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The Need for Realism
by Emile van Lennep

Secretary General of OECD (1)

Looking at the international economic scene today, it is
clear that there is a need for realism a need to face up

to facts, and to adjust to changing circumstances. More

specifically I see three areas where the industrialised countries
need to face up to facts : these are energy, inflation and relations

with developing countries.

Energy
We have some reasons to be satisfied with the way industrialised

countries have responded to the immediate challenge of the oil
crisis. But the fact is that they are, and will remain, vulnerable to

changes in either the price or the supply of energy. Awareness of
this in the immediate aftermath of the crisis two years ago has

tended to wear off, aided by the recession- induced decline in oil

imports. The momentum behind national energy conservation
drives has slackened in some countries.

Significant progress has nevertheless been made at the interna¬
tional level. The 18 members of the International Energy Agency,

established just over a year ago within the framework of the
OECD, have recently reached agreement on a comprehensive

programme for long-term cooperation. This covers the conser¬
vation of energy, the development of new sources of supply, a
growing range of joint research and development projects in the
field of energy, and a minimum support price for oil to provide an
underpinning for new investment in energy-rich countries such as
the United States and Britain.

But this will not be enough unless our societies, led by our

governments, are prepared to shoulder the burdens of actually
increasing indigenous energy production of actually achieving
significantly greater conservation of actually tackling the
structural problems which exist, for example, in finding the right
balance between environmental protection and energy production.

These are all very long-term problems, but we must start to work
on them now. And we must continue to tackle them in an inter¬

national context. If not, we are likely to fall back into the familiar
scenario of conflicting national approaches which has characterised
our past responses to energy problems.

Inflation

The accelerating trend of inflation since the mid-1960s is proba¬
bly the single most serious and immediate threat to the economic
and political stability of the Western democracies. Experience
has shown only too clearly how dangerous are the distortions,

inequities and disincentives created by high and accelerating rates
of inflation. In the past it may have been possible to regard a
moderate and reasonably steady rate of inflation as a necessary

evil. Today, inflationary tendencies in a number of countries,

including Britain, have become so strong that governments have

been increasingly less able to honour their undertaking to maintain

high levels of employment, which has been one of the key features

of post-war prosperity.

There are many who are pessimistic about the prospects of

bringing the inflation of the 1970s under control. But I would like

to suggest that they may not be making enough allowance for our
capacity to learn from past mistakes. I believe there are now some
tentative but encouraging signs.

It has seemed all too possible that in reacting to the present

recession, the governments of the industrialised countries would

collectively overdo the switch to expansionary policies. This would
have been to repeat the mistake they made in the early 1970s. It
would almost inevitably have led to an early re-acceleration of
world-wide inflation, followed quite shortly by another recession.

It is therefore encouraging that the major countries have been very

conscious of this danger. As things stand now, the prospects are

for a rather moderate recovery in the OECD area this year. A

moderate recovery means that it will be some time before the

present high rates of unemployment are brought down to less
unacceptable levels. But if a resurgence of inflation can be avoided,
a moderate recovery should also be a sustainable recovery, during

which reasonable growth rates and satisfactory levels of employ¬
ment can be re-established on a more durable basis.

But this is by no means all that will be needed if we are to achieve
sustainable non-inflationary growth. Recent experience with an

extremely unpleasant combination of inflation and recession must
give new impetus to efforts to enlist the support of the social
partners in bringing inflation under control. Governments will have
to be more ready to face up to the hard choices that have to be
made between consumption and investment, between public and

private expenditure. Closer international co-operation will be
needed to provide better management of the world business cycle,
and to avoid the emergence of a global inflationary spiral between

the prices of raw materials and manufactures.

It would be wrong to be naively optimistic. It would also be

wrong to forget that much of our prosperity today is based on
lessons learned from the economic crisis of the 1930s. Our problems

now are both more complex and more truly international. But I

see no obvious reason why with the necessary political will
we should not be able to overcome them.

Relations with the Developing World
The industrialised countries have got to face up to a growing

assertiveness of developing countries. This is prompted primarily

by the pressing problems they are facing. Many developing coun¬
tries have made major progress in their economic and social
development, but a large number of them have not been in a posi¬
tion to advance sufficiently, and many are still faced with extremely

(1) From a speech delivered in London, 9th February 1976 to The
Pilgrims' Society.



severe problems of poverty and serious vulnerability of their
economies.

While the fundamental problems of poverty remain unresolved
for most developing countries, there has, at the same time, also
been a striking increase in the economic and political strength and
cohesion of developing countries as a group. The reversal of
bargaining power in the international oil market is only the most
dramatic manifestation of a wider trend which has been going on

for some time. Indeed, the developing countries have, in spite
of the growing differences in economic strength among them,

increasingly been able to define common attitudes in their relations
with the industrialised countries. They have become more confident

and effective in cooperating together to increase their bargaining

strength in the world-wide international negotiations.

The industrialised countries accept these facts. There is a new

awareness of our interdependence with developing countries as

well as among ourselves. And there is a clear recognition of the
seriousness of their fundamental problems and of the need, not of

talking to, but of talking with the developing countries as a group.

This new attitude found clear expression in the OECD Decla¬

ration on Relations with Developing Countries which the Foreign
Ministers of the OECD Member countries adopted at their

meeting in May last year. This Declaration, largely an initiative
of the British Foreign Secretary who chaired the meeting, was

meant to be a political signal. The industrialised countries grouped
together in the OECD expressed their firm determination to enter
into a meaningful dialogue with the developing countries, in all

appropriate fora, in order to make real progress towards a more
balanced and equitable structure of international economic rela¬
tions.

Since then, agreement has been reached on the establishment
of a new framework for negotiation with the developing countries

the so-called Conference on International Economic Coopera¬

tion in Paris. This Conference will enter a new and important

phase when its four commissions on energy, raw materials, deve¬
lopment and financial questions meet for the first time.

It is critically important that this new opportunity be grasped
wholeheartedly not in order to overturn the world's economic

system, but as a means for facing new problems and of considering

concrete, practical proposals for their solution.

It seems inescapable to me that our traditional approach to
development will not be enough. We will have to review the
policies, the norms, the rules and the decision-making structures
governing the relations between industrialised and developing
countries.

Many of the changes in the developing countries and in the
structure of international economic relations at which we should

aim will have profound effects upon our national policies and our

national economies. The dialogue will present the industrialised

countries with hard political choices. The OECD intends to
contribute to an effective dialogue by trying to evolve constructive

initiatives and to harmonize, where possible, the substantive

positions of its Member countries. Various committees and new

groups in the OECD will be used for this purpose.

Beyond declarations, resolutions, and procedural decisions, what
is now needed is concrete action.

It would be wrong to underestimate the difficulties that lie ahead,

and it would be unrealistic to expect a whole package of spectacular

new decisions to emerge in the short run. But in time the present

« Dialogue » may well be seen as having marked a new departure

in the relations between industrialised and developing countries.

Some Policy Initi<
by DAC Member:
The introduction of a comprehensive approach to develop¬

ment cooperation, in which aid is seen as one element of

a whole range of coordinated measures concerning trade,

commodities, monetary policy, industrial development and other
areas became a central issue for most OECD Governments in 1975.

This new approach was reflected in an OECD Declaration on
Relations with Developing Countries last May (1), in new pro¬

posals put forward at the Seventh Special Session of the UN
General Assembly and in new policy documents of a number of

Members of OECD's Development Assistance Committee

(DAC) (2).

The Norwegian Government submitted to Parliament a report -

on "Norway's Economic Relations with Developing Countries"

in April.

A 25-point "Programme for Cooperation with Developing .

Countries" was adopted by the German Cabinet in June, and a

"Report on the Development Cooperation Policy of the Federal
Government" was presented to Parliament in November.

The Canadian Government presented a new "Strategy for Inter¬

national Development Cooperation 1976-1980" in September.

Similar, although less extensive, policy documents were prepared
in France, the Netherlands and Switzerland.

In order to facilitate policy coordination under the compre¬

hensive approach, new administrative structures were introduced
in a number of countries:

In the United States, a Development Coordination Committee,

chaired by the Administrator of the Agency for International

Development (AID) and including representatives of other depart¬

ments and agencies, was established in February to examine the

United States' overall relations with the developing countries, to

assess the effects of policies towards these countries and improve
their coordination.

Interministerial Coordinating Committees were also established

in Canada and Norway.

Japan announced the creation of a Ministerial Council on

Foreign Economic Cooperation.

On the multilateral level, the Lomé Convention, signed in

February of 1975 (3) by the European Economic Community and

46 developing countries in Africa, the Caribbean and the Pacific,

represents a practical application of the comprehensive approach

to development cooperation, combining a package of aid, trade
and other measures including a scheme for the stabilisation of

export earnings (STABEX).

In the 1975 development cooperation budget of the Netherlands
funds were earmarked for the first time to restructure domestic

industry to make room for more imports from developing coun¬

tries. A similar measure was proposed to Parliament by the

Norwegian Government.

Plans for Increased Aid

Some DAC Members took further steps to increase their aid

volume in the next several years. In three of them, aid appro¬

priations are to reach or exceed 1 per cent of GNP:

In the Netherlands, a new rolling four-year plan for development

cooperation came into operation in 1975, calling for ODA appro-



utives in Development Cooperation
s in 1975

priations of more than 1 per cent of GNP, from 1976 onwards.

The Norwegian Government proposed in 1975 that ODA appro¬
priations should continue to increase after 1978 beyond the level

of 1 per cent of GNP planned for that year.

In Sweden, ODA appropriations voted in 1975 for fiscal year

1975-1976 amounted to 1 per cent of projected GNP, an increase

of 36 per cent over the previous year.

More Aid for the Poorest
The growing concern for the poorest among the developing

countries mainly those most affected by the current economic

situation and for the poorest people within the developing

countries, led to a re-orientation of policy and new measures
concerning the distribution of official development assistance in

most DAC countries, e.g.:

The new aid strategy announced by the Canadian Government

in September 1975 implies a concentration of bilateral aid on the

poorest recipients. No more than 10 per cent of Canada's bila¬

teral ODA will be allocated to countries with a per capita GNP
of over $ 375.

The 25-point action programme adopted by the German Govern¬

ment in June 1975 included as an objective greater concentration

of bilateral ODA on the very poor countries.

The Netherlands'" Government decided that, among some

20 "target countries", a priority group consisting mainly of the

poorest countries will receive both programme and project assis¬

tance. The aid budget for 1975 introduced a new category of aid

for the direct alleviation of poverty, to supplement aid for long-

term development.

In its October 1975 White Paper on aid policy, the United

Kingdom said that it would give an increasing emphasis in its
bilateral aid programme to the poorest countries, and that aid

should go increasingly to the poorest people.

Specific action to improve the financial terms of aid extended

to the poorest countries was announced by several governments;
conversely, harder conditions were introduced for some of the

richest developing countries (in some cases charging full payment
for technical assistance provided).

Canada declared in September 1975 that it will introduce a

standard set of concessional terms (interest-free, 50 years' matu¬

rity) for low-income countries.
The German Government announced in June 1975 a standard

set of concessional terms (0.75 per cent interest, 50 years' maturity)
for the least-developed countries and those most seriously affected

by the rise in oil prices.

The Netherlands stated that special terms (minimum grant

element of 60 per cent) will be introduced for poorer countries
such as India, Pakistan and Bangladesh.

The United Kingdom announced that as from June 1975 its

commitments to countries with a GNP per capita of less than

S200 will normally be in the form of grants. These countries will

also become eligible sources for procurement under ODA loans.

Under the Lomé Convention the 24 least developed States
associated with the EEC will receive payments under the STABEX

scheme in grant form.

(1) The OECD OBSERVER N° 75 May-June 1975.
(2) The examples cited are those connected with the work of the DAC.
(3) Ratification was completed in February of this year.

OPEC Countries as Aid Donors

1974-1975
The OPEC nations (1) are now established as an important new group of donor countries (see Table 1), and

a number of individual OPEC countries rank high on the list ofmajor sources ofaid and development finance. The
essential characteristics of their programmes have become clearer. At the same time, aid has

become a subject of international discussions involving OPEC and industrialised countries, as well as other
developing countries, in the United Nations, UNCTAD and the Conference on International Economic Cooperation

(CIEC). The following analysis of OPEC aid is part of the continuing work on this subject carried
out by OECD's Development Assistance Directorate which has more detailed material available.

Concessional Flows

The volume of concessional flows from OPEC countries, on a

disbursements basis, is substantial $2.5 billion (net) in 1974,

equivalent to 22.5 per cent of DAC disbursements. Saudi Arabia

was by far the largest OPEC donor with net disbursements in 1974

reaching $860 million. (Saudi Arabia ranked fifth among all

donors). The other most important OPEC donors were Iraq and
Iran with aid disbursements in the vicinity of $ 400 million. OPEC

aid was also large in relation to GNP. Qatar led with 4.6 per cent,
followed by the United Arab Emirates (around 3.9 per cent), Iraq

(3.1 per cent), Saudi Arabia (2.4 per cent) and some more modest
ratios for the other countries. The overall OPEC average was 1.4

per cent.

Preliminary estimates for 1975 indicate a small increase in
OPEC concessional disbursements of about $45 million to $2.6 bil-

(1) The OPEC donor countries considered are : Algeria, Iran, Iraq,
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates
(UAE) and Venezuela.



lion, of which $2 billion was probably bilateral and the remainder

disbursements to multilateral organisations, mainly newly-

created regional Arab institutions. Consequently, OPEC conces¬

sional aid disbursements are likely to have decreased in terms of

GNP (to 1.28 per cent). Commitments are thought to have de¬
clined somewhat from $4.2 billion in 1974 to $4.1 billion in 1975.

Of the latter almost 85 per cent was bilateral assistance. In terms
of disbursement Saudi Arabia was again by far the largest donor in

1975 ($900 million), followed by Iran and the United Arab

Emirates. Together, they provided more than two-thirds of 1975
OPEC aid disbursements.

There is a high degree of geographic concentration of OPEC aid.

While the work done on OPEC statistics so far, mainly in the OECD Secretariat, has led to the establishment ofstatistics covering qualitative

as well as quantitative aspects of OPEC flows, it must be stressed that the accuracy of these figures, although continuously being improved,

cannot be as great as that of the statistics on DAC flows. This is primarily due to the methods used to obtain the figures, which depend on

a variety of sources rather than direct information from the donor concerned.
Care also has to be taken in comparing the figures for OPECflows with those of DAC countries because of difficulties in applying DAC defi¬

nitional criteria to OPECflows. This is particularly true of comparisons concerning transactions defined as "official development assistance"
(ODA) or "concessional flows".

The DAC has developed the concept of ODA to refer to official transactions which have the promotion of economic development and welfare

as their main objective and which are provided at concessional financial terms (minimum grant element of 25 per cent, using a 10 per cent

discount rate). While every effort has been made to apply this definition in establishing the statistics for the various categories of OPEC

flows, there are two major difficulties ; first, the terms of transactions are not always clearly stated ; and second, the purpose of the transactions
is not always known. In particular, it is often difficult to classify transactions which have a quasi-military character. (Military transactions
are excludedfrom all DAC statistics, both for ODA andfor "other official flows" (OOF) .

1. Estimated Financial Flows from OPEC Members to Developing Countries

$ mi 'lion as per cent of total

1972 1973 1974 1975 1972 1973 1974 1975

ODA (Net)

DAC Countries 8,538 9,378 11,316 (12,700) 86 86 75 (78)

OPEC Countries 418 482 2,544 (2,589) 4 4 17 (16)

USSR & Eastern Europe 650 650 750 (450) 7 6 5 (3)

China 300 450 500 (450) 3 4 3 (3)

Total 9,906 10,960 15,110 (16,189) 100 100 100 100

Total Flows (Net)

DAC Countries 19,693 24,665 27,553 (30,000) 92 92 82 (82)

OPEC Countries 530 922 4,647 (5,589) 3 3 14 (15)

USSR & Eastern Europe 875 850 925 (600) 4 3 3 (2)

China 300 450 500 (450) 1 2 1 (1)

Total (1) 21,398 26,887 33,625 (36,639) 100 100 100 100

(1) Excluding relatively small flows from Luxembourg and South Africa, Data for DAC countries for 1972 through 1974 are precise figures. For the
other countries figures are Secretariat estimates, which are highly tentative for 1975.

2. OPEC Countries' Concessional Assistance

(net disbursements)

OPEC GNP per head
1974 (%)

in $ million % of GNP

Aid Donors 1973 1974 1975 1973 1974 1975

U.A.E. 25,000 85.6 288.9 403.7 3.57 3.86 4.64

Kuwait 14,000 148.1 274.8 337.7 3.22 2.24 2.82

Qatar 13,300 4.1 91.5 106.9 0.69 4.58 4.65

Libya 5,270 41.9 117.5 125.9 0.74 1.03 1.24

Saudi Arabia 4,180 180.7 861.3 901.4 1.74 2.45 2.59

Venezuela 2,380 1.0 56.0 24.9 0.01 0.21 0.09

Iran 1,430 2.7 397.4 458.4 0.01 0.89 0.81

Iraq 1,240 9.9 403.6 204.8 0.17 3.13 1.35

Algeria 740 3.1 42.8 15.8 0.04 0.37 0.12

Nigeria 250 5.0 9.9 9!7 0.04 0.06 0.05

Total 482.1 2,543.7 2,589.2 0.53 1.40 1.28



Four countries, Egypt (by far the largest recipient), Pakistan, Syria
and India received about 60 per cent of total bilateral disbursements

in 1974. In 1975, according to preliminary information, Jordan

replaced India as the fourth largest recipient, and, 1975 saw a ten¬

dency towards a wider geographic spread. For comparison, the

four largest recipients of bilateral ODA (2) from OECD's Develop¬
ment Assistance Committee (DAC) together received 26 per cent
of the DAC total in 1974. Assistance to developing countries with
per capita incomes of $ 200 or less accounted for about 40 per cent
of the ODA bilateral disbursements of OPEC in 1974; the corres¬

ponding proportion for DAC ODA was 56 per cent. The share of

multilateral assistance was 14 per cent for OPEC and 27 per cent

for DAC. Most of the OPEC commitments go to new regional
institutions under their direct control, rather than to the world¬

wide institutions (3).

