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Agricultural Commodities:
Trends inWorld

Supply and Demand to 1985
Very inadequate food supplies in many developing countries, unstable agricultural markets

and high costs ofproduction ; these were the main characteristics of the situation
in which the OECD Secretariat undertook a study of longer term trends for the world as a whole:

the following article is based on its conclusions (1) and some extracts.
The situation was also marked by changes in international economic relations: large countries such as the USSR,

have appeared on the market making substantial purchases of cereals while others,
such as the oil exporters, have acquired a financial strength which enables them to develop their agriculture

and increase their food imports. As for developing countries, they are demanding
the establishment of a new international economic pattern which should have repercussions on the agricultural

and food economy.
The study particularly examines the likely trends during the next ten to fifteen years in the main producing,

consuming and trading countries of the world highlighting the effects on the policies of OECD countries in the field
of agriculture, trade and development aid. A two-fold approach was used to analyse the situation,

one regional to show the problems which characterise certain countries and the other by commodities
so as to draw the relevant conclusions with regard to trade and markets.

The Outlook

OECD Area: High Production Potential

In the industrialised market-economy countries, there should be

no overriding physical or technical obstacles to the expansion of

production: there are ample supplies of cultivable land, even if
some can only be brought into production at considerable cost;

manpower should not constitute a limiting factor, although in
some areas, especially in North America, the limit to which the

agricultural population can be allowed to shrink is approaching;
there should be no lack of capital if demand justifies the expansion

of production; the already considerable technical and managerial
capabilities will continue to improve.

As compared with this production potential, there will be only
a slight increase in internal demand, owing to the high level of
nutrition already reached and the slow increase in population.

Demand for animal feedingstuffs will follow a similar trend, owing

to the productivity reserves in the livestock sector and new,
non-agricultural products now supplementing traditional animal
feeds. Thanks to the satisfactory economic and technological
environment, farmers in most OECD countries could therefore

easily step up their output appreciably in the fairly near future.
The mobilisation of this potential does, however, pre-suppose

adequate economic returns.

In this connection changes in price ratios between farm products

and inputs are important. A big increase in the cost of the latter,
such as has occurred recently, may lead to a reduction in the use

of these inputs in the immediate future: yet at the present stage
of agricultural progress in the developed countries, they largely

determine the technological level, and consequently the product¬

ivity gains and the level of production. Despite possible short-
term difficulties it may be assumed that in the longer run the

necessary adjustments will be made, and agricultural production

in the OECD area will respond to demand, as a result of market

signals or state intervention.

These considerations confirm the close links between agriculture

as such and suppliers of its inputs and users of its products, which

together constitute the food sector, and between that sector and
the rest of the economy. These links are likely to be further

strengthened in coming years, thus making agriculture in the
industrialised market economy countries still more sensitive to the

general economic situation. At the same time, the food sector,
with its human, technical and financial resources, will be able to

adapt its development strategy fairly rapidly to market require¬
ments dictated by the general trends of the economy.

Developing Countries: A Critical Situation

Despite marked differences in situation and economic outlook,

food requirements are far and away the most important in the

developing countries because the average level of nutrition in these
countries is still inadequate while their population growth rate

is very high. Their production potential is also considerable, as

shown by the results obtained in several countries.

However, the expansion and modernisation of agriculture and

food production in vast areas of the world are hampered by many
human, technical, financial and institutional obstacles. Although

agricultural development is the first essential to secure better

(I) The study will be published in autumn under the title " Study of
Trends in World Supply and Demand ofMajor Agricultural Commodities ".
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nutrition and better employment of the growing population, and

ipso facto a solid basis for economic development, it is often in

this field that progress has been slowest. The two prime causes
are the low priority hitherto accorded to agriculture and the

difficulties inherent in the growth of this sector.

During the next ten to fifteen years, several countries will be able

to speed up their process of economic development, with the help,
inter alia, of new financial resources (either their own or drawn from

foreign aid). For many countries, however, notably the most

densely populated and the least developed, food prospects are very
alarming. With an economic structure essentially based on tradi¬

tional agriculture, and lacking the human and financial resources

needed for rapid development, these countries are faced with a

difficult choice: either to produce as much as possible as fast as

possible to satisfy the demand of the rapidly growing urban

population, concentrating on the most modern sector of agricul¬

ture, or to try to raise productivity in subsistence agriculture, to

improve the food situation for the great mass of the rural
population.

To solve this dilemma it would be desirable to develop a new,

balanced strategy whereby progress in the advanced sector would

have a stimulating effect on the traditional sector. Current attempts

to achieving integrated development of the rural economy also

deserve attention. In any event, the aim should be to ensure that

the increase in agricultural production exceeds the increase in

population, not merely to prevent any deterioration in the

present food situation, but to bring about some improvement.

For the poorest countries, already densely populated, with

negligible unexploited resources and at the mercy of climatic

hazards and natural disasters, a high level of food aid will remain

essential during the coming years, even if it is of uncertain value

for economic development. However, even in these countries, the
real solution to the serious problems of nutrition resides, in the

long run, in the increase of domestic food production. Aid from
the industrialised countries should be directed to this aim.

Political choices in this part of the world may also have a

considerable influence on the volume of aid and import require¬
ments. For example, if social inequalities were reduced more

rapidly than in the past, in accordance with the aspirations of the
population, this would lead to an increase in the effective demand

for food which would call for additional imports or the speedier
growth of agricultural production, both of which would be difficult
to achieve without massive external aid.

Uncertainty as to the USSR's Import Requirements

Uncertainties as to how much of world demand for food will

have to be satisfied by imports are aggravated by the difficulties of
estimating the requirements of the Soviet Union and the countries

of Eastern Europe. No doubt the agricultural production poten¬
tial of these countries would enable them to satisfy a higher
demand for food than the present level, and even to have some

quantities of certain products available for export. One of the
aims of present policy is, in fact, to secure a substantial increase

in consumption, especially of livestock products; but this aim

seems to exceed the foreseeable possibilities of increasing domestic
production of animal feedstuffs.

The question is how fast this production might be increased,
and how soon it might be employed on more rational lines.

Admittedly, ambitious plans have been drawn up, and these
countries are not hampered by such limiting factors as shortage
of manpower, land or water. But the speedy implementation of
these plans may well be very costly and may raise problems of



choice between investment in agriculture and more direct invest¬

ment in industrial production; annual harvests may be affected by

very harsh climatic conditions; it may not be possible, over the
coming ten to fifteen years, to overcome the administrative and

managerial déficiences which so often put a brake on development.

For this reason, estimates of import requirements are very risky.

At one extreme, the policy might be to satisfy demand in full

without any parallel development of the production of feedstuffs;
imports would then increase far beyond the level reached in recent
years. At the other extreme, the policy might be to considerably
lower the targets for consumption of animal products; a reduction

in import requirements could then be expected, or even occasional
surpluses of cereals and, in certain countries, of livestock products.

In fact, given the difficulties inherent in these two alternatives,
the course followed will probably lie midway between the two:

continuation of present policies with regard to consumption, but
on a less ambitious scale. Cereal imports might then correspond

to the average for the last few years, while imports of vegetable

proteins would increase. The agreement recently concluded
between the USSR and the United States falls fairly well in line

with this prospect. But while it introduces a certain element of
stability into imports, it does not exclude substantial annual
fluctuations due to harvest uncertainty. The strategic significance

of stock levels and of crop forecasts, and the secrecy which

surrounds them, especially in the USSR, may well remain a major

factor in the unpredictability of the market.

Growing Interdependence Between Cereals and Live¬
stock

Although direct consumption for human food is bound to

represent the chief use of cereals in developing countries for many
years to come, this is no longer the case in the OECD countries,
and will soon cease to be the case in East European countries,

including the USSR. The consequence is greater sensitivity of
the whole cereal sector to fluctuations in the general economic

situation: the demand for livestock products, and consequently

the demand for feed grains, in fact depend more closely on varia¬

tions in income than does the demand for bread grains.

While in the past fluctuations in the cereals market were due

to variations in harvests, in future they will also be due to changes

in the demand for livestock products, though the effects of both

may be felt simultaneously. Thus a sustained demand for meat
when harvests are poor can as noted in recent years lead to

a sharp increase in the price of cereals.

Increasingly Important Role of Technical Innovation

When considering the outlook for the coming years, the growing

part played by technical innovation in the agricultural food com¬
plex must be noted, not only because of possible new discoveries
but also the wider application of methods still limited to certain

advanced sectors, the speed of application being closely related to

general economic conditions. In the recent period, innovation
made possible higher agricultural productivity (use of chemical
products), partial replacement of natural products (use of urea in
cattle feed, use of vegetable products as meat substitutes), not to

mention important discoveries in genetics and biology.

The introduction of technical innovation in the food sector

should increase in the OECD area, in accordance with market

trends. The object would be to reduce production costs, supple¬

ment now unreliable sources of supply, or find new uses for

agricultural products. Similarly, in the planned economy coun¬
tries, more far-reaching technical innovations may be expected, as

indicated, for example, by efforts in the USSR to develop the use
of urea and yeast in animal feeds. In the developing countries
innovation may continue to play only a minor role, because of the
obstacles to large-scale application. With a sustained effort on

the part of the governments concerned, and increased technical
assistance from the developed countries, this factor should assume

increasing importance in the next few decades.

The Problems

Instability in agricultural markets and relations with developing
countries are the two areas which will cause OECD Member

countries the most problems at international level. But it would

be wrong to underestimate the domestic problems: introducing
more flexibility in the agricultural sector, so that it can adjust more

smoothly to changes in domestic and international supply and
demand; achieving a level of production which will guarantee

relatively stable prices while at the same time setting limits to
costly support and protection measures. These policies should
be pursued not only because they are in Member countries' own
interests, but also because, indirectly, they contribute to the efforts
needed to solve the international problems.

Market Instability and Trade Relations

The market for the main agricultural products is likely to suffer

from instability over the next ten to fifteen years, causing wide

price fluctuations and changes in trade flows. Natural factors
(vagaries of the climate, biological cycles, etc.) will be reinforced

by the growing integration of the cereals and meat sectors men¬
tioned earlier.

It is already clear that this instability not only affects the eco¬

nomies of the developed countries and aggravates the inflationary

pressures afflicting them, but undoubtedly handicaps those
developing countries which are importers of farm produtsc,

causing them serious balance-of-payments difficulties and impeding

their development efforts.

This instability might be aggravated by the conflict between a

possible trend towards increased self-sufficiency in several deve¬
loped, importing areas on the one hand and an increase in produc¬
tion and export potential of the main exporting countries on the
other. Production might thus be cut back in the traditional

exporting countries notwithstanding their satisfactory production
conditions, and, if appropriate steps are not taken, it might become
harder to meet intermittent demand at world level.

If governments and the chief economic agents are to cope with
the difficulties generated by this situation, a first essential is
economic information on the situation and outlook for domestic

and international markets. A fuller knowledge of the structure

and functioning of the markets is also needed so as to improve

market transparency.

Sale and purchase contracts covering several years, or other
arrangements providing medium-term guarantees to importing and
exporting countries appear destined to become more common
especially for cereals. These should reduce the degree ofuncertainty
on the markets and thus preclude excessive price fluctuations.

Steps should be taken at the same time to see that the residual
portion of the international market, from which developing
countries in particular draw their supplies, is not subjected to still
wider fluctuations.

A concerted stockpiling policy deserves close examination

although the basic question has not yet been solved whether it
is possible to deal with the stockpiling problem independently of
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other arrangements concerning prices, trade and food aid.

Nevertheless, the constitution and management of such stocks

should be operated with great care in order to avoid the adverse

effects which they might have on prices and on farmers' decisions

if they were unduly large.

Trends in international trade flows will be affected by three main

factors: the rate of increase in production in the OECD area,

which will sometimes exceed the anticipated growth in domestic

consumption; the degree of success met with by agricultural and

food policy in such countries as the USSR, and the future orien¬

tation of this policy; the extent to which the developing countries

manage to satisfy their domestic demand from domestic production.

Although the main currents in international trade for the

products covered by the study should continue namely from

North America and Oceania to the USSR, South East Asia, Japan

and China certain changes are probable with regard to the
volume of this trade.

Thus Western Europe's overall import needs could be reduced

but certain import flows in specific products are likely to be

maintained. Western Europe might become a bigger regular

supplier of certain products to other parts of the world, especially
to the developing countries, but even these exports would still play

a modest part by comparison with the big traditional exporters
and also compared with total production and consumption in
this area.

Eastern Europe and the USSR will continue nevertheless to

depend on agricultural trade. Even though certain trade flows

with these regions proved to be more stable than in recent years,
import requirements (or export availabilities) might still expe¬
rience fairly sharp fluctuations. Notwithstanding recent agree¬
ments, which should give some indications on possible trends
between now and 1980, there remains considerable uncertainty as
to the net position of these countries on the world market in the

coming ten to fifteen years. As for China, it is not likely to
increase its imports and may even become self-sufficient. Conse¬

quently China is not likely to exercise any disruptive effect on
world markets.

Japan continues to be the main regular importer of cereals in

the world and the importance of this role may well increase;

because of this dependence, it is particularly vulnerable to market

fluctuations. Japan will in all probability continue to try to
secure stable supplies.

The future position of Latin America in world trade remains

rather uncertain. Food needs will increase considerably because

of the population increase. But that region's considerable produc¬
tion potential should make it possible, if it is adequately mobilised,
for this region to satisfy its own demand without much recourse

to imports.

As to the countries of Asia and Africa, food imports will
naturally remain considerable for most of them. Undoubtedly



some of these countries (exporters of oil and other commodities)

are experiencing rapid economic growth and could become large

importers of food products. On the other hand, the poorest

countries often the most densely populated will probably have

difficulty in obtaining sufficient supplies on commercial markets

even to satisfy their effective domestic demand not to speak of

their nutritional needs. Relations with this group of countries

will pose the biggest problem over the next few years.

Aid to Developing Countries

The food situation in the developing countries cannot be

examined solely from the market viewpoint, which is only con¬

cerned with effective demand. This approach in fact conceals

the real problem the physical needs of individuals. The basic

question is twofold: how far these needs can make themselves felt
on the market and be reflected in commercial imports and to what

extent they will or will not be covered by food aid. The answer

to these questions will depend not only on trends in agricultural

production or the terms of international trade but also on the

general economic development of the countries concerned.

