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THREE PROBLEMS

FOR AGRICULTURAL

MINISTERS

-^v :.£.$:&

Antoine Humblet, Belgian Minister of Agriculture and Chairman of the meeting
(right) with Josef Ertl, German Minister of Food, Agriculture and Forestry.

Ministers of Agriculture of OECD
countries met on 9th and 10th

February for the first time in al¬
most five years. The context was one of
agricultural plenty or even surplus in
OECD countries. After several years of
scarcity, the price of wheat, coarse grains
and other feeds have plunged. Farmers
in the U.S. have taken to the streets for

the first time since the 1950s to press their
demands for higher prices. In Europe,
the butter mountain has reached an all-

time high, and in Australia and New Zea¬
land meat producers have inadequate
outlets for their large output. Yet hunger,
if not starvation, is a daily fact of life in the
poorest countries of the world. This
paradox was at the heart of the lively dis¬
cussion between agricultural ministers,
many of them farmers themselves. Some
see each other regularly within the Euro¬
pean Community, others do not often
have the opportunity to discuss their
sometimes conflicting interests. Yet all
ministers share certain basic problems.

Problem Number One:

Instability of Markets

The first concern of OECD's agricul¬
tural ministers was how to reduce the

unprecedented instability which has
plagued agricultural markets over the last
five years, causing difficulties not only
for farmers themselves but for other

sectors as well. The rise in agricultural
prices in 1972-1973 took place in boom
conditions, creating an atmosphere in
which oil prices could quadruple. It also
contributed directly to inflation and bal¬
ance of payments difficulties, not only
for OECD countries but equally for the
developing world whose purchases are
often residual : their needs are met only
after others have been satisfied and

they may suffer acutely the effects of
price increases.

The story of cereals is well known.
Stocks had been high and prices de¬
pressed for a number of years. A poor
harvest in the Soviet Union in 1972 led

the Russians to make massive purchases
in conditions of secrecy and the rest of
the world was suddenly faced with a
completely changed stituation. Demand
from other countries was also high, par¬
ticularly from developing countries many
of which were badly affected by drought
and other adverse weather conditions.

Stocks dwindled rapidly and prices rose
sharply, thereby stimulating production,
at least in countries where farmers' in¬

comes are dependent on market prices.
Stocks have been reconstituted (see

chart A), but while this gives satisfaction
to world leaders, concerned lest there be



starvation for the poorest peoples of the
world as a result of poor harvests and
insufficient reserves, commodity mar¬
kets respond by moving prices down to
such low levels that producers cannot
pay their way and have to switch to
something else (see chart C).

In the meat markets, the synchronisa¬
tion of increased demand in 1972 and

1973 led cattle producers to increase
their herds, and in the short run the

amount of meat actually coming onto the
market fell as a result; thus prices were
given an extra upward impetus and rose
to record levels. By the time additional
cattle were ready for market in 1974 and
1975, the recession had set in, and de¬

mand was dramatically below what pro¬
ducers had expected so that they were
badly squeezed by rising costs and falling
prices .

Exporting countries suffered from a
sharp fall in their outlets in Europe and
from the low prices obtained in their
sales to North America. Farmers have

reacted by cutting back on their herds,
but the large stocks and recession in the
EEC, and the still heavy if slowly declining
supplies in North America and in ex¬
porting countries have delayed the
hoped for improvement in world trade,
both in terms of volume and of price.

As to dairy products, surpluses have
been a problem for years and show few

"It seems that governments almost invariably react to short-run events, h
and overproduction and governments should permit enough flexibility
The five-day soybean embargo in 1 973 was a classic case of overreacl
performance has been much better, and we are determined to be a depen^
idea that price support is not still the basis of farmers' incomes... As rega-
slowing down, a general limitation of our agriculture. On the contrary, its
'Agricultural products are our only raw material. No one doubts that tl
Minister of Agriculture of France. "We can't just dump our surpluses
distress prices. What happens then is that somewhere else, some other c«
their fault. They've been forced down there by the country that has pre
1972/73 world grain shortage provided a graphic demonstration of the
vicious economic backlash and economic management difficulties which
words 'burden of adjustment'. We have borne this burden often." Dui

signs of improvement : butter stocks are
at an all-time high, and skim milk stocks
are only slightly lower than their peak
(see chart B). The imbalance has been

particularly acute in Europe for some
time, but more recently the United States
has also moved into surplus. Some steps
are being taken, however; for example,
Canada and Switzerland have introduced

production quotas, and the EEC has in¬
troduced measures designed to reduce
the surpluses. But the situation is difficult
because many dairy farmers have no al¬
ternative line of production, and the
choice is between putting these farmers
out of jobs and reducing their incomes to
unacceptable levels.

Perhaps the most unstable of the mar-

A. GRAIN STOCKS OF FIVE EXPORTERS
Argentina, Australia, Canada, U.S., European Community1

Million tonnes

(1) 6 Member countries up to 1971 172, 9 Member countries thereafter. (2) Provisional. (3) Fore¬
cast. Source: International Wheat Council.

kets is that for soya beans. More and
more, concentrated high-protein feeds
such as fish meal and soya beans are be¬
ing used in conjunction with feed grains,
generally in compound feeds mainly
for dairy cattle, poultry and pigs pre¬
pared by commercial plants which are
themselves sensitive to market trends.

Soya beans require long days and warm
nights and can only be produced in a few
areas. At present, production is virtually
limited to the United States and Brazil

and, in the former, output is concen¬
trated within a single region the Mid¬
west so that climatic difficulties are

immediately transmitted to importers
throughout the world via higher prices.
Fishmeal supplies have been reduced by
changes in Peruvian fishing conditions.
Moreover the distinction between wheat

as a food grain and coarse grains as feed
is unrealistic : not only is all wheat usable
for feed purposes, but some wheat can
only be used for feed. Instability in one
market contributes to fluctuations in the

others, as cereals, feedingstuffs and
livestock products are now more closely
linked than ever before.

Action

Although the United States has re¬
sponded to the surplus of grains by in¬
troducing programmes to set aside land
devoted to wheat and feed grains, the
ministers agreed that they must take ad¬
vantage of the present situation of plenty
to build up reserves for the future. "For
the bad weather will surely come" as the
U.S. Secretary of Agriculture pointed
out.

Measures have been taken in the U.S.,

where two good years "back-to-back"
produced the largest carryover of wheat
in 13 years. The building of granaries on
the farm has been and is being financed
by the government and the incentives are
now being extended in the hopes of
withdrawing from the market 30-35 mill-



i doing this, they may in fact make the long-run worse. We will continue to have ups and downs shortfalls
' so that natural adjustments can occur. In saying this, I recognize that my own country is not without fault,
tion. We have suffered for it probably more than have our own customers. Since 1975, however, our
dable supplier." Bob Bergland, United States Secretary of Agriculture. "Weare not prepared to accept the
rds the expansion of agricultural production, it is not conceivable, as far as we are concerned, to envisage a
proper role is orderly and oriented expansion. The President of the Republic recently expressed our attitude :
ie world is bound to consume increasing quantities of high quality food products'." Pierre Méhaignerie,
a major factor in the erosion of the farmers' income out onto the international market place to be sold at
juntry's farmers, take the loss through the low prices they get for their product. And those low prices aren't
>duced the surplus." Eugene F. Whelan, Canada, Vice Chairman of the Meeting. "The aftermath of the
severe impact on the world economy of agricultural instability. New Zealand has suffered many times the
i have arisen as a result of events in the sphere of world agricultural trade. We well know the meaning of the
ncan Maclntyre, New Zealand Minister of Agriculture, Vice Chairman of the Meeting.

ion tons of wheat, rice and coarse grains,
a substantial part of which would be held
by farmers. They will contract to hold this
grain, at least until prices reach a certain
level. Canada too has large stocks which
are financed by the farmers themselves
but which can be exported only by the
Canadian Wheat Board. But ministers

were unanimous in thinking that, al

though Canada and the U.S. provided
the world reserves before 1970, national

stocks will not suffice now: a system of
internationally co-ordinated reserves is
necessary. The time, moreover, is right.
If this discussion had taken place two
years ago, it would have been academic:
the cereals with which to build the stocks

were simply not available. As expressed

in the meeting's official communiqué,
ministers agreed on "the need to take
rapid action to establish an internation¬
ally co-ordinated system of nationally
held stocks adequate to provide food
security and to introduce a greater meas¬
ure of stability into the international
grains market in the future."

The test of this resolve will come very

B. STOCKS OF DAIRY PRODUCTS
Thousand Tonnes (End Year)

Source: OECD



quickly. Negotiations on an International
Wheat Agreement began in the
framework of UNCTAD three days after
the OECD agricultural ministerial, and
parallel talks are being held on other
grains. OECD's Secretary General ex¬
pressed the Organisation's view of the
problem in his opening statement. "The
burning problem, as I see it, is to achieve,
as quickly as possible, an understanding
about stocks of cereals. We must act

quickly... to prevent an excessive down¬
ward adjustment of production."

Agreement in principle on the need for
international reserves left many ques¬
tions open : how the financing should be
shared as between producer and con¬
sumer countries, where the stocks

should be held (some participants in the
ministerial favoured holding them in the
food deficit countries), which countries

should provide what.

International agreements on other ag¬
ricultural products are also being discus¬
sed. "Ministers thought that consulta¬
tions should continue among interested

countries in order to seek together the
adjustments necessary to alleviate dif¬
ficulties in the international markets, in

particular those for livestock and dairy
products" reads the official com¬
muniqué. And both dairy products and
meat are on the agenda of the GATT in
the Tokyo Round now also underway in
Geneva. As to dairy products, the possi¬
ble extension of existing minimum price
agreements to a wider range of products
(including whole milk powder, already
the subject of a Gentleman's Agreement
under the aegis of the OECD) is being
discussed. For meat, a less stringent form
of agreement appears to be envisaged.

Various proposals have been put forth
as to what form international co-opera¬
tion should take. But the objective is
clear to prevent a single group of
countries from bearing the whole bur¬
den of the adjustment (generally the ex¬
porters in case of surpluses and the im¬
porters in case of shortage). The formal
agreements are generally made
elsewhere ; OECD's main contribution to

enhancing stability is regular surveillance

of sensitive commodity markets and dis¬
cussion of possible solutions to the dif¬
ficulties. Since members of the Organi¬
sation include both the main producing
and importing countries for the most im¬
portant agricultural products, such dis¬
cussions are fruitful the Ministers noted,

and they encouraged OECD to intensify
these activities so as to provide more
and better advance warning of possi¬
ble crises.

Problem Number Two: Food

and Development in the
Poorest Countries

Ministers' awareness of the close links

between agriculture n the OECD coun¬
tries and the development process in the
Third World was implicit in the discus¬
sion of both topics. Agricultural exports,
for example, are the most important
source of foreign exchange earnings for
developing countries after petroleum,
while grain grown on the farms of OECD
countries provides about 10 per cent of
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the cereals eaten in developing coun¬
tries.

The complexity of the food problem in
the developing world underlines the
need on the part of the industrialised na¬
tions for a differentiated response but
also for more coherent policies in a
number of interrelated fields: agricul¬
tural production and trade, food aid,
food security and development assist¬
ance.

For the many developing countries
which cannot either produce or import
what they need to prevent starvation and
meet basic nutritional requirements, the
emphasis must be on food aid in the
short run and developing agricultural
production over a longer period.

Since the World Food Conference,

which took place in 1974 at a time when
the cereals crisis was causing grave con¬
cern about this group of countries, the
issues have been clarified and action

taken. Assistance for the development of
agriculture provided by OECD countries,
on both a bilateral and multilateral basis,

has expanded. The International Fund
for Agricultural Development has been
set up with $1 billion in capital provided
by OECD countries (56 per cent) and oil
producers (44 per cent) and in conjunc¬
tion with the developing countries who
themselves have contributed

$19.3 million. Ninety-one countries be¬
long to the Fund which will provide
grants and concessional loans for the

"food priority countries" (see map) many
of which are currently faced with unusu¬
ally severe food shortages.