It is particularly difficult to obtain definite information on the

financial terms of OPEC flows, but they are considerably harder

than those of DAC. The total grant element of OPEC ODA

commitments is estimated to be about 70 per cent (86 per cent for
DAC) due to a lower grant share (54 per cent as against 65 per cent)
and to harder loan terms (about 40 per cent grant element, as

against 60 per cent). During 1975 some OPEC countries partly,
no doubt, as a consequence of the reduced income from oil
committed financial resources increasingly in the form of invest¬
ments and non-concessional credits rather than ODA. Venezuela,

for instance, almost ceased to provide concessional assistance.

The main feature of the allocation of OPEC aid by purpose
(apart from the understandably small proportion of technical assis¬

tance) is the high share for general support which, on a disburse¬

ments basis, accounted for 50 per cent of 1974 bilateral aid (4).
Concessional credits for the sale of oil accounted for another

14 per cent. The remainder was tied import credits, relief assis¬

tance, project assistance and amounts for unspecified purposes.

In the short run, there are prospects of further increases in the
volume of OPEC aid disbursements. With commitments still

substantially higher than disbursements and taking into account
the heavy accumulation of undisbursed commitments of various

kinds and the recently announced OPEC Special Fund (see below),
disbursements may rise for one or two years. Looking further
ahead, it seems likely that some of the present donors will no
longer be running major surpluses on current account and will,

therefore, decline as major aid donors. Kuwait, Qatar, Saudi
Arabia, the UAE and possibly Libya are likely to maintain substan¬
tial balance-of-payments surpluses into the next decade, and they
will probably provide an even higher proportion of OPEC aid, than
the 64 per cent they provided in 1974 and 72 per cent in 1975.

Non- Concessional and Total Flows

In addition to ODA, OPEC countries committed and disbursed

substantial amounts of non-concessional flows in 1974 and 1975

mainly in the form of World Bank bond purchases. No complete
information is available on disbursements by semi-private banks
and institutions, but official non-concessional disbursements amoun¬

ted to at least $2.1 billion in 1974 and $3 billion in 1975 (5).
However, contrary to 1974, most disbursements in 1975 were made

bilaterally ($2 billion).

Total concessional and non-concessional flows from OPEC

donors thus reached about $4.6 billion in 1974. In absolute terms

Saudi Arabia ($1.5 billion) ranked seventh among donor countries,

Iran ($0.7 billion) eighth and Kuwait ($0.6 billion) ninth. During
1975 total disbursements seem to have reached $5.6 billion, about
a billion dollars more than in 1974.

(2) Vietnam (Republic), India, Indonesia and Bangladesh.
(3) The traditional multilateral institutions received 49 per cent of
OPEC multilateral contributions on a disbursements basis, but only 30 per
cent of commitments.

(4) Excluding war supporting assistance. Nevertheless, some general
support assistance might be used for miiitary purposes.
(5) The figures exclude OPEC contributions to the IMF Oil Facility
($1.8 billion in 1974 and 92.9 billion in 1975) which, in accordance with
normal IMFpractice, are not regarded as resource flows and which benefit
developed as well as developing countries. They also exclude participation
in Euro-currency financing.

Most Recent

Development Initiatives
A number of steps of considerable

importance for the developing countries

had already been taken by early 1976.

At the January meetings of the Interim
Committee of the IMF and the World

Bank-IMF Development Committee in
Jamaica it was agreed to establish the IMF

Trust Fund without delay. This Fund is to

be financed largely by the sale of 25 million

ounces of IMF gold over a four year

period. The resources, some $400 million

per year will be used to provide balance-
of-payments assistance on concessiona

terms to IMF members with low per-
capita incomes, initially below SDR 300.

Pending the agreed increase of IMF

quotas, the size of credit tranches was

increased by 45 per cent. This will give all

members, including developing countries,

correspondingly greater access to IMF
credit.

It has been agreed to liberalise the

IMF's Compensatory Financing Facility, a

step which will go some way towards

meeting the problems of developing
countries suffering from fluctuations in

their export earnings.

The Third Window facility of the World

Bank has now become operational and

will permit the extension of some S600
million of loans on intermediate terms to

poorer developing countries.

OECD Countries have publicly pledged
$366 million towards establishment of the

U.N. International Fund for Agricultural

Development (IFAD). The OPEC coun¬
tries' contribution is still to be decided.

Commodity and cash pledges for 1977-
78 to the value of $523 million have been

made for 1977-78 to the UN/FAO World
Food Programme by 45 countries from
OECD, OPEC and other countries.

The OPEC countries have agreed to set

up an $800 million Special Fund with
contributions from eleven countries. The

Fund, which must still be ratified by

contributing countries, is intended to pro¬

vide long-term interest-free loans to needy

developing countries without geographical
or political restrictions. Some portion of

the funds will go to the IFAD.



The Sahel .Time fc
THE NEW APPROACH

Some months ago Minister Dakouré of Upper Volta, Coordinator of the

CILSS (1), asked me to help in engaging the support of the international
community for the long-term development of the Sahel. This initiative

received strong backing from several members of the OECD Development Assis¬

tance Committee. The idea of a "Club des Amis du Sahel" has been widely

discussed in Europe, in the United States, in Africa and with other countries. At
the March 1975 Ministerial Meeting of the CILSS in Niamey, the Sahel Ministers

endorsed the idea of the Club and requested preparation of a specific proposal. In

response, an OECD mission consulted with officials of the Sahel governments as
to means for concerting efforts in support of long-term development.

In this way, the proposal for a "Club des Amis du Sahel" evolved progressively

among both the Sahel and donor countries a common fraternal response to a
shared need for a concertation for development. At their Meeting in Nouakchott

on December 23, 1975 the Sahel Chiefs of State hailed "initiatives to support

medium and long-term development efforts, especially the Club des Amis du
Sahel".

The underlying elements of the Club des Amis are as follows:

First, donor countries now have a clearer understanding of the greater efforts
which must be made to overcome the basic environmental and economic obstacles

to the development of the Sahel. They are more aware of the ecological fragility
of the Sahel region, as well as of its potential for long-term development. They

appreciate the importance of broad sectoral programmes and sustained major assis¬

tance to help break the distressing cycle of ecological and economic deterioration
in the region and, thereby realise the real potential for development and better lives

for the peoples of the Sahel.

Second, to cross the threshold of more effective development will require new and

bold perspectives and plans. The development approaches of the past may well
be inadequate to this challenging task. The Club must be oriented to the future,

to the longer-term, which means initiating broad programmes which will overcome

the basic structural problems of the Sahel. The principal obstacles to progress are

insufficient development of water resources, poor transport and communications,

declining productivity for livestock and agriculture, insufficient protection of nation¬

al resources, and the inadequate training of those called upon to plan and manage

development programmes. It is in these areas that broad sectorial programmes are
needed.

The purposes of the Club are to give tangible expression to the growing coope¬

ration among Sahel and donor countries to overcome these major structural prob¬

lems and to mobilise the longer-term support of the international community for

the development of the region. This cooperation must be based upon equal parti¬

cipation by all concerned, mutual confidence, and decision by consensus.

The support of donors should be broadly based, engaging all the friends of the

Sahel industrial countries, oil producing countries and international organisations.

The Club will be attentive to African development priorities and aims. Through

the Club, representatives of donor countries will better understand the major needs

and important development programmes for the Sahel region. In this way, the part¬
nership for development will be mutually reinforcing in the realisation of a new and

unique form of cooperation the "Club des Amis du Sahel" (2).

MAURICE J. WILLIAMS

CHAIRMAN, OECD'S DEVELOPMENT ASSISTANCE COMMITTEE

(1) Comité inter-États pour la lutte contre la sécheresse au Sahel.
(2) The inaugural meeting of the "Club des Amis du Sahel " will be held 29th-31st
March 1976 in Dakar Senegal.

The Sahelian countries are seeking a
The outstanding lesson of the drought is
resolving the basic structural problems
There is ample reason to believe that,
écologie and economic trends and realise

Some Indicators

of Poverty
At least five of the six Sahel countries

(Senegal is the exception) are, by virtually

all indicators and definitions, among the

poorest and least developed in the world.
A few of the conventional measures are

summarised in Table 1. Although the

data used is from the pre-drought period,
the situation has changed little and, in

some respects, poverty as measured by

the indicators has probably intensified.

Structural and

Ecological Reasons
for Poor Economic

Performance

The Sahel countries are intensely depen¬
dent on conditions and forces beyond their

influence. First and most basic is depen¬
dency on the vagaries of weather or, more

precisely, on rainfall. Agricultural pro¬
duction in these economies is overwhel¬

mingly rainfed; pasturage for animals and

output of staple foods depend on the
amount and distribution of rainfall, and

this is notoriously irregular.

The Sahel is also constrained by its

physical environment in another, more

fundamental sense. Its ecological balance

is terribly fragile, and less is known about

it than about gentler, more densely popu¬

lated, more intensively exploited regions.

This makes successful adaption more

demanding, and means that ecological

errors are at once more likely and more

costly. There is less margin in every

sense. For example, small shortfalls in

rainfall seem to have disproportionate
effects on plant growth. This derives

from the "rainfall/evaporative demand
relationship" where the amount of rain¬

fall is limited relative to evaporative
demand for water. In this instance even

minor changes in rainfall tend to have

magnified consequences. A related clima¬
tic phenomenon has also been noted; that



»r a NewApproach
new approach to overcome the twin disasters of long years of drought and underdevelopment.
how tenaciously the people of the Sahel have managed their survival and how they now are reorienting their energies to
ofenvironmental vulnerability and underdevelopment.
through cooperative planning and action, and with increased economic assistance, the Sahel can reverse deteriorating
the real potential of its unique natural and human ressources (1).

rainfall patterns in recent years have had a
kind of escalation character in the northern

parts of the Sahel: in years of good rain
these regions seem to get a far larger

amount than their expected "normal",

and in bad years they are much drier than
"normal". In this sense the ecological

system is easily thrown into imbalance and

Sahelian society is subject to uncommon

hazards, many of them beyond the effective

control of the people.

But apart from ecological factors, it is
not difficult to find other reasons for the

general economic stagnation or decline in

real output and income during the Sahel's

post-independence decade.

There is first of all the list of general

obstacles to economic expansion in this

region: limited resources, including the

quantity of good agricultural land ; small

numbers of trained people; limited orga¬

nisational and management capacities;

insufficient knowledge of the environment,
particularly its agricultural potential (there
is little in the way of field research,

work on locally suitable seed varieties

or experiments with fertilizers and

irrigation); unfavourable physical location

(700 to 1,500 miles 1,100 to 2,400 km

from seaports) with enormously high

transport costs as a result. Moreover,

all the Sahel countries had to adjust rapidly
to institutional realignments in the post-

independence period. These ranged from

slow and long-term matters such as the

erection of new, more indigenized admi¬
nistrative structures and reforms in edu¬

cational systems, to more immediate

day-to-day problems of managing their

development programmes.

The Economic Effects

of the Drought
It is too soon, of course, to make a full

assessment of the economic impact of the

drought. Data even for 1974 are incom¬

plete; and it will be years before the full

( 1) Elements of this article have been selected
from a study by Dr. Elliot Berg, University of
Michigan, entitled "The Economic Impact of
Drought and Inflation in the SaheT'.



1. Measures of Relative Poverty and Development

48.2 Life expectancy in 1966 (years) 31/7 26/ ,x: 40/5 39/? 37/6 32/7

874
Infant survival per 1,000 live births

840/61 877/52 810/68 800/72 907/41 818/66

62
Agricultural labor force as percentage

of economically active population (%)
92/79 90/75 89/74 96/81 74/52 87/70

13.56 Share of manufacturing in GDP in 1966(%) 5.0/71 6.0/67 1.4/79 11.0/53 13.7/39 2.0/78

427 Energy consumption per capita in
1966; kg. of coal equivalent

12/79 21/75 53/64 14/77 145/49 12/79

13.26 Share of non-primary products in
exports in 1966(%) 3.0/60 1.6/64 0.9/70 4.3/51 5.6/45 4.0/54

41.3 Literacy (%) 8/7 3/8 3/8 3 1 80 8/71 8/71

21
Enrolment in secondary education as

percentage of population aged
15-19 in 1964

2/78 7/59 2/78 1/81 9/55 2/78

208.7
Enrolment in higher education per

10,000 inhabitants in 1964
2/76 65/51 11/70 2/76 75/47 2/76

(1) 82 countries Source : Dr. Elliot Berg, The Recent Economic Evolution of the Sahel.

picture is clear. Enough information is

available, however, to permit description
of the main lines of Sahelian economic

evolution during these difficult years.

It is useful, in considering the effects of

drought, to group the effects into two
major categories: some effects are "rever¬

sible", others "irreversible". The irre¬

versible effects are of three main kinds:

loss of human life; permanent physiologi¬

cal damage to the affected population,

particularly children; irreparable ecolo¬

gical transformations such as destruction

of topsoil and permanent yielding of vege¬
tation to sand. The "reversible" effects

are those conventional dimensions of

drought's economic impact most stressed

by economists: effects on agricultural out¬

put, on size and structure of livestock
herds, on the general level of economic

activity, on budgets and the balance of

payments.

Irreversible Effects

Human Mortality. Undoubtedly many

deaths were caused by the generalised debi¬

litating effects of the drought and hence

greater vulnerability to sickness and

disease. It is impossible to find an appro¬

priate estimate of the numbers involved.

The most widely quoted assertion is that
100,000 deaths were due to the Sahel

drought, but this estimate is assumed to be

an upper limit based on the highest death
rate found in a number of nomad clusters

relative to the "normal" death rate for

West Africa. There is no adequate mea¬

sure for deprivation and shortened lives.

The lesson of the Sahel drought is not

that man succumbed to the drought but
rather how tenacious he has been in

managing his survival.

Physiological Damage. In the acute

phase of the 1973 drought, doctors from
the Center for Disease Control studied the

nutritional status of thousands of Sahel

children. They found significant num¬
bers seriously undernourished. Since it is

known that children in certain age groups

(e.g. post-weaning) are particularly vulne¬
rable, and since it is likewise suspected

that important physiological effects can be

associated with malnutrition (e.g. brain

cell growth), significant irreversible costs

may be involved.

Ecological Change. Drought raises soil

temperature and reduces its humidity.

As the topsoil heats up, its life-giving

organisms die and its physical composition

changes. It turns to dust, presumably

irretrievably. A related drought-induced

change has to do with changes in plant

cover, notably trees. Prolonged dry wea¬
ther lowers water tables, reduces soil

moisture and generally thins out plant

cover. On sandy hillsides, in particular,

plants lose out in their struggle against

suffocation. This phenomenon is also

related to the more popular notion of
"southward advance of the Sahara".

It is known that the drought and the

indiscriminate cutting of trees for fire¬

wood has resulted in a thinning of plant

cover in severely affected regions. Trees

not only on hillsides but in affected areas

in general have withered and died. The

acacia, which yield gum arabic, have

perished by the thousands in Senegal and

Mauritania. According to some esti-

jates, over 10 per cent of Senegal's acacia
trees have died. What is not so clear is

the extent and degree of permanence of
these changes. It is widely believed that
the "southward advance of the Sahara", is

10



not related directly to short-term varia¬
tions in rainfall, but rather derives from

the resultant imbalance in the ecosystem

between men, animals and pasture.

Reversible Effects

Livestock. A number of post-1973 herd
size estimates have now been made.

The results of these efforts reflected in

Table 2 must be accepted with considerable
caution. They show losses of about one-

third of the overall cattle population be¬
tween 1972 and 1973. This is somewhat

smaller than earlier estimates but is now

widely believed to be reasonably close to

reality, although it is still too early to be
sure.

In any case, the shrinkage of herd size

represents an enormous economic loss in
the short-term to the cattle-raising popu¬
lation of the Sahel. There are three

aspects to this loss: (a) smaller herd size
means a smaller flow of current income,

mainly because milk supplies are much
lower and the sale of animals may involve

higher real cost to the stock-raiser who
now has fewer animals and a changed herd

structure; (b) loss of cattle involves

reduction in income-generating assets

(capital stock). The wealth of herders has
thus been gravely diminished, as has that

of sedentary farmers who keep savings in
the form of cattle; (c) the drought has a

series of longer-term effects on the stock :

it caused generalised feeding deficiencies,

2. Size of Cattle Herds, 1970-1973
(thousands of head)

1971 ! 1972

Chad

Mali

Mauritania

Niger
Senegal
Upper Volta

4,500

5,000

2,600
4,000

2,600
2,700

4,600

5,300

2,500
4,100

2,700
2,500

4,700

5,000

2,300

4,200

2,500
2,600

3,000

3,300

1,600

2,700

2,200
2,200

% loss

1973/1972

37

34

30

36

25

15

Source : Dr. Elliot Berg "The Economic Impact of Drought and Inflation in the Sahel'

increased fractures, reduced fertility, indu¬

ced higher abortion rates, and reduced
survival rates of calves. All of this may

have future effects on the productivity of

herds. It will surely mean difficulties in

reconstituting them.

Agricultural Production. The dry years
between 1970 and 1974 had important

deterrent effects on agriculture. Table 3

shows the evolution of agricultural pro¬
duction since the mid-Sixties.

Balance of Payments Effects. It was

with respect to the balance of payments

that the drought was expected to have its
most striking economic impact. It was

predicted that it would widen already
sizeable trade deficits by reducing exports

(via its impact on agricultural and animal

production), increasing imports of needed
foods and increasing transport and related

charges for moving heavy food grains to
the Sahel from distant ports.