Whether it is desired to speed up this development and contribute

in this way to improved nutrition or to bring in greater food

resources from abroad than in the past, converging efforts on an

unprecedented scale will be required both from the countries

concerned and from the rich countries whether or not they are

members of the OECD. This is certainly the area where the

biggest changes and innovations will have to be made in concepts

and practices in all countries.

Increasing aid to agricultural development and improving its

effectiveness should constitute a major objective for all countries

capable of doing so and also for the international institutions.

The way this assistance has developed during the last few years is

encouraging as it denotes an awareness of the real problems, but

the magnitude of the task is considerable and much remains to

be done. It is clear that outside help cannot produce all the

hoped-for results unless the beneficiary countries themselves attach

the importance to agricultural development that it deserves and

make necessary changes to surmount the obstacles hindering such

development. Doubtless there are few sectors where the solution

of the problems calls for a concerted effort of such a magnitude.

Aid to agricultural development often means helping to improve

the food supply and employment situation for a growing popula¬

tion. But it also means promoting exports of commodities which

many countries depend upon for their expansion. Only a few

developing countries are exporters of the products covered by
OECD's study (mainly maize, soya and beef). Current interna¬

tional efforts in the field of commodities, for example stabilization

of export earnings, should be extended to cover these products on

lines tailored to their specific character.

It should also be borne in mind that the market mechanism in

which the developing countries are residual exposes them to the

side effects of action by more powerful countries or groups of

countries. It has been seen in the last few years and again quite

recently how the industrialised countries' grain purchases can

cause very big rises in short- and medium-term prices, and can

place the developing countries in a very difficult position. In

years to come the need to avert such situations will make itself felt

so as to enable grain-importing developing countries to cover their

food and fertiliser requirements without jeopardising their eco¬

nomic development prospects.

One last point that needs to be stressed is the importance of the

role that food aid will still be called upon to play during the next
ten to fifteen years in order to cope with critical situations and even

to contribute to the economic and social development of the least
developed countries. And this, notwithstanding the well-known
limitations of this form of assistance, not the least of which is the

ability of the beneficiary countries to make use of it. It will no

doubt be desirable to review food aid policies more regularly, not
only to adapt them to changing requirements and markets but to

link them more closely with more general aid, production, stock¬
piling and trade policies. In any event, although food aid may
remain essential for a long time to come and at high levels, it could
never provide more than a temporary answer to the food problems
of the less developed countries: the real solution will have to be
found in the countries themselves.

Analysis by Re3_on

North America

North America has traditionally been an important producer

and exporter of cereals and oilseeds, often supplying about one-half

of annual world trade in these commodities. According to

available studies it appears that the region has adequate physical

potential in unused or under-utilised resources which could be used

economically to maintain and even increase these levels. In the

long term, recent levels of production and export of cereals will

perhaps be equalled or even exceeded; nevertheless if production
is to increase, favourable demand conditions in the world market

as well as continuing favourable domestic market conditions would

be necessary.

Export demands for oilseeds are likely to be more favourable

in future; however the world market is becoming more competitive,

and may cause the North American market share to decline
in the future.

There is also considerable scope for expansion of the North

American livestock industry. Vast areas of under-utilised prairie

North America: In the long term, recent levels of cereal production
and export will perhaps be equalled or even exceeded.

Harvesting hard wheat near Winnipeg in Canada.



grasslands and rangelands exist which could be economically

committed to cattle grazing or fodder production. Better utili¬
sation of these areas combined with lower relative prices for cereals

and feedstuff's could contribute to a major expansion of meat

production in North America, thus increasing the self-sufficiency
ratio for meat and livestock products. However, realisation of
this potential is a long-run prospect and would require greater
coordination efforts whose objective would not be solely the
development of the crop sector. Consequently, it is likely that the
countries of North America will continue to be importers of red

meat, specialty pork products and sheepmeat because living
standards and demands for these meats continue to rise.

Oceania

Australia's potential for production of meat and dairy products

appears to be limited only by economic factors such as price
levels, accessibility of markets, the real rate of expansion of

livestock numbers, and the forage base and infrastructure. On

the other hand, it seems difficult for cereal and oilseed production

to be increased because of the upper limit on area well suited to

production of these types of products between now and 1980. In
other words, availabilities of grain will not rise very rapidly and

it could even happen under certain circumstances, although this

seems very unlikely, that there would be a need for imports of

coarse grains. It is almost certain that imports of oilseed products

will continue and apart from a few special products Australia has

practically no hope between now and 1985 of becoming an exporter
in this field.

New Zealand should continue to export beef, sheepmeats and

dairy produce over the period to 1985.

For all other major agricultural products (with a few minor

exceptions such as oilseeds where some imports will be required)

it appears that production and domestic demand will be broadly
in balance.

It is most likely that availability of beef and veal for export will

increase by more than half while that of lamb will fall slightly and

mutton decline by a fifth. If producer prices were unfavourable,

there would be an even greater drop in the export availability of

mutton and lamb whereas availability of beef and veal would be

unchanged. If producer prices are favourable, availability of all

three meats would rise strongly.

For dairy products, the milkfat available for export is projected

to be slightly higher than the average for the period 1970/71 to

1972/73 under the most likely set of assumptions. In case of

strong international demand it would be possible to export much

larger quantities.

Japan

The growth and compositional changes of food intake will slow

down gradually. Nevertheless consumption will not have reached

the present level of other high income countries because of the

specific dietary pattern of the Japanese people. With regard to

agricultural production, the potential for rice still exceeds consump¬

tion, and a shift to other crops is likely to continue. In order to

increase domestic production of wheat, barley, soybeans and beef,

some price incentives by the Government are likely to be needed.

However, in the long term it is the improvement of agricultural

structures which will determine the potential for increasing

productivity and production.

Japan will continue to be a large net agricultural importer.

The bulk of feed grains will have to be imported to develop the

domestic livestock industry. Imports of wheat, feed grains and

Oceania : The region should continue to export beef,
sheep-meats and dairy produce over the period to 1985.

Sheep-raising on New Zealand's North Island.

soybeans may reach 27 million tons in 1985. Consequently,

prevailing conditions in exporting countries as well as the general

situation on the world market will have a strong effect on the

agricultural and food sectors. One of the major concerns will be

to ensure stable imports.

Western Europe

Notwithstanding certain negative factors, the potential for

increased agricultural production remains considerable. It would

certainly allow for an annual growth of 3 per cent given a greater

effort to train producers and favourable conditions as regards the

financial resources needed to step up rationalisation particularly

in animal production. Nevertheless, in the final analysis, it is

trends on national and international markets which will largely

determine the rate of growth of production. An increase in cereal

production would be all the easier in that it would not require large
scale investments. Production, which stood at 166 million tons

in 1971-73 could easily reach 200 million tons and even exceed

this figure by a large margin if there were a conjunction of favou¬

rable factors. Thus Western Europe's net trade with the rest of

the world might tend towards zero.

The prospects for meat are much more uncertain. For beef
meat the uncertainties stem from three factors: the trend of

European demand and prices; the rate at which traditional pro¬

duction techniques will be improved and new techniques adopted,

and the effects on meat production of the developments in the milk

8



market. That is why, on the assumption of a sustained increase
in consumption, it may be considered that Western Europe as a
whole might remain a net importer of quantities similar to those
recorded in 1971-73 (800,000 tons a year), just before the present

crisis. On the assumption of less sustained consumption, net

imports could be only a few hundred thousand tons.

In the dairy sector, more or less permanent difficulties must be
expected in the coming years for two reasons: on the one hand
the considerable production potential which still exists and which
cannot fail to be mobilised, at least in part, because of support

policies, and on the other hand the stagnation of European
demand and the limited scope of non-European commercial

markets. Assuming that there will be increased production of

agricultural products and some growth in consumer incomes, and
taking account of intra-European trade, Western Europe might
not merely be self-sufficient but might even be faced with sub¬

stantial milk surpluses, which could not be absorbed by commercial
markets. If it is borne in mind that over-production of milk of

only 5 per cent would be equivalent to an exportable surplus of
about 300,000 tons of butter and 600,000 tons of skim milk powder,

the scale of the problems which threaten to arise can be measured.

Eastern Europe

The incomplete information available indicates that the present

direction of agricultural policy will be maintained. The share of

agriculture in total investment remains high, and although a
decrease in investment has been registered in other sectors in some

countries, the over-fulfillment of agricultural investment plans in

these countries indicates a determination to ensure that growth

will be maintained, even if the costs of doing so are higher than

foreseen. Assuming that this attitude continues to be reflected

in action, the priority task will be to ensure adequate animal feed

production increases.

Western Europe : On the assumption ofa sustained increase in consumption,
Western Europe as a whole might remain a net importer

of meat in quantities similar to those recorded in 1971-1973.
Cattle feeding near Fontainebleau in France.

Given the likelihood of further small decreases in the cultivated

area, the principal elements in further growth of production are

likely to be, among others, the development or importation of new
seed varieties, especially herbage seed and hybrid maize and

further increases in fertiliser use. Furthermore it is proposed to

approximately double or treble the total area of irrigated land,

which is at present approximately 3 million hectares. The area
which could be sown to cereals is not known but on reasonable

assumptions could also yield a further 3-4 million tons of grain.
These figures imply possible cereal yield and production increases

to 1985 of about 2 per cent annually (20 million tons) compared

with over 4 per cent (13 million tons) between the 1966-70 average
and the present.

Oilseed production, just over half of which is sunflower, has
risen from 2.3 million tons in 1966-70 to 2.6 million tons in 1971-73,

an average annual increase of about 3 per cent. On the assump¬
tion of a continuation of this rate of growth the oilseed crop could

rise to 3.9 million tons by 1985. The area devoted to soya could

double or treble (250 thousand tons approximately in 1973).

Increased fertiliser use and the sowing of larger areas to alfalfa and

other high protein crops should increase availabilities, but it is
most unlikely that this will cover more than a small part of the

extra protein requirement.

In order to calculate future feed requirements it has been

assumed that consumption of livestock products will continue

approximately in line with, or in some cases a little below, recent
trends. Meat consumption per capita could, under these assump¬

tions, rise to 55-85 kg a year. The main overall assumption is

that policy towards consumption and, in particular, to agricultural
consumption will remain sufficiently favourable to ensure that the
level of resources allocated corresponds to needs. It is supposed

that in the high consumption countries the growth of consumption,

particularly of meat, will be slightly below the trend. This
assumption is based on the fact that with a reduction in imports
of low-priced animal feeding stuffs in the offing, it is probable
that consumer tastes will transfer to other types of food.

The USSR

Only about 20 per cent of present Soviet cereal production is
absorbed by food requirements. It has, in fact been requirements
for feed which has disrupted world cereal markets in recent years.

The new United States/Soviet grain agreement is a further
indication of the Soviet leaders' determination to give priority to

the development of the livestock sector and to improve food
consumption standards. In fact this agreement will have a
stabilizing effect on the world grain economy. Under the recent
agreement, the USSR undertakes to buy each year over five
years (1976-81) a minimum of 6 million tons of wheat and maize
(in approximately equal parts) and provides for the possibility of
an additional purchase of 2 million tons per annum without inter-
government consultation: the United States will only be able to
block sales if it believes national supplies are likely to fall below
225 million tons. During the last 15 years the lowest United
States crop was 226 million tons, while for 1975 production is
estimated at 242.1 million tons.

The indications are that attainment of the official consumption

norms by 1985 would entail unacceptably large grain imports.
A more likely outcome would be to set livestock consumption
targets at levels more nearly in line with the possibilities for
increasing domestic feed supplies. This suggests that livestock
production targets would be some 10 to 15 per cent lower than
those implied by the consumption norms; to this should be added
gross imports of up to 10 million tons of grain (5 million tons net



imports) and 1 million tons (in terms of protein content) of
non-cereal concentrates.

Large year-to-year fluctuations in cereal production cannot be

excluded, although increased irrigation facilities should help to
reduce them.

If stock levels can be built up as the leadership intends, increased
storage capacity and the normalisation of trading relations with
Western economies should moderate some of the extreme fluc¬

tuations in import demand and act as a stabilizing factor for

world trade in grains (for food and feed).

South and South-East Asia

Because of the approximate nature of the data it would be

reasonable to speak of import needs varying from zero to 40 million

tons. These figures do not take account of the possibility that

production in Bangladesh, India and Pakistan might remain

stationary during the next decade as it has done in India and

Pakistan over the last four years. In the latter case, in order to

prevent a fall in food availability per capita and avoid famine, a

further 34 million tons would be needed. This need could only

be met by imports on a concessional basis but in case of widespread

famine it is not impossible that food would be made available in
this way, providing it were available elsewhere in the world.

However the most likely import needs are well below the 40 million

tons. This relatively optimistic view requires that considerable

inputs be made available to agriculture and that political conditions

allow governments to carry out programmes for increasing pro¬

duction. For production to increase, it seems essential that

fertiliser be made available at prices which encourage its use.

Because of the importance of rice in this region, it is very

important that breeding improvements should take place. Irri¬
gation and the spread of rice growing in the areas and seasons

where it responds to fertiliser applications are important factors
but will not be sufficient without varietal improvements.

Besides increased production, a means of increasing food

availability is to reduce the wastage (in the field before harvest, in

storage and during transport) which is estimated to be a third of
total production. If this could be eliminated, the problem of

food supplies would be largely solved; it is very unlikely that this

can be done in the short term and consequently it has not been

taken into account in OECD's study. The possibility however is
a real one.

Finally, there is the question of demand for imports of animal
products. It has been estimated that in the few countries where

economic growth will allow significant increases in demand for

meat, this will most be produced internally, increasing feedgrain
imports.

China

China is one of the few developing countries where agriculture

has developed successfully in the past decade. This results from

a policy which has given priority to this sector in national economic

development and which is likely to continue to do so in the future.

As the scope for enlarging the arable land area is rather limited,

increases in agricultural production will depend on the more

intensive use of available land and on yield increases. The needs

for capital and technological progress will be even more important

than in the past because the country has advanced from a tradi¬

tional system to the semi-modern stage of agriculture. Among

the various factors which determine the level of agricultural

production, improvement of water control will be one of the most

important. In the future, the increase in food production will

10

USSR: If stock levels can be built up, increased storage capac

South and South-East Asia : Irrigation and the spread
of rice growing will not suffice without varietal improvements.