As to food aid, a target of 10 million
tons a year set by the Conference repre¬
sents an important switch in itself since it
is fixed in the terms that count most

volume. Previous practice, fixing food
aid targets in financial terms resulted in a
drastic decline from 12 million tons in

the Sixties to less than 5 million tons at

the time of the cereals price rise. But the
target has proved elusive, in the words of
John A. Hannah, Executive Director of

the World Food Council, another out¬
growth of the World Food Confe'rence :
in 1976-1977 only 8.8 million tons were

provided and in 1977-1978, with agricul¬
tural plenty in the developed countries, it
is still estimated that food aid will fall

400,000 tons short of the goal. Food aid is
one of the items on the agenda of the
UNCTAD discussions on cereals now

underway in Geneva since a food aid
convention is included in the 1971 Inter¬

national Wheat Agreement currently
being negotiated. The grain reserve be¬
ing discussed in this forum would of
course contribute to the food security of
the developing countries as well.

The ministers, individually and collec¬
tively (in their communique) reaffirmed
their intentions both to increase aid to

agriculture and to reach the food aid
target and, more generally, to enhance
food security.

But not all countries in the developing
world are food deficit countries. There

are also the newly emerging industrial
countries which, along with the oil pro¬
ducers, can now afford to import food
and have the foreign exchange necessary
to do so : countries such as South Korea,

Taiwan, Singapore and Nigeria are be-

FLUCTUATIONS

[ *» * s- * *

~^.-'"V tf

4. SOYBEANS (US N° 2 Yellow)



Riiitf

..?
*>

'J^wuliil I,. J ,,1

Il
100 1 PARITY

'

w

Left : U.S. farmers demonstrate in Washington. Below: A Japanese super¬
men round the clock.

.--

'"

i ««v.*
9^,

P JOKE WE ARE
^ARMING BROKE-

» IntirM'10"
.I M«»»*«'|

z...

ifiîâi!^fâ!!!J!jj!Sit, -It

. -t

Farm product futures quoted in Chicago. Right : Palm oil ext,
exported from the Ivory Coast.

coming large purchasers of OECD ag¬
ricultural products.

But there is still another group of de¬
veloping countries whose needs must be
taken into account those which can

produce food on a competitive basis and
for whom agricultural exports are an es¬
sential part of development strategy. The
important thing for OECD nations vis-à-
vis this group is to give greater market
access. This is an important part of the
structural change which is required in
the international economy and which is
the object of intensive OECD analysis at
the present time. "The developed coun¬
tries will have to absorb more than they

did in the past and take that into account
in their policies, even if it creates dif¬
ficulties for us" OECD's Secretary Gen¬
eral pointed out. "But we cannot just stay
with the negative consideration that
shocks are difficult to absorb; we have to

see the positive dimension which has
been lacking in our dialogue with the
developing countries. We must decide
what we really want to do."

Problem Number Three:

The Need for a Food Strategy

Concern about the food problem
abroad was paralleled by a concern with

food policies at home. The contribution
of food prices to inflation, the increasing
share of food expenditure taken by pro¬
cessors and distributors, growing con¬
sumption of "junk" foods often ex¬
pensively packed by consumers in
many developed countries, and the di¬
minishing but still important role of food
in overall expenditure (see chart E) have
led to a search for policies that not only
focus on farmers and farm production,
but include the rest of the food system,
from farm gate to consumer's table.

"It is in the interests of no-one

neither the farmers nor the non-farming

community that agriculture's future be

8



considered and decided on within a

narrow horizon as if agricultural policy
could be isolated from all other policy
areas, " OECD's Secretary General noted.
"Agricultural policies should increasingly
reflect overall social and economic policy
objectives."

In some OECD countries, new and im¬

aginative moves are being made in this
direction. In Norway, for example, an
interministerial co-ordinating group has
proposed an "integrated food policy"
which would bring many different
groups into the policy-making process
and include measures having to do with
prices and consumer subsidies, indus

trial processing and imports, marketing,
information and education, content and

composition of food products as well.

The Canadian minister described the

food strategy being evolved in Canada (a
green paper has been put forward to
stimulate public discussion) as having
four major objectives:

provision of high quality food at
reasonable prices;

a decent return and standard of living
for the farmer;

producing for export those products in
which Canada has a competitive advan¬
tage ;

providing food aid to countries whose

people cannot adequately feed them¬
selves.

Sweden and the United Kingdom have
used price subsidies since 1973 to limit
price increases on the basic foodstuffs
that constitute the staple diet of low-in¬
come consumers. The United States has

used food stamps and other measures to
ensure an adequate diet for low-income
consumers since 1964, and many coun¬
tries promote greater food quality
through inspection and the setting of
grades and standards with respect to
health and hygiene. Measures have also
been taken in several countries to im¬

prove the efficiency of the food chain

D. FOOD PRIORITY COUNTRIES

1. Afghanistan
2. Bangladesh

3enin

Burma

Cameroon

Cape Verde Rep
Central Af. Emp.

8. Chad

9. Egypt
10. El Salvador

11. Ethiopia
12. Gambia

13. Guinea

14. Guinea Bissau

15. Guyana
16. Haiti

17. Honduras

18. India

Criteria

percaput incomeof under$500ayear
(in 1975 prices) with special emphasis
on very low income countries

a projected cereal deficit by 1985 of
500,000 tons or more and/or a cereals

deficit of 20 per cent or more as a prop¬
ortion of estimated cereal consumption

degree of protein-calorie malnutri¬
tion (in terms of proportion of popula

tion which is malnourished ; or in terms

of the average availability of protein
calories in relation to minimum re¬

quirements)
insufficient average increase in food

production, total and per caput, during
the last decade

e potential for rapid, efficient and
socio-economically well-distributed in

crease in food production including the
availability of under-utilised resources
to produce food

serious balance of payments con¬
straints	

* Countries which have been identified by
the World Food Council as those most in

need of improving agricultural production
and food supplies on the basis of the six
criteria .



E. PRIVATE EXPENDITURE FOR FOOD,
BEVERAGE AND TOBACCO IN 10 OECD COUNTRIES

as a percentage of total private final consumption expenditure
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and, in particular, the distribution stage.
The Minister of Agriculture for Swe¬

den, Anders Dahlgren, stressed that new
guidelines for agricultural policy passed

by the Swedish Parliament at the end of
last year "cover more areas outside tradi¬
tional agricultural policy than before".
He specifically mentioned the environ

ment. A number of other countries too

have been thinking in terms of main¬
taining at least a minimum population on
the land both for ecological reasons and
because "farming is a way of life which
gives more of a sense of fulfillment than
others" as the British Minister of State for

Agriculture and Food, Edward S. Bishop,
pointed out. Such factors, the ministers
agreed, should be taken into account in
formulation of a food strategy.

Implementation of food strategies will
pose certain difficult problems of ad¬
justment as a result of the need to make
better use of available resources, both

human and physical, and also to develop
a food system which will be less depen¬
dent on oil-based inputs.

OECD's Agriculture Committee has
been examining some of these prob¬
lems, recently focussing on improving
the efficiency of the beef chain (1), and
will, at the request of the ministers,
broaden its analysis in this field. They
also asked that the Committee take more

account of the economics of food, which

is often ignored, and examine how food
and agricultural policy aims could be
more closely related to each other and to
the economy in general.

This new approach to food strategy
may be able to help contain food costs
and ease the tensions between the

farmer, the processor, the distributor
and the consumer. It might also contri¬
bute to the regularity of supplies and
thus help to achieve the other two aims
of the Ministerial Meeting greater sta¬
bility of markets at home and less erratic
provision of food for the developing
countries.

(1) "Towards a More Efficient Beef Chain ",just
published, is a detailed account of a Sym¬
posium held in Paris in early 1977.

WORLD AGRICULTURE:

Five Years of Dramatic Change
by Emile van Lennep, OECD's Secretary General (1)

Since the last meeting of OECD Agriculture Ministers in
April 1973, a series of events have profoundly influenced
agriculture and agricultural policies. The beginning of

1973 marked a slackening in the tempo of sustained economic
growth in the OECD countries, with the attendant problems of
price and cost increases and of price instability in international
markets of a number of basic commodities, such as cereals and

feedingstuffs.

Three of these developments are particularly important for
agriculture.

First, sluggish economic growth and inflation, coupled with

high levels of unemployment, have modified the socio¬
economic environment within which agriculture operates. This
means that:

The employment opportunities outside agriculture are lower
than before, and the investment climate is more uncertain. This

makes structural improvements in the farm sector harder to
achieve.

The demand for food, especially for animal products, is now
rising more slowly, and disposal of available production,
therefore, becomes more difficult.

(1) Excerpts from an opening statement to the Ministerial meeting.
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The costs of agricultural production, in particular of the
energy-based inputs, have been rising. This has placed a
number of farmers in a difficult cost/price squeeze situation.

This may seem a gloomy picture. However, agriculture is
probably one of the sectors in OECD economies which, on the
whole, has suffered the least in recent years, for a number of
reasons :

the ability to hold resources on the farm, even if they are
under-utilised to a certain extent

the price and outlet guarantees enjoyed in most countries,
even if these prices are not as high as farmers might wish

the agricultural sector produces goods of prime necessity
which have been less affected than others by the downturn in
economic activity.

Second, since 1973 there have been very sharp fluctuations in
prices in international agricultural markets, resulting, it must be
stressed, from rather modest changes in the overall supply/de¬
mand conditions. There is no need to elaborate in detail on the

crises since 1973 : high prices of soya beans in 1973, of cereals in
1973 and 1974, low prices of beef in 1975, high prices of soya
beans and low prices of cereals in 1977. The cereals crisis of 1973
and 1974 hit the food-deficit developing countries particularly
hard.

Various factors have been responsible for these sharp fluctu¬
ations :

spectacular improvement in animal feeding practices, causing
demand for animal feed rich in proteins, such as soya beans and
fishmeal, to rise rapidly and to become rather inelastic

difficulties in forecasting the appearance on the market of
large buyers, such as the USSR, which, because of the size of
their purchases, can considerably affect the market

the run-down of stocks and inadequate stock-holding
policies

time-lags, between the reaction of demand and supply, espe¬
cially for products which have long production cycles.

But these fluctuations have been accentuated because the

international market for most temperate zone commodities, no
matter what its size, is basically a residual one. Yet, it is in the
interests of the world community as a whole that the adjustment
burden involved in combatting such fluctuations be spread as
widely and evenly as possible. The fluctuations we have experi¬
enced could have been moderated and, in some cases, even

prevented, if the major food producing and consuming coun¬
tries, either Members or non-Members of OECD, had co-oper¬
ated more closely and had taken concerted, rather than unilat¬
eral, action.

The third major development in recent years has been the
changing structure of the world economy and, in particular, the
increasing attention being paid to the food and agricultural
problems of developing countries. Economic events, such as
the unprecedented rise in the price of energy and the
emergence, as major economic partners, of several medium-
sized developing countries have changed the international
economic scene. These developments have been accompanied
by an intensification of the North/South Dialogue in various
bodies, inside and outside the United Nations, such as the
World Food Conference of 1974, the Conference on Interna¬

tional Economic Co-operation in 1976/1977 and the UNCTAD
efforts in the commodity area. In development co-operation,
too, attention is being paid to promoting an approach which
would increasingly concentrate on meeting basic human needs
in all countries, particularly from the point of view of nutrition.

These changes lend a new dimension to a number of policy
areas for OECD countries: agricultural production and trade;
development assistance; food aid; food security.

Where do we stand today ? We are at a crucial moment, when
the challenges and opportunities for action call for important
decisions decisions aimed at achieving results in the short-
term, but also at coping with longer-term requirements.

At national level, agricultural policies should increasingly re¬
flect overall economic and social policy objectives. It is in the
interest of no-one neither farmers nor the non-farming
community that agriculture's future be considered and de¬
cided on within a narrow horizon as if agricultural policy could
be isolated from all other policy areas.