The incidence of the drought cannot be

separated from the major changes occur¬

ring at the same time in the world eco¬

nomy, notably the escalation of fuel and
food prices after 1972. These develop¬
ments raised grave challenges for the
Sahel. The Sahel countries produce no

petroleum and rely on oil as their main
source of fuel. Most are big food impor¬

ters. With the exception of Senegal and

Mauritania their geographical position

makes transport cost particularly burden¬
some. The drought-induced decline in

volumes of export commodities (peanuts,

Despite its extremely delicate ecological
balance, the Sahel has contrary to popular

belief development potential including
underutilised river basins.
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3. Agricultural Production, Principal Crops, 1968/69 - 1974/75
(1,000 tons)

¥/ / 1968/69 1969170 ' 1970/771 1971/72\I972l73\l973/74\ ' 974/75^^m
Forecast ^B

Millet +Sorghum
Chad 700 651 610 639 490 430 559

Mali 556 700 715 715 474 530 910

Mauritania 50 110 81 80 50 25 n.a.

Niger 948 1.384 1,100 1,230 1,130 780 1 134

Senegal 450 635 401 583 323 467 650

t/i

<

Upper Volta 925 830 770 772 769 1,138 900

Corn

oi Senegal 35 49 39 39 20 20 30
U-l

u Upper Volta 66 69 72 66 2 n.a. n.a.

Rice

Chad 35 37 39 51 25 30 35

Mali 80 96 98 117 60 48 120

Niger 39 38 37 37 32 23 28

Senegal 58 156 91 108 37 50 90

Upper Volta 29 31 36 37 29 n.a. n.a.

Cotton

Chad 149 117 95 109 104 115 121

Mali 50 51 59 74 72 58 67

Niger 1 11 10 8 5 1 8

ÛH Senegal 10 12 12 21 23 34 n.a.

0
oi
u

<
U

Upper Volta 32 36 24 28 33 27 29

Groundnuts

(unshelled)
Chad 99 115 96 75 75 76 80

Mali 96 136 158 152 134 120 145

Niger 177 207 144 171 140 50 30

Senegal 830 789 582 988 570 643 989

Upper Volta 75 75 78 66 67 63 n.a.

Source : Dr. Elliot Berg "The Economic Impact of Drought and Inflation in the Sahel'

cotton), meant the Sahel would not be able

to take advantage of the commodity price
boom in 1973-74 and that it would be

forced to have massive imports of food
and pay much higher oil prices. It is
no surprise that balance of payments
catastrophe was predicted.

Preoccupation with the impact of in¬
creases in petroleum prices, which under¬

lay in part the gloomy projections, was
certainly warranted. However, the Sahel

states were partially shielded from some

of the effects of oil price changes by their
very poverty, being among the half dozen

smallest users of energy in the world.

Average per capita consumption of energy
in the early 1970's was estimated to be

48 kg. of coal equivalent in the Sahel states,

compared with 348 for the developing
world as a whole and almost 2,000 for the

world. So while rising oil prices hurt
(especially in Senegal, more industrialised

than the other Sahel states), they were not

crippling. Petroleum products were un¬
der 10 per cent of total imports, in 1972,
and about 5 per cent in three of the six

states. In 1974 the import bill for petro¬
leum doubled or tripled while the share of
petroleum in total imports doubled in
most Sahel countries. However, oil im¬

ports still amounted to a relatively small
share of total imports, for example, only
11 per cent in Upper Volta and Mauri¬
tania, and 13 per cent in Senegal.

In contrast, the higher prices for grain
and sugar had greater impact. Food
imports were about a quarter of total
imports in Mauritania, Senegal and Mali
in the late 1960's and early 1970's. In
Upper Volta and Chad, food accounted

for nearly 20 per cent of total imports;
only in Niger were they as low as 1 1 per
cent. The trebling of wheat and rice
prices since then has been more serious in

balance of payments terms than the quintu¬

pling of crude oil prices. The significant

cost escalation of sugar has also been a

vital concern, since sugar imports in some

of the countries (Mali for example) also

accounted for a larger proportion of total

imports than petroleum.

In all the Sahel countries during these

years, governments purchased food grains
on the world market, in addition to seek¬

ing food aid. Accordingly, the value of

cereal imports rose nine-fold in Mali be¬

tween 1972 and 1974, (from 2 billion CFA

francs (2) in 1972 to 19 billion in 1974).
Drought emergency relief in Mali amoun¬

ted to the equivalent of 10 billion CFA
francs, or half the 1974 increase in the food

import bill. In 1974 food imports were
almost 60 per cent of Mali's total imports

and purchased food imports were 35 per

cent of the total. In 1974, food imports
cost Mali 60 per cent more than the total

value of its exports. In Senegal and Mau¬
ritania grain import costs doubled be¬

tween 1972 and 1973 and rose sharply
again in 1974 another 30 per cent in

Senegal.

Why then did the balance of payments

picture fail to turn out as badly as expec¬

ted? Put more broadly, why didn't

drought and world price inflation result

in generalised balance of payments disaster
in the Sahel?

Of the six Sahel states, five came through
the drought and the menace of world
inflation with their external economic sta¬

bility reasonably intact. Stability of
course is no goal in itself, and the stability
in question is one in which the Sahel eco¬

nomies remain at a very low level of deve¬
lopment and welfare. But the mainte¬
nance of an external market structure and

minimum deficits is nonetheless an impor¬
tant achievement under the circumstances.

A number of factors help explain this
rather unexpected outcome : first, and most

important in terms of resource availabi¬

lity, the favourable terms of trade enjoyed
by the Sahel through this period. Crude
oil, wheat, rice and sugar prices all soared

after 1972, but so did phosphates, copper,
iron ore, groundnut products, uranium
concentrates, and less persistently cot¬
ton. The Sahel states' low consumption
of fuel diluted the impact of crude oil price
rises, and food aid went a long way in
reducing the impact of increased food

prices. At the same time these specialised
economies temporarily benefited from the

price buoyancy of their main exports.

The second major factor was the inter¬
national aid response. As Table 4 shows,
disbursements to the region as a whole

(2) 100 CFA franc = $ 0.44



almost doubled between 1973 and 1974,

and probably stayed at this same level
or higher in 1975.

There was, finally, an array of lesser

factors of a compensatory or counter¬

vailing kind. Because of distress in affec¬

ted areas, outmigration increased and

employed citizens already abroad sent

home more money. Remittance inflows

thus increased very substantially. Tourism,

which had been slowly gathering steam in

Senegal, began to really advance, and

growth in tourist receipts was an impor¬
tant balancing element in Senegal in 1973

and 1974. In Niger, uranium mining

came on stream after 1973, bringing im¬

portant revenue increases for the budget

and important foreign exchange inflows for
the balance of payments. The same was
true for iron ore in Mauritania.

Future Opportunities
A number of the reversible consequences

of the drought favour the improvement of

long-term cooperation for major program¬

mes on a regional basis. It is precisely
for this reason that the DAC Chairman

of OECD's Development Assistance Com¬

mittee was requested to determine donor
and Sahelian interest in a more mature

form of development partnership. As a
result of consultations with concerned

parties, the Sahelian states have announced
the formation of the "Club des Amis du

Sahel". This new and unique forum of

concertation will have as its key objectives

the expression of long-term support for the

Sahel to facilitate information-sharing and

technology-transfer and to advance signi¬

ficantly the planning on major program¬
mes that could reverse the structural and

environmental handicaps of the region.

Expanded Intra-Sahel
Cooperation

If it has caused new tensions, the drought
has also brought the Sahel states closer

together in key areas. To coordinate

drought relief efforts, and also to make

joint proposals for regional development

(especially river development) schemes, a

number of coordinating bodies were crea¬

ted (Le Comité Inter Etats pour la Lutte

Contre la Sécheresse au Sahel), and some

which previously existed (Senegal River
Organisation, Lake Chad Basin Commis¬

sion) have been given new life.

The experience with the disaster of the

drought has signalled the need, both local¬

ly and in the world community, for closer

attention to the human and ecological

problems of the Sahel region. It can be

argued that major policy changes are

almost never initiated except by catastro¬

phic events. There certainly now exists a

far wider awareness of the delicacy of the

Sahel environment, the vulnerability of its

people and its resources, and the need to

know and do more to bring the region into

better ecological balance and its people to
a better life. Now their priorities are

being evolved in the broad sectors of water,

transportation, agriculture and livestock,
human and natural resources, for the more

balanced development of the region as a
whole.

New External Relations

This new awareness of the special needs

of the Sahel is also being translated in
more concrete terms into a much broader

and more intensive relationship among the
Sahel countries and the outside world.

Aid relationships have in particular be-

4. Net Receipts of DAC Bilateral ODA (1) and Flows from
Multilateral Agencies 1969-1974 (% million)

Chad 23.78 22.30 30.47 30.86 42.20 74.53

Mali 23.24 21.01 30.87 38.32 69.87 116.52

Mauritania 17.73 17.18 5.02 -2.13 14.26 81.73

Niger 33.24 31.47 37.94 43.07 70.95 142.65

Senegal 56.54 43.23 52.63 48.41 78.80 107.02

Upper Volta 23.93 22.03 29.29 34.72 59.56 98.36

Total 178.46 157.22 186.22 193.25 335.64 620.81

(1) Official Development Assistance
(2) Including Bilateral OPEC flows and receipts from Arab Multilateral Agencies.
Source : Development Assistance Committee, OECD.

come more diversified. The region is now

open to outside influences and help to a

much greater degree than five years ago.
The world has become involved in the

Sahel, and is not likely to drop this invol¬
vement quickly. This interest has been
translated in institutional terms into the

"Club des Amis du Sahel".

Restoration of Ecological
Balance

In the 1960's, the size of Sahel herds

grew very substantially. This was partly

due to government policies, anti-pest cam¬
paigns, provision of deep wells, etc. and

partly to the relatively abundant rainfall

of the decade. The 1 968- 1 974 drought cut
herd populations back to a size more

consistent with the carrying capacity of
the region at existing levels of technology.
This painful process of contraction is a

social benefit achieved at great private cost.

Stimulation of Innovative
Behaviour

The drought has stimulated adaptive
behaviour in a variety of ways. Farmers

and herders have shown quick responsi¬
veness in adjusting to harsh climatic

circumstances through funding of small,

quick-impact relief projects. Both herders

and farmers have engaged in a broader ran¬

ge of multiple resource conversions than

they had previously. For instance certain

nomadic groups have exploited opportuni¬
ties for vegetable farming and some sedent¬

ary groups benefited from fishing and cash

employment on reconstruction program¬
mes. It is indicative of an adaptive flexi¬

bility on the part of individual economic
agents and these economies as a whole

and suggests a greater receptiveness to
innovation, even to such basic cultural

changes as voluntary sedentarization of

nomadic people.

Availability of Resources

Contrary to popular belief, the Sahel

possesses a combination of unique resour¬

ces. For one, there exists a highly adapta¬

ble, resourceful and innovative population.
In complement, the under-utilised river

basins and areas being freed from the

threat of disease open up vast new areas

with more fertile soil and critical ground
and surface water resources. Given this

combination one could say that the pro¬
blems of the Sahel are solvable with avai¬

lable technology and substantial increases
in concessional assistance flows. This

claim is more difficult to make in other

poor regions of the world where enormous

population pressures on the land restrict
development options.
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Industrial

Cooperation
with

the Developing
Countries

The developing countries give high priority to

broadening their industrial base and securing for

themselves a larger share of world industrial production.

Industrial cooperation and better

ways of transferring technology

therefore rank high on their list of issues for the

" Dialogue " in the Commission for Development

established by the Conference on International

Economic Cooperation (1). The article that

follows describes some of the problems with which

this group will have to deal.

*

The Lima Declaration and Plan of Action on Industrial Deve¬

lopment and Cooperation (2) and the Resolution of the
Seventh Special Session of the United Nations General

Assembly identify a number of areas in which the developing
countries are seeking to improve their cooperative relation¬

ships with the industrialised nations.

OECD countries are prepared to work closely with the develop¬
ing nations to get pragmatic and constructive action underway ;
although it is of course the developing nations who must evolve
their own industrial strategies. Given the importance of the pri¬
vate sector in this field, action by OECD governments will mainly
consist in providing a general framework of policies and insti¬
tutional arrangements which can offer encouragement to and
incentives for industrial cooperation at all stages. They can
also contribute by providing financial and technical support, orga¬
nising informational and promotional activities in the broadest
sense and by practising trade policies which further open up their
markets to competitive industrial goods produced by developing
countries.

Financial and Technical

Support

Official Development Assistance (ODA)

Public aid programmes are one way of helping the developing
countries to expand their industrial base within the framework
of the economic and social priorities they have set. However,

in view of the importance of competing claims on necessarily
scarce official development assistance (ODA) resources, hard

(1) The OECD Ad Hoc High-Level Group on Economic Relations
between Member Countries and Developing Countries created by OECD's
Council in May 1975 has discussed the problem on several occasions.

(2) UNIDO (United Nations Industrial Development Organisation) .
Second General Conference.
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choices will have to be made about how to allocate these resources

by sector and project.

Remunerative industrial projects can generally attract commer¬

cial funds, but the use of aid funds in the industrial sector is jus¬

tified in certain cases, for example, to finance the creation of indus¬

trial zones and other supporting activities with high priority for

economic development. Official assistance may also be instru¬

mental in removing critical bottlenecks in infrastructure (transport

and communications, energy, industrial research and training, etc.),

and in linking industry with other sectors of the economy, espe¬

cially agriculture within the framework of a coherent policy for

rural development.

Official financial and technical assistance may also be of great

value if it is used to support developing countries' programmes to

establish or expand small and medium-sized firms' manufacturing

of finished and semi-finished products, handicraft and cottage

industries and industries using traditional skills to produce modern

goods.

There have also been many requests from developing countries

for assistance to industries processing local raw materials and

agro-allied industries.

The developing countries' own institutions industrial develop¬
ment banks and industrial information and promotion centres

can be powerful catalysts in stimulating industrial development

and can generate counterpart funds and additional capital from
domestic and foreign investors.

Incentives to Stimulate Non-ODA Flows

Non-ODA flows represent by far the most important component

of total external financing of industrialisation in the develop¬
ing countries. In the main, these flows are dictated by market
forces. However, a number of investment incentives have been

devised by OECD Member governments to stimulate such flows.

Cases in point are national investment and export credit insurance

schemes, fiscal measures and bilateral investment protection and
promotion agreements. (The International Centre for the Settle¬

ment of Investment Disputes created by the World Bank has an

important role to play in this context.)

Measures of this sort might conceivably be expanded or strength¬

ened in order, for example, to encourage foreign investors to

increase local training activities or to develop labour-intensive

technologies suited to local economic environments. However,

since incentives primarily favour investment in the better-off

developing countries, the use of official funds or tax exemptions

for these purposes does not immediately appear as a high priority
use for scarce budgetary resources.

Government incentives are usefully complemented by financial

and technical support from the public development finance corpo¬

rations of donor countries, as well as from the World Bank,

the International Finance Corporation and regional development

banks. The developing countries themselves can effectively pro¬

mote private flows by maintaining or establishing a favourable

investment climate. They can enhance the developmental contri¬

bution of such flows by making it clear into which sectors they
should be channelled.

Technical Assistance

The more advanced developing countries will be able to bene¬
fit from technical support services, offered at commercial terms

by private foreign investors, sometimes with official support
which might be reimbursable. As for the poorer countries, al¬

though they stand to benefit to some extent from such activities,

they would need to obtain official technical support on concess¬
ional terms.

Certain aspects of technical assistance are of particular impor¬
tance :

Strengthening the capacity of developing countries to evolve

effective industrial planning policies, to assess their industrial

potential, to undertake pre-investment studies, and to improve

project identification and preparation.

Helping the developing countries evolve a manpower policy

which effectively supports their industrial development. Such

a policy would provide for training programmes at all levels, both

in OECD countries and locally.

Sending the necessary specialised personnel to developing coun¬

tries to help in the initial stages of setting up and operating indus¬
trial projects, especially turn-key operations.

Encouraging the reintegration of manpower trained in OECD

countries into the industrialisation process of the developing
countries.

Industrial Information
and Promotion Activities

Direct financial and technical support measures are now being

supplemented more and more by a wide range of informational

and promotional activities designed to strengthen cooperation
with developing countries.

Intergovernmental Industrial
Co-operation Arrangements

Arrangements providing for industrial cooperation between

OECD countries and developing countries have increasingly

taken the form of intergovernmental agreements. They cover

such matters as the setting up of joint working groups in various

sectors (industry, manpower, education, technology, research,

energy, agriculture, trade and finance); the establishment of joint

business councils to gather and disseminate pertinent information

among the private sectors in the host and home countries; sup¬

port activities (trade missions, market surveys, feasibility stu¬

dies, etc.); joint ventures; training facilities; investment protection

and promotion agreements (investment and export credit guaran¬

tees, double taxation regulations, long-term supply and sales

contracts, etc.).

Given the great differences in local conditions and bilateral

relations from country to country, there is little to be gained

from trying to work out a standard-type agreement or specific

guidelines for intergovernmental industrial cooperation.
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Multilateral Measures

Bilateral industrial cooperation arrangements are comple¬
mented and reinforced by a number of multilateral institutions.

The EEC, acting within the framework of the Lomé Conven¬
tion (3) takes an integrated approach to industrial cooperation
between its members and 46 countries in Africa, the Caribbean

and the Pacific (ACP). The Lomé Convention provides for the
establishment of a centre for industrial development, to be manag¬

ed jointly by the Community and the ACP States. The centre
began operations early this year and will provide essentially prac¬
tical information about the conditions of and opportunities for

industrial cooperation.

The EEC, either through the Commission or through its Centre
for Industrial Development, will also provide specific industrial
support services, notably by carrying out pre-investment and feasi¬
bility studies, by facilitating the acquisition on favourable terms
of patents and other industrial property and by helping to establish
and expand industrial research facilities in ACP States.