Below to left: cultivation of rice in India.



îly _7«(/ ?/.e normalisation of trading relations with Western economies should moderate some of the extreme fluctuations in import demand.
Above: agricultural machinery on a collective farm near Kouban.

China: China is one of the few developing countries where agriculture has developed successfully in the past decade. Below to right: cultivation of rice.
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exceed population growth rates and it may be imagined that China

will not suffer from serious problems concerning the relationship
between population and food supplies.

Future prospects for agriculture indicate that there is not likely

to be any significant change in China's position on the international

agricultural market. The present level of rice exports and wheat

imports will be maintained for some time and, if agricultural

production develops satisfactorily, wheat imports could become
only intermittent by 1985. In fact, Chinese agricultural trade has

been stable in the past, and China has not had great impact on
the international market.

Africa and the Near-East

In most if not all countries in this region, the figures of average

per capita income and consumption are of little value in estimating

future consumption levels. The rural population in most of the

countries continues to practice what amounts to subsistence

agriculture in a closed economy. If an African country is self-

sufficient in food and if there is the typical distribution of the

population between city and country, sales to the town population

need only amount to some 30 per cent of production. Food

consumption per rural dweller depends on what he himself has

produced.

Self-sufficiency is assumed for rural areas and an estimate is

made of any marketable surplus which could reach the towns if

transport facilities are adequate. In practice the town diet differs

in many ways from the rural one, and, if foreign exchange is

available, a large percentage of their requirements will be imported.

When people move into towns, it is observed that there is almost

always a change in food habits: they give up locally produced

cereals and starchy roots in favour of imported wheat and rice.

When incomes increase, red meat tends to be very high on the list

of desirable purchases. This means that most of the increases in

meat production in an individual country tend to be absorbed by

the urban market instead of being sold on the world market even

if the purpose of expanding production was to boost exports.

As far as international trade is concerned, the products which

constitute the basic diet of many African countries are of very

minor importance on the world level. Thus in tropical countries
with high rainfall, the basic diet consists of roots, tubers, bananas,

etc; some cassava is processed and exported as animal feed, but

otherwise trade is virtually non-existent. Similarly, countries on

the tropical fringe of desert areas rely on millet and sorghum as

their main starch and protein sources products subject to very

weak demand on the world market. As noted earlier, with

continuing urbanisation, diets will gradually change, and imports

may be required: but even then, demand will only become effective

if the countries through their exports are able to obtain the

necessary resources to pay for these imports.

Latin America

Effective demand for food in Latin America should increase by
3.3 to 3.6 per cent per annum during 1975 to 1985 while the

population increase is expected to be 2.8 per cent. This would
imply an improvement in the diet of the average inhabitant.

Nevertheless a rapid increase in the consumption of livestock

products would be required to eliminate malnutrition among the
poorest classes. However, such a development hardly seems

possible during the coming decade because it would suppose
important changes in the distribution of incomes.

In the next ten years effective demand for food, which is lower

than potential demand, is expected to be met almost fully by

production within the region with the exception of wheat and milk.

The volume of the region's exports of cereals and beef will probably
show a slow increase. Production of cereals could reach 1 1 1 to

121 million tons by 1985, which leaves a net export surplus of
3 to 9 million tons for Latin America as a whole. Net export
expectations are 8 to 10 million tons for maize, 3 million tons for

sorghum and 1 to 3 million tons for rice, whereas for wheat a net

import deficit of 7 to 9 million tons is foreseen because of rising
imports in most Latin American countries.

As for beef the outlook is uncertain in view of the present
congestion on traditional markets and strong production cycles
especially in Argentina and Uruguay. It is estimated that beef
exports from Latin America should reach 1.6 to 1.8 million tons

by 1985, of which 0.8 to 1 million tons would be from Argentina.
But Argentina could easily produce an additional 0.6 million tons of

beef for export in the absence of marketing and price constraints.

Latin America will probably have to import increasing quantities
of milk products, chiefly milk powder, as price policies do not
encourage intensive dairy farming. The outlook for a rapid
increase in commercial pig production is good and the same

applies to the poultry industry which is already fairly modern in

several Latin American countries. Rates of growth of 4.5 to

5.5 per cent per annum could be achieved for these products
provided mixed feed prices are kept in check.

Thus during the next 10 years, demand, production and trade
in cereals and livestock products will be influenced and to some

extent restricted by factors which themselves will change only in
the longer run. Thus the relative position of Latin America as

a world supplier of cereals and livestock products will probably
continue to decline and the disparity within the region between
food surplus and deficit countries is likely to widen.

Prospects for International Trade
in the Principal Products (2)

Cereals

The general trend towards greater self-sufficiency in cereals in
OECD countries implies a reduction in trade between Member

countries. Japan is the only important net importer capable of
considerably increasing its purchases, particularly for coarse

grains (from 12 million tons in 1971-73 to approximately 18 million
in 1985), while imports of wheat are not expected to change
significantly. It is expected that from being a net importer of
16 million tons of cereals at present (particularly of maize and

North American hard wheats for bread making in certain coun¬

tries), Western Europe will reach a position of approximate balance
in its external trade in cereals. As far as wheat is concerned, the

present situation, characterised by import of hard wheat for bread
making and exports of soft wheat, could continue. It is in the

coarse grain sector that the main change will occur because of the

expected increase in production.

Import needs of the Communist world should not require any
major production effort in the exporting countries of the OECD.

Taking account of possible exports to Eastern Europe, net imports
by the USSR are not expected to exceed five million tons, and its

net trade could even be in balance. Some wheat is likely to be

imported (perhaps five to ten million tons) but these imports
should be totally or partially offset by exports of coarse grains.

This conclusion is based on the assumption of normal weather

(2) Examination of the factors influencing supply and demand trends for
the principal products is in the product-by-product chapters of the study
(cereals, meat, dairy produce, animal feed).
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North America will continue to be the main supplier ofgrain
to the rest of the world. Loading grain at the port of Houston,

Texas, for shipment to the USSR.

conditions, an assumption whose importance has been shown by

the events of 1975. Even if the recent agreement concluded with

the United States for regular import of cereals were extended to

1985, the USSR would still probably be in the market for supple¬

mentary quantities of cereals when unfavourable climatic condi¬
tions occurred at some stage during the long period from planting
to harvest.

The other countries of Eastern Europe are much more favour¬

ably situated so that, even if their harvests vary from one season
to another, they are hardly likely to be seriously affected. Under
normal conditions, their net trade in cereals should be in balance

and their imports and exports remain small. China, too, should

be largely self-sufficient and possibly compensate for its imports
of wheat for the north by exports of rice from the south.

The import needs of developing countries will depend on the
success of these countries in increasing their domestic production

and can therefore only be assessed at present within a fairly wide

range. Thus it would appear that the countries of South Asia in
normal times might have net import needs of up to 36 million tons

of cereals, with India accounting for 15 million tons and South
Korea for 7 million tons. The needs in this area could be even

higher if the assumptions about production trends were more
pessimistic. Furthermore the nutritional needs of the poorest
countries are unlikely to be wholly met from the market. Thailand

is the only country which is likely to have a significant amount of

exports (the figures above, referring to net trade, take account of
its sales). Of course part of the rice which China could export
will probably go to other Asian countries, but most of the imports
of this continent are likely to come from developed exporting

countries and consist mainly of wheat.

The increased import needs of other developing countries are

expected to be more modest and to be concentrated on North
Africa and The Near East (including Iran). Notwithstanding the oil

resources of some countries in this area, the expansion of imports

(11 million tons in 1971-1973) is thought likely to be only about

2 million tons, also wheat. On the other hand, a sharper

expansion is expected in Africa south of the Sahara, going from

2 million tons a year in 1971-1973 to 3 million tons. Export
capacity for coarse grains from these countries should increase a

little, but wheat imports are also expected to increase. Latin

America is likely to be a modest exporter of cereals on a net basis,

exporting coarse grains and rice and importing wheat. There
would also be important exports of soyabeans from Brazil.

Dairy Products

The lack of buoyancy in demand for dairy produce means that

prospects for trade in these products are not very bright. The
main dairy exporting countries can be expected to continue their

efforts to promote markets in developing countries (development

of skim milk powder and butter oil reconstitution). Notwith¬
standing the fact that the EEC could easily be self-sufficient in

butter, New Zealand may retain a footing in the United Kingdom

for this product, but the quantity traded after 1980 will depend on

agreement between the two trading partners. The main hope of

the exporting countries however lies in the possibility of a change

in United States' dairy policy which would enable more than the

present rather nominal quantities of the main dairy products to

be imported. There is a risk that by 1985 the USSR and some

Eastern European countries may be seeking markets for their

surplus production.

Meat

The prospects for expansion of trade in meat are not very bright

either. Most of world trade in pig meat is likely to take place

then as now within the EEC, although China may emerge as a

more significant exporter than in the past. Sheepmeat is of

interest to only a limited number of countries, but some of the oil

producing countries may import rather larger quantities. Some

decline in exports of sheepmeat from New Zealand to the United

Kingdom is to be expected as a result of the latter's accession to
the EEC.

It is, however, beef which is currently the most important meat

in world trade. It has been assumed in the study that the United

States Meat Import Law will remain in force, and that imports of

beef and veal will rise at the same rate as production and reach at

least a million tons (carcass weight). Because of sanitary restric¬

tions in the United States, the sources of its supply particularly

Australia, New Zealand, Ireland and Central America are not

likely to change significantly. As regards the EEC, considering

its need to avoid dairy surpluses on the one hand and to maintain

good trading relations with third countries on the other, it has
been assumed that its net imports would be of the order of half

a million tons (carcass weight). As its production is likely to

remain cyclical, its imports will fluctuate around this average figure.

It is possible, because of the lower demand from Italy, that the
composition of its meat imports may change somewhat to the
detriment of baby-beef suppliers (mainly Yugoslavia) and to the

advantage of countries such as Argentina and Uruguay, which

could produce much larger quantities of beef if remunerative
market outlets were available. Special incentives will perhaps be

accorded to African developing countries trying to export to EEC.

It has been assumed in the study that there will be no significant

regular demand from the USSR and Eastern Europe, but it is
possible that these countries might well be buyers if large supplies
of cheap meat were available ; furthermore, Eastern Europe might
be an exporter to the USSR.
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Food Aid
by Anne de Lattre, Head of Economic Development Division

of OECD's Development Cooperation Directorate

In recent years, the contribution of food aid has been parti¬
cularly helpful to the developing countries. It alleviated
the tragic suffering of Sahel populations during the recent

drought, it provided some relief to the balance of payments of
the Most Seriously Affected countries (MSAs) which have been
pressured by the simultaneous and steep increases in the prices
of oil, food, fertilisers and capital equipment, fn addition, food
aid has helped to fight malnutrition and to support productive
development projects.

Food aid in the form of cereals which represent its major

component recovered from a low level of approximately
5i million tons in 1973-74 to more than 9 million tons in

1975-76, close to the 10 million ton target set by the World
Food Conference in 1974.

Food aid cannot be a permanent form of assistance. Ultima¬
tely, the solution to the food problems of the developing coun¬
tries lies in the increase of their own food production and in

the progress of their economies. This will take time, especially
in the poorest countries and will also require considerable
external assistance for productive purposes. In the meantime,
food aid will be necessary. The 10 million ton annual food
aid target set by the World Food Conference, in 1974, is a
reasonable working hypothesis for donors, with the proviso that
needs are periodically reviewed to guide year-to-year food aid
planning.

Supply and Demand

Supply

Food aid policy was evolved in a period of plenty and
initially designed to drain off large grain surpluses in the United
States. In the middle of the Sixties, cereal deliveries rose as

high as 16 million tons. World food conditions changed dras¬
tically after 1972, and food became a scarce commodity with
consequences on cereal aid which dropped to less than 6 million
tons (1973-74). There was a point at which food supplies were
so tight and stocks so low that the United States had to buy
on the world market to meet its commitments. With the recent

recovery of world cereal production in major producing areas,
cereal deliveries financed with aid have almost doubled over

their lowest level, but cereal stocks have not been replenished.

Consequently, more stable food aid will be, for some years,
essential to improve the food security of the developing world.

In financial terms, food aid (cereals and other commodities)
amounted to $1.5 billion in 1974 compared with $1.1 billion
in 1973 and $1.3 billion in 1972. In 1975 financial contribu¬
tions for food aid are estimated to be of the same order of

magnitude as in 1974. Food aid has represented approximately
14 per cent of total ODA during the past few years.

The supply of food aid through multilateral channels, essentially
the World Food Programme and the European Community, has
increased substantially over recent years, reaching 30 per cent
of the total in 1974.

The terms of food aid are not good enough. About 30 per
cent of this assistance is reimbursable. However, the United

States Congress stipulated recently that food aid going to MSAs,
which must represent 75 per cent of the total under the governing
legislation, PL 480, should be in grant form.

In the past few years, the share of the principal food aid
donor, the United States, has declined and other countries,

essentially the EEC, Canada and smaller donors have increased
their role. In 1 974, the United States was still the main provider

(48 per cent of the total; its share was 94 per cent in 1965) but
the EEC's share has risen to 29 per cent, Canada's to 9 per

cent and others to 14 per cent.

The position with regard to food aid levels for 1976/77
remains uncertain since, so far, only Canada, Norway, Sweden
and the United States have indicated what their pledges will be.

Since these total only 6.9 million tons, additional commitments
are needed to reach the minimum annual aid target of 10 million
tons.

