of the Trade Committee

The OECD Trade Committee met on

22nd and 23rd October. The meeting

was chaired by Ambassador Peter Hermes,
Director-General at the Ministry of Fo¬

reign Affairs of the Federal Republic of
Germany, and was the third in 1973 of
this plenary Committee, which is com¬
posed of senior officials responsible for
trade policy in their respective countries.
As is its custom from time to time, the

Committee had an exchange of views on

important developments and prospects
for international trade and trade policy.

The discussions, of an informal character,

took the results of the ministerial meetings

in September in Tokyo (GATT) and
Nairobi (IMF) as a starting point and
focussed on fundamental changes in
international economic relations and their

consequences.

In the light of a consultation which had
taken place on the recent temporary

export control measures taken by a Mem¬
ber country, the Committee then consi¬
dered the general problem which such
controls raise for international trade. In

addition, in preparation for a debate in
the Executive Committee in special session

(see OECD OBSERVER, N° 63, April
1973) it also discussed various aspects

of the problem of a safeguard clause for
sectoral difficulties. Finally, the Com¬

mittee gave the necessary instructions to

(Left) Chairman of OECD's Trade Committee Ambassador Peter Hermes, Germany, to right, and Special Australian Trade Representative, Minister to Geneva
George Warwick-Smith (Right): Vice-Chairman of the Committee, Ambassador Pierre Languetin, Switzerland Federal Delegate for Trade Agreements, to left,

and Hans Ewerlof Director General, Swedish Ministry for Foreign Affairs and Ministry for Trade.
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Vice-Chairman of the Committee Hiromichi
Miyazaki, Director General of Economic Bureau,

Ministry for Foreign Affairs (right)
and Nohiro Amaya, Director,

International Department,
Ministry for International Trade

and Industry, Japan (left) .

guide work in progress on such questions
as export credits, government purchasing,
and trade measures which might contri¬
bute to economic progress in developing
countries (e.g. trade preferences).

New Chairman

of OECD's

Technical

Co operation

Committee

Carlos Rogenmoser Lourenço, Chairman
of the Portuguese Interministerial Com¬
mission for International Economic

Co-operation, was elected chairman of
OECD's Technical Co-operation Com¬
mittee. This Committee is charged with
overseeing a programme of operational
support to the Organisation's less indus¬
trialised Members, primarily in areas of
activity which are of major concern
to OECD as a whole. For 1974 the

emphasis will be on encouraging the
countries to pool their efforts in joint
actions on transfer of technology in the
fine chemical sector, urban management,

worker emigration and industrial pro¬
gramming.

European Nuclear Energy Tribunal

Following the appointment by OECD's
Council of seven judges to the European
Nuclear Energy Tribunal, the judges held
a first meeting at OECD headquarters at
which they elected Sir John Foster, KBE,
QC, MP, as President of the Tribunal.

The European Nuclear Energy Tribunal is
empowered to hear and decide on legal
actions in three main areas:

ensuring that joint nuclear undertakings

established with the help of OECD's
Nuclear Energy Agency are used exclusiv¬
ely for peaceful purposes;

disputes concerning application of the
Convention of the European Company for
the Chemical Processing of Irradiated
Fuels (Eurochemic), one of NEA's joint
undertakings;

disputes concerning application of the
OECD sponsored Paris Convention on

Third Party Liability in the field of nuclear

energy which provides for compensation

in cases of injury or damage following a
nuclear accident.

In addition to the President, the other jud¬
ges are Arnould Bayart, Belgium, Gunther
Jaenicke, Germany, Dino Marchetti, Italy,
Paul Reuter, France, Poul Spleth, Den¬
mark and Karl Zemanek, Austria. The

appointments are for a period of five years.

(Left): The seven judges appointed to the Tribunal and, a, far left, Otto von Busekist who was named Registrar. (Right) : Left to right: Einar Saeland, Director
General, OECD s Nuclear Energy Agency and Emile van Lennep, OECD's Secretary General, with three of the seven judges, Karl Zemanek, Sir John Foster

(President of the Tribunal) and Pout Spleth.
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High-Level Meeting of the OECD Development Assistance Committee
(continued from page 4 )

Canada: Paul Gérin-Lajoie, President, Interna¬
tional Development Agency.

United Nations: Ralph Townley, Deputy Under
Secretary-General, responsible for the World

Population Congress.

United Nations: Rafael Salas, Executive Director,

Fund for Population Activities.

strengthened constructive dialogue between the donors and the
recipients the effectiveness of aid can be further increased.