The UNIDO Secretariat is undertaking a number of informa¬

tional and promotional activities in the field of industrial coope¬
ration. It has also been suggested that UNIDO might become

a clearing-house for the dissemination of publicly financed pre-
investment studies.

Promotion of

Industrial Exports
In addition to pursuing trade policies that favour developing

countries, OECD Members can actually encourage the expansion
of industrial exports from these countries by a variety of bilateral
and multilateral schemes to provide marketing information and
assistance. Such activities should be closely linked with other

OECD governmental schemes (financial aid for example) as
well as with private initiatives. It would be helpful if OECD
countries were to set up or strengthen national organisations to

promote trade with developing countries and to support the
UNCTAD/GATT International Trade Centre as well as regional
export and trade promotion centres which have been established
with similar objectives.

In practice, the governments of developed countries have only
limited scope for direct action in regard to industrial redeploy¬
ment, or restructuring of the international distribution of indus¬
trial locations. There are greater opportunities in the trade
field, particularly through improvements in the generalised system
of preferences on which OECD countries have agreed and which
has now become operative for all of the countries concerned.

(3) See page 5.

Adjustment of Industry to Imports
from the DevelopingWorld

Progress towards a more balanced and equitable evolu¬
tion of the world economy will necessarily be linked

to structural adjustment in the industrialised coun¬
tries, and to a considerable extent the acceptability of a new

pattern of industrial activity by these countries will depend on
the effectiveness and cost and political of measures

intended to bring about or facilitate such adjustments. It is
within this broad context that Paul Marc Henry, President of

OECD's Development Centre introduces a new book entitled
"Adjustment for Trade" published by the Development Centre
which reviews the "state of the art" of research on prob¬

lems of structural adjustment as well as some existing national
policies.

The industries examined include a number of those in which

increased imports from the developing countries are becoming
important the most typical examples being textiles and foot¬
wear and the studies refer to varied aspects of the adjustment
problem in Belgium, Canada, France, Japan, the Netherlands,
Sweden and the United Kingdom. This review leads to the con¬
clusion that structural adjustment policies specifically oriented
towards imports from developing countries are relatively rare.
In advanced economies, assistance for survival is more common

than assistance designed to shift factors of production (especially
labour) away from "declining industries". And most important,
adjustment assistance often takes the form of relief measures for
"problem cases" rather than making the absorption of imports
easier. Still rarer are "anticipatory" policies.

Assistance to trade adjustment is a fairly novel concept, still
recognised only in quite specialised circles, notes the Swedish
economist Goran Ohlin in a resume of the papers submitted.
But as a means of easing the process of trade liberalisation in
the relationship between developed and developing countries, it
engenders great hopes.
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There are divergent interpretations of adjustment assistance
as between countries, and the difference is more than a semantic

imprecision: it expresses the conflict of interests that arises in the
course of rapid change in trade patterns. And therefore it is
not surprising to find that in practice adjustment assistance often
results in bolstering defences against imports even when the
objective is to clear the ground for them. The greatest contri¬
bution to rapid reallocation has probably bee the pursuit of
expansionary policies, geared to full employment and a generally
high level of demand, which have the effect of making adjust¬
ment less painful for those concerned.

Structural problems in industrial economies are not primarily
due to competition from imports. Indeed the main characteristic
of industrial economies is incessant adaptation and adjustment
to new conditions, most of which arise from internal pressures

technical progress, new products, urbanisation and sectoral shifts.
Thus it may be difficult or meaningless to identify manpower
policies, financial aid to industry or other similar measures as
specifically oriented to trade adjustment. And in fact the dis¬
placement effect of imports from developing countries is minimal
when seen in relation to the magnitude of overall structural

change in industrialised countries, notes Prof. Ohlin on the basis
of the studies.

He further adds that the pursuit of an improved international
division of labour is not merely a matter of trade policy and
trade-focussed adjustment measures. Both developed and de¬
veloping countries must direct their attention to the whole com¬
plex of structural, regional, and employment policies in their
countries. If these policies are to promote rather than thwart
the expansion of exports from developing countries, they must
not remain politically and administratively isolated from trade
policy.



Economie Forecasting

The International Dimension

The large and partly unanticipated swings in eco¬

nomic activity which have characterised most OECD

economies in recent years have served to focus atten¬

tion on the mechanisms through which fluctuations in

economic activity in one country, or group of countries,

influence economic activity in partner countries. Un¬

less the international repercussions of cyclical move¬

ments in countries' economic activity are fully and

systematically taken into account, there is a danger

that both the accuracy of economic forecasts, and the

appropriateness of policy measures based on these

forecasts, will be seriously compromised. A key acti¬

vity of OECD is to help Member countries incorporate

the international dimension into their economic fore¬

casts and hence into their policy decisions.

The following article, describing the international

transmission and multiplier processes (see insetpages 18-

19) andsome approaches to quantitify ing them, is written

by Lee Samuelson, Head of the Econometric Unit in

OECD's Department of Economics and Statistics.

As international investment and foreign trade have

grown in importance, OECD economies have become
ever more sensitive to external impulses brought

about by economic developments in other Member countries.
Economic forecasting must of course take this growing inter¬

dependence into account. Individual countries, especially, those
for whom foreign trade is a major determinant of economic
activity, do attempt to allow for the increasingly important
external impulses. Because of OECD's international character
and the opportunity it has to follow developments and policies
in its Member countries which account for 73 per cent of

world trade the Organisation's forecasters are well placed to
take this interdependence into acount in systematic fashion.

The Mechanics of Forecasting
OECD's forecasting exercise is carried out at least twice

yearly, in spring and autumn. The procedures for forecasting
countries' domestic economic trends are similar to those of

national administrations, central banks and research institutes

of the countries concerned. It is the emphasis placed on securing
a set of forecasts that is globally consistent from both domestic
and international points of view, that serves to distinguish OECD
forecasting activities from those of any one Member country.

Each OECD forecasting round begins with preliminary fore¬
casts of domestic demand, imports and cost and price aggregates,

prepared by Country Desks experts who follow closely the
economies of one or more individual Member countries. These

forecasts are made on the basis of current economic indicators

and announced fiscal and monetary policies, with allowance

being made for any special factors that are likely to play a
role in the short term. The initial projections also involve

an assumption as to the evolution of exports. At the outset,
exports are regarded as exogenously determined, as they depend
on choices made not in the home country but rather in trading

partner countries.

While consistent in terms of each individual country's national

accounts, the initial forecasts are not likely to be compatible on

an international basis. For example, the level of imports em¬
bodied in the preliminary forecasts may imply a stronger, or
weaker, export picture than initially assumed. Therefore the
forecasts for individual countries are passed to balance-of-pay¬

ments experts who, taking as a point of departure Country
Desks' initial import forecasts, as well as their best judgement
as to likely imports of the non-OECD countries from the OECD
area (1), work out an estimate of total exports for the OECD as

a whole and how this total will be distributed country by country.

The balance-of-payments experts take into account not only past
trading patterns, but also such elements as relative export prices,
exchange rates and export capacity.

While consistent on an international basis, the resulting export

figures themselves may not be compatible with those assumed

(1) Projections are made for six non-OECD areas oil producers,
the Sino-Soviet zone, relatively developed non-OECD countries and
three groups of developing countries which are not producers of oil.
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when preparing the preliminary forecasts of individual countries'
economic activity. Since the export outlook, whether stronger
or weaker than initially assumed, will have implications for each
country's own level of activity, the export figures for each
country are passed back to the Country Desks, completing the
first iteration of a forecasting round.

A second iteration begins when individual Country Desks
adjust their own estimates of domestic activity to a revised, inter¬
nationally consistent, export outlook, thereby taking into account
impulses emanating from other countries. Because of the sen¬
sitivity of countries' imports to changes in economic activity,
new import forecasts are prepared for each country, which are
again sent to balance-of-payments experts for reconciliation.
A further revised set of export forecasts is then passed back to
Country Desks, completing the second iteration in the forecast¬
ing round.

The Use of Econometric Methods

In principle further iterations take place, until a globally
consistent set of forecasts making due allowance for domestic
and international adjustment processes is achieved. In practice,
however, only two cycles of revision and re-revision are possible
over a period of about a month. That this should be the case

is easily understandable, given the enormous quantities of data

to be gathered, analysed and imbedded in a consistent frame

work for each of the more than twenty OECD countries, as

well as the various groupings of non-OECD countries.

The problems inherent in handling these large quantities of
data are, in fact, compounded by the flow of new information
during a forecasting round policy changes, updating of current
economic indicators, revisions to historical data. In principle,

the iterative procedure would begin again with each newly
arrived piece of information, so that it might be consistently
integrated into the global forecast picture. From an organisa¬
tional point of view, however, this would clearly be impractical,

if not impossible. On the other hand, the cumulative effects of

additional information could become quite important, and serious
forecast errors could result from failure to take them into

account.

With these considerations in mind, a computerised econo¬

metric model has been developed, which allows for the iterative

process to work fully through, as well as for new information to

be consistently integrated into the forecast picture. The model
appropriately called STEP (the Short-Term Economic Prospects
model) simulates the behaviour of the OECD economies,

linking them, and the non-OECD area, through international

trade flows (2). With the STEP model, the iterative process

that leads to a globally consistent set of forecasts is carried to

completion in a matter of minutes.

Any econometric model necessarily involves some simplifica-

The International Transmission and Multiplier Process
An Illustrative Example

// the world consisted of two countries

only a "home" country and a "partner"

country what would be the effect on both

of an autonomous increase in domestic ex¬

penditure in the home country? This dia¬

gram traces through the effect, which might

reflect a deliberate fiscal or monetary

policy measure or, alternatively, be related

to changed consumer or business spending
behaviour. Irrespective of its origin, the

additional autonomous domestic expendi¬

ture represents a stimulus to the home

economy. This stimulus not only results

in a direct, mechanical increase in domestic

demand (1), but also initiates a domestic

multiplier process that gives rise to even

further increases in domestic demand (2).

The increase in domestic demand, in

turn, tends to increase the home country's

demand for imports (3). (By how much

depends on the import elasticity). The

change in domestic demand, together with
the induced change in imports, serve to
define, for the home country, a correspond¬
ing change in that country's GNP.

Were the home country to be consider¬

ed in isolation, adjustment of the home

economy to the autonomous expenditure

change could be considered complete. From

a global point of view, however, this is not

the case: the repercussions of the home

country's adjustment on the partner coun¬

try, and the associated feedback effects, are

yet to be taken into account.

For the partner country, the direct con¬

sequence of an increase in the home coun¬

try's imports is a corresponding increase in

exports (4). In much the same way that the

autonomous increase in domestic expen¬

diture represented a source of stimulus to

economic activity in the home country,

increased exports are a source of stimulus

to the economy of the partner country.
This increase in partner countries' exports,
as is illustrated in the diagram, also leads,

through the domestic multiplier process, to
further increases in domestic demand (5).

The increase in the partner country's
exports and the subsequent induced in¬

creases in domestic demand, serve to de¬

termine an increase in that country's GNP.

This is the essence of the international

transmission process: an autonomous expen¬

diture change in a given country will have

repercussions for economic activity in any

partner country.

The global adjustment process is not

yet complete, however. Further rounds of

adjustment of both trade flows and eco¬

nomic activity in both countries will be

involved; the cumulative effects serve to

define the international multiplier process.

The increase in demand in the partner

country gives rise to an increase in partner

country imports (6) which is fed back to

the home country in the form of an increase

in exports (7). This increase in exports of

the home country represents a further

source of stimulus to that country's econo¬

mic activity, serving to reinforce the effects

of the initial increase in expenditure. This

additional source of stimulus can be viewed

as an "echo effect". An impulse trans¬

mitted to the partner country via a change

in trade flows is, in effect, retransmitted, or

echoed back to the country in which the

impulse originated.

It is readily appreciated that this second

round of stimulus gives rise to further

adjustments, with multiplier effects, of do¬

mestic economic activity in the home coun¬

try. These, in turn, result in a further in¬

crease in imports, reinforcing the external

stimulus to partner country economic activ¬

ity, and so on. This process of simultaneous

and mutually reinforcing adjustment and

readjustment of trade flows and economic

activity continues as the mutual inter¬

actions of the two economies work them¬

selves through.
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tion of the complex relationships among the variables with which

it deals. A noteworthy feature of the STEP model is that

an initial set of "benchmark" forecasts, involving important
judgemental elements, is a key input. In other words, the model
is not intended to be an independent source of forecasts, but
rather is designed to ensure consistency in the revisions that are
being made to the benchmark forecasts. The simultaneous deter¬

mination of trade flows and domestic economic trends, as the

successive iterations are carried out, ensures that the mutual
interactions of all economies are taken into account. The STEP

model also provides a convenient framework for assessing the
sensitivity of forecasts to alternative assumptions.

The Role of National Forecasters

The resulting forecasts of domestic and balance of payments

trends are presented to a group of national forecasters from
OECD capitals, who meet in Paris twice yearly as the Working
Group on Short-Term Economic Prospects. The national fore¬
casters from Central Banks, Finance Ministries, Councils of

Economic Advisers bring their own forecasts to compare with,
and confront, those of the OECD. Discussion in the Working

Group is of a technical nature, in the sense that it tries to
estimate the most likely developments over the subsequent

12 to 18 months on the basis of existing policies. It does not

discuss whether or not the forecast developments are desirable

or whether economic policy should change as a result of the
forecast picture. This is the task of the OECD's Economic

Policy Committee which meets one to two weeks later.

Within the Working Group, national forecasters themselves
must come to grips with the international dimension as regards
forecasts for their respective economies. The process of confron¬
tation and consultation on respective forecasts, and envisaged
policy measures, leads to a clearer appreciation of probable
developments in each of the OECD economies and the likely

impact of these economies on one another. As a result, national

forecasters are often led to revise sometimes substantially
their own preliminary estimates.

Discussion in OECD's Economic Policy Committee is directed

largely to the formulation of internationally coordinated policy
measures which, when taken collectively, will be consistent with
each country's particular objectives.

Because of the interdependence of the OECD economies (see

inset 2), failure to coordinate policy programmes could result
in a tendency for their effects to cancel out, with the result that

no country's objectives would be realised. On the other hand,

a simultaneous, but uncoordinated, adoption of broadly similar
policy measures could lead to a serious overshooting of policy

(2) For an early description of this model, see "OECD Economic
Outlook - Occasional Studies", December 1973.

Home

Country

Partner

Country
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targets, because of the mutually reinforcing effects of what has

come to be known as the international multiplier process.
The potential importance of the international multiplier pro¬

cess may not have been fully appreciated in the past. That this
should be the case is perhaps attributable to the largely asyn¬
chronous movements of economic trends in the 1960s; for it is

when countries are experiencing synchronised movement in
economic activity that the international multiplier process
makes its effects felt most strongly. In recent years the coinci¬
dence of economic trends has given rise to wider swings in
economic activity than country-by-country analysis of domestic
policies would have suggested. Multiplier effects associated
with the international transmission process were clearly involved:
rapid rates of economic growth in most OECD countries in the
early 1970s gave rise to strong increases in the volume of world
trade, which served to further stimulate already buoyant eco¬
nomic activity. Similarly, the widespread and persistent recession
of the mid-1970s not only led to a decline in world trade, but
was in turn reinforced by that decline.

Quantifying the International
Multiplier Process

Given the importance of the matter both for forecasting and
policy making, OECD has attempted to throw some light on the
potential magnitude of the international multiplier effect if syn¬
chronised expansionary measures were to be taken in each of
the OECD countries. Simulation studies addressed to this ques¬
tion have been carried out with the STEP model. The results

suggest that the international multiplier process could augment

the overall impact of synchronised expansionary measures by
half-again what might be concluded on the basis of a country-
by-country analysis.

A numerical illustration can serve to elucidate the point.
A survey of national econometric models, other available econo¬

metric evidence and expert opinion indicates that the value of
the domestic multiplier for the "average" OECD economy is
approximately If: an autonomous injection of $1 billion into
the country's economy would increase GNP by $1.75 billion
if the country were considered in isolation. (Actual effects would

or course vary from country to country). If, on the other hand,
due allowance is made for the international multiplier process,
the average response in economic activity of each country to the
synchronised policy measures could well exceed $2.5 billion.

(In other words due to synchronisation of the upswings, their
amplitude would be li times as great as might otherwise have
been expected).

These considerations serve to underline the importance of
taking into account the repercussions of the international multi¬
plier process. If a country were to neglect them, it could end
up adopting policy measures that on the upside would lead
to unforeseen and perhaps undesirably rapid rates of growth or.
on the downside, recession. Many economists feel this may have
been an important factor contributing to economic developments
in the early Seventies, when a synchronised upswing of un¬
anticipated magnitude was followed by a synchronised downswing
of unforeseen depth and duration. Now many economic policy
makers are beginning to express concern that a similar cycle
of synchronised over-rapid expansion and recession could recur.

In view of the simultaneous adoption of expansionary policy
measures in many OECD countries, at a time when available

I

A New Look at the Future
Governments are now experiencing the need to make
their day-to-day policy decisions in the context of
various assumptions about the longer-term future and
also to take a wider range of social, economic,
environmental and other relevant elements into

account. OECD has just launched a major research
programme to provide the necessary insights into
possible alternative patterns of longer-term
development.

Increasingly conscious of the need to re-examine their policy
approaches in the face of rapid change and growing complex¬
ity in the world economy, a number of OECD Member

governments decided to invite the Organisation to examine system¬
atically the future of industrialised societies in their international

context. OECD's Council has accordingly approved a three-year
project costing an estimated $4 million and underwritten by the
following 14 Member governments : Belgium, Canada, Denmark,
Finland, France, Germany, Italy, Japan, Netherlands, Norway,
Sweden, Switzerland, United Kingdom and United States.