Agriculture and food policies are becoming increasingly in¬
ter-related. It is essential that all the elements in the food cycle
should be seen as integral to the smooth operation of that cycle.
Close co-operation between the various facets will be the only
way of ensuring this smooth operation.

In some of ourMembercountries new and imaginative moves
are being made in this direction. The results of such an integ¬
rated approach would be beneficial to everyone farmers'
processors, distributors and consumers alike but it has to be
recognised that the adjustment process will not be an easy one.

At international level, the burning problem is to achieve, as
quickly as possible, an understanding about stocks of cereals.
As the benefits of such an understanding would be shared by
everybody, there should be general interest in such a concerted
approach. Furthermore, the present ample supplies of cereals
at relatively low prices, a situation prevailing for the first time
since 1973, provide us with the ideal opportunity to act. But we
must act quickly. We should also be able, by such an arrange¬
ment, to prevent an excessive downward adjustment of pro¬
duction which might result from the present state of the
market.

In the immediate future, the success of the various negotia¬
tions now under way for temperate zone products is very im¬
portant. This would contribute considerably to the promotion
of expanded trade and more stability in the markets. Success in
these negotiations would also mean that some of the uncertain¬
ties in the agricultural sector would be removed.

However, looking a little beyond the immediate future, one
must recognise that imbalances will continue to occur; the
increased links between cereals, feedingstuffs and livestock
products will call for a flexible, though more comprehensive,
approach to agricultural markets. How can we deal with this?
More needs to be done to make the markets more transparent
and easier to forecast. It also seems clear that the solution of

major market imbalances and trade difficulties will be found

through a genuine multilateral approach to these problems.

Finally, the importance of a more coherent set of policies
directed at the food and agricultural problems of developing
countries cannot be over-emphasised. OECD countries as a
group have a major responsibility in this respect. Only a few
countries in the world can afford to import the bulk of their food
requirements. The priority need therefore is to help developing
countries increase their own food production. Furthermore,
there are clear advantages for our own economies in the de¬
velopment of two-way agricultural trade. In the OECD area
there are efficient producers of many commodities, in particular
cereals and most livestock products. They are the major
suppliers, as well as the suppliers of last resort to the rest of the
world. It is equally true, on the other hand, that, for many
developing countries, increased exports of some agricultural
items, such as sugar, oils and fats, fruit both fresh and proces¬
sed are vital to their economic development.

OECD countries are now at a stage where some bolder ap¬
proaches are required to tackle these thorny problems.
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CONCERTED EFFORT FO

OECD's Economic Policy Committee, at its first meeting of 1978,
generally agreed on the desirability of a "concerted effort" for
economic expansion which would encompass a larger number of

countries than before. Charles Schultze, Chairman of the United States'

Council of Economic Advisers, who has just been elected chairman of the

group, explained the new approach to reporters in a briefing session after
the meeting.

Schultze first set the scene : Economic growth over the past year has

been less than expected. In a number of countries stabilisation meas¬
ures have been successful or partially so. In¬
flation has been reduced.

"All of these factors have made possible a

more generally concerted effort towards a better

path of economic growth" he noted. In such an
effort, three tiers of countries can be distin¬

guished:

1 . Those with a strong internal and external pos¬

ition which can expand at a moderate but still

significant pace.
2. Countries in which internal stabilisation

policies until recently have dictated "very, very
cautious attitudes" towards expansion but which
have had "some measure of success" with such

policies and are now in a position to move cauti¬
ously and in concert towards somewhat faster

growth.
3. A third tier of countries which should still be

"extremely chary about stimulating their

economies further" because of inflationary dan¬

gers.

A concerted effort towards growth would ease

several potential constraints on growth :
Balance ofpayments and exchange rate con¬

cerns : a concerted effort would "tend to ease

concerns" on the external side which would otherwise inhibit expansion
in some countries.

Constraints on the size of the budget deficit: there would be more

economic growth for a given budget deficit since there would be more
demand for exports.

The investment constraint

In a number of countries it is difficult to expand investment solely

through measures related to internal demand, Schultze explained, be¬
cause so much investment depends on activity in world markets. Moder¬

ate, concerted action by a number of countries would reinforce the

profitability of investment, increase confidence and thus make it easier to
expand investment.

A concerted effort would also benefit the world economy as a whole.

For the countries in the third tier, where present problems still militate

against faster growth, internal stabilisation policies would be made easier
in a context of somewhat more widespread action towards stimulating

growth. A concerted effort by the OECD countries would also be helpful
to the developing countries. Finally, it would contribute to reducing
payments imbalances among OECD countries. Together with the enact¬
ment of effective energy plans, particularly in the United States, it would

help stabilise and strengthen foreign exchange markets.

Journalists had dubbed the agreement on the need for concerted effort

the "convoy approach" (as opposed to the earlier "locomotive approach")
a term which Schultze found inappropriate. "I think there is some prob¬

lem with that analogy, since my recollection of a convoy is that every

truck travels at the same speed, and that's not what we're suggesting. "
Schultze responded to a number of the journalists' questions including

the following:

Question : Wasn't there agreement at the London summit last year that

achievement of the growth targets of Germany

and Japan would be consistent with other coun¬

tries expanding, and wasn't the problem then

that they failed to achieve those targets ?

Schultze : What is different now is that at that

time, few other countries were in a position to

respond because of internal problems even if the

German and Japanese governments had reached
their objectives. Now there is more room to

move, and the fact that forecasts were missed

once doesn't per se establish the fact they're

going to be missed again.

Question: What kind of time scale are you

thinking about? It's obviously too late to do

anything about this year. When will the convoy
arrive ?

Schultze: I'm not sure that I would accept

your proposition that 1978 is already in the bag

for good or for ill. There are lags in the impact of

policy upon economic activity, but they are not
that long, and, therefore, depending on how

various governments react, the second half of

this year, would indeed be affected. With respect

to when the convoy arrives, obviously this is not

just a matter of a year, this is a matter of progress

over some period of time.

Question : An overall growth in OECD countries implies the possibil¬
ity of a growing balance-of-payments deficit vis-à-vis the outside world.
Have you envisaged a way of financing it ?

Schultze : Such a strategy would indeed, at least in the short run, imply
a modest increase in the deficit of the area as a whole vis-à-vis the rest of

the world, but this would be relatively small and easily financeable. And

at the same time, since growth rates within the area would more nearly

converge, there would be a better structured balance-of-payments posi¬
tion between OECD countries.

Question : Is a concerted effort not likely to set off the same kind of

problems as in 1 972 when everybody was moving in the same direction at
the same time?

Schultze: The situation in virtually every country with respect to the

big things is quite different now compared to 1972. In 1978, the degree of
slack as measured by unemployment is substantially higher than it was in

1972. Secondly, in 1972 the rate of inflation was moving up, whereas

now it is decelerating to various degrees in most countries, and hence the

different economic situations call for quite different policies.
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R EXPANSION

surplus of these stronger countries which
enabled them to take action in the first

place would decrease while the payments
balances of the other OECD countries would be

strengthened by nearly as much.

Scenario Number Two

But there is another group of countries, the
so-called "convalescent" countries which have

made progress against inflation and improved

their balance-of-payments situation Canada,
the United Kingdom, France, Italy and certain

smaller countries. If the five stronger countries
acted, these "second-tier" countries could also
stimulate their economies without adverse ef¬

fects on their balance of payments since they

would be increasing their exports to the five
stronger nations. If they expanded in such a

way that their imports increased to match the

rise in their exports, they would have higher
GNP yet their balance-of-payments situation
would be no worse than before the "concerted

effort" began. With such a scenario, the addi¬

tional growth in the area's GNP would be three

times as large as the original stimulus, and the
benefits would be transmitted to the weaker

countries which were not in a position to take
action themselves because of inflation or bal¬

ance-of-payments problems. Thus the
economies of third-tier countries would benefit

from an export-led expansion, as would the rest
of the world. Even the stronger countries

would be helped since they would export more
to the second and third-tier countries ; hence the

deterioration in their balance of payments
would be less than in the first scenario.

As an illustration of how the "concerted

effort" approach might work, OECD's
Secretariat has carried out two com¬

puter simulations which are shown in the table

at right.

Scenario Number One

In the first scenario, each of five strong (or

first-tier) countries Japan, Germany, the
Netherlands, Belgium and Switzerland

takes measures which give an initial impetus of
1 per cent to its GNP. As a result the five would

increase their imports, not only from each other
but also from weaker countries in the OECD

and from outside the area; this would not only

provide an impetus to these economies but also

feed back to the strong countries themselves.
Because of the feedback and the domestic mul¬

tiplier, the stronger economies would expand
by considerably more than the initial 1 per
cent. Action by the strong countries would

provide a particularly important boost to output
in Italy, France, the United Kingdom and
Canada as well as a number of smaller coun¬

tries such as Sweden, Austria, Australia and
New Zealand. The overall effect on GNP for

the area as a whole would be more than double

the initial stimulus. The balance of payments

1978; Simulation 1 1978 Simulation 2

Japan, Germany, Belgium,
the Netherlands and More General Expansion
Switzerland Expand of Total Domestic Demand

Total Domestic Demand

Stimulus
GNP

Change

per cent

Current

Balance Stimulus
GNP

Change

per cent

Current

Balance

(%ofGNP) Change

$ billion (1)
(%ofGNP) Change

$ billion (1)

1978 1978 1978 1978 1978 1978

United States 0 0.27 3.29 0 0.41 4.66

Japan 1 1.85 1.76 1.00 2.05 0.98

Germany 1 2.01 4.21 1.00 2.38 3.81

France 0 0.71 1.01 0.36 1.44 0

United Kingdom 0 0.52 0.39 0.21 1.03 0

Italy 0 1.02 0.41 0.34 1.71 0

Canada 0 0.45 0.29 0.21 0.89 0

Major seven countries 0.28 0.79 0.58 0.4 1.07 0.13

Belgium 1 2.02 0.85 1.00 2.52 0.82

Netherlands 1 1.89 0.67 1.00 2.29 0.57

Switzerland 1 1.85 0.59 1.00 2.16 0.53

Remaining OECD 0 0.46 1.21 0.43 1.11 0.19

Total OECD 0.3 0.78 1.48 0.4 1.14 1.85

Non-OECD area 1.48 1.85

(/) Current prices.
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By far the largest element in international capital markets is the medium-term
syndicated Euro-credit used not only by industry and municipalities but also by
central governments, especially to finance balance-of-payments deficits. With
$33.3 billion in volume in 1977, such credits accounted for more than half the

transactions on private international capital markets. (The other two "com¬
partments ", Euro-bonds andforeign issues on national markets, comprised 28 and
21 per cent respectively.) In late 1977 and early 1978, the Euro-credit market has

also been by far the most dynamic : medium-term Euro-credits have been running

at an annual rate ofmore than $50 billion, almost 50 per cent higher than the 1977
overallfigure, and OECD projects a total of $38 billionfor 1978 as a whole. At the
same time, terms have softened markedly: both the contractual "spread" (the
margin between what the borrower pays and the cost offunding the loan) and

commissions have fallen markedly, and maturities have lengthened. The most
recent issue of OECD' s Financial Market Trends (1) explains this surge as due to

the "very ample " supply of investible funds which made it attractivefor borrowers
to raise new loans, to consolidate old ones and to advance borrowing operations .

Lending Sources

The ample supply of funds reflects de¬
velopments in both the world economy and in
other financial markets.

Sluggish economic growth and the low cor¬

porate demand for funds in the domestic mar¬
kets of several major industrialised countries
meant that domestic banks, in a search for other

outlets, turned to the Euro-credit market.

Competition was particularly strong between
Japanese and German banks (especially the
Luxembourg subsidiaries of the latter). Re¬
strictions in force since 1974 against Japanese

participation in medium-term foreign currency
lendi ng were relaxed , permitting that country ' s
banks to join the market ; there was also some

participation by Arab banks. Canadian banks
too have stepped up their role, participating in
the management of virtually all big loans to

European, Comecon and several Middle East¬
ern borrowers.