The Committee noted that development efforts have in many

cases produced high rates of growth in GNP in developing
countries; on the other hand, too many people remain in a state

of deep poverty, without jobs, and with little chance of being

productively employed. An active search for alternative policies
has begun emphasising in particular a higher priority for rural
development, including structural reforms aiming at social
justice as well as improved productivity (see article, page 35).
Members stressed the importance of supporting the efforts

made by developing countries themselves to ensure that all
sections of the community participate in the development

process so that the benefits of growth are more fairly distributed.

Many of the problems now demanding priority attention by
governments in addition to development assistance - the mone¬
tary and trade negotiations, the problems of energy and raw
material supplies, environmental concerns, the uses of the
resources of the seabed - required the co-operation of all

countries. It is increasingly evident that the economic and

social objectives of developed and developing countries are
linked. Their common problems can only be solved through

dialogue and mutual co-operation which will lead to a streng¬
thened community of interests.

Measures to Alleviate the Unemployment
Problem

As part of its concern with the social aspects of development

the Committee noted the magnitude of the unemployment

problem in the developing countries and the efforts being made

by individual DAC Members, and the work of the DAC itself to
assist them in alleviating the problem. The Committee stressed

that the main measures to be taken in this field had to be decided

by the developing countries themselves, and that donor coun¬

tries should be ready to respond adequately to requests from

them, as appropriate. The DAC has suggested that measures

to be taken could include improved research on suitable techno¬

logies, more flexibility in the financing of local costs and other

conditions of aid and appropriate project selection criteria. The

Committee will continue its work on the question in order to

heighten awareness of its urgency and to suggest further mea¬
sures to deal with it.

New Departures in the Committee's Work

The Secretary-General of the OECD underlined that an inte¬

grated approach to problems of development co-operation
ranks among the Organisation's priority aims. The Committee
welcomed the invitation of the Council of the OECD that the

DAC, in pursuing its tasks related to the volume and terms of

aid and other resources transferred to developing countries,

should take a comprehensive view of the development problem

in order: (i) to identify the main issues on which not only the

DAC itself but other bodies of the Organisation and the Deve¬

lopment Centre might have a contribution to make and (ii)
whenever necessary, to make suggestions for the consideration

by these bodies of development issues falling within their sphere

of competence. The Committee will examine to what extent

its programme of work could take into account other suggestions

made during the meeting.
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New OECD
Publications

OECD ECONOMIC OUTLOOK

N° 14 (ISBN 92-64-11147-6,
December 1973)

(see page 19}
Occasional Studies :

A NEW MODEL OF WORLD

TRADE, by Lee Samue/son
CYCLICAL INDICATORS FOR

MANUFACTURING INDUSTRIES,
by Randolf Granzer (ISBN 92-64-
11148-4).

OECD Economic OUTLOOK A/° 14 and

Occasional Studies : 140 and 64 pages
£1.37 H 4.00 F 18.00

The two Occasional Studies sold sepa¬
rately : £0.77 $2.25 F 10.00

NATIONAL ACCOUNTS OF OECD

COUNTRIES, 1960-1971/COMP-
TES NATIONAUX DES PAYS DE

L'OCDE (ISBN 92-64-01135-8,
October 1973)

472 pages, bilingual . £ 3.00 $ 7.50

F 30.00

OECD FINANCIAL STATISTICS

1973 N° 7 Vol. I and Vol. II/STA-
TISTIQUES FINANCIÈRES DE

L'OCDE (ISBN 92-64-01139-0,
November 1973)

488 and 400 pages, bilingual . . . £ 8.00
S 20.00 F 80.00

Subscription (the two volumes plus up¬
dated supplements): £ 15.00 $ 57.50

F 150,00

REVENUE STATISTICS OF OECD

MEMBER COUNTRIES, 1965-
1971 /STATISTIQUES DE RECET¬

TES PUBLIQUES DES PAYS MEM¬

BRES DE L'OCDE (ISBN
92-64-01137-4, October 1973)

222 pages, bilingual . £ 2.60 I 6.50

F 26.00

ANNUAL REPORTS ON COMPE¬

TITION POLICY IN OECD MEM¬

BER COUNTRIES 1973, N° 2.