Demand

The demand for food aid has increased in developing countries

because their overall food production performance has failed
to improve and nutritional problems have worsened. Food
imports have risen alarmingly. Except for the Near East and
the Asian centrally planned developing countries, per capita
food production of developing countries in 1974 was below the
level of 1970 and the situation would have been much worse

had 1975 not witnessed exceptionally good harvests. Even with
these record harvests, the trend of food production from 1970
to 1975 was below the average growth rate of the 60's and far
below the growth in food demand. This slow-down in pro¬
duction caused net cereal imports by developing countries to
increase even more rapidly than in the past, from 15 million

1. Trends in Cereal Aid

(thousands of metric tons)

7972/ 19731 7974/ 1975/ 1976J
73 74 75 76 77

DAC Members

Australia 0.1 0.3 0.3 0.4

Canada 0.7 0.5 0.7 1.0 1.0

Japan 0.5 0.4 0.3 0.2

United States 6.6 2.9 4.5 6.0 6.0

EEC 0.9 1.2 1.4 1.3

Others (1) 0.1 0.1 0.3 0.1

Total 9.0 5.5 7.6 9.0

Developing countries (2) 0.5 0.1 0.7 0.1 0.1

TOTAL 9.5 5.6 8.3 9.1

(1) Norway, Sweden, Switzerland.
(2) Argentina, Algeria, Iraq.
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A. Financial Contributions for Food Aid

1965

94.1 °,

1,311.3 million 1970

70.3 °,

1,263.5 million

0.5 °A 7.9 y,

8.8 °A

1,132.5 million
8.5 °A

1974

47.8 °,

5.2 %

1,521.8 million
9.4 °A

23.3 %
29.1 °A

United States Canada EEC Japan Others

tons in 1969-71 to an average of 29 million tons in 1973-74.
The gross cereal imports of LDCs increased from 33 million
tons in 1969-71 to 47 million tons in 1973-74.

Meeting food needs would have been extremely difficult and
costly for some countries, for instance, the Sahel countries,

India, Pakistan, Bangladesh, without food aid. In future, if

present production trends were to continue, the food deficit of

the developing countries would reach unmanageable proportions
(Table 2), and increased food donations would become necessary.
Fortunately, a large number of developing countries are now
stressing agricultural and food output as part of their medium-

and long-term, plans. With adequate domestic policies, better
prices for farmers, products, improved agricultural techniques,
and more adequate support for trade in food, it is possible to
increase output substantially in many parts of the world. In the
meantime, however, food aid will have to fill gaps wherever
they occur.

Improvements in Food Aid Policy

To many donors food aid is controversial. They feel that it
increases the dependence of developing countries because it can
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Niger will need an additional 108,000 tons of cereals before the end of October if a major food shortage is to be avoided. Here food is distributed
in Niger in 1974.

2. Cereals Deficits in Developing Market
Economies, 1969-71 and 1985

(million tons)

Wheat Rice
Coarse

grains
Total

1969J 1985 1969\ 1985 1969\ 1985 1969J 1985

71 71 71 71

Africa 2 3 1 1 1 17 4 -21

Latin America 4 - 13 + 1 + 8 + 17 + 4 + 5
Near East 6 - 6 14 6 -20

Asia and

Far East 8 + 3 2 -39 - 13 10 -49

Total 20 19 3 39 + 7 -27 16 -85

Source : Assessment of the World Food Situation, World Food Confe¬
rence, Rome, November 1974.

exert disincentive effects on local consumer prices and local

efforts to raise food production. Thus, they argue that it would
be counter-productive to give developing countries the impres¬
sion that they can plan on the basis of massive food aid

commitments over an extended period. Food aid also competes

with other more directly productive forms of assistance and
increasing its share would tend to reduce the already inadequate

other resource flows. Food aid is also bulky and difficult to
manage, and rationality would argue in favour of cash donations

to buy food rather than the actual movement of goods. Never¬
theless, in the present insecure international food situation, with

stocks at their lowest level since the early '50s, food aid can

provide more security to developing countries.

Certain conditions must be met if food aid is to be made

really useful:

it must be available when needed;

it must be used efficiently to strengthen development and
combat malnutrition especially among vulnerable groups.

Forward planning of food aid is necessary to ensure its
availability in times of need. Planning should be flexible and
organised on the basis of periodic assessment of need. So far,
only Canada and Sweden have made formal commitments (re¬

spectively 1 million tons and 75,000 tons) for the three years
from 1975-76 to 1977-78. Countries have varying degrees of
flexibility in undertaking future commitments or obligations
within the constraints of their budgetary or legislative pro¬
cedures. But the objective of ensuring continuity in physical
supplies to avoid the disruptive effects of fluctuations in grain
prices could be achieved if the major donor countries could,
as a minimum, establish indicative targets for their food aid
programmes on a three yearly basis.

Food aid is indispensable for unexpected emergencies and

disasters, a fact which is recognised by all DAC countries. Its

availability would be more secure if governments agreed to
earmark, in their cereal and other food stocks, a tonnage which
would enhance their capacity to respond when such disasters

and emergencies occur. This should go with improved conting¬

ency planning for disasters. The World Food Conference

recommended a 500,000 ton "reserve on call" to be replenished
according to need. So far, only two countries have earmarked

cereal in this way Sweden 40,000 tons and Norway 10,000

tons in response to this recommendation.

Because food aid will be necessary for some years as a

transitional measure while developing countries step up their
production, it is important to improve its effective programming
and management. The need is recognised by OECD in the work
of its Development Assistance Committee and its Committee
for Agriculture and in research by the Development Centre.

16



Data on Aid toAgricultural
Development

A more permanent and satisfactory solution to the food problem of the developing countries is to increase
their own agricultural productive capacity. The following article describes what has been done so far in this direction

as shown by statistics collected by OECD's Development Cooperation Directorate. A subsequent article
will discuss the issues that arise in giving greater priority to agriculture in the developing countries

as has been agreed in various international fora and encouraged by the Chairman of the DAC.

Volume and Terms ofAid

to Agriculture
On the basis of the most recent figures available, official commit¬

ments for agriculture by all DAC countries combined (bilateral aid),
and by all multilateral bodies (World Bank, UNDP, Regional

Banks and European Development Fund totalled % 2.1 billion in
1973 and $ 3.7 billion in 1974, on the broad definition, and % 1.8

billion and $ 2.7 billion respectively, on the narrow definition (1).

These figures include contributions for capital equipment, ferti¬

lizer supplies and technical co-operation.

Most of the commitments recorded (77 per cent in 1973 and 71

per cent in 1974, according to the broad definition) consist of
bilateral official development aid (ODA) and bilateral and multi¬

lateral grants and loans on concessional terms (Chart A). The

percentages of ODA are lower if the narrow definition is taken (75
per cent and 66 per cent respectively). The remaining commitment
consisted of government export credits and loans with a grant

element of under 25 per cent.

Whether the broad or the narrow definition is taken, official

commitments for agriculture increased notably from 1973 to 1974,

the nominal value of the increase being $ 1.5 billion for aid to

agriculture in the broad sense and $ 0.9 billion in the narrow
sense.

Bilateral Aid from DAC Countries

Chart B gives a breakdown of the composition of aid for

agricultural development. As regards capital aid, (i.e. aid for machi¬

nery), the United States and Germany were the biggest donors in

1973 (with 33 per cent and 15 per cent respectively), but several
other countries greatly increased their contributions in 1974

(United Kingdom, Denmark, Netherlands, Sweden, Switzerland,
Norway, Australia).

As regards technical cooperation, the biggest donors Germany,
France and the United States between them financed 70 per

cent of all expenditure in the agricultural sector. By and large,
technical cooperation increased more slowly than financial aid
between 1973 and 1974.

As regards aid in the form of fertilizers, the biggest donors in

1973 were the United States and Japan together with the United

Kingdom and Germany in 1974. Total expenditure by DAC
countries rose from $ 182 to $ 338 million between 1973 and 1974,

but this was not accompanied by an increase in tonnage because

prices increased.

Multilateral Aid

The multilateral financing institutions granted $ 1.2 billion of

aid to agriculture (broad definition) in 1973 and $ 1.9 billion in

1974. These contributions account for about 25 per cent of

multilateral contributions to all sectors, i.e. a distinctly higher

percentage than that allocated to agriculture by bilateral donors.
There are three main reasons : multilateral contributions have

grown faster than bilateral aid since 1970; new agencies have

started up and the resources of older agencies been considerably

increased; the World Bank has deliberately pursued a policy of

promoting agriculture. The greatest increase from 1973 to 1974

was in loans and grants on terms of less than 25 per cent grant

element provided by the multilateral financing institutions. Grants
and loans on concessional terms increased much less.

Prospects of Increased Aid
for Agriculture

Future aid requirements for agricultural and food production

cannot yet be calculated accurately, but there is general agreement

(1) Official aid flows from abroad to help agricultural production

in the developing countries comprise bilateral official development

aid (ODA) and other official flows (OOF) from the 17 Member

countries of the DAC, together with grants and loans from the

following multilateral bodies: the World Bank, regional banks

Inter-American Development Bank (IDB), Asian Development

Bank (AsDD) and African Development Bank (AfDB). The Euro¬
pean Development Fund (EDF) and the United Nations Develop¬

ment Programme (UNDP). The data which have been collected
refer to commitments in 1973 and 1974 and represent orders of

magnitude. A distinction has been made between loans from multi¬
lateral institutions which contain a grant element of 25 per cent

or over, and other loans (with a grant element of less than 25 per

cent). The former could be considered as ODA, whereas the latter

have to be classified with OOF. The term "aid" is used in a very

wide sense to cover the two types of flows.

Two basic definitions of "aid to agriculture" have been adopted:

a narrow definition covering the activities directly contributing to

development of agricultural production, such as development of
cropping, animal husbandry, fisheries and forestry, land develop¬

ment and reclamation, irrigation, supply of modern agricultural

inputs (especially fertilizer), agricultural services, storage facili¬
ties, etc.; and a broad definition which also takes in agro-industries,

manufacture of modern means of production (in particular construc¬

tion of fertilizer plants), rural infrastructure and composite projects

of rural, regional and river development.
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AID FOR AGRICULTURAL DEVELOPMENT

A. ... by Source Distribution of bilateral and multilateral commitments between
(Million %)

DAC Countries (3), bilateral

OOF ODA

Grants and Loans (grant Loans (grant
element 25 per cent or over) under 25 per

1973 88172

92%, \^ 34%

826 417

1974 1,167

93%,

1,648

50% Z\
956

1973 802

Broad Definition
s%// 92%, 62 %, \ 38 % \

739 613 383

8°/.

1974 1,218

/ / 92% 45 % \ 55 %

109 1,109 657 810

ODA

Narrow Definition

OOF

( 1 ) Official Development Assistance (2) Other Official Flows (3) Development Assistance Committee of OECD

about their scale. In 1974 the FAO estimated that from now until

1980 the external aid requirement for agriculture (narrow definition)

would total about $ 5 billion a year (at 1972 prices). Research

since the World Food Conference shows that this figure should

be revised upwards to take account of inflation and the developing

countries' financing problems.

There has been an increase in the number of requests from these

countries for project financing in the agricultural sector and several

Members of the DAC have announced that they intend to step up

their aid to agriculture; however, the impact will not be immediate.
In the multilateral sector several factors should contribute to

increasing aid to agriculture: setting up of the International Fund

for Agricultural Development (I FAD), the EDF replenishment

after the signing of the Lomé Convention and the probable increase
in contributions from bodies such as the World Bank and certain

regional banks.

Geographical Distribution

Chart C shows that for capital aid, Africa, south of the Sahara,

South Asia, East Asia and Latin America each received roughly

20 per cent of total capital aid to agriculture. If fertilizer supplies
are included, the share of South Asia shows an increase.

Only 12 countries have benefitted from commitments of more

than $ 50 million (annual average 1973-76) for agricultural
machinery and equipment (Table I). India heads the list of

recipients (although the level of commitment per head is low)
followed by Mexico; five Far Eastern countries are included

among the principal recipients (Indonesia, Malaysia, Republic of

Korea, Philippines and North Vietnam). Syria, which is not,

generally speaking, a large scale recipient of aid to agriculture,

received substantial aid in 1974 from Japan and the World Bank

to develop its irrigation system.

Bilateral ODA

A breakdown by recipient countries is available for certain ODA

commitments for agricultural machinery and equipment, valued at
S 1.2 billion for the two years 1973 and 1974. Table 2 shows what

proportion went to the various groups of countries classified by
per capita income: countries where this figure was less than

200 received about 50 per cent of the commitments for machinery
and equipment in 1973 and 1974.

Multilateral Aid

The geographical distribution of bilateral and multilateral aid

is to some extent complementary. In 1973-74, 87 per cent of the
World Bank's International Development Association (IDA)
commitments were allotted to the poor countries (in particular
India, Indonesia, Ethiopia, Egypt and Tanzania). In 1975 India

recieved about 50 per cent of the commitments of this body. The
principal recipients of World Bank loans were Mexico, Malaysia,
Morocco, Iraq, Syria, Brazil, Iran and India. Some of these

beneficiaries have large grain deficits; others have a great potential
for agricultural development.

The main beneficiaries of the loans for agriculture granted by the
Inter-American Development Bank (IDB) in 1973-74 were Mexico

(36 per cent of the total) and Argentina (20 per cent). Over a
longer period (1969-74) the chief beneficiaries have been Mexico

($ 69 million per annum on average, representing 31 per cent of the
total), Brazil, Argentina and the Dominican Republic.

The chief beneficiary of loans to agriculture from the Asian
Development Bank (AsDB) is Indonesia, 25 per cent of the total
from 1969 to 1974 representing f 14 million per annum, followed
by the Republic of Korea ( 7 million per annum) and Malaysia.

The African Development Bank (AfDB) granted only $ 33
million in loans to agriculture during the four years 1971 to 1974.
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ODA (I) and OOF (2)

Multilateral Agencies

element

cent)

1,243

Total

996

50%

961

1,467

_719. .1,635(77%)
-Z,1Z4 489(23%)

1 917-1 684 ,2'604(71 %)
±,*l/ -.3,00<4 1080(29%)

- -08 1,352 (75 %)
i. lyo 446 (25 %)

7 A« ' ï'766 (66 %)
Z,0»3 919 (34 %)

These loans were for small sums: the biggest amounted to $ 4.8
million (to Morocco in 1974). The African Development Fund
granted six loans to agriculture in 1974, totalling $ 20.8 million.

In 1973-74 the chief beneficiaries of European Development
Fund (EDF) commitments in the agricultural sector were Came¬

roon, the Ivory Coast and Madagascar (nearly $ 10 million per
annum on average). From 1970 to 75, the chief beneficiaries were

Upper Volta, Senegal, Ivory Coast and Mali; these four countries

received nearly half of the funds committed, amounting jin all to
over $ 300 million.