Possible patterns of evolution in advanced industrial societies

will be examined by a research team of about 15 full-time experts
drawn from a number of different disciplines. The study will

SECRI

GEN

examine longer-term inter-relationships both among OECD

countries and between them and the various regions of the world,

particularly the developing countries. It will therefore provide a
valuable longer-term insight into some of the problems to be
tackled in the Dialogue between industrialised and developing
countries.

The project will explore issues and opportunities in the longer-
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Impact of Expenditure
Increases in Large Countries
This chart shows how the international transmission process might work

for individual countries (I).

Although the effects of increases in expenditures in the United States
and Japan are felt very largely at home (over three-quarters and two-
thirds of the total effects respectively) , nearly one-half of the total effect
of increased expenditures in Germany may be felt in other countries.

Increased demand in Germany has a particularly marked impact on
the rest of Europe: an additional dollar expenditure in Germany may
have over three times the effect of the same expenditure in the United
States.

Such is the immense size of the United States economy, that an increase
in demand in that country has a greater effect on the smaller countries

than an equivalent increase in Germany. An increase in demand in
the United States also has significant effects on Canada, Japan and
Germany.

(I) See "OECD Economic Outlook No. 18" December 1975.
The figures are derived from simulations carried out with the STEP model.

They should be regarded as no more than orders of magnitude, indicating
possible international effects of autonomous increases in domestic demand
in the three countries after allowance for the impact of foreign trade, secondary
repercussions and multiplier effects.

Increase of % 1 billion
in autonomous

expenditures

of

US Japan Germany

US 2.00 0.30 0.25

Japan 0.10 2.00 0.10

Germany 0.15 0.15 1.60

Other

Europe
0.25 0.30 0.90

Canada 0.10 0.05 0.05

indicators suggest most OECD economies are poised for re¬
covery, this concern appears to be justified. Another round of
synchronised, excessively rapid expansion could aggravate infla¬
tionary pressures, in turn setting the stage for subsequent re

cession. This is an important consideration for the coming years,
to be balanced against the imperative of rapid elimination of
economic slack and unemployment that still persist in many
OECD countries.

of Industrialised Societies
Jacques Lesourne, Director of the project (left) with OECD's
Secretary General, Emile van Lennep.

"One of the original features of the project will be a
continuous intellectual exchange between the research group
and government officials in Member countries."
"To have as wide a range of insights as possible, it will be
necessary to develop several different methods of thinking
simultaneously. "

term future, well beyond the time period to which governments and

international organisations can generally give their attention. It

will focus not only on alternatives but on the interaction of various

problems, opportunities and choices and on the potential conse¬

quences of today's decisions. One feature should be a questioning

of the implicit, and perhaps well entrenched, assumptions behind
policy decisions.

The results of the exploration of these global, longer-term

developments will be made relevant to national policy-making in
three ways :

The programme provides for regular exchanges between the

research team and senior policy officials directly concerned with

decision-making on specific issues which are identified by research.

Broad guidance on the research programme will be given by a

project steering committee composed of top-level government
officials.

A small panel of independent experts will be invited by OECD's

Secretary General to advise both the research team and the stee¬

ring committee.

In assessing longer-term developments both within the indus¬
trialised world and between advanced industrial societies and

developing countries, the research programme will take into
account the consequences of socio-cultural trends, potential
problems and opportunities related to energy, raw materials,
environment, and the future evolution of international economic

structures and systems in response to growing interdependence.

The first phase of the project will be devoted to an operational

definition of the main topics, within the broad areas described
above, on which the research should be focussed.

The project, entitled "The Future Development of Advanced

Industrial Societies in Harmony with that of Developing Countries" ;

was worked out by an ad hoc OECD group of government experts

under the chairmanship of Professor Saburo Okita, President

of the Japanese Overseas Development Fund. The project director,
to head the OECD Secretariat team of researchers, is Professor

Jacques François Lesourne, professor of economics and formerly
head of the SEMA-METRA group of consulting firms.
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Employment : Focus ofMinisterial
Some 15 million men and women in the OECD Member countries are unemployed, and this figure

underestimates the extent to which human resources are being under -utilised. It is one of the main factors which
prompted Labour Ministers to meet on 4th and 5th March 1976 at the Organisation's headquarters.

There is a growing realisation that the defensive mechanisms introduced to protect employment and
guarantee a minimum income for the unemployed are beginning to lose their effectiveness because of the depth
and duration of the recession. The recovery, which is beginning in a number of countries, will not materially

reduce unemploymentfor some time because of the degree ofunder-utilisation of those already employed.

This is the general context for discussions at the Ministerial meeting; the main topics included were : measures to
stimulate job creation; equity in employment ; migration, mobility and adaptation of manpower ;

positive action to accompany income maintenance for the unemployed.

The Quantitative Picture

The rise in production between 1960 and 1970 was accompanied
by an expansion in employment in all Member countries, with the

exception of Austria and Italy. But fluctuations in employment
were greater than in production. One of the main characteristics

of the current recession is that its effects on employment have been

smaller than might have been expected in view of the substantial

fall in production, although employment has risen more slowly

than during the Sixties. As to unemployment, severe though it
has been during the recession, it is less than what was anticipated

or what one might expect considering the size of the drop in out¬
put.

In part, this is because a good deal of the slack which has deve¬

loped in the labour market during the recession has been absorbed

by various measures to prevent the emergence of overt unemploy¬
ment. Working hours have fallen in a number of countries;

jobs have been preserved by selective subsidies to employers, by

restrictions on dismissals or by deterrents such as redundancy pay¬
ments.

Figures indicate that working hours in all countries have dropped

more than the 1960-70 trend would have suggested, the largest

decrease having occurred in Japan. The fall in working hours

explains some of the decline in productivity which has taken place
but by no means the whole of it.

The incidence of unemployment is higher for women than for

men in many countries and for the younger age groups in the

labour force. Before the recession, young people under the age
of 25 accounted for a large part of total unemployment, more than

half in some countries such as Australia and Italy. The effect of the

recession on the incidence of unemployment has varied conside¬

rably among the main age-groups: there has been a larger increase

in the unemployment of young people than of other groups in
Canada, France and the United Kingdom, but the increase has

been greater among people aged 25-54 in Australia, Germany,
Japan and the United States. In many countries, the incidence of

unemployment varies considerably from region to region.

Levels of migration in European countries have been affected by
the recession. The number of foreign workers rose rapidly in some

European countries in the Sixties and early Seventies, and it is

clear that the situation has changed appreciably since 1973.

In some countries, there have been changes in participation
rates during the recession. This is particularly true in Japan,
where the number of women in the labour force has declined. In

some other countries, however, there may have been a contrary
movement as additional workers entered the labour force to sus¬

tain family income.

An important indication of weakness in the employment situa¬
tion is the number of job vacancies, which was low in 1975 compa¬
red with 1974 or with the Sixties, save in the case of Sweden. It

seems likely that vacancies will remain low well after the recovery

in output because of the under-utilisation of employed manpower
during the recession.

New Phenomena

But these facts are only the quantification of more complex
phenomena, some of them qualitative and structural in nature,

which have become evident over the last few years. One example
is the combination of high rates of inflation and unemployment
appearing simultaneously. A number of unprecedented shocks

to world markets, such as the reduction in petroleum supplies,
shortages of food and raw materials, have also contributed to the

problems.

Macro-economic policies both fiscal and monetary continue to

be central in governmental efforts to prevent economic activity
from slowing down and to limit any further increase in rates of

inflation; but many governments have not felt themselves able to

expand overall activity more rapidly because of the serious danger

that this would inevitably lay the groundwork for an even more

serious recession. New links therefore need to be forged between
macro-economic policy and selective employment and manpower

policies so as to entail a minimum of inflationary effects.

The unemployment/inflation dilemma must be dealt with in the

context of longer-term developments which affect governments'

ability to stabilise total employment at a level of full manpower
utilisation.

These developments include: new demands for job security and

more liberal social security systems; the tendency for the risks of

unemployment to be particularly concentrated on disadvantaged

groups and areas so that special measures must be developed to
provide them with adequate employment opportunities; the
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Meeting at OECD
increasing number of families in which both parents work and in
which the employed women are seeking educational, working,
social-security and family arrangements which reflect their aspira¬
tions to equality; increasing demands for a more equitable distri¬
bution of incomes; the need to adjust to new relationships with

developing countries; the increasing speed of diffusion of techno¬
logical innovation; the rising level of education and increasing
occupational specialisation which make it necessary to have more
coherence in the educational system and working life; rising expec¬

tations regarding careers and the quality of working life; and the
growing proportion of each country's national income being
devoted to government budgets and social insurance systems.

Another factor has been the internationalisation of Member

countries' economies. Industrial and commercial ties have been

strengthened not only through trade in goods and services but also
through exchanges of industrial capacity and movements of
investment capital and workers with their families. As a general
rule, the influx of migrant workers to certain major industrialised
countries in Europe has helped to make up for the shortage of
manpower and contributed to the growth of consumer demand,
thus playing a role similar to the one historically played by immi¬
gration in North America and Australia. In addition, workers in
certain of the more industrially developed Member countries are

showing growing reluctance to accept relatively badly paid and
disagreeable work or jobs in isolated places. This has induced
employers to look elsewhere to fill these types of jobs. The process
has benefited both home and host countries as well as the migrants

themselves. But although migratory flows can be desirable in a
period of sustained and rapid economic growth, they become
difficult to reconcile with higher rates of unemployment.

Given the impossibility of predicting Member countries' growth
rates for the medium- and long-term, these structural changes make

it difficult to forecast exactly the overall rate of unemployment. But

there is a risk that it will remain high compared with past levels

and that it will particularly affect, although in different ways, cer¬

tain groups, regions and industries. Many people will still have
difficulty finding and keeping a satisfactory job, even under reason¬
able growth conditions. Governments will, therefore, not only
have to work out policies to reduce the gap between employment
targets and their fulfillment; they will also have to devise a new
kind of full employment policy adapted to the economic and social
conditions of the years to come.

It is almost certain, in any event, that continuing inflationary

pressures will prevent extensive reliance on traditional budgetary
and monetary policies to bring about a growth in demand sufficient
to reduce unemployment to rates that would be acceptable by the
standards of previous years. Yet persistently high unemployment
rates may give rise to pressures for policies that will be dangerously
inflationary unless the reduction of unemployment can in part be
brought about by strict application of selective employment and
manpower policies. If governments wish to achieve the highest
possible levels of employment despite the constraints imposed by
the current economic situation, they will have to concentrate more

than they have so far on policies to reduce unemployment selec¬
tively, especially for the benefit of those who bear an increasingly
disproportionate share of the economic and social burden which
unemployment represents.
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WHAT HAS HAPPENED TO
INFLATION ?

In the twelve months to December

1975 the rise in OECD consumer

prices slowed down to 9.2 per cent

from 14.2 per cent over the previous
12 month period. This reflected a dece¬

leration in the majority of Member

countries, nine of which brought the rate

of inflation down to a one digit level.

There was also some shrinkage of the

inflation differentials as between coun¬

tries. Indeed, an important reason why
the average price increase fell is that
some of the countries with the worst

performance earlier moved down. In

particular, both Italy and Japan moved
nearer to the average OECD inflation
rate. A few smaller countries also did

somewhat better than during the Decem

ber 1973 - December 1974 period. But

this is not to say that the spread of infla¬
tion rates between countries does not

still remain large. The latest OECD

Economic Outlook (December 1975) fore¬

cast a levelling-out of OECD consumer

price increases at an annual rate of about

8 per cent in 1976.

CONSUMER PRICES

Percentages changes, 1975 as compared with 1974

40-

I Increase during 1975 {12 months ending December 1975)

compared with

Increase during 1974 [12 months ending December 1974

(a) To latest available period

(b) Denmark reduced its Value Added Tax by 2.5 points in
October 1975.
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The Impact
of the Economic Situation

on Environmental Policies
By R. I. van Schaik,

Chairman of OECD's Environment Committee (1)

Have government policies to combat recession and
inflation led to the weakening of environmental

standards and policies? This question has been a
matter of concern to OECD's Environment Committee, which

has collected evidence and concluded that, although there are

mounting pressures in a few countries to delay some program¬
mes or to apply lower standards, on the whole, environmental
policies and programmes are still being implemented without
undue restriction or delay.

Basic Issues

The Environment Committee focussed its discussion on the

basic issue of whether or not the problematic economic situation
has led to a relaxation of environmental policies. It also dis¬
cussed the related, but inverse, question: whether in specific

cases economic recovery policies have stimulated the spending
of public funds on environment programmes. Closely linked
with this last problem is another question, also investigated by
the Committee: what are the implications of such public expen¬
ditures for the costs of applying the "Polluter Pays Principle"?

The Committee examined and stressed the growing need to
calculate the costs of pollution and pollution control. Finally

and most relevant for its future work the Committee tried

to answer two questions about international environmental co¬

operation: whether it has been harmed as a result of present
economic difficulties and what the outlook is for the future.

Although the overall conclusions of the Committee were po¬
sitive, it is true that in various countries national environmental

policies are under some pressure either because of the economic

situation or the energy crisis, or in some cases technological
problems. If adverse economic trends were to reassert them¬
selves, the implications could become more serious.

Of course, it is difficult to speculate as to what the "state of
the art" would have been if no economic problems had arisen.
But it seems fair to conclude that, at least at present, existing
environmental policies in most countries are still being im¬
plemented without delay. It has also been pointed out that in
many countries the force of public opinion, particularly that of
the various interest groups, could work against relaxation of

environmental programmes. And for those who have developed
an allergy to reports of waning interest in environmental affairs, it
is heartening to hear from countries where policies have been
strengthened and programmes intensified.

Members of the Committee agreed that implementation of
environmental policies as a whole should not be slowed down
by fluctuations in the business cycle and, in this connection,

took great interest in a significant Japanese court ruling, with
regard to the discharge of pollutants dangerous to human life and
health, that companies should take complete control measures
with the best technology available, regardless of the higher
costs involved. Encouraging information was also given by the
German delegate, who reported on a declaration made by the
German government to the effect that, even in the present cir¬
cumstances, Germany will continue to pursue its environmental
goals. This declaration was the result of an extensive review
by the Chancellor, the Minister of the Interior (who is re¬
sponsible for the environment) and several other ministers,
representatives of industry and trade unions, environmental
experts from the nation's political parties, the Lander and the
scientific community.

In countries such as the United Kingdom which have decided

to defer certain improvements they earlier hoped to make, im¬
plementation of some legislative provisions had to be post¬
poned. In the United States, certain environmental legislation,
such as the Clean Air Act, presently in force, is being amended.
One result may be to lengthen the period of transition to full
compliance. Furthermore, proposed laws such as the Surface
Mining Act have been trimmed or postponed. Factors under¬
lying such cases are complex, but the higher cost of energy has
figured to a greater degree than the economic recession.

Other countries are still developing legislation with environ¬
mental content without undue delay. An example is the
Netherlands where a chemical waste law, a general waste law

and a noise abatement law have recently been proposed as well
as modification of the Air Navigation Act to provide further

charges on airports.

Economic Recovery Policies
As far as economic recovery policies are concerned, they have,

in specific cases, served the cause of environmental protection.
Thus, for example, at least four countries Belgium, Denmark,

Japan and Norway are taking anti-cyclical measures, which
are linked to the environment, while Sweden took this approach

as early as 1971.

Belgium in its 1976-1980 plan (drawn up in 1973) provided
for public investment to maintain demand during 1975-1976
when it was expected to fall, and the sum included funds to
protect both the natural and urban environments. Of late, sub¬
sidies for firms wishing to equip themselves with pollution
control facilities have been stepped up. In the budget for 1976,

(1) R. J. van Schaik is head of the Economic Cooperation Depart¬
ment of the Netherlands Ministry of Foreign Affairs.
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During the downturn, the
growth of industries producing

anti-pollution equipment has
continued. Right : monitoring

air pollution in Tokyo.

the total amount of investment aimed at abating water pollution
is double the amount available for 1975.

In Denmark, under the terms of a law enacted in 1975, firms

can apply for aid to investments designed to reduce pollution on
condition that the spending is undertaken before April 1976
and completed by 1977. Roughly one hundred million Danish

Kroner have been allocated for assistance on pollution control

equipment; inexpensive loans for the insulation of houses have

also been granted.

In Japan a reflationary policy announced on 18th September
1975 included loans for pollution control; the Government
continues to give high priority to anti-pollution activities and
expects them to have a reflationary impact.

In Norway anti-cyclical measures have included:

Grants for the detailed planning of local government sewerage
works, followed by grants for accelerated investment in public
sewerage systems which doubled investments over the level for

normal programmes (grants constitute 20 per cent of the cost).
Accelerated pollution control expenditures in existing indus¬

trial plants, again twice the normal level. The idea is to reduce

lay-offs by transferring a company's personnel to the installation
of pollution abatement equipment and to provide breaks in pro¬
duction for the purpose of making such installations during
periods of slack demand.

The foregoing examples indicate (and this was reported by
several OECD countries) that public funds have been made
available to the private sector for use on environmental projects.
Nevertheless, the Committee concluded that the Polluter Pays
Principle remains a fundamental guideline for both national and
international environment policies.

The net result of these trends is that, during the downturn,
the growth of industries producing anti-pollution equipment has
continued. And it may be, as some governments believe, that
early application of the most advanced means for control of

environmental pollution could provide a competitive advantage
to industries which are prepared to utilise such techniques.

Calculating Costs of Pollution

Environmental protection constitutes a policy area in its
own right, the content and implementation of which cannot be
determined solely by cost considerations. Nonetheless, the Com¬

mittee underlined the importance of more intensified research

on the effects and costs of damage caused by environmental
pollution and more analysis of the costs and benefits attributable

to environmental protection policies. Such calculations could
provide a solid basis for establishing priorities among specific
environment programmes.