"Document " Series (ISBN
92-64-11115-8, August 1973)
90 pages 	 £ 0.98 $ 2.50 F 1 1 .00

MAIN ECONOMIC INDICATORS/
PRINCIPAUX INDICATEURS ÉCO¬

NOMIQUES (November 1973)
156 pages 	 £ 0.77 S 2.25 F 10.00
Subscription 1974. ... £ 1 1 .00 $ 27 50

F 110.00

COMPANY TAX SYSTEMS IN

OECD MEMBER COUNTRIES

(ISBN 92-64-11125-5, November
1973)

142 pages 	 £ 2.00 $ 5.00 F 20.00

CODE OF LIBERALISATION OF

CAPITAL MOVEMENTS

(ISBN 92-64-11101-8, October
1973)

122 pages 	 £ 1.68 * 4.75 F 19.00

ISSUES OF REGIONAL POLICIES

(ISBN 92-64-11104-2, September
1973)

(see page 11)

276 pages 	 £ 2.30 t 6.50 F 26,00

POLLUTION BY THE PULP AND

PAPER INDUSTRY. Present situa¬

tion and trends. "Document " se¬

ries (ISBN 92-64-11117-4, Sep¬
tember 1973)

134 pages 	 £ 2.30 S 6.50 F 26.00

THE CEMENT INDUSTRY. Statis¬

tics 1972. Trend 1973/L'INDUS-
TRIE DU CIMENT

(ISBN 92-64-01136-6, October
1973)

44 pages 	 £ 0.90 « 2.25 F 9.00

OIL STATISTICS, 1972. Supply
and Disposal/STATISTIQUES PÉ¬
TROLIÈRES, 1 972
(ISBN 92-64-01150-1, November
1973)

180 pages 	 £ 3.00 S 7.50 F 30,00

PROVISIONAL OIL STATISTICS

BY QUARTERS/STATISTIQUES
PÉTROLIÈRES PROVISOIRES
PAR TRIMESTRE

1st quarter 1973

(ISBN 92-64-01131-5, September
1973)
2nd quarter 1973
(ISBN 92-64-01132-3, November
1973)

Each issue : 22 pages, bilingual . . £ 0.60
$ 1.50 F 6.00

Subscription. . . & 1 .80 % 4.50 F 18.00

INTERNATIONAL TOURISM AND

TOURISM POLICY IN OECD

MEMBER COUNTRIES 1973

(ISBN 92-64-11123-9, October
1973)

158 pages 	 £ 2.40 S 6.00 F 24.00

RESEARCH ON TRANSPORT

ECONOMICS, Vol. VI - N° 1 - May
1973/RECHERCHE EN MATIÈRE
D'ÉCONOMIE DES TRANSPORTS
(ISBN 92-821-0011-1, October
1973)

176 pages, bilingual. Subscription £ 10.60
$ 28.00 F 120.00

" Road Research " Series

OPTIMISATION OF ROAD ALIGN¬

MENT BY THE USE OF COMPU¬

TERS (ISBN 92-64-11106-9, Au¬
gust 1973)

1 18 pages 	 £ 0.98 £ 2.50 F 11.00

TECHNIQUES OF IMPROVING

URBAN CONDITIONS BY RES¬
TRAINT OF ROAD TRAFFIC

(ISBN 92-64-11116-6, September
1973)

192 pages 	 £ 1.42 $ 4.00 F 16.00

MAINTENANCE OF RURAL

ROADS (ISBN 92-64-11107-7,
September 1973)

172 pages 	 £ 1.24 S 3.50 F 14.00

URANIUM. Resources, production
and demand. A joint report by the
OECD Nuclear Energy Agency and
the International Atomic Energy
Agency, August 1973
(ISBN 92-64-11121-2, October
1973)

(see page 14)

142 pages 	 £ 1.76 $ 5.00 F 20.00

DEVELOPMENT CO-OPERATION.

Efforts and Policies of the Members

of the Development Assistance
Committee. 1973 REVIEW. Report
by Edwin M. Martin, Chairman of
the Development Assistance Com¬
mittee (ISBN 92-64-11146-8, No¬
vember 1973)

226 pages 	 £ 3.20 S 8.00 F 32.00

LIAISON BULLETIN N° 2 - 1973/
BULLETIN DE LIAISON N°2-1973

Government-sponsored social and
economic development research
(ISBN 92-64-01091-2, October
1973)

62 pages, bilingual	 £ 0.50 S 1 50
F 6.50

Subscription 1974 	 £ 2.60 $ 6 50
F 26.00

FOOD CONSUMPTION STATIS¬

TICS, 1955-1971/STATISTIQUES
DE LA CONSOMMATION DES
DENRÉES ALIMENTAIRES

(ISBN 92-64-01092-0, October
1973)

292 pages, bilingual £ 2.66 $ 7.50

F 30.00

MARKET FORECASTS FOR 1975

FOR CERTAIN FRUIT AND VEGE¬

TABLES. Apples, Pears, Peaches
and Tomatoes. " Document " series

(ISBN 92-64-11119-0, October
1973)