Aid to Agricultural Research
Among technical cooperation projects, the Seventh Special

Session of the U.N. General Assembly laid particular emphasis on
research. Over the last few years the DAC countries have appre¬
ciably increased their contributions for the development of research

channelled to the improvement of agricultural and food produc¬
tion in the developing countries. The major part of these contri¬

butions are assigned to international institutes for agricultural

research and national institutes in the developed countries.
Research bodies in the developing countries also receive some

assistance from the donors but it is still inadequate.

The Consultative Group on International Agricultural Research

(CGIAR) (2) and its Technical Advisory Committee (TAC) have
been the main spur to the development of international agricul¬
tural research institutes, whose prime objective has been to step

(2) has links with FAO, UNDP and the World Bank.
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A British agronomy adviser supervises measurements
of the movement of soil under banana cultivation

in Dominica (Caribbean Islands).

B. ... by Kind
Composition of bilateral commitments

(ODA + OOF) of DAC countries
(Million %)

1,767 ,

Technical

Cooperation

Fertilizer

Supplies

r^

367

338
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Financing of
Machinery and

Equipment

ofwhich ODA alone

276
31

182
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1973 1974
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Definition

1,218

802 »

276

182
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up food production in developing countries. For this purpose, they

have focussed their activities on a key food product (rice, wheat,

maize, potatoes, etc.), on a relatively little known crop (for exam¬

ple, crops growing in semi-arid or arid regions, such as sorghum
and millet) or on a crucial problem (cattle diseases, plant genetic

resources, etc.). In 1975 some ten institutes, located in all five

continents, employed about 4,000 people and a budget of $ 49

million provided by 33 countries and private institutions, including

13 DAC countries. Between 1972 and 1975 the budgetary

resources of these institutes increased at an average annual rate

of 30 per cent. Of this total, between 70 and 80 per cent was
supplied by DAC countries. In 1976 Iran and Saudi Arabia made
a contribution for the first time.

AID FOR AGRICULTURAL EQUIPMENT

1. Chief Beneficiaries (1)

Annual average 1973-74

Total Commitments

commit- per inhabitant
< S)	

All(%m.) Agriculture
sectors (2)

India 279 0.5 2.5

Mexico 198 3.8 7.8

Indonesia 94 0.8 7.7

Malaysia 89 8.1 15.5

Democratic Republic
of Vietnam 87 4.0 2.9

Republic of Korea 72 2.2 16.6

Philippines 70 1.8 9.3

Tanzania 64 4.6 12.4

Morocco 60 3.8 9.6

Kenya 52 4.3 17.3

Syria 52 7.7 3.7

Pakistan 51 0.8 5.6

(1) Bilateral ODA + total grants and loans from multilateral
agencies in 1973 and 1974.
(2) In 1973 only.

2. Distribution by Income Group (ODA)

Per capita incomes

of recipient countries

Commitments

$ million /o

1.

2.

3.

4.

$200 or less

Over $200 but under $375

Over $375 but under $1,000

Over $1,000

308

202

97

7

50

33

16

1

Total 615 100

A breakdown of the geographical distribution of bilateral aid from
the DAC countries throws light on the following points:

relatively low concentration of aid on the poorest and most densely
populated countries ;

small importance attached to the "grain deficit" criterion, as the main
grain importing countries received 26 per cent of all bilateral aid for
machinery and equipment in 1973-74;

continuity of effort on behalf of the African countries (Kenya, Tan¬
zania, Ivory Coast, Ethiopia, Morocco and Tunisia) and on behalf of
five Asian countries (India, Pakistan, Indonesia, Republic of Korea and
the Philippines).

AID FOR AGRICULTURAL EQUIPMENT

C. by Region
Distribution of bilateral commitments (ODA) and grants plus loans

of all types of multilateral organisations
Cumulative total 1973 and 1974 (Million 9)

ASIA

966.3
Total distributed

DAC(l) 1,378.7

IBRD/IDA 2,317.4

Regional Banks 528.9

(1) Including the European
Development Fund (EDF)

AFRICA

556.3 .., .
546.5

is

MIDDLE

EAST

262.4

45.7

The following activities are among those which DACrecommends
should receive the most attention :

how the results of research conducted in the institutes are to be

transferred to users in developing countries

gearing technologies to the technical level of users (rather than

training users to adopt the sophisticated techniques proposed to
them)

the study of cropping systems (and not simply methods of
increasing yields of specific crops)

the more efficient use of fertilizers

the development of cash crops, especially cotton.

Supply of Fertilizers as ODA
by DAC Countries

Despite the tight situation on the fertilizer market in 1974 and

the unprecedented rise in prices of urea, which doubled from 1973

to January 1974 and almost doubled again between January and

September of the same year, supplies of fertilizer by way of aid

were maintained at a reasonable level in 1974. They totalled some

1.7 million tons a volume comparable to that of the preceding

year, while disbursements more than doubled, rising from about
$ 150 to $ 370 million. Commitments for 1973 and 1974 totalled

$ 179 and $ 338 million respectively, keeping fairly close to the
level of disbursements.
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Selection and Certification in

Educational Systems:
Implications for Reform

Selection and certification procedures play a key role in the definition and organisation of educational structures.
In the present article, Dorotea Furth of OECD's Directorate for Social Affairs,

Manpower and Education discusses how the choice of different procedures may enhance or inhibit
the pursuit of pedagogical, employment and broader social objectives of educational systems (1 ).

Educational Certification:

A Major Social Function

The generalisation of educational credentials in the form of
certificates, diplomas and degrees providing compressed, por¬

table, second-hand information is a feature of modern indus¬

trialised societies. These commonly accepted measures of

attainment, recognised at a regional, national or even interna¬
tional level, serve the manifest function of controlling the quality

of education and training provided, thus protecting the public

in its roles as consumers of education and as clients or employers

of graduates. Educational credentials facilitate mobility for

those who acquire them and provide guidance and a minimum

guarantee of recruitment into employment.

As attainment in formal education has come to be one of the

best single predictors of "success" in terms of attractive positions
in society, educational credentials the manifest link between

the educational system and society have also become central

to the social selection process. In a historical perspective this
new social role of educational certification has been used to

replace dubious social criteria such as family connections and

ability to pay, and it is doubtful whether at present other

agents than the formal educational system could fulfil this role
in a more equitable and efficient way.

Certification Procedures:

A Variety of Criticisms

The need for educational control and social selection mecha¬

nisms is not fundamentally questioned. However, there is

growing criticism of the present organisation of the educational
certification process and the way it is fulfilling, sometimes

monopolising, these functions. Four lines of such criticism
can be discerned.

That which points to the inherent social bias of educational
criteria : selection mechanisms based on the usual indicators of

educational performance seem to be invariably biased by the

students' social and cultural background, and thus help reproduce

and legitimise the existing social structure.

That which questions the effectiveness of selection as per¬

formed by educational systems, stressing the lack of relevance
of educational criteria for the future roles and tasks to be

performed by individuals, particularly in employment.

That which argues that certification tends increasingly to be

organised in the interests of specific groups rather than as a

means of informing and protecting the public.

A final criticism refers to the negative consequences for the

educational system itself of the growing importance attached to

credentials. It is argued that undue concern on the part of

students, parents and teachers for procedures designed to sieve,

grade, rank and label individuals on the basis of so-called

"objective" indicators of educational achievement often conflicts
with the basic developmental functions of the teaching/learning

process. Moreover, since educational credentials are increasingly

perceived as an essential, though not in themselves a sufficient

requirement for entry into well-paid and satisfying jobs, pressures

towards the pursuit of traditional degrees tend to accentuate the

phenomenon of attendance without motivation in formal educa¬

tion, particularly among students from the middle and upper

classes. Insofar as the present credential system stresses

selection by failure, tending to equate competence with formal

credentials, students are loath to quit a formal educational cycle

without having acquired the corresponding diploma for fear of

being stigmatised as "unqualified" or "incompetent".

These different lines of argument seem to converge in viewing

critically the linear, unidimensional character of the selection

process within educational systems. Insofar as this process is

essentially concerned with the identification of only certain

dimensions of talent, it results in the adoption of a rather narrow

definition of achievement which attaches high value to general

and theoretical knowledge and capabilities and underrates

practically oriented skills and abilities. In this way the system

is led to stratify individuals along a prestige hierarchy which can

be criticised on both efficiency and egalitarian grounds.

The prevalence of this narrow concept of achievement has

often been justified on technical grounds. Even if it is recog¬

nized that a variety of attitudes, motivations and non-academic

talents may be equally or more relevant in predicting performance

throughout later life, their measurement and assessment pose

such a complex set of problems that, for reasons of feasibility

alone, the trend is to rely on academic or intellectual performance

as the sole measure; this in turn leads to the overrating of such
criteria. *~

(1 ) A detailed report on this subject prepared under the programme of
OECD's Education Committee will be published shortly.
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Pressures and Dilemmas

Confidence in education in the course of the past decades has

led to its being assigned a growing number of functions, often

conflicting or difficult to reconcile, sometimes impossible of

fulfilment by a single sub-system of society. On the one hand

educational systems are required to continue to serve as selection

and certification agencies and to ensure that individuals are

suited to, and competent for, their social and occupational roles ;

on the other, they are increasingly expected to provide for

personal development, give everybody a fair chance and contri¬

bute to greater social equality. If, in addition, one takes into

account the lack of consensus as to the priority to be assigned

to these functions, the changing and diverse interpretations of

such key concepts as merit, competence or equality, it is hardly

surprising that educational systems are not seen as adequately

fulfilling society's expectations.

Some of these contradictions can be illustrated by considering

the problems faced by a given educational level (e.g. upper

secondary school). The idea that upper secondary school orany

other educational stage should become less and less selective is

in many ways incompatible with the idea that it should continue

to play a leading role in the distribution of jobs and roles in

society. In the past, selective systems were perceived and

actually served as channels of upward mobility for the few

individuals from the lower social groups who succeeded in

obtaining educational credentials. But as those educational

levels which were formerly reserved for a minority expand to

include a larger proportion of the age group, credentials from
this level of education lose their relative social value and hence

are less effective as a means of social selection and in allocating

occupational roles.

Yet, paradoxical as it may seem, once mass enrolment has

been reached in a given level of education and credentials are

perceived to have lost their value, attendance tends to become

quasi-compulsory for larger sections of the population. The

last groups to enter (usually the least privileged) do so less to

acquire a positive advantage than to avoid being penalised. At

this point, the importance of credentials lies in their power to

discriminate against the minority which does not have them.

Although not effective in the allocation of jobs, they are necessary

in competition for jobs. Like all inflationary spirals, when the

majority reaches a target which ensures no benefits, those who

aspire to differentiate themselves seek entry into the next level of

education. Only so long as a particular educational level

remains selective, then, will the corresponding credentials be

able to play a role in the distribution of jobs.

Selection Procedures as a Regulator

of the Educational System

Any strategy to reform present selection and certification proce¬
dures needs to take into account the fact that, in addition to

their social functions, these procedures are essential internal

mechanisms for the organisation and control of the educational

system itself and are thus strongly geared to responding to the

prevailing norms and values of the academic milieu. Because

they permit exchange and communication between the various
levels of education and between institutions, credentials and

awards make the very existence of an educational system

possible and facilitate its operation as a large and complex

bureaucracy. Selection and certification can moreover be seen

as elements of institutional control, both in the macro-sense of

controlling numbers, flows, etc. and in the micro-sense of

controlling what goes on in the class. Finally, selection and

certification procedures, as presently organised, enable the top
levels of the educational hierarchy to exercise control over the

lower levels through their power to stipulate the qualifications

required to proceed from one stage to another.

The operations of this hierarchical control can be illustrated

by two examples :

The Transfer/Terminal Dilemma

The transfer/terminal dilemma is a feature of advanced edu¬

cational systems which have succeeded in eliminating rigid track¬

ing and blind alleys, at least at the lower levels, and are in the

process of developing a comprehensive type of education,

allowing for greater openness and mobility throughout the

system. One of the main characteristics of comprehensive

cycles is that they have to combine functions previously carried

out by two separate tracks: they must train students who leave

formal education, at least temporarily, to assume a variety of

roles in society, particularly in employment and simultaneously
they must prepare and, most often, select students for the next

level of education. As a rule, the latter function becomes

dominant, so that curricula and assessment practices tend to be

defined by and geared to meet the requirements of those who

want to transfer to the next level, even if a considerable number

of students sometimes the majority are not continuing their
education.

Policies aimed at eliminating dead-end tracks and providing
opportunities for further studies should not preclude a realistic

assessment of the risks or actual consequences of developing

educational cycles predominantly oriented to transfers. Indeed,

those who do leave such a system risk being handicapped in

employment as well as developing a sense of failure with long-

term consequences for their attitudes towards permanent
education.

Articulation Between the Successive Stages
of Formal Education

A key problem in this context is the way in which each cycle

is articulated with the succeeding level. In the past, close

integration of the overall system basically meant compliance, at

all levels, with a set of values and principles determined by the

requirements, essentially academic, of the top echelons of the

educational hierarchy. In order to weaken the hierarchical

control, the lower levels would have to have more automony in

defining and fulfilling their own goals and functions. Articula¬

tion would then have to be viewed in a more reciprocal perspec¬

tive, implying a mutual adaptation of the various levels to the

norms, values and objectives proper to each specific educational

cycle.

Although many of the issues underlying selection and certi¬

fication procedures are common to the various stages of the

educational process (in a way, each cycle inherits problems

from the preceding one), it is possible to identify for the post

compulsory stages some major issues of particular relevance.

Upper Secondary Education

Although formalised, and so-called objective, assessment

procedures based on cognitive criteria are under strong attack

on various fronts (efficiency, equality, individual personal
development) they nevertheless continue to be considered the
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most appropriate basis for formal selection into the upper

secondary level. To palliate some of the difficulties, two types

of measures for admission to upper secondary schools are being

introduced. The first aims at reducing the need for selection by

expanding opportunities at the upper secondary level and

decreasing the hierarchical differences between streams. The

second is directed to establishing parallel or complementary

admission schemes, using quotas, lotteries, formal recognition of

working experience, etc. The main characteristic of these

complementary schemes is that they attach far less importance

in some cases none to formal educational qualifications and

adopt other criteria, such as social origin, sex, work experience,
motivation or luck in order to increase the chances of those

groups which, in the competition for entry under traditional

educational standards, have been the permanent losers.