International Cooperation
I do not believe the economic crisis has significantly affected

the efforts undertaken on international level in the field of the

environment. On the contrary, delegates to the Environment
Committee have stated that their governments continue to

attach great importance to international cooperation. They have
stressed that in view of the global economic situation and the

international dimension of the problems, international coope¬
ration could become even more significant in the future.

It should be noted however that cooperation on environmental
matters in the early Seventies began with fairly broad principles.
Now we have reached the stage at which these general principles
must be implemented, and this in a context of severe economic

problems. Thus economic bottle-necks e.g. the short-term cost

of environmental measures to industry have become more ap¬
parent. Also countries have become more aware than they were
of the delicate political nature and widening scope of certain
transfrontier pollution problems.

The OECD, as an important forum for balancing economic,
social and environmental factors, can make an important contri¬
bution to the solution of many of these problems.
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The Tanker Crisis ... and

its Effect on Norway

The situation in the world shipping market and

especially the tanker market is very serious indeed

for shipowners, and equally so for ship-builders ;

the implications for employment and foreign

exchange earnings are evident.

Norway is particularly affected by the difficulties

in the shipping sector (1 ), because of the size of
its merchant fleet which is the world's fourth

largest in terms of tonnage, and the largest

compared to population or GDP among the

traditional seafaring countries.

The contractionary effect on production and employment
of the sudden huge increase in the oil price was felt
later in the tanker market than in many other sectors.

During the first half of 1974, the tanker market fell from the
peaks it had reached in October, 1973, but chartering of tankers
remained well above the break-even level. This was because

of the demand for oil transport capacity, which was sustained
for three reasons: the interruption in supplies of oil flowing

through pipelines to the Mediterranean during late 1973; the
need to conserve bunkers by reducing speed; and the complete

dislocation of traditional supply patterns caused by the crisis.

But as the oil embargos were lifted, stocks reached high levels
and the measures taken to limit the demand for oil started to

bite. This led to a slump in the world tanker market which has

steadily deteriorated since mid-1 974. Indeed, throughout 1 975,
freight rates often failed even to cover the cost of bunkers and
wages, so that shipowners began to withdraw their vessels from
the market.

While at the end of 1974 only 79 tankers totalling 2.8 million
d.w.t. were inactive, a year later 500 such ships (41.9 million
d.w.t. in all) were laid up (see Table 1 ).

Another factor which helped to swell the tonnage of inactive
tankers was the continuous influx of new vessels into the market,

amounting to 40 million d.w.t. in 1974 and about 43 million
d.w.t. in 1 975. Meanwhile only 1 1 million d.w.t. were scrapped

or lost during this period, 9 million of them in 1975 which was
by far the highest figure ever recorded. A net increase of some
8 million d.w.t. in the combination carrier fleet must also be taken

into account; thus some 80 million d.w.t. of additional tonnage

became available for carrying oil between the end of 1973 and
the end of 1975 whereas demand was appreciably lower.

To this unused capacity must be added the tonnage which

was deliberately operated inefficiently, mainly by reducing speed.

According to various estimates the cutback through slow steam¬

ing has amounted to almost a quarter of all tanker tonnage now

in service; tankers of over 175,000 d.w.t. reduced their average

speed by more than 3 knots to about 1 1 i knots.

If these two factors, idle tonnage and slower operation, are

taken together, total excess tonnage amounted at the end of 1 975
to about 115 million d.w.t., some 37 per cent of the total fleet

available for carrying the required quantities at fully efficient

operation.

The Impact on Norway

Contrary to the situation in previous recessions, the 1975
crisis hit the shipping sector more severely in Norway than in
most other shipping countries, and by the end of January 1976
43.9 per cent of its tanker fleet 31 per cent of its entire fleet-
was laid up, whereas the laid up percentage for the world tanker
fleet as a whole was only about 1 5 per cent. Norway's percen¬

tage is the highest recorded since the War and almost as high
as the figures reached in the crisis of the Thirties. The drastic
effects of the present slump are due essentially to two factors :

Increasing exchange rate risks and uncertainty with regard to
inflation have led Norwegian shipowners in recent years to be
more chary of signing long-term contracts ; the result a shorter-
term average contract has exposed a much larger proportion of
the fleet than in previous recessions to the unforeseeable

vagaries of the voyage charter market.

The crisis has been felt most severely in the tanker charter

market and in particular by that part of the fleettwo-thirds
which is not operated by the oil companies. And the Norwegian
tanker fleet falls almost entirely within this "independent" sector,
which has borne the full brunt of the recession.

The Norwegian fiscal system enables shipowners to place
a large part of their taxable income in tax-free reserve funds for
reinvestment in new vessels. The high profit levels during the
boom conditions of 1 972 and 1 973 and low taxes on profits and

very liberal amortisation provisions encouraged Norwegian
shipowners to invest heavily in new ships (particularly tankers
and combination carriers of the largest sizes) for delivery during

1975 and 1976, in many cases with no associated time charters

as guarantees.

Owing to higher interest payments and increased deliveries
of new vessels, the shipping sector's liquidity was severely
strained in 1975, and this encouraged exports of second-hand
vessels, but the prices fetched by the latter were often so low
that they did not even cover the mortgages on them. 	,__

(1) This article is based on the Annual Survey of Norway for 1975-1976
carried out by the OECD Secretariat under the aegis of the Economic and
Development Review Committee.
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Total Inactive Tonnage -

Tankers and Dry Cargo
Million DWT

1972 I 1973 I 1974 I 1975

Source : " Shipping Statistics and Economies " (H. P. Drewry Shipping
Consultants Ltd. London)

In order to prevent vessels from being sold at prices below
their real long-term value and to ease the credit conditions for

the shipping sector, the Norwegian Government, in cooper¬
ation with the shipowners and financial institutions, set up a
temporary credit guarantee scheme in December 1975 which

was intended to last three years. This scheme will be managed
by an organisation able to guarantee loans for ships and drilling
rigs delivered before 31st July, or in some cases 31st December,

1976. The loans may be used to finance interest payments,
purchase of new vessels, penalties for cancelling contracts, and
laying-up expenses.

While the guarantee scheme should alleviate the worst effects

of the present crisis, the medium-term outlook suggests that the
earnings of Norway's shipping sector will probably be depressed
for several more years.

The Medium-Term Outlook for Tankers

According to some estimates, there was already an excess

world supply of tanker tonnage by the end of 1974 equal to

some 15 per cent of available capacity. Even assuming mass
cancellations of orders, large-scale transfer of combination

carriers to the dry cargo market and extensive scrappings, the

OECD Secretariat's estimates suggest that by 1980 the world

tanker fleet will show a further increase of at least 15 per cent,

while on less optimistic assumptions it might even increase by
50 per cent over its 1974 level.

The margin of uncertainty as regards future world demand for

oil carriage by sea is even wider, since it is wholly dependent
on the future price of oil, the overall level of world economic

activity, and the extent to which consumer countries succeed

in their policies of increasing indigenous production of oil and

developing other sources of energy. Nevertheless, bearing in
mind the probable reduction in the present preponderant share

of Middle East crude oil (and hence a fall in the average distance
the oil is transported) and taking into account the future deve¬

lopment of the Suez Canal (which by 1978 is to be able to take

150,000 d.w.t. tankers laden and 300,000 tonners in ballast),
as well as the new pipelines to be brought into operation in the

Near East, it is not easy to see how demand for tonnage in 1 980

can exceed the 1973 level by more than 15 per cent, and it may
well be significantly below that. As a result, unless measures

of a wholly exceptional nature are taken, the tanker surplus will

continue until well into the Eighties.

As most combination carriers are likely to be used for the

carriage of dry bulk commodities and since many cancelled

orders for tankers will be replaced by orders for bulk carriers,

the tonnage available for shipping dry cargoes in bulk will also

increase faster than total demand. Nevertheless, the prospects
for the bulk carrier market look much less unfavourable than for

the tanker market. Orders for bulk carriers are not at present as

extensive as for tankers, and the demand for dry bulk shipping
space can be expected to rise faster than the demand for charter

tankers. Thus, even if world trade revives only gradually, and

in spite of the fact that combination carriers are switching to dry

cargo (especially ore and coal), equilibrium may be restored

much sooner for dry cargo than for oil.

.... And in Norway

Certain changes in the structure of demand and supply may

aggravate rather than ease the 'over-capacity' problem for Nor¬

way's merchant fleet. Thus the construction of refineries in oil-

producing countries could severely affect demand for large

tankers although it might lead to a greater need for ships carry¬

ing oil products. Moreover, growing merchant fleets in develop¬

ing countries, and especially in oil-producing countries, could
further reduce the demand for the tankers, bulk carriers and

general cargo ships of traditional shipping countries.

Nor is it inconceivable that multilateral or unilateral govern¬

ment intervention to reduce the present tanker glut or official

action to support the shipbuilding industry would have some

adverse effects for Norway. Since its fleet has a low average

age and a large number of modern and efficient ships, Norway

would seem to be in a relatively favourable position to benefit

from a general upturn in demand for freight services. But the

structure of the Norwegian fleet half the tonnage is made up

of tankers, 45 per cent of ships larger than 1 00,000 g.r.t., and the

entire fleet belongs to independent shipowners makes Norway

particularly vulnerable to the present crisis and to changes in

the structure of demand and supply. The Norwegian authorities

forecast that even by 1 980 net freight earnings, from oil and dry

cargo together, will be some 8 per cent below their 1974 level.

This would have very serious implications not only for shipown¬

ers but also for the shipbuilding industry and for financial

institutions concerned with shipping.
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The Recent Boom

in Issues of Eurobonds

A noteworthy development in worldfinancial
markets in 1975 was the resurgence of the Eurobond
mayket to unprecedented levels of activity which
have continued into 1976. OECD's Committee

on Financial Markets has a special responsibility
to follow trends in this market (1) as part of its
overall concern with promoting the efficiency of
financial markets as vehicles for the collection
and redistribution of capital at national and
international levels. At regular intervals, therefore,
the Committee discusses developments and prospects
on these markets with the help of a Secretariat
analysis on financial market trends ; the following
is a brief summary of the most recent OECD analysis
of the Eurobond sector of the international market.

After a two year period of stagnation, new Eurobond

offerings expanded spectacularly in 1975, reaching an all-
time high of nearly $9 billion two and a half times the

volume recorded the previous year and about one-third more than

the record level of 1972. (See Chart A). In January 1976, such
issues were running at an annual rate of more than $18 billion.

The revival of the Eurobond market was first prompted in late
1974 by the fall of short-term Euromarket rates. Because of

tight anti-inflationary monetary policies such rates had reached
record levels in mid-1973, rising above the yield on long-term
bonds and staying there for more than a year until relaxation of

credit policies brought them down once more. (See Chart B).

The Supply of Funds
A high degree of sensitivity to interest rate differentials was

evident on the part of investors who quickly responded to the
fall in short-term rates by switching to bonds where yields were
higher as long-term interest rates fell much less than short-term
ones.

Although comprehensive information on the market's capital
supply structure is lacking, it would appear that this change in
interest rate differentials led to a sharp increase in the demand

for securities on the part of banks in early 1975 followed, later
in the year, by strong demand on the part of institutional investors.

The latter had suffered large capital losses in 1973 when interest

(1) In accordance with an OECD Council Recommendation on Inter¬

national Security Issues adopted in 1972. (See "The Market for Interna¬
tional Issues" OECD Paris, 1972 ; and "International Issues of Bonds"
OECD Paris, 1975).

A. Eurobond Issues

(Gross Eurobond Offerings - $ billion)

Total
.Private placements

{..Public offerings

1968

Source : OECD Financial Statistics
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B. Short-Term Interest Rates vs Eurobond Yields

(percentage)

1973 1974

Source : OECD Financial Statistics

1975

increasingly difficult to obtain on domestic markets. Moreover,

Eurobond coupon rates appeared low in comparison with domestic

bank lending rates which were sticky by comparison with both
long- and short- term rates.

Other Characteristics

The upsurge of activity in the Eurobond market was accom¬

panied by greater diversification in currency used (See Chart C),

a noticeable improvement in the functioning of the secondary

market and relative stability of issue conditions, though maturities

shortened markedly averaging 1\ years as compared with fifteen in
the early Seventies.

Prospects
January 1976 was a month of hectic activity on the Eurobond

market, and prevailing conditions make it seem likely that a high

level of activity will continue in the coming months. Demand by

public bodies both in OECD and other countries is likely to
remain strong reflecting heavy borrowing requirements to meet

large expected balance of payments deficits and, in some instances,

domestic budget deficits.

Private corporations are at present still anxious to lengthen their
debt maturities and hence to issue bonds, but some decrease in

corporate issues may occur later on in the year should bank

lending rates be reduced as a result of easy monetary conditions

in major financial centres.

On the supply side, much will depend as in the past on

rates rose and had virtually neglected the Eurobond market for

almost two years.

An additional source of support for the Eurobond market
came from financial institutions in some countries, members of

OPEC, especially in the Middle East, which increasingly partici¬

pated in underwriting syndicates and selling groups. Although

the importance of this source of funds was not as decisive as

predicted two years ago, the contribution of OPEC issuing houses

to the rapid growth of the Eurobond market has by no means been

negligible.

The high level and steady supply of capital to the Eurobond
market was the more striking in that it came at a time when both

the international credit market and some major domestic bond

markets were hurt by news concerning financial difficulties encoun¬

tered by large-scale borrowers. It can to a great extent be explained

by the fact that only borrowers with very high credit standing
were able to enter the Eurobond market.

The Competition for Funds
On the demand side, public entities in a number of countries,

pushed by the need to meet balance of payments and budget

deficits, raised more than $4| billion (53 per cent of total issues).
Private firms, which for the last several years had been forced to

rely heavily on short-term funds because of lack of demand for

bonds on the part of investors (private firms raised less than SI bil¬

lion in Eurobonds in 1974), stepped up their Eurobond borrowing

to $3| billion (40 per cent of the total). Such long-term borrowing
enabled firms to consolidate their balance sheet structures which

had become overloaded with short-term debt, and obtain

funds which, because of competition from public bodies, were

C. Eurobond Offerings: Currency Distribution

(Percentage Distribution in 1965-1975,)

1969
1970

us$ DM //

Units of
Account Can $ Other
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the pattern of differentials between short-term interest rates on

major domestic and international markets and Eurobond yields.

If the upswing in economic activity continues to develop at rather

a moderate pace in major countries, short-term rates may well

fall further. Given the already large differential in favour of

Eurobond yields, this should ensure ample availability of funds on
both issue and secondary markets for the same reasons as in 1975.

The future of coupon rates and maturities on Eurobond markets

is difficult to assess, for they depend not only on the level of

activity and the market climate but also perhaps most of all

on expectations about how much inflation there will be in the next

phase of the business cycle. Eurobond yields have declined some¬

what in 1975 and may be expected to continue to do so but to

a moderate extent. If the supply of capital continues to expand

as it has very recently, this will contribute to a further easing of

coupon rates. Some stretching out of maturities would be desi¬

rable. However the strong preference of investors for short-
term paper may well continue unless there are clear signs that the

expected recovery in economic activity will not be accompanied by

a rekindling of inflation.
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IEA Adopts a Long-Term
Energy Cooperation Programme
The Governing Board of OECD's International Energy

Agency has decided on a Long-Term Energy Cooperation

Programme, and the Participating Countries have agreed

to establish medium and long-term objectives for the reduction

of the dependence of the group on imported oil and periodically

to review progress towards these objectives.

The principal elements of the Long-Term Programme are :

An obligation from Participating Countries to strengthen their

efforts in the conservation of energy.

An agreement by Participating Countries to work towards

removal of obstacles which might impede the accelerated deve¬

lopment of indigenous energy resources.

Measures to stimulate investment in energy development

among which: a project-by-project approach, a Minimum

Safeguard Price of US 87 per barrel for imported oil, and a strategy

for research and development.

Oil Supply and Demand in OECD
Area 1973-1975

a. FOR AREA AS A WHOLE

Net Imports

+ Domestic Production

- Stock Changes

= Consumption

7573

million

tons

1,200

660

20

1,840

%

change
over 1972

+ 12.6

0

+ 6.4

1974

million

tons

1,180

620

40

1,760

%

change
over 1973

1.7

6.4

4.3

7575*

mil/Ion

tons

1,090

590

0

1,680

%

change
over 1974

1

5

3.6

For Reference : WORLD OIL PRODUCTION

World

OPEC

2,850

1,520

+ 9

+ 13.7

2,870

1,510

+ 1

1

2,700

1,340

6.0

11.1

b. NET OIL IMPORTS COUNTRY-BY-COUNTRY (average yearly changes in %)

Austria

Belgium

Denmark

Finland

France

Germany
(F.R.)

Greece

Iceland

Ireland

Italy

Luxembourg

Netherlands

Norway

Portugal

Spain

1960-72

+ 14

+ 12

+ 12

+ 14

+ 17

+ 14

+ 12

n.a.

+ 12

+ 13

+ 17

+ 9

+ 5

+ 11

+ 17

7573

+ 22

+ 15

n.a.

+ 4

+ 13

+ 9

+ 25

+ 24

+ 16

+ 6

+ 13

+ 4

+ 14

+ 8

+ 11

7574

9

15

11

+ 1

2

9

+ 2

10

2

2

12

7

28

+ 6

+ 14

7575*

4

15

0

+ 1

18

7

17

+ 2

8

15

2

17

(D

+ 4

2

1960-72 1973 1974 7575*

Sweden + 1 + 3 3 + 5

Switzerland + 11 + 5 6 7

Turkey + 17 + 20 + 6 + 2

U.K. + 7 + 7 1 19

Canada (1) (1) 0 (1)

U.S. + 10 + 26 0 + 1

Australia + 1 9 10 3

Japan + 18 + 17 2 11

New Zealand n.a. + 7 4 n.a.

OECD + 11 + 13 1 7

IEA + 11 + 13 1 6

* Estimate.

(1) Negative net imports.
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Is There Enough Uranium ?