162 pages 	 £ 1 .86 S 5.25 F 21.00

THE FORMATION OF FOOD PRI¬

CES AND THEIR BEHAVIOUR
IN TIMES OF INFLATION

(ISBN 92-64-11105-0, September
1973)

124 pages 	 £ 0.88 $ 2.50 F 10.00

CHANGES IN THE PROCESSING

AND DISTRIBUTION OF MILK

AND MILK PRODUCTS. A CHAL¬

LENGE TO FARMERS, Vol. 1 :
FRANCE, NETHERLANDS, SWITZ¬
ERLAND. "Document" Series

(ISBN 92-64-11088-7, September
1973)

248 pages 	 £ 1 .76 % 5.00 F 20.00

" Agricultural Policy Reports " Se¬
ries :

AGRICULTURAL POLICY IN

GREECE (ISBN 92-64-11113-1,
October 1973)

56 pages 	 £ 0.62 % 1 .75 F 7.00

AGRICULTURAL POLICY IN

SWITZERLAND

(ISBN 92-64-11124-7, November
1973)

80 pages 	 £ 1.00 $ 2.50 F 10.00

OECD AGRICULTURAL REVIEW

N° 2 and N° 3 - 1973 (July and
September 1973)

Each issue : 32 pages. ... £ 0.40 % 1 .25
F 5.00

Subscription 1974 	 £ 1 .80 i 4 50
F 18.00

RECURRENT EDUCATION. A stra¬

tegy for lifelong learning
(ISBN 92-64-11079-8, August
1973)

92 pages 	 £ 0.88 % 2.50 F 10.00

CASE STUDIES OF EDUCATION¬

AL INNOVATION

II. AT THE REGIONAL LEVEL

(ISBN 92-64-11053-4, October
1973)

446 pages 	 £ 3.00 S 8.00 F 34.00

III. AT THE SCHOOL LEVEL

(ISBN 92-64-11036-4, September
1973)

328 pages 	 £ 2.00 % 6.00 F 25,00

ENVIRONMENTAL EDUCATION

AT UNIVERSITY LEVEL : TRENDS

AND DATA (ISBN 92-64-1 1 102-6,
November 1973)

322 pages 	 £ 2.66 S 7.50 F 30.00

LABOUR FORCE STATISTICS,
1960-1 971 /STATISTIQUES DE LA
POPULATION ACTIVE

(ISBN 92-64-01060-2, July 1973)

400 pages, bilingual	 £ 2.22 » 6.25
F 25.00

" international Seminars 1972-1 " :

NEW PATTERNS FOR WORKING

TIME. Final Report
(ISBN 92-64-11120-4, October
1973)

88 pages 	 £ 0.30 $ 2.25 F 9.00

THE UTILISATION OF HIGHLY

QUALIFIED PERSONNEL. Venice

Conference, 25th-27th October,
1971 (ISBN 92-64-11109-3, No¬
vember 1973)

428 pages 	 £ 2.85 $ 8.00 F 32.00

THE DEVELOPMENT OF ELEC¬

TRONIC DATA PROCESSING IN

MANPOWER AREAS

(ISBN 92-64-11188-2, October
1973)

352 pages 	 £ 3.00 S 8.50 F 36.00

OECD Informatics Studies " Se¬
ries :

N° 4 - AUTOMATED INFORMA¬

TION MANAGEMENT IN PUBLIC

ADMINISTRATION. Present Deve¬

lopments and Impact, by Klaus
Lenk (ISBN 92-64-11073-9, Au¬
gust 1973)

126 pages 	 £ 1 .42 $ 4.00 F 16.00

N° 5 - TOWARDS CENTRAL

GOVERNMENT COMPUTER

POLICIES.

Data Base Developments and In¬
ternational Dimensions

(ISBN 92-64-1 1100-X, November
1973)

216 pages 	 £ 1.68 S 4.75 F 19.00

EDUCATION AND TRAINING OF

INFORMATION SPECIALISTS FOR

THE 1970's, by Herbert Schur
" Document " Series

(ISBN 92-64-11094-1, September
1973)

88 pages 	 £ 0.70 t 2.00 F 8.00

MACROTHESAURUS. IV Edicion

Espahola (September 1 973)

458 pages .... £ 3.55 $ 10.00 F 40.00

OECD. HISTORY. AIMS. STRUC¬

TURE (June 1973)

60 pages. Free on request

OECD AT WORK FOR DEVELOP¬

MENT (June 1973)

70 pages. Free on request

OECD AT WORK FOR INDUSTRY

AND ENERGY (July 1973)
48 pages. Free on request
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