Although Deutschmark issues on the
Eurobond market reached a record volume,

Euro-dollar bond issues came to a virtual halt in

February of 1978 as a result of the weakness of

the dollar on exchange markets and fears of

higher long-term interest rates in the United

States and resulting lower bond yields. This
has turned traditional bond market investors to

the medium-term loans.

Oil exporting countries continued to pour
their surpluses into this market.

Foreign lending has proven to be highly pro

fitable for the large banks and not particularly

risk-prone and has accounted for a substantial

part of the profits of the large banks which
engaged in such operations. Recently the
"smaller" banks have also entered the market,

at least in the United States.

Demand in 1977

Corporate borrowers were conspicuous by
their absence on this market as on most domes¬

tic ones and for the same reasons.

But otherwise demand for Euro-credits has

been broadly based. Governments and central
banks took up about 40 per cent of the loans in

1977, borrowing the funds mainly to finance

balance-of-payments deficits. But Euro-credits
were also used to finance industry and infra¬

structure. The most striking development was

the growth of borrowing by oil-exporting
countries (Iran and Venezuela and, for the first

time, the Gulf States).

Borrowing by oil exporters as a group rose

by more than 80 per cent to reach an all time
high of $6'/4 billion roughly a fifth of the

total. Thus oil exporters were at the same time

an important source of funds to, as well as
borrowers from, the market. Also borrowing,

(1) "Financial Market Trends" , OECD Paris, Feb¬

ruary 1978.

1. MAJOR BORROWING
COUNTRIES

1977

Per cent

$ billion of total

Mexico

euro-credits

1. 2.66 8.0

2. Brazil 2.35 7.1

3. United Kingdom 2.24 6.7

4. France 1.76 5.3

5. Iran 1.71 5.2

6. Spain 1.69 5.1

7. Venezuela 1.65 5.0

8. Sweden 1.38 4.2

9. United Arab

Emirates
1.04 3.1

10. Denmark 0.86 2.6

Sub- total 17.34 52.3

11. United States 0.84 2.5

12. Argentina 0.82 2.4

13. Morocco 0.76 2.2

14. South Korea 0.68 2.1

15. Italy 0.67 2.0

East Germany 0.67 2.0

17. Canada 0.54 1.6

18. Philippines 0.53 1.6

New Zealand 0.53 1.6

20. Algeria

Total

0.45 1.3

23.83 71.6
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usually for investment projects, were some

newly emerging industrial countries Mexico
and Brazil (the largest borrowers in 1977 as in

1 976 together accounting for 1 5 per cent of the

market), Argentina, Morocco, South Korea
and Taiwan (See table I).

A number of countries New Zealand,

Ireland and Indonesia took advantage of the
favourable market terms to refinance loans or

to borrow ahead of schedule.

OECD countries borrowed heavily, mainly

for balance-of-payments reasons, the United
Kingdom (before its balance-of-payments

turnaround) and France being the heaviest
borrowers. Sweden, faced with balance of

payments difficulties came onto this market for
the first time (normally the Scandinavian
countries have used the Eurobond market).

Thus an exceptionally large number of new
names appeared on the list of borrowers and
eleven "jumbo" credits over $500 mill¬

ion were placed.

Terms

Contractual spreads reached their lowest

level since mid- 1974, prime rates breaking

their 1 per cent barrier in early 1977 and easing

down to 5/s per cent in December. Countries
which could negotiate loans at less than 1 per

cent included Iran, Malaysia and Venezuela.

Jordan, Lebanon, Trinidad-Tobago and
Tunisia also were able to borrow on favourable

terms though at more than one per cent. Brazil

was an exception to the general downward
trend in spreads, having to borrow in the 1 7/s to
2 l/s per cent range. Nor did South Korea,
Algeria or some smaller African countries such
as the Cameroon and Gabon benefit from the

more favourable terms.

The Outlook for 1978

OECD'-s projection of a $36-$ 38 billion
volume in syndicated bank credits for 1978

(see table 2), based on the balance-of-pay¬

ments outlook and already announced bor¬

rowing intentions, represents an increase of

10-15 per cent in nominal terms over 1 977 but

not much growth in real terms. Without an

increase in OPEC borrowing, the nominal rise

might not materialise either.

The supply of funds is expected to be as

abundant as last year and for the same basic

reason low levels of corporate borrowing on

domestic markets, keeping banks liquid. The

only country where corporate demand for cre¬
dit is relatively strong is the United States, and

even there the banks have enough excess

liquidity to satisfy a large external demand for

funds. OECD does not foresee any slowing

down in the growth of OPEC deposits with

Western banks despite a small expected decline
in the OPEC current account surplus from $ 40
to $ 35 billion. Advance and scheduled repay-

2. MEDIUM-TERM EURO-CREDITS
$ billion

Borrowers 1975 1976 1977

Secretariat

estimates

for 1978

OECD countries

COMECON area

Oil exporters
Non-oil LDCs

Other

6.22

2.43

3.21

8.04

0.68

10.31

2.32

3.42

10.85

0.91

12.93

2.51

6.25

11.25

0.32

12-14

2 V2-3 y2

8-9

11 V2-I2V2

V2

Total 20.58 27.81 33.26 36-38

MEDIUM-TERM EURO-CREDITS

(for the previous six months at an annual rate, $ billion)

ments on 1972-1974 loans will also contribute

to the abundance of liquidity.

OECD's study is optimistic about the default
problem. Although isolated cases have re¬

ceived widespread attention in recent years, the
losses have been small, smaller at least than on

domestic operations, it notes.

"Fears about the health and soundness of

international banking operations" should be
lessened by the improved economic and finan¬

cial situation of some heavily indebted coun¬

tries. The wider geographic scope of the mar¬
ket and the greater numbers of borrowers

should also work in this direction. Capital
ratios should not be a problem since the big
international banks have been able to restruc¬

ture their balance sheets and strengthen their

equity base. The lack of animation in the bond

markets means that top quality borrowers will
continue to have recourse to Euro-credits and

this in turn should encourage lenders to make

funds available but may make it more difficult
for some others to borrow.

Borrowing by Middle Eastern (oil produc¬

ing) countries to underpin their industrialisa¬

tion should continue, and there may also be

"precautionary" borrowing to tide borrowers
over when a lenders' market returns. Consoli¬

dation of debt and refinancing are expected to

continue at high levels too because of the
favourable terms and the fact that a number of

countries are faced with a bunching of debt in

the early 1980's.

There may be some change in pattern of

loans. Within the OECD area for example, the

United Kingdom because of its improved bal¬

ance of payments situation is not expected to be

a large net borrower while Canadians are, both

the central government and some provincial

borrowers. Scandinavian demand is expected

to be quite heavy again. Spain and Italy are also

expected to be large borrowers as are Australia,

Greece and perhaps New Zealand.

Oil exporting countries' borrowing is likely
to reach a new high of $ 8-9 billion for indus¬

trial and development projects, OECD fore¬
casts: Venezuela, $2-2'/2 billion mainly for

public works and a state steel company; Iran,
$ 1 V2-2 billion for a national air transport sys¬

tem and the construction of a gas pipeline;

Nigeria, $2 billion, half of which has already

been taken up. +
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Stepped up Comecon borrowing recently
($4 billion over the last six months) indicates

that Eastern borrowers may continue to take

advantage of favourable terms to improve the
maturity structure of their hard currency debt

and diversify their sources of credit. A tenta¬

tive forecast suggests that a level of $ 2 V2-3

billion would be acceptable to the market, ac¬
cording to Financial Market Trends.

OECD forecasts that the non-oil developing
countries will need to borrow some $ 12 billion

on the private markets even if there is some

increase in official aid, partly to finance current

account deficits (expected to rise from $ 23 V2
to $33 V2 billion) and partly for investment.
Once again, Mexico and Brazil are expected to

be the largest borrowers. Although Mexico's

balance-of-payments situation is much im¬

proved, large debt repayments are coming
due some $5 billion much of which will

need to be refinanced, and public sector oil and

mining investment is expected to be high.

Brazil's situation is not dissimilar: debt ser¬

vicing payments will amount to $6% billion,
and Brazil is expected to borrow some $ 2 V2 to
$ 3 billion of new money. Both countries have

been trying with some success to diversify their

lending sources. Borrowing by other Latin

American countries is expected to exceed $ 2

billion, especially if Peru, after its recently
announced stabilisation measures, can attract

lenders. Far Eastern countries should expand

their borrowing, especially Malaysia, usually

regarded by lenders as the best risk among the

non-oil developing countries, and also Thai¬
land which has a good credit rating should it

decide to finance infrastructure projects.

Taiwan and South Korea could be particularly

affected by any slowdown in world trade, but

OECD's Secretariat expects them to maintain

last year's borrowing levels. The large Moroc¬

can borrowing is considered unlikely to be re¬

peated, but Tunisia, having successfully
floated a loan for the first time in 1977 is likely
to be back.

Terms

The decline in contractual spreads seems to

be at an end for prime borrowers. The 1977
floor of s/s above the deposit rate has not been
lowered, but the spread structure is expected to
narrow as borrowers with lower credit ratings

take advantage of the market's liquidity and

obtain some improvement in terms. No rever¬
sal of the trend towards easier terms is expected

until late 1978 or, more likely, 1979.

Maturities on the other hand are expected to
lengthen in the months ahead, possibly to
8-8 V2 years, as against seven years in 1977,
since an increasing number of bon-owers have

been able to get ten-year redemption periods.
Such a lengthening of maturities "may prove
beneficial to the lenders themselves in the

longer run as it would contribute to lessening
time pressures on borrowers and improve their

ability to service existing debts", OECD's re¬

port concludes.

NEW GUIDELINES

ON EXPORT CREDITS

Most OECD governments support credits offered by their
exporters and financial institutions to potential buyers,

and this can be a crucial element in international competi¬
tionfor markets. An important international objective is to

prevent the distortion of trade which may result from
excessive competition in official support for export cre¬
dits. It is, for example, reflected in the official com¬
munique of the most recent OECD Council Meeting at
Ministerial level (I).

After intensive negotiations at OECD headquarters,

twenty countries (2) have reached agreement on a set of
guidelines for government action with regard to such
export credits. This "Arrangement on Guidelinesfor Offi¬
cially Supported Export Credits " was to come into effect
on 1 st April 1978 subject to confirmation byparticipating
governments.

The present arrangement supersedes a "Consensus on Converg¬
ing Export Credit Policies" of July 1976 (also referred to as a
"gentlemen's agreement") among the same countries. It is the

result of an extensive review of participants' experience with this
consensus and of proposals for improvement.

The guidelines are applicable to officially supported export credits
with a repayment term of two years or more. The basic terms set forth
are:

minimum cash payments of 1 5 per cent, whatever the destination of

the exports

a maximum repayment period of from 5 to 10 years depending on
which of three groups the country of destination falls into : relatively
rich, intermediary or relatively poor

a minimum interest rate of 7.25 to 8 per cent depending again upon

the group to which the country of destination belongs and also on the

repayment period.

The arrangement is an across-the-board one, covering all exports
with the exception of military equipment and agricultural com¬
modities; certain other exports, e.g. power stations, ground satellite-

communication stations, aircraft, and most seagoing ships, are subject

to special treatment.

The guidelines fix procedures for participants to follow vis-à-vis
both their own exporters and other participants in the arrangement.
The most important provision spells out a government's obligations if
it intends for one reason or another to support more favourable terms
than those set forth in the guidelines. In such a case, the other

participating countries have the right to match these terms in a way

which is specified in the arrangement.

Participants are required to give full information on earlier com¬

mitments to support credits at softer terms. The procedures to be
followed in such cases are designed to avoid competitive matching.

By stipulating what should be the most favourable terms and by
ensuring the transparency of participants' export credit transactions,
the guidelines are designed to put all participants on an equal footing
in this aspect of competition for foreign markets. Periodic reviews of
the guidelines are envisaged, and these will give participants the
opportunity to examine the operation of the agreement in practice as
well as to suggest further improvement. The first such review is
envisaged for the autumn of this year.

(1) "Ministers welcomed the progress achieved in multilateral co-operation
concerning export credits and underlined the need for further efforts to
improve and extend the consensus on guidelines for the extension of offi¬
cially-supported export credits. "Communique, 24th June 1977 .