The adequacy of world uranium resources has been

the focus of growing attention over the past two

years. New research following the increase in the

price of oil has confirmed that, apart from coal,

uranium is the only energy source likely to be available

in sufficient quantity to meet the increase in energy

demand in the foreseeable future. OECD's Nuclear

Energy Agency and the International Atomic Energy

Agency have just completed a joint study or the

availability of uranium in face of likely world demand.

It is to be published shortly under the title "Uranium

Resources, Production and Demand". Following is

a summary of some of the main points in the study.

While it appears that known low-cost uranium resources

are adequate to support planned and projected nuclear

reactor programmes for the next ten to fifteen years,

a tight supply situation could develop at the turn of the decade

due to possible limitations in their practical exploitation. In the

longer term, more severe and fundamental supply problems

could arise because the nuclear option has prevailed in practically

all electric power programmes of the industrialised countries.

It is therefore necessary continuously to monitor forecasts of the

growth of nuclear power and measure them against known

uranium resources and the production they can support.

The Current Situation in Resources

Current low-cost (up to 815/lb of uranium oxide) reserves

amount to about 1 million tonnes compared to 866,000 tonnes in

1973. This increase corresponds to an addition to reserves of

some 126,000 tonnes per year taking into account production

during 1973 and 1974, and is, to some extent, due to the inclu¬

sion, in what is now considered the "low-cost" range, of some

already known material which was previously classified as

"higher cost". Very little of the increase is attributable to new
discoveries, but additional information on earlier discoveries

(notably in Australia) is important as is the reassessment by
several other countries of their reserve position.

Availability of Reserves

Could all known uranium reserves in fact be made available

at a rate which would correspond to the rise in demand ? The
answer is no for several reasons :

the physical nature of ore bodies. For example, the very large

Elliot Lake deposits in Canada, cannot be worked above certain

production rates because access is difficult; this means that

their exploitation cannot be completed until well into the next

century

in some places uranium is a by-product (e.g. of gold produc¬

tion in South Africa) and hence its production rates depend on

the output of the main product

all mines are characterised by an economic production rate

which corresponds to the size and nature of the reserves

In addition to these physical limitations, policy considerations

such as the desire for national energy autonomy and export needs

can influence the availability of uranium outside the country of

origin. In this context it may be mentioned that recently adopted

Canadian guidelines for uranium export are specifically designed

to maintain adequate reserves and production capacity for do¬

mestic consumption. To give a further example, the Australian

Government is presently reassessing its policy on development of

uranium resources, which is bound to affect future production

rates.

Recent Price Trends

in the Uranium Market

During the early period of uranium exploration, discovery

rates were stimulated by attractive prices. Indeed, during the

1950s, when the nucleus of world uranium reserves was being

developed, prices of uranium oxide were about $1 1 /lb of uranium

oxide. Demand for uranium for commercial purposes did not

develop until the mid-1960s at which time prices had stabilised

in the S6 to S8/lb oxide range. Although the commercial demand
for uranium became more and more evident towards the end of

the 1960s, consumers were generally slow to recognise the

need to contract for their long-term requirements. Moreover,

by the early 1970s many producers, in addition to having

excess production capacity, had built up sizeable inventories of

unsold uranium; as a result of this over-supply situation, by

1972 prices had fallen below $5/lb oxide thus providing little

incentive to the mining industry to develop the huge exploration

programmes that would be required to meet the demands of the
1980s.

It was not until the oil crisis of the winter of 1973/74 that

many consumers moved to acquire their longer-term uranium

supplies. Prices adjusted quickly to levels of S12-13/lb oxide

and then gradually rose to about 820/lb by mid-1975 as surplus

inventories and excess capacities became fully committed.

Should this trend continue, prices may exceed S30/lb (in present

values) in the relatively near future.

Production and Inventories

World uranium production has remained stable for the past

two years, at 20,000 tonnes uranium in 1 973 and 1 9,000 tonnes

in 1974. Estimated production figures for 1975 indicate an
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increase of some 1,700 tonnes, mainly due to higher production
in Canada.

Estimates of planned, projected and attainable uranium pro¬
duction capacities are indicated in Table 1. World uranium

production capacity amounted to some 26,000 tonnes in 1975

and is expected to increase to about 44,000 tonnes in 1978.

Possible further developments could raise world annual produc-

A. World Nuclear Power Growth
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1. Uranium Production Capacities
(in tonnes uranium/year)

Countries Existing
1974

Planned

1975

Planned

1978

Pro¬

jected'
1980

Attainable "

1985

Argentina 46 60 120 600 720

Australia 760 3,260 5,000**

Canada 4,600 6,500 8,500 10,000 11,500

Denmark 1,000-1,500

France 1,800 1,800 2,200 3,000 3,000-3,500

Gabon 800 800 1,200 1,200 1,200

Germany 250 250 250 250 250

Italy 120 120

Japan 30 30 30 30 30

Mexico 210 320 1,000

Niger 1,200 1,200 2,200 4,000 6,000

Portugal 90 115 130 130 300

South Africa 2,700 2,700 9,200 11,250 13,800

Spain 60 144 340 680 680

Sweden 1,300

United States 13,500 12,000 19,000 25,000 40,000

Yugoslavia 120 180

Total

(rounded) 25,100 25,600 44,100 60,000 87,000

1975 1980 1985 1990 1995 2000

Market conditions permitting.
Production could be further expanded depending on the future growth
of the uranium market.

tion capability to 60,000 tonnes in 1 980 and the production capa¬

bility by 1985 on the basis of presently known reserves is

estimated at 87,000 tonnes of uranium. This level could pro¬
bably be maintained for a few years, after which it would decline
due to depletion of some deposits and the need to mine lower

grade material. In order to maintain or increase this capacity
beyond the 1980s, substantial additional reserves would have
to be identified.

It can be assumed that, in making their forecasts, countries have a/ready
taken into account the influence of conservation measures resulting from
the oil crisis and improved efficiency of energy use and have made some
allowance for substitution of other forms of energy by electricity. Short-
term forecasts are based on current nuclear programmes, possibly with
some allowance for delays. In the longer term, it is assumed that nuclear
plants will maintain an economic advantage over other types of power
station and consequently account for the largest portion of new construction.
Despite the present trend in many countries' energy programmes to move
towards nuclear power, estimates indicate a downward revision of previous
figures, especially in the shorter term. This can be explained to a large
extent by the worldwide depressed economic situation; the trend could
very well be reversed in the longer term since nuclear power, following
the oil crisis, has increasingly come to be seen as a substantia/ and necessary
contributor to future energy needs.

Current OECD forecasts of the growth of nuclear power (Chart A) are
essentially based on replies to an enquiry carried out by the Organisation's
Nuclear Energy Agency within its Member countries in spring of 1975.
These have been supplemented by estimates of the International Atomic

Energy Agency (IAEA) for non-OECD countries. The expression "world"
in Charts A and B does not include the USSR, Eastern Europe or China.

The Long-Term Resources Situation

In addition to the million tonnes of low-cost uranium reserves

currently available at under $15/lb oxide, the new NEA/IAEA

report estimates about the same quantity again as "surmised to

occur in unexplored extensions of known deposits or in undis¬
covered deposits in known uranium districts, and which is

expected to be discoverable in the given cost range", together
with a further million tonnes or so in the higher cost range of
$15-30/lb oxide. Even assuming, however, that all this addi¬
tional material is in fact confirmed and can be exploited within
the defined cost ranges, the total would still be inadequate to
meet the long-term uranium requirement which has been esti¬

mated at up fo four million tonnes by the year 2000, possibly
reaching 10 million tonnes uranium by the year 2025.
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In discussing the world uranium potential and the problems
involved in the future discovery of adequate uranium to meet

requirements, three principal constraint factors are considered:

physical : the existence of deposits

economic: the availability of adequate exploration, develop¬

ment and capital investment funds (this includes funds for

research into and development of new methods and techniques)

political : the availability of search areas and production and

export possibilities.

Low-Cost Uranium Ores

Physical Availability

The type of material considered in this category is equivalent

to that now being examined in the United States under the
National Uranium Resources Evaluation programme of the

ERDA (1) and referred to as "possible" and "speculative"potential
resources. These would be either in postulated deposits, which

are in formations or geological settings that have not previously

been productive but are known to be within productive areas,

or in new deposits in geological areas that have not previously

been productive.

Programmes providing for detailed examination of geological
areas, using recognised uranium favourability criteria, have been

initiated in the U.S. and Canada, but little is being done elsewhere

in the world. Very large areas remain to be explored and the

probability is that much more uranium remains to be discovered in
the uppermost part of the earth's crust. However, any attempt

to make a quantitative appraisal of the ultimate size of the world's
uranium resources based on existing information must remain

extremely speculative, and in any case the uranium will become
more and more difficult fo find. As the evidence so far obtained

by the U.S. does not encourage complacency, the need for
worldwide appraisal is urgent.

At the present time there is no consensus of opinion as to
whether sufficient low-cost uranium to meet the 10 million

tonnes estimated demand for the year 2025 actually physically

exists in the uppermost part of the earth's crust from which

it is most economically produced. The wisest course therefore

would be to expand exploration and the technology of explo¬

ration as rapidly as possible and to continue to interpret and

extrapolate from the geological data obtained. If this is done,

it is reasonable to expect that enough successful discoveries

will be made to provide the required tonnage. However in view

of the risk of an eventual uranium shortage, development of the

fast reactor and thermal reactors with low uranium requirements

should be encouraged (2), the report concludes.

Economic Factors

One of the biggest challenges of the future will be the finan¬

cing of the required exploration, development and construction
effort, particularly against the background of a frequently unpre¬

dictable relationship between sources of finance and potential

producer countries at all stages of development.

Financing requirements are very large. Taking into account

a ten year forward-reserve requirement (normal in the mining

industry), about 20 billion 1 975 dollars are likely to be needed to
cover exploration costs up to the year 2,000, while the finance

necessary for mine and mill construction would be of the same

order of magnitude.

The fact that the uranium industry has already experienced a

period of decline has not helped to build the confidence which

is necessary if mining companies and utilities are to make the
required large scale investments in uranium exploration and
development; strong reassurance about the future of the indus¬
try will be needed. Furthermore, the report concludes, most

utilities are not constituted to undertake this type of risk financing.

Until recently, power producers have not had to search for their

uranium supplies, but in future utilities might have to become

increasingly involved in the financing of exploration and develop¬

ment ; and there may have to be closer collaboration in the nuclear

industry at all stages from initial uranium exploration to nuclear

power production.

(1) Energy Research and Development Administration.
(2) Current reactor types used for power production consume only a
very small percentage of their uranium fuel. Fast "breeder" reactors are
many times more efficient in this sense.

B. World Annual Uranium Requirements
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Based on the nuclear power growth estimates in Chart A, world uranium
requirements have been calculated on two different assumptions, i.e. no
recycling of plutonium, and plutonium recycling in thermal reactors beginning
in 1981 . The degree of confidence in these forecasts is considerably higher

for the years between 1975 and 1985 than for the remainder of the period
considered. However as the possible longer term trends are of interest to

the nuclear industry, the forecast period has been extended to the year 2000.

Given an appropriate economic climate (i.e. adequate financing, labour,
equipment and sales contracts), it would appear that sufficient uranium
production capacity, also shown on the chart, could be made available to
meet demand until 1982. Thereafter, depending on the assumptions,

additional capacity would be required, based to a large extent on new disco¬
veries.
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Mining uranium at Radium Hill in Australia

At international level, countries which are primarily consumers

and those which are primarily producers (only in a few cases are

they the same) will have to work out arrangements so that their

mutual interests are adequately balanced and catered for.

The degree of confidence which can be built up in forecasts

of uranium demand and forward price levels for uranium which

will be sufficiently attractive to stimulate the necessary provision

of exploration and development finance over the next two or

three decades will, however, be the most important factors

influencing the future supply of uranium.

Political Factors

Politico-economic, social and environmental constraints will

limit the availability of areas in which the search for uranium can
be carried out and will act as a constraint on the free deve¬

lopment, production and export of uranium. Even in the main

uranium reserve countries, governments are currently re¬

assessing their uranium exploration, development, export and
import policies, some of which are, or have been, restrictive to

a greater or lesser degree. While fully understandable from a

national viewpoint, this restrictiveness has in some cases tended

to limit recent exploration and development of uranium resources.

For the governments of the less developed countries, the

problem can be equally complex, and many governments have

been unwilling or unable to initiate uranium exploration on a

major scale because of the many problems involved : uncertainty

as to whether or not there will eventually be a national require¬
ment for uranium; to what extent there should be national

control of uranium exploration and development; how to
identify possible sources of finance.

If adequate uranium supplies are to be assured, problems such

as these may constitute one of the greatest challenges for the
future. Therefore the dialogue between producer and consumer

nations will become more and more important.

The principal factors to be taken into account by governments

of both advanced and developing countries when formulating
their future uranium policies are listed in OECD's report.

Present "sure" uranium reserves are only about one million
tonnes.

By the year 2,000 there will be a requirement of up to four

million tonnes and by the year 2,025 about ten million tonnes.

The major demand for uranium may be limited to the next 40

to 60 years, and requirements thereafter may decrease.

The lead time between initial exploration in a new area (parti¬

cularly a developing country) and initial production may be as
much as 1 5 years.

Financing on the scale required for major exploration and
development programmes is likely to be available only from

commercial or national organisations of the advanced countries

or from international development funds.

The price structure and rewards over the next decades are

likely to be attractive.

Higher Cost, Lower Grade Ores

Since there is a risk that lower-cost uranium supplies may be
insufficient, the availability and the need for uranium at costs

higher even much higher than S30/lb oxide must be
considered.

At present it is not clear how intensive the search should be

for low grade resources over the next fifty years. To a great

extent this will depend on the intensity and success of the

exploration effort for lower cost uranium.

Due to the rise in oil prices, uranium which costs much more

than 830/lb oxide could be competitive in nuclear power

generation. Thus it would seem prudentto examine more closely

higher cost uranium resources, few of which have been quanti¬

fied as yet.

Past exploration has generally been directed either to deposits

with average grades greater than 0.1 per cent oxide or at the

other extreme, to very high cost material. Between these two

extremes however, there is a considerable gap in knowledge.

Much future exploratory effort will need to be directed towards

sources of uranium in the in-between range, that is to say between
0.1 - 0.01 per cent oxide.

It is well-known that enormous quantities of uranium, greater

than envisaged for nuclear power requirements, exist in marine

black shales, marine phosphates, granites, sea water and other

unconventional sources. The problem is how much of this

material can be made available at a cost acceptable to the nuclear

power industry within a useful time. The time scale required for

the development of techniques to exploit such deposits is so

great that uranium requirements may be diminishing before

substantial tonnages can be produced. Time and price are

not the only limiting factors on utilisation of low grade material

of this nature. There are also environmental constraints (huge

ore tonnages must be mined in order to recover the required ura¬

nium quantities) and technological ones. It is therefore unlikely

that very low grade material (under 0.01 per cent oxide) can
provide any substantial part of presently envisaged requirements.

* *

To sum up the conclusion of the new NEA/IAEA report,

low-cost uranium reserves at present definitely identified will be
adequate for some fifteen years. Thereafter costs could rise

considerably but there is no reason to believe that adequate
supplies will not be available. However the search for further

supplies should not be delayed.
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Population Exposure
to Ionising Radiation

An assessment of the total doses

of ionising radiation which a

population may expect to receive

from all sources, natural and artificial has

been prepared for OECD's Nuclear

Energy Agency by Sir Edward E. Pochin,

MD, FRCP (1). The study covers
various conditions but focusses on those

resulting from the production of nuclear

power.

In most developed countries, electricity

consumption from all sources is currently

of the order of 1 kW per head of popula¬

tion (2). Dr. Pochin has based his

estimates of the effects of nuclear power

on the assumption that this entire amount

will be produced in fission reactors where¬

as at present more than 90 per cent has

a non-nuclear origin. Such an assump¬
tion leads to the conclusion that "normal

exposure permanently received by the

population from natural sources" (of

radiation) would be increased " by an

average of about 6 per cent. This

compares ", continues the report, " with

average increases in the region of 35 per

cent from radiological procedures, 6 per

cent to the present generation from the

fallout from nuclear tests, and about 0.6

per cent from other artificial sources ".

A detailed estimate of the possible

health and genetic effects of this addi¬

tional exposure to radiation is made by
the author who concludes that there

would be a risk of about one fatal induced

malignancy per year per million of popu¬
lation. There would in addition be

about the same number of malignancies

fully treatable by operation, and, after

many generations, about the same num¬

ber of inherited defects of greater or less

severity per year.

The report also examines (though in

less detail) the equivalent risks related to

supplying the same amount of electricity

(1 kW per head) from other sources,

notably coal, oil and natural gas. The

hazards appear to be considerably great¬

er in the case of coal, somewhat greater

for oil, and possibly somewhat less for

natural gas.

The report does not draw any conclu¬

sions as to the desirability or otherwise
of nuclear vis-à-vis other forms of

power. It does however stress and

indeed the figures cited make it abun¬

dantly clear that all forms of power

production carry measurable risks which

must be weighed against the benefits

resulting from the power being available.

Conversely, the complete elimination of

these risks, possible only if the power

sources were not used, needs to be

weighed against the consequent disad¬

vantages of having no power.

(1) Sir Edward Pochin, a former Director of the
(British) Medical Research Council's Department
of Clinical Research, was Chairman of the Inter

national Commission on Radiological Protection
(ICRP) from 1962 to 1969. In 1956 he was UK
representative on the United Nations Scientific
Committee on the Effects of Atomic Radiation

(UNSCEAR). He is currently a member of the
British National Radiological Protection Board
(NRPB).

(2) A few exceptions, notably Norway and other
countries with substantial hydro-electric resour¬
ces, have considerably greater consumption per
head.

RADIATION EXPOSURE

Annual genetically significant dose rate, as averaged through
whole population
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New CECD
I llMf< <ili< ii\

" OECD Economic Surveys ". 1976
Series :

Detailed annual surveys of trends
and prospects for each OECD
country.