It is at this stage, with its as yet relatively undefined interme¬

diary role between compulsory and higher education, that the

transfer/terminal dilemma appears to be particularly acute. On

the one hand, the typical university preparatory streams are

enrolling a greater proportion of students who are not likely to

proceed to higher education, at least not directly; on the other

hand a growing number of technical streams which were formerly

terminal now qualify their students for further studies. While

technical streams seem to have responded quite rapidly to

transfer requirements, far less progress is being made in adapting

general streams to the needs of those leaving the system. In

both cases, leavers seem to be penalised. Many of the diffi¬

culties arise from the traditional situation in which the prestige
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of a stream within the education system is determined by its
"transfer potential".

A key strategy to break this educational lockstep is for

streams to be allowed to establish their prestige as terminal

cycles as well as preparatory stages for further study. Educa¬

tional and social objectives would have to be defined in terms

of the variety of interests and needs of the age groups concerned.

Minimum absolute standards would need to be set and arrange¬
ments made so that the majority of students could attain them

by varying the types of learning situations, making time schedules

more flexible and instituting methods of assessment which are

more concerned with internally defined goals than with pre¬
diction.

The extent to which upper secondary education will be able

to train students for further studies without neglecting or

underrating equally important alternatives, and to certify levels of

attainment without making such certification a strong preselec-

tive device for the next stage, will largely depend on the

pattern of development of higher education in individual Member

countries and particularly on the admission methods and criteria

which are adopted at this level.

Post-Secondary Education

The decade of the 1970s appears to mark a period of signi¬

ficant change in admission policies in post-secondary education.

While financial and employment constraints have played a crucial

role in accelerating the process of change, many of the recent

proposals and reforms are also grounded in educational and

social considerations which reflect a different approach to

selection.

From an educational point of view, the gradual introduction

of selection in European universities can be seen as directly

related to efforts to reduce selection at earlier stages. It may

even be that certain forms of selection at the post-secondary level

may accelerate the expansion and démocratisation of secondary

schools. From a social point of view, there are arguments in

favour of more explicit, and to some extent, discriminatory

admissions policies at post secondary level in view of the

relative failure of the "laissez-faire" policies of the past.

Admissions policies tend increasingly to vary according to the

different target groups concerned. In general the trend is to

apply more stringent selection procedures to secondary school

leavers, particularly those coming from academically-oriented

streams and to allow for greater accessibility for adults and young

people who do not have the traditional formal qualifications.

Certification in Future

Post-Secondary Structures
A number of trends suggest that, in the long run, problems

of prestige hierarchy and stratification of post-secondary insti¬
tutions may be less acute than was assumed some years ago.

The trend towards a modular or aggregative structure in which

the educational process focusses on the individual rather than

on the institution may help to blur sharp distinctions between

university and non-university, short cycle and long cycle,
theoretical and practical types of education.

This development has implications for the future role of

post-secondary institutions in certification. By introducing a
system of smaller, self-contained academic units which can be
evaluated and credited either independently or as part of a larger

unit, a modular structure of studies presents a number of

advantages for the individual (greater flexibility in organising

23



Source : "Economie en liberté A qui proiite l'école"
by Jacques Hallak. Presses Universitaires de France, Paris 1974.

studies, greater ease in following a career ladder concept) and

can also contribute to changing the education-employment

relationship.

While the multiplication of certificates and credentials marking

the completion of shorter programmes and courses is a necessary

step in creating a more diffuse and flexible relationship between

education and employment, success is unlikely to be achieved

if such credentials continue to be regarded as "intermediary"

between other well-established qualifications, or as surrogates

for failure. Thus, the major and extremely difficult problem is

how gradually to integrate traditional qualifications into a more

varied and complex mosaic of credentials in which traditional

degrees lose some of their social aura and their dominant role

in screening and at the same time provide more meaningful

information. Ideally, degrees would be only one of several

milestones defining the educational level reached by students.

The extent to which this can be achieved will depend primarily

on changes in regulations and practices concerning the use of

credentials. The sheer quantitative expansion in the number of

degrees and the consequent flow of graduates into a wider range

of jobs is in itself leading to a more diffuse relationship between

education and employment. The process is accentuated in

countries where the supply of graduates far exceeds the growth

in the number of jobs traditionally requiring such qualifications.

That it may have dramatic overtones is shown by the disillusion¬

ment and frustration of many young people who are unable to

find jobs matching their expectations or aspirations. This trend

however is often blocked, especially in the public sector where

jobs continue to be defined in terms of the more traditional

qualifications and as a result of pressures by interest groups and

professional organisations in which university graduates are

largely or exclusively represented.

It is unlikely that the demand for university education will

seriously diminish, even if it leads to devalued degrees so long

as large sectors of employment continue to make it a necessary
even if not sufficient condition of access to the more reward¬

ing jobs in society. Degrees do not automatically lose their

attractiveness when they cease to guarantee high level jobs but

rather when they cease to monopolise access to such jobs.

Two basic types of credentials can be distinguished, each one

implying a different certification process:

Credentials which certify successful completion of a certain

level and type of studies (general degrees or diplomas in the

field of arts, social sciences, etc.) which are primarily geared to

meet the requirements of the educational system and of public

administrations. While highly valued traditionally, particularly

as an indication of non-cognitive traits (capacity to think, quick

mind, etc.), the social and economic value of this type of

credential manifestly declined. Arguments against the use of

educational credentials for screening purposes have been mainly

addressed to these general degrees;

A second category of educational credentials, typical of

professionally oriented training, both certify successful comple¬

tion of studies and guarantee that individuals have acquired the

minimum qualifications for pursuing a particular profession or

type of occupation. Since in this sector the educational system

functions directly as a selection and certification agency for

employment, graduates with these credentials seem to have

been relatively less affected by current unemployment problems.

In the majority of OECD countries, there seems to be a trend

towards clearer separation between the certification process

which leads to general degrees and that which is geared to

job-related credentials. Whether it is possible to establish such

a distinction even conceptually, is subject to debate. A key

policy question is what agencies should assume the responsibility

for certification and, more precisely, what type of certifying

function should be assigned to formal post-secondary systems.

Having acknowledged the need for an agency that selects and

certifies people for the most highly qualified jobs, and hence

the most attractive social positions, Western European countries

seem to have opted for maintaining these functions within the

formal educational system, at least at the post-secondary level.

This policy is consistent with the view, largely accepted in most

European countries, that there are fewer risks involved if the

state and its agencies assume these responsibilities than if they

are left to institutions outside public control.

In the United States, and to a certain extent in Canada, there

seems to be greater acceptance of the principle that post-

secondary institutions should cease to have a monopoly on the

award of professional qualifications. It is argued that certifica¬

tion should be based on the actual competencies of individuals,

however acquired, rather than on the number of years students

have attended post-secondary institutions.

This concern for more efficient and socially relevant educa¬

tional credentials gave rise in the United States to an important,

though controversial, movement in favour of competency-based
curricula, assessment and certification. After a few years of

experimentation, however, much of the original confidence and

enthusiasm for this new approach seem to have waned. Like

many well-intentioned strategies aimed at detailed specification

of goals and a greater objectivity in the educational process, it

has in practice tended to focus on what is more amenable to
measurement and assessment rather than on what is most

relevant.

A review and evaluation of the American experience with

competency or performance-based programmes and certification
procedures could be part of a broader effort to foresee and

identify the problems and issues involved in development of
modular structures and more specific credentials. The trend

towards greater explicitness of the goals to be achieved is likely
however to underestimate or ignore less manifest but equally

valuable aspects of the educational process.
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LIFELONG

ALLOCATION OF TIME
One important social objective that has come to the fore in many OECD countries is the relaxation of work

constraints imposed on the individual over the course of a day, a week, a year and even a lifetime.
This aim implies not only a new approach to the problem of retirement but also a shift from one activity
to another in the course of working life so that education, work and leisure will no longer be separated

into watertight compartments.
The desire for more freedom for the individual and a less rigid working framework is reflected in a number

of innovative experiments in OECD countries. A recent report entitled "Lifetime Allocation of Time" describes
such experiments in five countries (1). The article below describes two of the directions in which

this experiment with greater flexibility is heading flexitime (or variable hours) and flexi-retirement
the transition from working life to a non-working status (2).

Flexitime
The introduction of more flexible
working hours can help to improve
the quality of life in several ways:
by allowing greater freedom
to choose arrival and departure
times, by staggering traffic so as
to make the journey to andfrom
work easier, and by enabling
certain services to remain open
longer through use of a shift
system.

In certain large firms or high-rise office

buildings, waiting at the car park or

getting into the lift wastes fifteen
minutes to half an hour of each worker's

time, morning and evening, if everyone

starts and stops together. Experiences

such as this gave rise to the first flexitime

experiments in Germany and France.

Motivation and

Results

Generally speaking, the wish to avoid

congestion, to spread traffic peaks, to
reduce the cost and time of travel and

thus the fatigue involved are important
reasons for the introduction of flexitime in

both public and private sectors.

In medium-sized towns, where traffic

peaks last no more than half an hour,
flexitime permits sufficient staggering to

benefit the entire community. In large

cities, where congestion lasts two hours or

more, the advantage to be gained is less.

Yet, judging by surveys, the value of
flexitime for wage-earners lies not so much

in the shorter, less fatiguing journey to

work as in the completely unprecedented

opportunity to adapt working hours if
necessary on a daily basis to personal

and family problems.

In the United Kingdom flexible working

hours have become so popular that cer¬

tain firms consider the process irrever¬

sible: in a recent study of behaviour in

three separate organisations (3), more

than 84 per cent of those questioned consi¬
dered that working conditions had impro¬
ved thanks to flexitime (only slightly more

than 2 per cent thought the opposite), and

that any attempt to return to a fixed sche¬
dule would be strongly resisted. Criti¬

cisms, according to the study, are usually
levelled at the cautiousness of reforms

rather than at the principle itself.

Another study, of Treasury officials in

the United Kingdom covered by flexitime

(carried out by the Civil Service Beha¬
vioural Sciences Research Division), finds

that of those questioned, 67 per cent came

out strongly in favour of flexitime, and it
was ranked as more important than the

state of work premises or time of travel,

though less important than pay. Mar¬
ried women with school-age children were

more receptive to it than men or than
women without children.

In France, surveys carried out by a

Committee on Working Hours in the

Paris Region report that workers on flexi

time feel less strain, greater peace of

mind, and, during the flexible hours, the

ability to work without being disturbed

and to concentrate better. In France, as

in the United Kingdom, the decision to
introduce flexible hours once taken seems

to be irreversible.

For employers, the essential advantage

is improvement of the work climate. Pro¬

ductivity need not fall and may even rise,

thus possibly warranting either an increase

in wages or a reduction in hours. A
flexible schedule is also seen as an aid to

recruitment. Thus in Switzerland and the

United Kingdom, flexitime has made more

rapid headway in industries faced with
structural recruitment difficulties or where

most of the employees are women.

Geographical Patterns
The proportion of workers covered by

flexitime is by far the greatest in Switzer¬

land 65 per cent in cities such as Zurich,
Basel and Winterthur, with a national

average of roughly 40 per cent, i.e. some¬
where between 1.3 and 1.7 million workers,

(1) France, Germany, Sweden, the United King¬
dom and the United States.

(2) Also treated in the report are: stag¬
gering of working hours ; the four day week ;
weekly rest days and the flexible week ; annual
holidays; the transition from school to work
and from work to school (recurrent education
and long-service leave) .

(3) "Changing Patterns of Working Hours",
by Dr. P. J. Shane, Lecturer in Industrial Eco¬
nomics, University of Nottingham, U.K.
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Flexitime not only allows individuals greater freedom to adapt working hours to their personal
needs but can also help to attenuate rush hour crowds.

Each em;

both wage and salaried personnel. The

ceiling would appear to be in the neigh¬

bourhood of 50 per cent, as flexitime

seems impracticable for certain categories

of workers or for very small communities.

In other countries, flexible working
hours are less common and their advent is

more gradual. In Germany, where the

first experiments in flexitime took place,

only 5.7 per cent of the work force came

under the scheme in 1972 (latest available

figures).

In France flexitime was introduced

around 1971, mainly in the East and in the

Paris area, frequently by subsidiaries of

Swiss or German firms. At the beginning

of 1972, the Prime Minister set up a study

group comprising representatives of em¬

ployers and trade unions which published

a report in June 1972 (4) and progress has

been rapid since, with the help of the

media to popularise the idea: approximate¬

ly 60 firms in June 1972, 900 by the
middle of 1974 and an estimated two or

three thousand in June 1975, with almost

700,000 workers in all, were using flexi¬
time.

In the United Kingdom, the movement

began a little later but developed quickly.
By early 1974, over 100,000 workers in at
least 500 firms were on flexitime. It has

become the rule in insurance companies,

and is making rapid gains in local and

national government while a number of

experiments are underway in production
units. Two thirds of the firms are in the

South East, especially the Greater London

area, the impetus being provided by
congested traffic conditions.

In Sweden, 10,000 employers, mainly in
the public sector, are working flexible
hours. Interest in the new formula seems

to be growing, and the subject is increas¬

ingly being discussed at the bargaining
table.

In the United States, contrary to what

might be expected, flexitime is just getting
under way. The first to try it out were

companies whose European subsidiaries

were already applying it and in November
1974 an estimated 150,000 workers in a

hundred odd organisations were on flexible
hours.

In Belgium where few firms are

using flexitime, the Government has set up
a Ministerial Committee to study its use

in national and local public departments.

Coverage by Sector

The Tertiary Sector

Freely chosen working hours are usually
introduced first in the tertiary sector.
Thus in the United Kingdom, at the end of

1974, 95 per cent of beneficiaries were

white-collar workers, and this is also true

for the United States. In Germany, the
proportion of employees of local and

regional authorities and social security

organisations working on flexitime was

14 per cent while in banking and insurance

it was 12 per cent, more than twice the

national average. In Switzerland as in
the U.K. flexitime is the rule in insurance

companies.

The difference between theoretical and

actual working hours poses some prob¬
lems. Introduction of flexitime repre¬

sents an advantage for employees when¬
ever this work week is respected or uni¬

formly reduced. On the other hand, if a

substantial portion of the staff does not

keep to the official work week, whatever

its length, flexitime with the supervision
over total time worked it entails, may well

be seen as a step backwards.

In 1975, some fifty French government

departments including certain central ser¬

vices, prefectures and provincial authori¬
ties were using flexitime. The movement

may be expected to gain ground, as the
Prime Minister has recommended further

government experimentation.