(2) Australia, Canada, the European Economic Community (composed ofthe
following Member States: Belgium, Denmark, Germany, France, Ireland.
Italy, Luxembourg, Netherlands, United Kingdom) Finland, Greece, Japan.
Norway, Portugal, Spain, Swedert, Switzerland, the United States.
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TheQE Member Countries
1978 Edition 14th year

The OECD OBSERVER presents in this issue a set of tables showing the diversity
of the economies of the twenty-four Member countries of the Organisation.
Unless otherwise stated, these tables set forth the final statistics for the year
1976. They are not intended to provide all the comparative data needed for
an understanding of each country's economic situation in relation to the OECD
group as a whole : they give some idea, however, of the economic pattern in
the individual countries.

For further information, readers are referred to other statistical

publications of the Organisation: Main Economic Indicators, Statistical Bulletins
of Foreign Trade, Labour Force Statistics, Statistics of National Accounts,
Financial Statistics, Sectoral Statistics, Agricultural Statistics and others.

SYMBOLS EMPLOYED: () OECD Secretariat Estimate: Nil; . . Not available
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Because of frequent statistical
revisions, figures for population
and employment may be noti¬
ceably different from those
published in the preceding
"OECD Member Countries".

(a) Figures are not strictly com¬
parable between countries.

AREA

1,000 sq. km

AGRICULTURAL

AREA

1,000 sq. km

TILLAGE

1,000 sq. km

AUSTRALIA 7,686.8 450.5

AUSTRIA 83.1 37.8 17.0

BELGIUM 30.5 15.3 8.1

CANADA 9,976.1 640.6 401.6

DENMARK 43.1 29.4 26.6

FINLAND 337.0 27.7 26.1

FRANCE 549.1 323.2 189.8

GERMANY 248.6 132.7 80.5

GREECE 132.0 88.5 39.2

ICELAND 103.0 22.8

IRELAND 70.3 48.5 12.5

ITALY 301.2 175.3 123.2

JAPAN 372.3 58.1 55.7

LUXEMBOURG 2.6 1.3 0.6

NETHERLANDS 40.8 20.8 8.5

NEW ZEALAND 268.7 139.5 9.9

NORWAY 324.2 9.0 7.9

PORTUGAL 92.1 (42.0) (36.7)

SPAIN 504.8 280.6 208.3

SWEDEN 450.0 37.4 30.2

SWITZERLAND 41.3 20.1 3.8

TURKEY 780.6 538.8 277.5

UNITED KINGDOM 244.0 185.1 69.6

UNITED STATES 9,363.4 4,350.0
1974

1,910.0
1974

POPULATION

thousands

INHABI¬

TANTS

per sq. km

13,916 2

7,513 90

9,818 322

23,025 2

5,073 118

4,729 14

52,927 96

61,531 248

9,167 69

220 2

3,162 45

56,156 186

112,768 303

356 137

13,770 338

3,116 12

4,027 12

9,694 105

36,240 72

8,219 18

6,346 154

41,039 53

55,959 229

215,142 23



CRUDE BIRTH

RATES

per thousand

16.4

11.6

12.4

15.9

12.8

14.2

13.6

9.8

16.0

19.4

21.5

14.4

16.4

11.0

12.9

17.5

13.2

18.3
1975

18.3

12.0

11.7

32.3

12.1

14.7

UNEMPLOYMENT

RATE

as % of total labour

force (a)

TOTAL CIVILIAN

EMPLOYMENT

thousands

of which:

AGRICULTURE,
FORESTRY

AND FISHING

°/o

INDUSTRY OTHER

%

4.4 5,808 6.4 33.2 60.4

1.8 2,947 12.4 40.1 47.5

5.6 3,718 3.4 39.0 57.6

7.1 9,572 5.9 29.7 64.4

4.2 2,392 9.3 31.4 59.3

4.0 2,144 13.9 34.7 51.4

4.4 20,870 10.8 38.1 51.1

4.1 24,556 7.1 45.1 47.8

(2.7) (3,230) (34.3) (29.0) (36.7)

0.5 93
1975

15.1 37.6 47.3

9.4 1,021 23.8 29.8 46.4

3.7 18,930 15.5 43.5 41.0

2.0 52,710 12.2 35.8 52.0

0.1 147 6.1 46.3 47.6

4.6 4,542 6.5 33.7 59.8

0.4 1,206 11.8 34.2 54.0

1.8 1,789 9.4 33.1 57.5

(11.4)
1975

3,259
1975

28.1 33.3 38.6

5.3 12,535 21.5 37.1 41.4

1.6 4,088 6.2 35.4 58.4

0.7 2,676 8.2 43.9 47.9

7.4 14,710 63.1 15.5 21.4

5.1 24,425 2.7 40.0 57.3

7.5

	

87,485 3.8 (28.9) (67.3)



Notes:

a) Fiscal year starting 1st April.

b) Includes some or all expenditures
on the social sciences and/or hu-
manties.

* New SNA (Standardised National
Accounts).

BLEU: Belgium-Luxembourg Economic
Union.
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UNITED STATES*

GROSSDOMESTIC PRODUCT atmarketprices
at current prices .._

and exchange

ra,es 1977
billion US $ 13"

94.12

(94.5)

40.62

(48.1)

65.91

(77.5)

194.60

(197.1)

38.53

(42.2)

28.14

(30.0)

346.76

(379.1)

445.91

(510.1)

22.04

(25.7)

1.45

(1.8)

7.93

(9-D

170.77

(194.5)

555.06

(680.4)

2.24

(2.6)

89.52

(105.3

12.86

(14.3)

31.30

(36.0)

15.74

(15.8)

104.62

(116.4)

74.22

(78.0)

56.29

(60.3)

41.05

(44.7)

219.18

(242.3)

1,702.02

(1,880.9)

average annual volume
change: 1970-1976

% per year;
1976-1977 %>

3.8

(0.5)

4.1

(3.5)

3.3

(2.5)

5.0

(2.25)

2.5

(

3.5

(

4.3

(3)

2.5

(2.75)

5.2

(4.25)

5.1

(4.2)

3.1

(5.25)

2.9

(2)

5.5

(6)

2.0

(1.7)

3.6

(2.5)

3.3

(-0.5)

4.8

(4.25)

4.6

(6)

4.9

(2.25)

2.2

(

0.3

(2.75)

7.6

(5.5)

2.0

(0.25)

2.9

(4.75)

per capita at 1976
prices and exchange

rates US $
6,760 5,410 6,710 8,410 7,590 5,950 6,550 7,250 2,400 6,610 2,510 3,040 4,920 6,280 6,500 4,130 7,770 1,630 2,890 9,030 8,870 1,000 3,910 7,910

D 2

E t 5
w â 2
w < i
° O o
ce o

total

% of GDP

at current prices
23.7 26.0 20.6 23.1 21.5 27.0 23.1 20.7 21.5 29.5 24.5 20.3 29.6 28.2 19.7

(a)

25.2 36.3 23.9 22.9 20.6 20.7 17.9
1973

19.2 16.2

machinery and
equipment

% of GDP at

current prices

9.8

1975-76

10.6
1973

7.8

1975

7.6 9.2 10.5 9.0 8.4 8.4 6.0 10.5
1974

8.6 13.4 8.6
1975

8.1 13.9 6.9
1975

9.2
1975

8.7 6.7 8.4
1973

8.6

Z uj
O CC

UJ P D
I Q_ H-
ÎSû
- => z
te if} \n
a. z a.

O ><
o UJ

% of GDP

at current prices

US $ per capita
at current prices

and exchange rates

58.5

3,950

56.3

3,040

61.9

4,150

56.9

4,780

58.4

4,430

52.0

3,100

62.2

4,080

55.4

4,010

69.5

1,680

60.2

3,980

63.0

1,580

64.4

1,960

56.8

2,790

63.2

3,970

57.2

3,720

(a)

57.8

(a)

2,380

55.0

4,280

75.8

1,230

69.6

2,010

53.5

4,830

63.1

5,590

69.3
1973

380
1973

59.9

2,350

6.8

64.6

5,110

I- UJ UJ

§8555
O m <

current expenditure 28.6
1975-76

33.9
1975

41.6
1975

36.4 42.8 34.7 40.0 41.7
1975

27.7 24.9
1968

34.8
1973

40.6 21.6 42.1
1975

52.2 43.2 27.2
1975

23.4 49.8 31.1 18.0
1972

41.5 33.0

current revenue 32.0
1975-76

39.1

1975

40.7

1975

36.8 46.5 44.8 42.4 40.9
1975

29.4 33.2
1968

35.0
1973

36.7 23.6 50.6
1975

53.5 50.1 24.7

1975

25.7 57.4 34.0 27.1
1972

40.6 31.5

NET OFFICIAL DEVELOPMENT

ASSISTANCE

to developing countries
and multilateral agencies

% of GNP

0.41 (0.12) 0.50 0.46 0.56 0.18 (0.58) 0.27 0.13 0.18 0.80 (0.43) 0.71 0.81 0.19 0.35 0.23

GROSS DOMESTIC EXPENDITURE

ON R & D

in natural sciences and

engineering; %> of GDP
1975 unless otherwise indicated

1.1

1975-76

(b)

1.1 0.9 1.8 2.1 0.9 0.8 1.0 1.7

1975-76

2.0 1.1

1974

0.3
1974

1.8
(b)

2.2
(b)

2.3

...

CONSUMER PRICES
increase 1977

%

(Dec. 1976-Dec. 1977)
9.3 4.6 6.3 9.5 12.2 11.9 9.0 3.5 12.8 30.2 10.8 14.9 4.8 4.3 5.4 15.3 9.1 27.3 26.2 13.0 1.1 46.8 12.1 6.8

average annual
increase 1972-1977

% per year
13.1 7.7 9.7 8.9 10.8 14.5 10.3 5.7 16.1 34.7 16.1 16.5 12.9 8.6 8.7 13.0 9.4 21.3 17.2 9.6 5.6 20.4 16.3 7.7

TOTAL OFFICIAL RESERVES

million US $
31-12-1977

2,383 4,244 5,761
BLEU

4,607 1,670 570 10,194 39,767 (1,058) 100 2,372 11,608 23,260 5,761
BLEU

8,064 446 2,200 (1,260) (6,689) 3,668 13,829 775 21,057 19,393



a) International transport
excluded except for Canada
and Turkey.

BLEU: Belgium -
Luxembourg
Economic Union AUSTRALIA <

CO

<

CJ3'

LU

03

CANADA DENMARK
a

<

2

u.

LU

o

<

u.