NORWAY (January 1976)
(10 76 22 1) ISBN 92-64-11456-4
70 pages

FINLAND (December 1975)
110 76 31 1) ISBN 92-64-11442-4
60 pages

ITALY (January 1976)
(10 76 19 1) ISBN 92-64-11441-6
72 pages

Each booklet £ 1.10 $ 2.50 F 10,00

Subscription to the 1976 series
£ 20.00 $ 45.00 F 180,00

THE ADJUSTMENT OF PERSON¬

AL INCOME TAX SYSTEMS FOR

INFLATION (January 1976).

Describes the effects of the interac¬

tion of inflation and the personal
income tax system and sets out the
methods that Governments use to

offset these effects.

(23 76 01 1) ISBN 92-64-11455-6
70 pages 	 £1.70 53.75 F 15,00

REPORT ON PACKAGE STAN¬

DARDIZATION, UNIT PRICING
AND DECEPTIVE PACKAGING

(December 1975) " Document
Series.

Examines how and to what extent

Member countries apply package
standardization and unit pricing as
a means of informing the consumer
about the price/quantity relation¬
ship of competing products and
review regulations on deceptive
packaging.

(24 75 04 1 ) ISBN 92-64-11435-1
66 pages	 £7.30 $3.00 F 12.00

ANNUAL REPORTS ON CONSU¬

MER POLICY IN OECD MEMBER

COUNTRIES, 1975 (December
1975) "Document Series".

Describes the main activities of

Member countries in the field of

consumer policy, i.e. institutional
developments, regulations concer¬
ning the economic and physical
protection of the consumer, and
measures promoting consumer
information and education.

(24 75 03 1 ) ISBN 92-64-11434-3
126 pages	 £ 2.20 % 5.00 F 20,00

INVESTING IN DEVELOPING

COUNTRIES. 3rd Revised Edition

(December 1975).

Encouragement of private foreign
investment in developing countries
sprovided by the Member govern¬
ments of the Development Assis¬
tance Committee (DAC) of the
OECD.

(43 75 01 1 ) ISBN 92-64-11438-6
116 pages 	 £ 2.20 $5.00 F 20,00

ANNUAL REPORTS ON COMPE¬

TITION POLICY IN OECD MEM¬

BER COUNTRIES N° 2-1975

(December 1975) "Document"
Series.

(24 75 11 1) ISBN 92-64-11445-9
156 pages 	 £2.70 S 6.00 F 24.00

SHORT TERM ECONOMIC INDI¬

CATORS FOR MANUFACTURING

INDUSTRIES (January 1976)
" Document " Series.

Gives the most recent indicators of

the trend in the manufacturing

industries (indices of production,
prices, deliveries, employment,
unfilled and new orders).

(69 75 01 3) ISBN 92-64-01429-2
1 1 6 pages, bilingual

£7.70 S 3.75 F 1 5,00

STRUCTURES AND SOURCES

OF NATIONAL ACCOUNTS IN

GERMANY (December 1 975).
A concise survey of the actual
statistical sources used for the

construction of German national

accounts with chapters on the
history and structure of German
national accounts and on the

organisation of the statistical sys¬
tem.

(11 75 02 1 ) ISBN 92-64-11448-3
94 pages	 £ 7.60 S 3.50 F 14.00

OECD FINANCIAL STATISTICS

N° 9 - Volume l/STATISTIQUES
FINANCIERES DE L'OCDE

(December 1975).

(10 75 10 3) ISBN 92-64-01424-1
572 pages, bilingual
The 2 volumes

£16.00 S 37.50 F 150.00

Subscription £33.00 $75.00 F 300.00

THE CHEMICAL INDUSTRY, 1973-

1974/L'INDUSTRIE CHIMIQUE

(December 1975).

(71 75 10 3) ISBN 92-64-01428-4
1 60 pages, bilingual

£ 4.40 % 10.00 F 40,00

PROVISIONAL OIL STATISTICS

BY QUARTERS. 2nd Quarter 1 975/

STATISTIQUES PETROLIERES

PROVISOIRES (January 1976)
22 pages, bilingual.

(60 75 02 3) ISSN 0474-6015
Single copies £0.60 $1.50 F 6.00
Subscription (4 issues)

£1.80 $4.50 F 18.00

PULP AND PAPER. Quarterly
Statistics. 1975-3/PA ES ET

PAPIERS. Statistiques trimestrielles
(January 1976) " Document
Series 56 pages bilingual.

(73 75 03 3) ISSN 0335-377X
Single copies £1.20 $3.00 F 12.00
Subscription £ 3.60 $ 9.00 F 36.00

THE NON-FERROUS METALS

INDUSTRY, 1974/L'INDUSTRIE
DES METAUX NON FERREUX

(February 1976).

(71 75 30 3) ISBN 92-64-01427-6
80 pages, bilingual

£ 2.40 $ 5.50 F 22,00

THE CEMENT INDUSTRY. Statis¬

tics 1974. Trend 1 975/L'INDUS-

TRIE DU CIMENT (January 1976).

(71 76 90 3) ISBN 92-64-01460-8
32 pages, bilingual

£1.30 Î3.00 F 12,00

" Development Centre Studies
Series :

ADJUSTMENT FOR TRADE.

STUDIES ON INDUSTRIAL

ADJUSTMENT PROBLEMS AND

POLICIES (January 1976).

(41 75 04 1) ISBN 92-64-11449-1
316 pages. .. . £5.00 $11.00 F 45.00

LIAISON BULLETIN N° 3-4/1975.
DIRECTORY OF SOCIAL SCIENCE

RESEARCH AND TRAINING

UNITS - ASIA/BULLETIN DE

LIAISON N° 3-4/1975 (December
1975).

(40 75 03 3) ISBN 92-64-01426-8
2 1 6 pages, bilingual

£1.60 $4.00 F 16,00
Subscription (4 issues)

£2.60 $6.50 F 26.00

" OECD Agricultural Policy Re¬
ports " Series :

REVIEW OF AGRICULTURAL

POLICIES. General Survey (Decem¬
ber 1975).

(51 75 07 1 ) ISBN 92-64- 1 1450-5
104 pages 	 £ 2.70 $ 6.00 F 24.00

" Agricultural Products and Mar¬
kets " Series :

UNCONVENTIONAL FOOD¬

STUFFS FOR HUMAN CONSUMP¬

TION (January 1976) "Document"
Series.

Examines new food products, in
particular new protein foods :
present importance and future
prospects, production technology,
economic and technical advantages,
role for developing countries.

(57 75 08 1 ) ISBN 92-64-11451-3
66 pages	 £ 7.30 $ 3.00 F 12.00

NUCLEAR LAW BULLETIN N° 16

(January 1976).

(67 75 16 1) ISSN 0304-341X 56 pages
Subscription (2 issues and supplements )

£ 2.80 $ 6.25 F 25,00

ESTIMATED POPULATION EXPO¬

SURE FROM NUCLEAR POWER

PRODUCTION AND OTHER

RADIATION SOURCES, by Edward
E. Pochin MD, FRCP (January
1976).

(66 76 01 1) ISBN 92-64-11 453-X
48 pages	 £ 7.60 * 3.50 F 14.00

RESEARCH ON TRAFFIC CORRI¬

DOR CONTROL (December 1975).

(77 75 03 1 ) ISBN 92-64-11446-7
102 pages 	 £ 2.00 S 4.50 F 18.00

AIRPORTS AND THE ENVIRON¬

MENT (December 1975).

(37 75 03 1) ISBN 92-64-11377-0
292 pages.... £4.40 $10.00 F 40.00

" Reviews of Manpower and Social
Policies " Series :

MANPOWER POLICY IN AUS¬

TRALIA (January 1976).

(81 75 02 1 ) ISBN 92-64-11437-8
138 pages.... £2.90 S 6.50 F 26.00

SOCIALLY RESPONSIBLE WAGE

POLICIES AND INFLATION

(December 1975).

A study of the approaches of four
countries (Germany, the Nether¬
lands. Sweden and the United

Kingdom) with very different indus¬
trial relations systems and wage
policy traditions, to problems of
inflation.

(81 75 03 1) ISBN 92-64-11444-0
68 pages	 £ 7.60 $ 3.50 F 14.00

THE INTERNATIONAL TRANSFER

OF MICROTEACHING PRO¬

GRAMMES FOR TEACHER EDU¬

CATION (January 1976).

A report of five pilot studies carried
out by CERI in Sweden, the United
Kingdom, the Netherlands, and
Germany in the transfer/adaptation
of a method of teacher training,
developed originally in the United
States, which uses this model to

examine the problems of interna¬
tional exchanges of educational
practices.

(96 76 01 1) ISBN 92-64-11452-1
78 pages	 £ 7,50 S 4.25 F 1 7.00

DEVELOPMENTS IN EDUCA¬

TIONAL LEAVE OF ABSENCE

(February 1976).

(96 75 16 1 ) ISBN 92-64-1 1436-X
238 pages 	 £3.80 $8.50 F 34.00

CLASSIFICATION OF EDUCA¬

TIONAL SYSTEMS Summary
Volume (January 1976).

(91 75 08 1 ) ISBN 92-64-11433-5
50 pages	 £ 7.30 S 3.00 F 12.00

CLASS AND PEDAGOGIES

VISIBLE AND INVISIBLE (Decem¬
ber 1975) " Document " Series.

(96 75 03 1 ) ISBN 92-64-11334-7
36 pages	 £ 7.00 $ 2.50 F 10,00

EARNINGS AND EDUCATION IN

OECD COUNTRIES by George
Psacharopoulos (December 1975)
" Document " Series.

(91 75 04 1 ) ISBN 92-64-11364-9
196 pages.... £2.00 $5.00 F 20.00

REVIEW OF NATIONAL SCIEN¬

TIFIC AND TECHNICAL INFOR¬

MATION POLICY : IRELAND

(February 1976) " Document
Series.

(93 75 03 1 ) ISBN 92-64- 1 1335-5
82 pages	 £ 1.20 $ 3.00 F 12.00

ABOUT OECD

A penetrating study entitled "First

World Relationships: The Role of the

OECD" written by Miriam Camps has

just been published jointly by the Atlan¬
tic Institute for International Affairs and

the Council on Foreign Relations (1).
It focusses on OECD as an expression

of the "age of new interdependence"
and examines how the advanced market

based nations should manage their eco¬
nomic relations with one another and

with other groups of countries.

(1 ) The At/antic institute lor Interna¬
tional Aftairs, 120, rue de Longchamp,
75116 Paris: Council on Foreign Rela¬
tions, 58 East 68 Street, New York,
New York 10021.

*

An address given by Ambassador
William C. Turner, United States Repre¬

sentative to OECD, on January 8th 1976
to the U.S. Council of the International

Chamber of Commerce in New York

City, is available from the Public Affairs
Office, U.S. Delegation to OECD, 19, rue

Franqueville, 75016 Paris. Although
written from a United States point of

view, the picture it presents is a well
rounded one covering OECD's work on
economic policy, the McCracken Group,
trade policy, investment policy, multi¬
national enterprises, the Trade Pledge,
Financial Support Fund, International

Energy Agency and the North-South

Dialogue.
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Where to obtain OECD Publications

ARGENTINA

Carlos Hirsch S.R.L.,

Florida 165, Buenos-Aires.
Tel. 33-1787-2391 Y 30-7122.

AUSTRALIA

International BCN Library Suppliers Pty Ltd.,
161 Sturt St., South Melbourne, Vic. 3205.

Tel. 69.7601.

658 Pittwater Road, Brookvale NSW 2100.
Tel. 938 2267.

AUSTRIA

Gerold & Co. Graben 31, Wien 1.
Tel. 52.22.35.

BELGIUM

Librairie des Sciences,

Coudenberg 76-78, B 1000 Bruxelles I.
Tel. 512-05-60, 513-37-36.

BRAZIL

Mestre Jou S.A.,

Rua Guaipâ 518, Caixa Postal 24090,
05089 Sao Paulo 10. Tel. 256.2746/262.1609.
Rua Senador Dantas 19 s/205-6
Rio-de-Janeiro - GB. Tel. 232.07.32.

CANADA

Information Canada,
Ottawa KIA OS9.

171 Slater

Tel. (613) 992-9738.

DENMARK

Munksgaards International Booksellers,
Norregade 6, DK-1165 Copenhagen K.

Tel. (01) 12.69.70.

FINLAND

Akateeminen Kirjakauppa,
Keskuskatu 1, 00100 Helsinki 10.

Tel. 625.901.

FRANCE

Bureau des Publications de l'OCDE,
2 rue André-Pascal, F 75775 Paris CEDEX 1 6.

Tel. 524.81.67.

Principaux correspondants
13602 Aix-en-Provence : Librairie de

l'Université. Tel. 26.18.08.

38000 Grenoble : Arthaud. Tel. 87.25.1 1.

31000 Toulouse : Privât. Tel. 21.09.26.

GERMANY

Verlag Weltarchiv GmbH,

D - 2000 Hamburg 36, Neuer Jungfernstieg 21 .
Tel. 040-35-62-500.

GREECE

Librairie KaufFmann,

28 rue du Stade, Athens 132. Tel. 322.21.60.

HONG KONG

Government Information Services,
Sales of Publications Office,
1A Garden Road. Tel. H-252281-4.

ICELAND

Sn_ebjôrn Jônsson & Co., h. f.,
Hafnarstraeti 4 and 9,
P.O.B. 1131 - Reykjavik.

Tel. 13133/1 428 1/11 936.

INDIA

Oxford Book and Stationery Co. :
Scindia House, New Delhi I. Tel. 47388.

17 Park Street, Calcutta. Tel. 24083.

IRELAND

Eason & Son, P.O.B. 42,

40-41 Lower O'Connell Street, Dublin I.
Tel. 74 39 35.

ISRAEL

Emanuel Brown :

9 Shlomzion Hamalka Street, Jerusalem.
Tel. 234807.

35 Allenby Road, Tel-Aviv. Tel. 51049/54082.
48 Nahlath Benjamin Street, Tel-Aviv.

Tel. 53276.

ITALY

Libreria Commissionaria Sansoni,
Via Lamarmora 45, 50121 Firenze.

Tel. 579751/2/3.
Via Bartolini 29, 20155 Milano. Tel. 365083.
Sub-depositari :
Herder Editrice e Libreria,
Piazza Montecitorio 120, 00186 Roma.

Tel. 674628.

Libreria Hoepli

Via Hoepli 5, 20121 Milano. Tel. 865446.
Libreria Lattes

Via Garibaldi 3, 10122 Torino. Tel. 519274.
La diffusione délie edizioni OCSE è inoltre

assicurata dalle migliori librerie nelle città più
importanti.

JAPAN

OECD Publications Centre,

Akasaka Park Building,
2-3-4- Akasaka, Minato-ku
Tokyo 107. Tel. 586-2016.

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

Tel. 272-7211.

LEBANON

Documenta Scientifîca/Redico,
Edison Building, Bliss Street,
P.O. Box 5641, Beirut. Tel. 354429-344425.

THE NETHERLANDS

W.P. Van Stockum,

Buitenhof 36, Den Haag. Tel. 070-65.68.08.

NEW ZEALAND

The Publications Manager
Government Printing Office,
Mulgrave Street (Private Bag),
Wellington. Tel. 737-320.

and Government Bookshops at
Auckland (P.O.B. 5344). Tel. 32.919.

Christchurch (P.O.B. 1721). Tel. 50.331.

Hamilton (P.O.B. 857). Tel. 80.103.

Dunedin (P.O.B. 1 104). Tel. 78.294.

NORWAY

Johan Grundt Tanums Bokhandel,

Karl Johansgate 41/43, Oslo I.
Tel. 02-332980.

PAKISTAN

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

Tel. 66839.

PHILIPPINES

R.M. Garcia Publishing House,
903 Quezon Blvd. Ext., Quezon City,
P.O. Box 1860 Manila. Tel. 99.98.47.

PORTUGAL

Livraria Portugal,
Rua do Carmo 70-74, Lisboa 2. Tel. 360582/3.

SPAIN

Libreria Mundi Prensa, Castello 37, Madrid 1.

Tel. 275.46.55/276.02.53.
Libreria Bastinos de José Bosch,

Pelayo 52, Barcelona 1. Tel. 222.06.00.

SWEDEN

Fritzes, Kungl. Hovbokhandel,
Fredsgatan 2, 1 1 1 52 Stockholm 16.

Tel. 08/23.89.00.

SWITZERLAND

Librairie Payot,
6 rue Grenus, 1211 Genève 11.

Tel. 022-31.89.50.

TAIWAN

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

TURKEY

Librairie Hachette,

469 Istiklal Caddesi, Beyoglu, Istanbul,
Tel. 44.94.70.

and 14 E Ziya Gôkalp Caddesi, Ankara.
Tel. 12.10.80.

UNITED KINGDOM and

CROWN COLONIES

H.M. Stationery Office
P.O. Box 569, London SE1 9NH,

Tel. 01.928.6977, Ext. 410.
or

49 High Holborn
London WC1V 6HB (personal callers)
Branches at : Edinburgh, Birmingham,

Bristol, Manchester, Cardiff, Belfast.

UNITED STATES

OECD Publications Center,

Suite 1207, 1750 Pennsylvania Ave, N.W.,
Washington, d.c. 20006. Tel. (202) 298.8755.

VENEZUELA

Libreria del Este,

Avda F. Miranda 52, Aptdo. 60337, Edificio
Galipan, Caracas 106.

Tel. 32.23.01/33.26.04/33.24.73.

YUGOSLAVIA

Jugoslovenska Knjiga, Terazije 27,
P.O.B. 36, Beograd. Tel. 621.992.

Orders and inquiries from countries where
Sales Agents have not yet been appointed
should be sent to OECD Publications Office,

2 rue André-Pascal, F 75775 Paris CEDEX 1 6.

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