In both Germany and the United King¬

dom, flexible working hours are being

tried out in the public services, especially

with local authorities. The subject more¬

over appears to be under study in the
Swiss Federal Administration.

Presumably there will always be certain

categories of employment, even in the ser¬
vices, where flexitime cannot be used,

(4) "Horaire variable ou libre" (Flexible or
Freely Chosen Working Hours) , Documentation
Française, Paris, 1972.
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oyee has his own key and personal counter which totes up his working hours in this French
flexitime system

especially where presence is essentially

discontinuous (most teaching occupations)

or where permanent service must be ensured

(police, transport, firemen, etc.). Flexible
working hours however are well suited to
other services which provide direct con¬

tact with the public. The needs of the

service can be met through informal

arrangements among fellow-workers and
by fixing core time at hours when the
service is open to the public.

Manufacturing

Flexitime is making slower progress in

manufacturing. Considerable difficulties
must be overcome on assembly lines work¬

ing with heavy production items such as
motorcars or lorries and in other areas.

But in some industrial occupations,

experience shows that flexitime is relatively
easy to introduce where work is limited
to a single shift for example and in the

assembly of light, small products. Each
worker can be given a two-to-three hour

margin of autonomy by increasing the
number of operations carried out by each

worker (job enrichment) and building up
buffer stocks between work stations.

Yet the use of flexible working hours in

the production sector varies a great deal
from one country to another:

United Kingdom. Experiments con¬

ducted in several sectors (pharmaceuticals,

textiles, etc.).

France. In 1974 in use in about 100

firms, some of them very large (IBM,

Honeywell-Bull).

Germany. Few figures available and

the number of experiments seems limited.

Switzerland. The movement is well

under way. Most big industrial firms, at

least in the larger towns, apply flexitime to
blue as well as white collar workers. The

exceptions are heavy assembly lines,

shiftworking, building and public works,
and a number of small and medium-sized

firms in the country where working hours

are in any case generally adjusted to local

requirements.

Trade Union Attitudes

In France the official union position has

been clearly stated in reports of two study

groups which met at the Government's

request. Although not opposed in prin¬
ciple to flexitime, they were against its

being used as an excuse not to do other

things which might be considered more

important. The French trade unions
also fear that flexitime may interfere with

the exercise of such trade-union rights as

the collection of dues, distribution of

leaflets and holding of meetings. These

misgivings do not appear to be common
elsewhere.

In Sweden, while the trade unions have

said they are in favour of experiments to

make working hours less rigid, the enthu¬
siasm is greater among the rank-and-file

than at federation level, and a recent law

specifies that trade-union representatives

must take part in decisions regulating
working hours.

In the United Kingdom attitudes seem

mixed. The Trade Union Congress has
merely observed that the trend towards

more flexible allocation of working time

will probably continue and suggests that

the process be closely monitored. It

seems unlikely that flexitime will in prac¬
tice be held back by the unions.

Rights such as going to see a doctor

during working hours and not being

penalised in case of delays in the transport
system appear to have been kept as a rule

in most experiments carried out in France

and the United Kingdom, while German
and Swiss firms have taken a somewhat

harder line. If flexitime contributes to an

improvement in overall labour-manage¬
ment relations and to a climate of mutual

confidence it seems likely that such rights
will not be abused.

The trade unions sometimes point out

a case in point being the public sector in

Belgium that employers often tolerate

some leeway in morning arrivals, a con¬

cession which automatically disappears

when real time is recorded, and argue that
the work week should therefore be cor¬

respondingly reduced if flexible hours are
introduced. This seems to have been the

actual practice where at least in certain
French firms it is justified by a fall in

absenteeism and an increase in producti¬

vity.

In certain countries existing laws and

regulations limit the development of

flexitime. Frequently, industrial legis¬
lation is based on the principle of identical

working hours for all staff. This pro¬

vision is in line with traditional practice

and facilitates checking by factory inspec¬

tors and trade unions but is clearly incom¬

patible with any personalised flexible
schedule.

Before flexible working hours are intro¬

duced, OECD's report recommends that

regulations be drawn up in written form
and discussed with the staff delegates from

the relevant departments or works coun¬

cil. They would specify how the proposed
plan is to be implemented and particu¬
larly how the problem of overtime would
be treated. In this way it should be pos¬

sible for a worker to decide how long he

wants to work on any given day without

exceeding the weekly or monthly legal

ceiling.
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The Transition
fromWork to Retirement

The goal of current experiments is
to smooth the transition from work¬

ing life to retirement by affording

people greater freedom to organise
their existence to suit their own

health, aptitudes and tastes. This

approach might be described as
retirement à la carte ".

In countries under review two appa¬

rently contradictory trends may be
observed: the desire for earlier re¬

tirement, and a desire to go on working
after retirement.

Earlier Retirement

This desire for earlier retirement can

be illustrated by the campaign in France

to lower the age af retirement to 60

(with the same pension as is now paid
at 65). At present, social security rules
encourage workers to defer retirement
until the age of 65, since before that

age the pension paid is smaller than
it would be according to actuarial cal¬

culations. For supplementary schemes,
however, pensions are calculated on an
actuarial basis and it is possible to retire
with a pension as from age 60. Various
schemes for early retirement have re¬

cently been offered to workers usually
for cyclical or structural reasons, as well
as more generally to workers over 60
considered to be "unfit".

In the United States, social security

pensions may be taken at 62, but at a
lower rate than paid at 65. Almost all
contributors to private pension schemes
have the option of an earlier retirement
clause.

In Germany, the minimum age at which

employees have the right to a statutory
retirement pension was lowered in 1973
from 65 to 63 for those who had con¬

tributed for at least 35 years, and to 62
for those considered less fit for work. In

1973, 50 to 60 per cent of the people

covered by these provisions actually took

advantage of them.

In the United Kingdom, the age of re¬
tirement is fixed at 65 for men and 60 for

women, but many companies and organ¬
isations have early retirement schemes.

In Sweden, a decision was taken by
Parliament in 1975 to reduce the retire¬

ment age from 67 to 65, to allow free

choice to workers between 60 and 70,

subject to the actuarial consequences and
to authorise a part-time pension (with no
actuarial reduction) from age 60.

In the United States, Federal govern¬
ment employees with 30 years service
may retire at age 55. The United Auto¬

mobile Workers have recently negotiated
the right to early retirement for wage-
earners in this industry.

In France, early retirement is fre¬

quently permitted in certain civilian or

military public-service jobs for widely
different reasons the particularly stre¬
nuous nature of some tasks, safety requi¬
rements (French National Railways), or

simply traditional practice (retirement at

age 60 for elementary school teachers,

extension to all railway employees of
benefits originally intended for locomo¬

tive engineers, etc.).

For diverse reasons, some companies
have offered opportunities for early re¬
tirement to their staff. The reduced effi¬

ciency of certain older people has been
cited as has been the difficulty of giving
older people certain jobs for safety
reasons, and the desire to cut down total

staff while continuing to take on and

train younger people.

In periods of unemployment, the trend
towards a lower retirement age is given
added impetus; in such circumstances,

the question is whether it may not be

preferable to pay a pension to an older

man who retires, making way for a

younger person, than to pay benefits to an

unemployed worker. A lowering of re¬

tirement age however is irreversible. Tt
would seen wiser therefore to opt for
early retirement only in specific categories
or sectors.

For early retirement to be meaningful,

however, the pension must be adequate.
To enable the community to bear the

resulting financial burden, the rate of

pension should be lower in the years
immediately following retirement. This

implies that during this initial period the
person should be allowed to work, and
continue to make his contributions to

social security and thus acquire addi¬
tional rights entitling him to a larger
pension in the later years of his life.

Work After Retirement

The need to keep retired people em¬
ployed for a certain time for financial

reasons coincides with the desire of many
retirees to continue working but without
suffering any reduction of their pension.

Whether in fact a retired person wishes
to continue work depends in part on
the amount of his pension: the higher it
is, the less likely it seems that pensioners
will be induced to go on working. It also
depends on the type of job. The desire
to continue is likely to be less strong for

those whose jobs are fatiguing or con¬

ducive to rapid ageing. Another factor is
retirement age: the earlier this is, the

greater the chance that workers will want

to take up another job. Finally, the
desire to work will be particularly strong
in the first few years of retirement,

slackening off with increasing age.

The Need for Flexibility
Such apparently conflicting trends show

the need for a period of gradual transi¬
tion between working life and retirement.

Many workers want the retirement age

lowered because they find their job tiring,
because they do not have enough leisure

or are not happy in their work and want

to take life easier or engage in some new

occupation. By the same token, it is not
merely in order to add to what is still

apt to be a modest pension that people
prefer to go on working. It is because
they fear losing interest in life or because

they are bored with having nothing to do

and wish to have some kind of activity.

But the age when people feel the need
for a transitional period in which they
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(Left) : The University of Toulouse in France has opened a special university for people over sixty which provides study groups, lectures
and also physical exercise. (Right) : " There are always jobs which older people can fill to the benefit of the community.

can gradually cut down on work without

giving it up completely is not the same
for everybody; thus a very flexible ap¬

proach will be required.

A number of questions therefore arise:
Why should retirement age be the

same for everyone, or even everyone in
the same occupational group? Why not

adapt age-limits and regulations govern¬

ing retirement schemes to individual re¬

quirements to the extent that financial

constraints permit?
Why should older people suddenly

have to cease work and suffer more

often than not a sizeable drop in income
though their needs do not decrease over¬

night? Why not offer instead to those

who so desire the option of a transitional
period, of varying length, between full-
time employment and the end of all occu¬
pational activity?

Why not recognise the right of older

people to go on working, if they want
to, for example by providing jobs suited

to their capabilities (part-time work),
allowing a pension to be combined with
a salary, on the understanding that em¬

ployed pensioners continue their social
security contributions?

Why not, when the time comes to stop

work (which will not necessarily be the
same for everyone), raise the pension in
recognition of the contribution to the
economy made during the early years of
retirement, so that in the later years of life

pensioners can enjoy a decent standard
of living without having to rely on

"welfare" with its inevitably humiliating
connotations?

This is the perspective in which
OECD's report examines the problem of

how to make the allocation of time bet¬

ween work and rest more flexible for

older people. A number of obstacles to

solving the problem exist, and an attempt

has been made to assess their magnitude

and underlying causes.

Fixed Age-Limits

While the labour laws in Germany and

Sweden set no specific limits, the ten¬
dency in both countries is towards uni¬

formity.

According to a survey carried out in
the United States between 1 968 and

1970, almost half the pensioners had
worked in firms where retirement was

compulsory at a given age.

In France, although legislation per¬
taining to the general social-security

scheme and supplementary schemes is
somewhat flexible, firms tend, as in Ger¬

many and Sweden, to retire employees

at the age of 65; age-limits are more
rigid in special status enterprises (rail¬
ways, mines, etc.) and in the civil ser¬
vice. The problem is not seen as one of
eliminating age limits entirely but of
leaving a margin for individual choice

and interpreting regulations more flexibly
with greater regard for individual situa¬
tions.

Restrictions on the Combination

of Pension and Earned Income

In Germany pensioners who draw their
benefits at age 65 may combine them with
earned income, but fairly strict rules

obtain when pensions arc drawn earlier,
whether as regards the maximum period
which may be worked (3 months per
year but with no ceiling on earnings) or
the amount received (three-tenths of the

salary which determines the ceiling for
pension contributions).

In the United Kingdom pensions are
reduced by the amount a pensioner earns
over and above a ceiling which in 1974

was set at £ 13.09 per week; the effect of

this is to discourage pensioners from

working full time. In 1965 only 200,000

pensioners whose earnings fell below the
ceiling were working and 20,000 had

their pension rights reduced or withdrawn
because their earned income exceeded

this maximum.

In France, the situation varies accord¬

ing to the type of scheme:
In the civil service there are no limita¬

tions on earnings for pensioners who

have reached the age-limit in their former

post, but there is a ceiling if an individual
retires before that date, though this

applies only to sums paid out by the
state or state-assisted bodies.

There are no restrictions under the

general social-security scheme.

In the case of supplementary pension
schemes in the private sector, the rules

are quite strict on paper if the pensioner
takes up employment in a firm affiliated
with the same scheme. In practice how¬
ever the rules are difficult to enforce; in

any event they do not come into play
when the pensioner is employed in a firm
belonging to some other scheme or as a
non-established civil servant.

While in Sweden it is possible to enter
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paid employment and continue to draw

a pension, some opposition is making
itself felt, and, if age-limits were to be

made more flexible, a system similar to

those outlined above might well be intro¬

duced. As in France, disability pensions

cease if the recipient succeeds in finding

new employment.

Part-Time Work

It is generally agreed, in theory at least,

that one aim of pension policy should be
to avoid the rigid compartmcntalisation

of work and retirement by instituting a

transitional period of part-time or less

demanding employment. But if pension¬
ers are to go on working when they so

desire, there must be opportunities for

part-time jobs.

In the United States, a survey shows

that among employed women aged 65

or more in 1973, roughly the same pro¬

portion worked par time as full time,
whereas with men, the proportion of part

timers to full-time workers was seventy

per cent.

In Germany, the Federal Government

has stated that it attaches great import¬

ance to measures promoting part-time

work in general and for older people in

particular. Only one restrictive measure
remains on the statute books, one which

is likely to be withdrawn soon: in case

of illness, wages are paid only to those
working no more than 10 hours weekly

or 45 hours monthly.

In the United Kingdom, in 1971,

19.5 per cent of men over 65 still played
an active role in economic life (compared
with 24 per cent in 1961 and 48 per

cent in 1931), while the proportion of

women was 6.5 per cent. Some firms are

striving to ease the pace for older
workers. One example is an agreement

recently signed at British Leyland Motor
Corporation's Jaguar plant in Coventry.
Under the terms of this agreement, a

pre-retirement plan has been set up

enabling men at age 63, and women at

age 58, to reduce their pace if they so

desire. They may limit themselves to 80

per cent of the usual work standard and
receive 80 per cent of the normal rate of
pay. Working hours are also flexible,
starting between 7.30 and 9.30 a.m. and
ending between 2.00 and 4.00 p.m.