<

DC
LU

CJ3

LU

u
LU
LU

oc

CD

1
LU

U

CURRENCY
monetary unit

Australian

Dollar
Schilling

Belgian
Franc

Canadian

Dollar
Krone

Finnish

Mark

French

Franc

Deutsche

Mark
Drachma Krona

currency units per US $
(30th December 1977)

at market rates

0.8761 15.13 32.94 1.094 5.78 4.027 4.70 2.10 35.51 213.1 *

P 1.0642 18.38 40.01
BLEU

1.329 7.02 4.892 5.72 2.56 43.13 258.9 0

:	 IMPORTS (goodsonly)

total (CIF)
million US $

11,184 11,523 35,355
BLEU

37,959 12,418 7,393 64,390 87,782 6,013 467

from other OECD

countries

million US $
8,627 9,157 29,249

BLEU

32,117 10,307 4,997 44,755 63,916 4,258 385

from rest of world

million US $

(excl. unspecified)
2,496 2,366 6,088

BLEU

5,841 2,110 2,397 19,607 23,764 1,744 83

total imports
as percentage of GDP

at current prices

11.9 28.4 51.9
BLEU

19.5 32.2 26.3 18.6 19.7 27.3 32.2

increase in volume of

total imports from
1971 to 1976

percentage per year

5.7 8.4 6.9
BLEU

8.7 5.4 4.0 8.7 6.6 6.8

total (FOB) 17 110

million US S j '
8,506 32,843

BLEU

38,633 9,113 6,342 55,812 102,032 2,543 401

to _

to other OECD

countries

million US $
9,018 5,767 28,419

BLEU

34,314 7,800 4,319 38,647 75,360 1,593 349

7 o to rest of world
O g million US S
D- g (excl. unspecified)
UJ - 	

total exports
as percentage of GDP

at current prices

4,019 2,739 4,182
BLEU

4,319 1,290 2,023 17,164 26,363 948 52

13.9 20.9 48.2
BLEU

19.9 23.7 22.5 16.1 22.9 11.5 27.7

increase in volume

of total exports
from 1971 to 1976

percentage per year

3.9 7.9 7.2
BLEU

3.7 4.3 3.4 7.6 7.6 17.1

FOREIGN TOURISM(a)
receipts

millions of US $
306 3,131 959

BLEU

1,641 803 323 3,613 3,211 824 12

percentage change
over 1975

+ 9.7 + 3.2 + 9.0 + 7.0 + 7.6 + 3.9 + 4.1 + 12.7 + 32.7

expenditures
millions of US $

644 1,501 1,609
BLEU

2,589 748 317 3,434 8,954 90 17

percentage change
over 1975

+ 4.9 + 12.1 + 13.6 + 25.5 + 16.5 + 12.4 + 12.1 + 5.3 + 1.1 + 21.4
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Pound Lira Yen

Luxem-

bourger
Franc

Guilder

New

Zealand

Dollar

Krone Escudo Peseta Krona
Swiss

Franc

Turkish

Pound
Pound Dollar

D.5231 871.5 240.0 32.94 2.280 0.981 5.139 39.85 80.91 4.67 2.01 19.443 0.5247 1.000

3.6355 1,058.7 291.5 40.01
BLEU

2.770 1.191 6.243 48.41 98.28 5.67 2.44 23.618 0.6373 1.215

4,196 43,372 64,799 35,355
BLEU

39,949 3,259 11,108 4,214 17,465 19,163 14,773 5,024 55,967 121,793

3,667 27,381 25,494 29,249
BLEU

29,281 9,471 3,019 10,312 15,354 12,767 3,458 38,507 66,800

473 15,976 39,299 6,088
BLEU

10,667 1,638 1,168 7,153 3,809 2,006 1,565 17,403 54,988

52.9 25.4 11.7 51.9
BLEU

44.6 25.3 35.5 26.8 16.7 25.8 26.2 12.2 25.5 7.2

5.3 3.6 6.4 6.9
BLEU

3.8 3.9 6.5 9.7 5.7 1.1 14.4 5.0 4.7

3,314 36,919 67,225 32,843
BLEU

38,751 2,805 7,918 1,810 8,726 18,440 14,846 1,942 46,263 114,997

3,004 26,070 31,234 28,419
BLEU

32,708 6,645 1,456 6,040 14,675 10,689 1,470 31,592 68,996

263 10,367 35,991 4,182
BLEU

5,163 1,273 325 2,658 3,765 4,158 472 14,572 45,616

41.8 21.6 12.1 48.2
BLEU

43.3 21.8 25.3 11.5 8.3 24.8 26.4 4.7 21.1 6.8

6.7 7.1 10.1 7.2
BLEU

7.4 3.0 8.4 10.7 2.9 4.8 5.1 5.1 8.2

200 2,525 312 959
BLEU

1,061 155 395 317 3,083 353 1,679 181 2,889 5,806

-0.5 - 2.1 + 23.8 + 9.0 - 4.2 - 3.7 + 7.6 + 31.5 - 9.4 + 3.2 + 4.4 - 10.2 + 17.3 + 20.0

707 1,663 1,609
BLEU

1,886 233 633 140 404 1,079 936 208 1,799 6,856

- 32.7 + 21.7 + 13.6 + 13.3 + 5.2 + 20.8 - 34.9 + 4.9 + 13.3 + 13.0 + 34.2 - 6.5 + 6.8



INFANT MflRTAI ITV
AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

deaths in 1st year
per 1,000 live births

14.3
1975

20.8
1975

14.6
1975

15.0
1974

10.6
1975

10.2
1974

12.6 19.8
1975

24.1
1975

11.1
1975

IRELAND ITALY JAPAN
LUXEM¬

BOURG

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

18.4
1975

20.7
1975

10.1
1975

14.8
1975

10.6
1975

16.0
1975

10.5
1974

37.9
1974

12.1
1975

8.3
1975

10.7
1975

16.0
1975

16.1
1975

FULL-TIME SCHOOL ENROLMENT AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

for children aged 15-19
percentage of age group

1975
46.1 37.0 61.3 66.4 62.1 60.8 51.3 51.3 45.4

IRELAND ITALY JAPAN
LUXEM¬

BOURG

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

47.1 40.8 76.3 33.5 57.5 43.2 63.4 29.6 34.5 57.1 51.6 12.7 43.9 72.0

DWELLINGS AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

COMPLETED

per 1,000 inhabitants
1975

10.5 6.1 8.0
Started

9.5 7.0 14.7

1974

12.2
Permits

6.7 10.4
Permits

9.5

IRELAND ITALY JAPAN
LUXEM¬

BOURG (1)

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

1974

8.1 3.9 13.9
Started

1974

9.5 8.8 10.7
Permits

10.8

1974

5.3 10.5 9.1 8.6 2.4 5.7 4.4
Permits

AIMIMAI DQDTFIIM
AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

grams per inhabitant and per day
1975

77

1974

55 60
BLEU

65 63 66
1976

70 56

IRELAND ITALY JAPAN
LUXEM¬

BOURG

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

68 51 33 60
BLEU

59 78 58 38 53
1976

71
1976

56 55 72

	

Per Capita AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

ENERGY CONSUMPTION

total primary energy requirements
in tons of oil equivalent

4.69 3.22 4.55 8.51 3.82 4.77 3.36 4.23 1.45 4.86

IRELAND ITALY JAPAN
LUXEM¬

BOURG (1)

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

2.26 2.42 3.09 11.48 4.73 3.37 5.16 0.87 1.81 6.11 3.49 0.71 3.69 8.10

(1) 70 per cent of total energy requirements (more than double the OECD average) are consumed by the industry sector mainly for export.

TFIFPHniUFC
AUSTRALIA AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

per 1,000 inhabitants
1975 390 281 285 572 454 389 262 317 221 417

IRELAND ITALY JAPAN
LUXEM¬

BOURG

NETHER¬

LANDS

NEW

ZEALAND
NORWAY PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

141 259 405 411 368 502 350 113 220 661 611 25 379 695

TFI Fl/ICiniU ÇFTC
AUSTRALIA

	

AUSTRIA BELGIUM CANADA DENMARK FINLAND FRANCE GERMANY GREECE ICELAND

per 1,000 inhabitants
1974

226
1973

247 252

NORWAY

366 308 269 235 305 106 230

IRELAND ITALY JAPAN
LUXEM¬

BOURG

NETHER¬

LANDS

NEW

ZEALAND
PORTUGAL SPAIN SWEDEN

SWITZER¬

LAND
TURKEY

UNITED

KINGDOM

UNITED

STATES

178 213 233 257 259 261 256 66 174 348 264 12 315 571
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CONSERVATION OF ENERGY

AND OIL 1973-1977
Preliminary estimates are that OECD area energy demand in

1 977 rose to 361 0 million tons of oil equivalent, an increase
of 1 .7 per cent over 1 976. Oil demand rose to 1 890 million

tons, an increase of 2.7 per cent.

The diagram below shows energy and oil demand in their
medium term context. The upper curves (A) show what energy and
oil demand would have been in 1 977 had their growth continued at
the 1 960-1 973 rate. The central curves (B) show what the demand
for energy and oil would have been if the pre-1973 relationship
between energy demand and economic activity had continued. The
lower curves (C) show what actually happened.

The difference between the upper and the central curves show
the reduction in energy and oil demand which could have been
expected solely as a result of reduced economic activity. The
difference between the central and the lower curves represents
additional savings.

The amount of total energy saved by conservation, i.e. the differ¬
ence between expected demand and actual demand, was
205 million tons of oil equivalent. Even more oil, 250 million tons,
was saved, suggesting that at least 45 million tons of oil had been
saved by switching to other fuels.

In interpreting the development of the curves over time, it should
be recalled that 1 974, 1 975 and 1 977 were years when winters in
the OECD area were significantly warmer than average, whereas
the 1 976 winter was close to normal. Apart from "true" conserva¬
tion, the total energy saving may reflect up to 30 million tons of oil

A Projection for 1973-77 based on growth of energy and oil demand
1960-73.

B Projection for 1973-77 based on actual economic activity and 1 960-73
relationship between economic growth and demand for energy and oil.

C Actual demand.

B-C Apparent energy savings 4,000.

Mtoe

2,000

PRIMARY ENERGY CONSUMPTION (Mtoe)

OECD US EEC JAPAN

ALL SOURCES

1977 (preliminary 3,610 1,796 924 356
estimate)

1976 3,546 1,744 922 349

% Change 1.7 3.0 0.2 2.0

of which: OIL

1977 (preliminary 1,890 848 502 260
estimate)

1976 1,842 808 512 251

% Change 2.7 4.9 1.9 3.4

equivalent saved through slightly warmer than average weather in
1 977. Moreover, the general under-utilisation of industrial capacity
in the OECD area during the period 1974-1977 may have had
some special, non-lasting impact on the relationship between
energy demand and economic activity.

3,800

3,700

3,600

3,500

2,000

1,900

1,800

1960 1965 1970 1973 1975 1977 75 76

25



Twenty years of nuclear
cooperation

Results and Prospects

How have the aims and scope of international cooperation in nuclear energy evolved over the last
20 years ? What are its prospects, in the light of the multiple forces economic, technical and

political which will shape its future? These were the two main focal points of a high-level
symposium held in Paris on 1st and 2nd February to mark the 20th anniversary of the OECD

Nuclear Energy Agency (NEA) (1). These two questions are discussed by Zabel Chéghikian of the
NEA in the following article.

It has taken little more than 20 years for nuclear energy to reach

industrial maturity. Today it is a leading contender to replace oil
in electricity generation both for the immediate future and over

the longer term (see chart A). This growth, which is remarkable
even if appreciably less spectacular than originally forecast, is to a

great extent due to the international cooperation which has been
one of its basic features (see inset).

The value of this source of energy was highlighted by the 1 973-

1 974 energy crisis when many governments took steps to expand
or greatly accelerate their nuclear power programmes. At the same
time impetus was given to international cooperation to support
these national initiatives. Even so nuclear energy has not expe¬

rienced the expected breakthrough as yet, and this for a number of
complex reasons.

One cause of the slowing down of nuclear power programmes in

most OECD countries (Chart B) is the economic recession which
followed the oil crisis and the lower long-term forecasts of econo¬

mic growth which, together with the increase in energy costs, have
wrought far-reaching and probably lasting changes in the energy
situation. In addition, the need for new energy strategies has meant

that nuclear power is now being seen more as part of the energy
picture as a whole, and this has put an end to the privileged

situation that earlier favoured its growth. The future role of nuclear

power in energy scenarios is also affected by the climate of uncer¬
tainty generated by divergent forecasts of energy supply and de¬
mand in both the medium and long-term. On top of all this there are
the political, social, financial and technical problems specific to
nuclear energy itself. Here the prime concern is with reducing the

risk of atomic weapons proliferation linked to the peaceful applica¬

tions of nuclear energy, and this affects the development of certain

vital stages of the fuel cycle.

Despite these difficulties, nuclear power is still the form of energy
for which the largest increase is projected over the next 1 5 years.
There are in fact no other real options for most OECD countries if
their energy needs are to be met.

Thus nuclear energy will be a key element in the energy strate¬

gies of most OECD countries, particularly from now until the end of

the century. It is clear that the obstacles which are presently holding
back the development of nuclear programmes cannot, by their very
nature, be satisfactorily overcome unless there is intensified co-

(1) President of the symposium was Bo Aler, Managing Director of the
Swedish company AB Atomenergi and Chairman of the OECD Steering
Committee for Nuclear Energy.

operation between all the countries concerned. This is the main

idea to emerge from the NEA symposium.