In France, a few firms have recently

decided to offer their employees the

possibility, on reaching age 60, of re¬
ducing, with no loss in earnings, the time
they spend on the job daily, weekly or
annually, which in this last instance

means an increase in paid holidays (Sa-
viem, Gillette, etc.).

Allowing pensioners who so desire to

go on working full or part time would
seem to be in the interests of the com¬

munity, not only because it keeps them

healthier and thus helps to make the
welfare and medical bill lower, but also

because, even in times of unemployment,

there are always jobs which older people

can fill to the benefit of the community,

either because they do not attract young

people or because they call for lengthy
experience. This is true for many activ¬
ities in the service or social sectors and

sometimes even in the firms where pen¬
sioners were previously employed, pro¬
vided they are willing to accept a change
of role and a position outside the hierar¬
chy (as consultants for example).

In the United Kingdom the report
notes some evidence that the overall per¬
formance of part-time workers compares
favourably with that of full-time staff.

Furthermore, part-time work has the

advantage of enabling firms to cope more
easily with daily or weekly peak loads

and to make fuller use of plant without
resorting to overtime. Nor, the report
adds, should the difficulties associated

with part-time work prove insurmontable.

The mere fact of offering jobs to pen¬
sioners is not enough the report notes,
without provision of cultural leisure-time
activities or even university courses on the

lines of the "Senior Citizens' University"
at Toulouse in France. The introduction

of an educational component is especially
advisable during the transitional period

from working life to retirement.

Towards Retirement
"à lacarte"

The above considerations suggest to
OECD's experts the introduction of re¬

tirement " à la carte ", gradual retire¬

ment with two-stage pensions for those

who desire them. Those wishing and able
to continue their work, but at a slower

pace, could begin by claiming a fairly
small pension (a pre-prension or pen¬
sion advance). They would continue their

pension contributions and acquire pen¬
sion rights so long as they went on
working, regardless of their age. As
soon as they gave up work entirely,

they would receive an increment and

thus their final retirement pension. This
would of course be smaller than if they
had not obtained any advance payment
but considerably larger than if they had
claimed their full pension much earlier.

Introduction of this two-stage proce¬
dure for determining the amount of reti¬

rement pensions would, the report adds,
induce a greater number of older people
to work part time, while at the same
time the status of people already working
"on the side" could perhaps be legalised.

A solution of this kind would not be

forced on everyone but only put forward
as an option for those who wanted to

take advantage of it. It would thus give
people an added freedom being able to
allocate their time throughout life in
whatever way they chose.

Such a system could be supplemented
by offering six months or a year of sabba¬
tical leave, say at the age of 50 or 55,
financed, if the individual so desired, out

of his pension rights and compensated
for by postponement of the retirement

date. The granting of such an oppor¬
tunity, if only for a few months, prefer¬
ably fairly early on, would make it easier

for people to choose a new career better
suited to older people and could hence
help them to go on working in a new
field.

Yet it should be realised that the fi¬

nancial burden to the community of a

year's paid leave at age 55 corresponds

to two or three year's of non-activity at

65 or 70, owing both to the discounted
value of an expenditure occurring ten
years earlier and the possibility of death

occurring between the two periods.

Certain pension rights often accrue in
the context of institutions relating to a

specific working group (managerial ver¬

sus non-managerial in France), or to a
group of firms and sometimes even a

single major firm. The flexible measures

recommended above imply harmonisation

of the schemes and especially institution
of lines of communication between them,

so that, in the event of a job change,

pension rights acquired under one scheme

can smoothly be transferred to another.

The often complex laws governing
systems of recurrent education, adult

education, educational leave, early reti¬

rement, etc. are not easily grasped by

the disadvantaged members of the popu¬
lation for whom they are above all in¬
tended. The paradoxical result is that

such groups derive less benefit from the
measures than the educated and inform¬

ed minority. It is therefore most impor¬
tant that Member countries simplify the
rules and procedures for improving life¬
long time allocation and provide the

people concerned with more information

concerning their rights.
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Structural Adaptation
in the Aluminium Industry

Among the main problems facing industry in OECD countries are the need to adapt to new conditions of supply
for energy and raw materials, inflation and a possible shortage of investment funds.

OECD's Industry Committee has made case studies of structural adaptation to some of these problems
on the part of certain industries which are particularly sensitive to them (1 ). The following article is based

on the Committee's conclusions to a report on the primary aluminium industry (2).

The primary aluminium industry is very sensitive to supply
conditions in two vital areas: raw materials and energy.

Efforts to mitigate rising costs through R and D are a

longer term development which will require substantial amounts
of capital investment and which, in the short term, cannot be
expected to improve the financial standing of enterprises. The
significant reduction of energy consumption has required and
will continue to require substantial technical development and

hence substantial capital expenditure. It will also be largely

determined by future trends in the price of bauxite and energy.

As to raw materials, the rise in price has intensified the

industry's efforts to develop new and improved production
techniques and accelerated research and development on the
industrial use of non-bauxite ores which are widely available in

OECD countries.

Energy

The actual cost of energy and raw materials to the primary

aluminium industry varies greatly from one plant to another on
account of a variety of factors including the source and nature of

supply, the existence and provisions of long-term contractual
arrangements, etc. Accounting for between one fifth and one
third of total production costs, energy has always been one of
the most important cost variables in the production of primary
aluminium. Accordingly, close attention to energy efficiency
and conservation is essential to the attainment of the industry's

earning goals and competitive position. Through improved
production techniques and increased efficiency, the electric
power consumed in the reduction stage was reduced by over
30 per cent between 1939 and 1975. Thus adaptation to the
"energy crisis" as such has not been a new phenomenon :
changes in the availability and price of energy have only inten¬
sified industry efforts to reduce power consumption. Further
significant progress will require major technological develop¬
ments involving substantial capital requirements.

In the United States, aluminium producers have been co-oper¬

ating with Government agencies in a comprehensive energy
conservation programme whereby goals have been established
to reduce energy consumption by about 1 0 per cent from a 1 972
base by 1980. Although these potential economic levels are
not attainable in all countries, notably those which already have

lower specific consumption rates, other OECD Governments and
the aluminium industry could examine the possibility of co¬

operating on an energy conservation programme.

Inflation

In a period of recession and stagnation in aluminium consump¬

tion, inflation has imposed serious financial problems on the

industry, substantially reducing the cash flow position of the

industry while, at the same time, increasing requirements for

working capital and increasing the cost of financing new

investment and stocks. Better supply and demand balance has

therefore been sought in various countries by cutting production

rather than price. This policy which is consistent with some of

the conclusions of a 1 973 OECD report, "Problems and Prospects

of the Primary Aluminium Industry" (3), has reduced the

necessity of financing further inventories. The stock levels and

prevailing interest rates have necessitated a carrying cost of up

to some $16 million per month for the industry, a financial
burden that has seriously strained the liquidity position of the

industry.

The substantially reduced profitability and cashflow position,

if it continues, could lead to a considerable erosion of the capital

base of the industry. This low financial return on capital

invested in the industry could be considered as a feature of the

present conjunctural situation; however, unless this situation

substantially improves, there could be, in the longer term,

insufficient underlying capacity to meet the expected growth in

primary aluminium demand. If this is to be avoided and

adequate levels of investment maintained, improved profitability

combined with greater reliance on outside capital resources are

likely to be among the major elements required.

It is important to recognise the critical role capital formation

plays in economic growth and the fundamental role governments

play in the process. General anti-inflationary measures depress
the level of demand in an economy and with it the consumption

of aluminium and make for more expensive external capital.

Prolonged price controls in this context affect the self financing
potential of companies and ultimately their future investment

programmes since, in the long run, inadequate prices will result
in an inability to finance new plant. Budgetary deficits and the

(1 ) Iron and steel, textiles and apparel, pulp and paper and aluminium.
(2) The report, which will be published shortly, has five chapters : inflation
and the primary aluminium industry; energy and the primary aluminium
industry; the implications for the aluminium industry of the changes in
supply conditions of bauxite; waste and scrap recovery and recycling;
general conclusions.
(3) See OECD Observer N° 64, June 1973.
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recent fluctuations of the currency rates of some OECD countries,

also contribute to the uncertainties capital intensive industries

have in financing their own investment programme.

In line with governments' macro-economic management

policies and the effect of such measures on capital formation,

it would appear that a priority area for many OECD Governments

would be a review of the corporate taxation system with a view

to moderating the effects of inflation and so improve the cash

flow position of enterprises. The taxation of inventory profits

and the continued use of depreciation on a historical rather than

a replacement basis, in most OECD countries, represents a great

strain on company liquidity. It is possible to envisage a form

of taxation that specifically takes inflation into account which

would improve investment possibilities and, at the same time,

contribute to a better understanding of the true economic

performance of companies.

Recovery and Recycling

The increased financial, raw material and energy costs of new

primary metal has led to increased efforts by the industry to

recover and recycle scrap. This is a form of adaptation to the

problems faced by the industry as a result of the conjunctural
situation. The recycling of aluminium from scrap represents a

saving of virtually all the raw materials and, for "clean" scrap a

saving of approximately 95 per cent of the energy compared

with the energy required for making primary aluminium from
bauxite.

As a result, and also because of the obvious environmental

advantages, waste and scrap recovery programmes in many
countries are being re-examined and intensified. New scrap

has long been recognised as valuable, and virtually all of it is

recycled. Substantial progress in recovery of old scrap can
however be made, especially in the direction of an efficient

collecting and sorting system for wastes in the beverage and

automobile industries and for municipal wastes. Cooperation

between industry and government would appear to be necessary.

Instituting a complete system of internationally comparable

statistics on scrap, participation in research and development in

the field of solid waste recovery which requires an advanced

technology and encouragement of an appropriate localisation

of investment in recycling plants, are measures which could

assist the secondary aluminium smelters to secure a regular

supply of scrap at competitive prices.

Structural Adaptation

Since the energy crisis of autumn 1973, there has been no

significant change in the structure of the primary aluminium

industry. The few tentative steps taken by the industry in the

context of their reappraisal of cost structures could, however,

indicate some possible adjustments.

The cost increases in plant and equipment, added to the

increased cost of pollution and safety control, could have serious

implications for the aluminium industry. In a situation where

returns on funds employed are low, the continued escalation in

the cost of plant and equipment could cause the industry to have

inadequate basic capacity under construction to meet a new

upturn in demand.

The energy crisis has not had the direct consequence of

limiting the supply of energy to the aluminium industry, at the

international level, because, generally speaking, the industry has

had wide access to other sources, particularly hydro-electric

sources and also because the 1 974 stagnation and deep decrease

in demand in 1 975, caused a slow-down in the rate of utilisation

of productive capacity. However and as a result strong

pressures were exerted on production costs. The competitive

position of industries located in countries which depend on oil

Primary aluminium production by electricity source in 1974
and estimated sources in 1980 in some OECD countries

(000 metric tonnes)

Hydro
Power

Coal Oil Natural

Gas

Nuclear

Power

Other Actual and

Estimated

Primary
Aluminium

Production

1974 1980 1974 1980 1974 1980 1974 1980 1974 1980 1974 1980 1974 1980

France 98 112 43 47 90 99 146 142 12 26 4 4 393 430

Germany 75 74 461 533 44"» 49<i> 109 164 689 820

Italy 81 74 131 198 48 212 320

Switzerland 69 72 15 4 3 14 87 90

Turkey 0.720 0.740 0.8 1 2 61

United

Kingdom 33 38 103 120 157 208 293 366

Canada 1,030 1,107 1,030 1,107

United States 1,681 1,751 1,633 1,946 102 243 912 730 120 195 4,448 4,865

Australia 89 131 130 204 219 335<2)

(1) Oil and natural gas.
(2) New investments envisaged.
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to produce the energy for their aluminium production were

particularly affected. The result has been that little in the way

of further expansion of productive capacity is envisaged in these

countries because profitability is expected to be low.

For the aluminium industry as a whole, the increased price of

oil and the tendency of alternative fuel sources to meet these

prices has reinforced the importance of new smelter capacity

located close to relatively cheap and reliable power. Since

hydro power in the OECD area has been exploited to a fairly high

degree, availability of untapped hydro power, of oil or natural

gas in certain countries could attract new smelter capacity.

Such a move away from the past trend of locating primary

aluminium capacity near the markets and thus primarily in the

OECD area, would mean a possible change in the future structure

of the industry.

Such a move in the location of new smelter capacity is,

however, by no means evident as yet. And indeed several

factors indicate that the past trend of locating new smelter

capacity near the market may continue : the very high capital costs

of captive hydro-electric generating plants and smelter capacity

and uncertainty in many countries outside the OECD area about

protection from the risks involved in such investments. More¬

over, the development of nuclear power plants in a number of

industrialised OECD countries is expected to attract a large

number of large electricity consumers like the primary aluminium

industry; similarly aluminium capacity based on coal-fired

thermal plants could also increase since for many OECD coun¬
tries coal remains one the most economical industrial fuels.

Thus, the exact trend in future locational patterns for new

capacity is not clear. If the trend of location close to relatively

cheap and abundant power sources were to reach fruition,

however, it would seem that governments would have a certain

responsibility to develop, in the appropriate bodies, guidelines

for international investment incorporating, amongst other things,

measures for the security of contracts.

Similarly, the recent upward trend in prices of bauxite and the

accelerated research into alternative processes for producing

aluminium from non-bauxite resources, would involve some

change in the present supply pattern and hence in the structural

orientation of the industry. Since non-bauxite resources are

relatively abundant in the OECD area, such a trend could reduce

the developing countries' role in supplying raw materials to the

West. However, in the medium term, to 1985, there is unlikely

to be any change in the pattern of ore supply. The economics

of new processes using non-bauxite ores on a full industrial scale

still have to be tested, and, in this economic appraisal, the price

of bauxite and government policy decisions will be critical

factors. After 1 985, an increasing number of plants in the major

aluminium producing countries could be using domestic non-

bauxite ores, in some cases for reasons of security of supply.

In terms of the necessary adjustment for the continued

development of the industry, as a result of the difficulties

experienced since the fall of 1973, indications are that the

biggest problem, in terms of insufficient resources, is not so

much energy or raw materials, but rather capital accumulation.

The decrease in profitability of the primary aluminium industry

may bring about long-term structural effects unless the profita¬

bility and cash flow position improves and the capital accumula¬

tion process is facilitated. In this regard, governements have a

central role to play.
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