The Present

Whatever the technical difficulties, the most important sources of
present uncertainty and this was stressed during the sympo¬

sium are basically political in nature. First there is the difficulty
faced by governments in gaining public acceptance of nuclear
energy. One of the main reasons for this difficulty is probably the

A. NUCLEAR POWER'S SHARE

OF OECD ELECTRICAL CAPACITY-

PROJECTIONS TO THE YEAR 2000

(per cent)

Source: NEA Study on Nuclear Fuel Cycle Requirements.
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Results of International Cooperation

* Ithough the record for international
£jk cooperation over the last 20 years is
t I clearly a positive one, the uneven de¬
velopment of the nuclear industry over this
period reflects the numerous difficulties en¬
countered.

| Non-proliferation, the key issue today, has
been recognised as a problem eversince the
time nuclear energy was first put to peaceful
uses after World War If and for a long while
constituted an obstacle to the dissemination

Pot nuclear science and technology. Real in¬
ternational cooperation began only in 1955
with the United Nations Conference in

Geneva on the peaceful uses of atomic

energy.

The importance ofsharing the benefits to be
derived from this newform ofenergywhich,
at that time, seemed almost unlimitedas

well as the costs involved, was recognized by
the international community, and it was in a
spirit of enthusiasm and confidence in the
blessings of science and technology that the
various international organisations were set
up: first the International Atomic Energy
Agency (IAEA) under the aegis of the United
Nations in 1957, Euratom within the EEC the

same year, and the European Nuclear Energy
Agency of the OEEC (1) early in 1958. The
OECD Nuclear Energy Agency took the tat¬
ter's place in 1972 when non-European
OECD countries joined the Agency.

With the creation of these inter-gov¬

ernmental organisations a network of interna¬
tional communication grew up which has
done much to promote the acquisition and
sharing of scientific and technical knowledge
and to stimulate the development, sometimes

on a joint basis, of the material and human
resources required for the industrial de¬
velopment of nuclear power.

Originally focussed on exchanges of infor¬
mation on national R&D programmes, inter¬
national cooperation has steadily widened its
scope to cover research and development,

training, safety and regulatory aspects, tech¬
nical assistance, uranium supplies, reactor
construction, uranium enrichment and fuel

reprocessing, radioactive waste manage¬
ment, decommissioning, safeguards inspec¬
tion and the physical protection of materials
and facilities.

Inter-governmental cooperation has been
more successful when it has had a scientific

or technical aim, free of any commercial im¬

plications. Nevertheless three joint undertak¬
ings were launched by the NEA on a multina¬
tional basis (the Halden boiling heavy water

reactor in Norway, the Dragon high-temper¬
ature reactor at Winfrith in the United King¬
dom, and the Eurochemic irradiated fuel re¬

processing plant at Mol in Belgium) a novel
and direct contribution to the development of

industrialprocesses which clearly could have
commercial repercussions. A point worth
noting is that, when Eurochemic was set up In
1957, the joint development of plutonium ex¬
traction technologytoday regarded as the
most delicate matter in the proliferation con¬
text did not encounter the slightest political

difficulty, with the result that the knowledge
about the technology necessary for building
reprocessing plantson a small scale it is
true is now fairly widespread. Conversely,
uranium enrichment processes were kept
secret, and this was probably one of the

reasons for the failure to follow up on the pro¬
ject for a European isotope separation plant,
one of the possible joint undertakings consi¬
dered by the NEA at the time, it was not until
about 10 years later that industrial-scale en¬

richment plants were built in Europe on a mul¬
tilateral and commercial basis.

The first phase in the development of nuc¬
lear power up to the early 1970s was
marked by the free dissemination of nuclear

science and technology (except in their milit¬
ary applications), the launching of research
programmes in many countries, the availabil¬
ityon the worldmarketofnatural and enriched
uranium from the United States and a growing
number of trade agreements first on research
reactors and later for nuclear power plants.
With this growth in the nuclear industry, the
nature of international collaboration changed

to reflect not only growing commercial in¬
terests butalso the high costs of R & D as well
as the technical complexity and cost of
large-scale nuclear installations. International
control, with the IAEA system of safeguards
as one of its fundamental tools, was also in¬

troduced during this period, with the object of
ensuring that atomic energy was being used
forpeacefulpurposes. The climate prevailing
at the time also made it possible to sign a
Non-Prolfferation Treaty (NPT) in 1968, under
its terms a large number of countries signified
their willingness to do without nuclear
weapons in return for a guarantee that they
could have free access to peaceful applica¬
tions of nuclear energy.

(1 ) The Organisation for European, Economic Co¬
operation, predecessor of the OECD.

speed of technological progress in the nuclear field. Also the very
nature of atomic energy adds a further dimension to the problem
because of the fears aroused by the possibility of accidental re¬
lease of radioactive materials into the environment; the need to

dispose of long-lived radioactive wastes in particular gives rise to
concern.

The second factor which probably holds the key to the future
of nuclear energy has to do with the risk of proliferation of atomic
weapons based on fissile materials produced in fuel cycle facili¬
ties highly-enriched uranium and the plutonium recovered
through chemical processing of irradiated fuel for re-use in the
fast-breeder reactors of the future.

It is the nuclear test carried out by India in 1974 that suddenly

brought the non-proliferation problem to the fore and called into
question the effectiveness of international safeguard systems. The
decision by President Carter, in 1977, to suspend reprocessing

activities (2) and the fast-reactor programme in the United States
led the supplier countries to reconsider the conditions governing
the transfer of nuclear materials, equipment, and technology to

other countries and particularly to those which have not signed the
Non-Proliferation Treaty (3).

In view of the increasing international exchange of fuel cycle
services, it is important for the uncertainties stemming from this
situation to be dispelled since they could hamper the development
of nuclear programmes, particularly in those countries which de

pend on the big producer nations (mainly the United States and
Canada) for their fuel and equipment. This is particularly disturbing
for those developing countries that would like to introduce nuclear
power programmes, now or later on, and need the help of the
industrialised countries not only to build the power plants but also to
create the technical, administrative and legislative infrastructure
that is necessary for so complex a technology. The very serious
political and economic consequences for these countries of too
restrictive a technology-transfer policy were highlighted during the
symposium. Discrimination against countries which do not now
have nuclear power programmes would not only harm the world
economy but could well be counterproductive, inciting such coun¬
tries to develop their own technologies which would not then be
subject to the international system of safeguards. -

(2) From the proliferation point of view, fuel reprocessing and enrichment
are the most sensitive stages of the fuel cycle.
(3) At the present time more than 100 countries have signed the Non-Pro¬
liferation Treaty (NPT) which came into force on 5th March 1970. Under
this treaty, the countries which have no nuclear weapons undertake to
submit all their nuclear activities to inspection by the International Atomic
Energy Agency (IAEA). Since the NPT came into force, the United King¬
dom and the United States two of the three "nuclear powers" (i.e.
countries having nuclear weapons) which are parties to the Treaty (the
USSR being the third) have offered to place under IAEA supervision all
their nuclear activities except those bearing on national security. Three
nuclear powers (France, China and India) and a number of countries
which have no nuclear weapons but are operating large-scale civil nu¬
clear programmes are not parties to the Treaty.
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Prospects

Reinforced international cooperation will therefore be a key fac¬
tor in developing a system of non-proliferation that is both politically
acceptable and technically efficient. Certain indications of what
orientation may be desirable can be drawn from the exchange of
views which took place during the symposium.

The International Fuel Cycle Evaluation Programme (INFCE),
launched at the suggestion of the United States last October, is
intended to study alternatives to the present fuel cycle which would
permit the development of nuclear energy without increasing the
risk of proliferation. Some 40 countries, suppliers as well as users,
are taking part in this evaluation in the hope that it will help to clear
up the present uncertainty, particularly as to the reprocessing of
irradiated fuel. By the same token it should provide a sound basis
for establishing and implementing a system of non-proliferation,
the effectiveness of which would be enhanced by its being univer¬

sally acceptable from a political point of view.
If such a system, coupled with the necessary technical inspection

arrangements, can be introduced and if at the same time the
security of fuel supplies and services can be guaranteed, it will be
possible to avoid multiplying the number of fuel enrichment and
reprocessing plants (though the massive investments and techno¬
logical difficulties inherent in the construction and operation of
large-scale plants are in themselves a limiting factor).

In general, if they are to be commercially viable, such plants must

have capacity over and above what is needed to meet domestic

requirements, and hence they tend to be international in character,
at least to some extent. In future such plants could become truly
"plurinational", if the countries now being provided with fuel-cycle
services under long-term contracts (and exposed to the uncertain¬
ties of the present situation) were allowed to participate as full

partners in the enterprise.
Effective international inspection of reprocessing plants is clearly

needed. Major advantages would be gained from the point of view
of non-proliferation and safety if such facilities were combined with
plants which fabricate fuel from the recycled materials and with
storage units; this would reduce the need to transport plutonium
from place to place. Such nuclear "parks" in which fuel-cycle
services are concentrated could, in future, be managed on a truly
international basis.

To meet the new requirements stemming from the acquisition of
nuclear technologies by an increasing number of countries, it is
essential to continue strengthening the system of safeguards intro¬
duced by the IAEA under the 1968 Non-Proliferation Treaty. This
means stepping up both safeguard technology and the number of
inspectors. (In 1 979 the resources devoted to IAEA safeguards will
be increased from $ 1 0 to $ 1 6 million.) In order to promote the aims
of non-proliferation 15 countries that supply nuclear materials,
equipment and technology (the London Club) have agreed on a
common export policy and have recently informed the IAEA of the
principles and conditions on which their policy is based.

Uncertainty about the future of reprocessing and the present lack
of reprocessing capacity mean that there is a problem of interim

B. ESTIMATES (December 1975 and 1977) OF NUCLEAR POWER GROWTH (GWe)

28



International nuclear cooperation : a uranium-enrichment plant being built in Tricastin, France by Eurodif in which Belgium, French,
Iranian, Italian and Spanish interests are represented.

storage of irradiated fuel pending decisions about whether it will be
reprocessed or disposed of as waste. This situation, in turn, has

repercussions on strategies of radioactive waste management: in

this field where public interest takes precedence, international
cooperation must prevail over commercial considerations, since it

alone can provide satisfactory solutions to the still unresolved
problems. It would be particularly desirable to reach a consensus

on the disposal of long-lived wastes in order to have greater assu¬
rance of safety and thus greater confidence on the part of the
public.

In this complex situation, the first concern of governments is to
ensure the safety of all operations related to the nuclear fuel cycle,

but they cannot confine themselves to this role. Because of the

political and strategic problems involved in industrial development
of nuclear energy, the long-term planning required to build and
operate nuclear power plants and associated facilities, and the

scale of the necessary investments, governments must remain
fully involved in the decision-making process and exercise strict
surveillance over industrial development; they should also retain

direct responsibility for the most critical stages of the fuel cycle
for example, the long-term management of radioactive wastes.

Thus there is no doubt that international cooperation will conti¬
nue to be essential in overcoming the obstacles to orderly and safe
development of the nuclear industry. Given the political, economic
and technical changes that have taken place over the last 20 years,

forms of cooperation tailored to the new situation must be sought. It
is probable, for example, that the magnitude of the commercial
interests involved and the very large development costs will dictate
the use of less ambitious schemes for R & D hardware so that

countries with converging national interests and comparable tech¬
nological levels can work together bilaterally or in small groups.

In this context of international nuclear cooperation, the role of

OECD's Nuclear Energy Agency is to provide governments with
the tools of objective analysis so that they can choose the nuclear

option if it meets their needs. Priority in NEA activities is on those
areas which give rise to the most concern: R&D projects for

long-term radioactive waste management, improved safety tech¬
nology for thermal and fast-breeder reactors and fuel-cycle facili¬
ties, protection of man and the environment from radiation hazards,

and economic and technical evaluation of the long-term prospects
for nuclear energy. This programme, which takes account of work

being done by OECD's International Energy Agency and Environ¬
ment Committee, is being implemented in close collaboration with
the IAEA.

The development of an effective non-proliferation system has
been cited as one of the priorities for international cooperation. The
IAEA is at the centre of consultations on this subject and has also a
special responsibility for coordinating work undertaken within the
INFCE in which the NEA participates actively.

Another closely related priority is public acceptance of nuclear
power development. Like the other international nuclear organisa¬
tions, the NEA is aware of this important problem and supports the
efforts made by national authorities to ensure that the public is
better informed about the various aspects of nuclear energy. But
international organisations could exert a greater influence if their
work were known to a wider public. Their objectivity is the best
guarantee of good results in the very fields about which the public is
most concerned, such as the safety of nuclear activities. It is up to
these organisations, including the NEA, to make clearer to the
public how international cooperation contributes to safety and the
rational development of nuclear energy.
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RECENT

AID INITIATIVES

BY DAC MEMBERS

The list of initiatives presented below illustrates changes which have taken
place in development assistance over the last year or so. It is not intended
to present a comprehensive picture of the aid efforts and policies of the
DAC Members.

Australia

Australia announced its intention to in¬

crease its minimum food grains aid from
225,000 to 400,000 tons of wheat per year.

Its pledge to the World Food Programme
was doubled for the two year period 1 977-
1978.

Australia decided to increase substan¬

tially the share of local cost financing for
projects in the ASEAN (1) countries and in

the least developed countries.

A high-level consultative committee was
set up to help the Australian Government

identify research projects, institutions and

programmes to be assisted under the aid

programme.

Austria

Austria increased its disbursements of

Official Development Assistance (ODA)
from 0.12 per cent of GNP in 1976 to an
estimated 0.23 per cent in 1977.

Belgium

The General Administration for De¬

velopment Cooperation has been au¬

thorised to finance up to 75 per cent of

projects implemented by non-govern¬
mental organisations.

The establishment of a cooperation fund,

to be financed out of the national lottery's

profits, has been proposed.
A Minister for Development Cooperation

was appointed in June 1977.

Canada

Following the announcement made at
the CIEC, outstanding loans to the least-
developed countries have been converted

into grants $294 million in face value,

$35 million at discounted present value.

Future aid to this group of countries will be

in grant form only.
A major re-organisation of the Canadian

International Development Agency (CIDA)
was decided upon. A first set of measures

was taken to strengthen the organisation's
project and financial management and to
streamline operational procedures.

Denmark

The sixth five-year plan for official de¬

velopment assistance presented to Parli¬
ament in March 1977 foresees that ODA

will reach 0.7 per cent of GNP in 1 979 and
0.76 percent in 1981.

EEC

The number of countries benefitting from
the Lomé Convention has increased from

46 to 52 with the inclusion of Surinam,

Comoro Islands, Seychelles, Sao Tome

and Principe, Cape Verde Islands and

Papua New Guinea.

Eight new agreements including financial

aid were signed in 1977 with Egypt, Syria,
Jordan, Lebanon, Turkey, Greece, Cyprus

and Portugal.
The EEC will countribute $385 million to

the Special Action Programme agreed at
the CIEC. Its contribution will be channel¬

led through the International Development
Association (IDA).

Finland

Finland announced in June 1977 that it

intended to double the level of its official

development assistance over the medium
term.

In December 1 976 the Cabinet appointed
a Development Cooperation Committee to
review all aspects of the Finnish aid pro¬
gramme. The Committee is expected to
submit its findings and conclusions this
spring.

France

France decided to contribute to several

multilateral institutions, including the Afri¬
can Development Fund and the African

Solidarity Fund.
A consultative committee was estab¬

lished to co-ordinate research activities

carried out in cooperation with the de¬

veloping countries.

Germany

The 1 978 budgetary appropriations for
the Ministry of Economic Cooperation, re¬

cently approved by Parliament, provide for

an increase of 24 per cent over the previ¬
ous year.

Italy

New legislation dealing in part with inter¬

national economic and financial co-opera¬
tion, enacted in May 1 977, makes it possi¬
ble to use budgetary resources to finance

bilateral development loans to developing
countries.

Japan

Japan announced its intention to at least

double the volume of official development
assistance over the next five years.
Budgetary resources for official develop¬
ment assistance increased by 22 per cent
in the year ending March 1978.

Netherlands

The new government formed in De¬
cember 1977 has decided that the de¬

velopment cooperation effort will continue

to represent 1 .25 per cent of GNP ; ODA is
to increase gradually to 1 per cent of GNP
in the coming years.

Debt service payments on ODA loans
were again waived in 1 977 for the least-de¬

veloped or MSA countries which are also

"target countries" for the Netherlands (in
1 977, a total of $8.3 million was waived for

eight countries in this category).

New Zealand

The Advisory Committee on External Aid

and Development issued its first report on
the New Zealand assistance programme. It
approved the broad lines of New Zealand

aid policy but called for a restoration of

recent aid cuts and further progress to¬
wards the 0.7 per cent target.

(1) Association of South-East Asian Nations
(Indonesia, Malaysia, Philippines, Singapore
and Thailand).
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New Zealand has established a Pacific

Islands Industrial Development Scheme
under which the government provides fi¬
nancial assistance to encourage New

Zealand companies to set up manufactur¬
ing operations, in association with local in¬
terests, in a number of South Pacific island

countries.

Norway

The new medium-term economic pro¬
gramme presented to Parliament in Ap¬

ril 1977 implies that appropriations for de¬
velopment cooperation will reach 1 .3 per

cent of GNP in 1 981 . ODA in grant form is
to represent at least 1 per cent of GNP, and
the remainder will be devoted to the

financing of ODA loans, support to private

investment, promotion of imports from de¬
veloping countries and a programme of in¬
ternal adjustment assistance.

A re-organisation of the aid administra¬
tion was carried out, involving the Depart¬
ment of International Economic and Social

Development in the Ministry of Foreign Af¬

fairs and the Norwegian aid agency

(NORAD). A new Interministerial Co-or-

An irrigation
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dinating Committee was set up to advise on
aid and development co-operation.

Sweden

Within the framework of the CIEC Special

Action Programme, Sweden cancelled
ODA debt service payments totalling about
$28 million from eight Least-Developed
and Most Seriously Affected countries in
the coming five years. At the UN General
Assembly, Sweden announced its inten¬
tion to request from Parliament a complete
cancellation of ODA debts of the same

eight countries (total outstanding around
$200 million).

A report by the "Commission on Swe¬
den's Future Development Cooperation
Policy" was submitted to the government in
April 1977. Apart from endorsing the main
features of the existing aid programme, the
report recommends that future Swedish
ODA should be extended entirely in grant

form and that the present 1 per cent ODA
volume target should be considered as a

minimum target.
The Swedish government set up a spe¬

cial commission to examine the possibility

of greater support for developing countries'

project in India.
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,

industrialisation, including the transfer of
technical know-how. The Commission's

report included a proposal for setting-up an
intermediary financial institution to stimu¬
late private investment in developing
countries.

Switzerland

Switzerland decided to convert into

grants all the ODA debts of the least de¬
veloped and other low income countries (a
total nominal amount of about $72 million

and a discounted present value of
$26 million).

A Directorate for Development Coopera¬
tion and Humanitarian Aid was set up

within the Federal Political Department to

replace the Technical Cooperation Ser¬
vice. It is responsible for technical cooper¬
ation and humanitarian aid and coordi¬

nates financial assistance as well as over¬

all development cooperation policy.
A new multi-year authorisation ("crédit

de programme") for technical co-operation
and financial assistance was requested

from Parliament in November 1977 (SF

735 million approximately $350 mill¬
ion for the period July 1978-December
1980).

United Kingdom

The government announced in
January 1 978 that the aid programme is to
grow in real terms at some 6 per cent an¬
nually to reach a level about 40 per cent
higher in 1981-1982 than in the current
financial year.

The Minister for Overseas Development

has approved the re-definition of the
poorest developing countries for aid pur¬
poses to include countries with a gross na¬
tional product per capita of $280 or less in
1 976, based on the lates.t World Bank fig¬

ures, together with any of the countries at
present on the United Nations list of least
developed countries which would not
otherwise be included.

United States

The United States announced at the

CIEC that the Administration would seek

from the Congress a substantial increase in
the volume of its bilateral and multilateral

aid over the coming five years.
The United States authorities have

stated that a basic human needs approach
would determine the fundamental orienta¬

tion of their development assistance pro¬

gramme.

In January 1978, the United States Se¬

nate introduced legislation which, if pass¬

ed, would establish an independent Inter-
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national Development Cooperation Ad¬
ministration and consolidate various com¬

ponents of bilateral and multilateral foreign
economic assistance. The impetus for this
action was the late Senator Hubert Hum¬

phrey's wish to leave an effective foreign
aid structure as one of his legacies.

Multilateral Initiatives

The fifth replenishment of IDA'S re¬

sources covering the period 1978-1980
was agreed. DAC Members are to contri¬
bute 93 per cent of the total of $7.6 billion.

The International Fund for Agricultural

Development has been established, with
resources totalling about $1 billion. (See
page 7).

Six new DAC Countries joined the Inter-

American Development Bank (Austria,

Finland, France, Italy, the Netherlands and

Sweden), bringing the total of non-regional
members to 14.

The developed country participants at
the CIEC agreed to provide $1 billion for a
Special Action Programme to help meet
the immediate needs of low income coun¬

tries.

Following a proposal made by the Presi¬
dent of the World Bank, an Independent
Commission on International Issues,

chaired by the former Chancellor of the

Federal Republic of Germany, Willy
Brandt, has been formed to find ways of

restructuring international relations that
would command the widest possible sup¬

port.

At the 1977 DAC High-Level Meeting,

Members adopted a Statement on De¬

velopment Cooperation for Economic

Growth and Meeting Basic Human Needs.
DAC Members adopted Guidelines for

Local Cost Financing.
A new DAC Recommendation on Finan¬

cial Terms providing for a higher grant ele¬
ment in total ODA commitments was

adopted in February 1 978. (See following.)

DAC RECOMMENDATION

ON THE TERMS OF AID
OECD's Development Assistance Committee recommended

at its meeting on February 28th that each Member country
increase the "grant element" in its official development

assistance commitments to at least 86 per cent (1); the previous

target, set in 1972, was 84 per cent. DAC Member countries also

agreed to offer highly concessional terms to the least-developed
countries. The DAC agreement confirms an earlier decision on this
matter reached by the Paris Conference on International Economic

Cooperation last June.

A "grant element" arises when a loan is extended at an interest
rate which is lower than the rate of return the donor could obtain

from an alternative investment (normally taken to be 10 per cent).
By definition, therefore, the grant element of an outright grant is
1 00 per cent, while that of a loan at 1 0 per cent interest is zero per
cent.

The lower the interest rate and the longer the maturity and grace

period, the higher is the grant element, but a given grant element
can be achieved through an infinite number of different combina¬
tions of these three variables. Thus for example a donor can meet
the 86 per cent target:

by extending half the funds as straight grants and lending the
other half at one per cent interest over 30 years and with a seven-

year grace period. (The loan half of this programme works out to a
grant element of 72 per cent.)

by lending the whole sum, with an interest rate of 0.75 per cent, a
maturity of 50 years, and a 10-year grace period. (These are the
terms of the International Development Association, the "soft-
loan" window of the World Bank.)

There is also a subtarget for the least-developed countries.
Donors have agreed that aid to this group should be essentially in
the form of grants; but it should have at least a 90 per cent grant
element annually from each donor to the group of least-developed
countries as a whole or an 86 per cent average for each individual
least-developed country over a three year period.

Thus in the field of aid, significant progress has been made on
terms. The main outstanding challenge is to increase its volume.

(1) Italy reserved its position as it did in 1972.

UNCTAD RESOLUTION
7he Ministerial Session of the UNCTAD Trade and Develop¬

ment Board met from 6th to 11th March 1978, in Geneva

and adopted a Resolution on "Debt and Development Prob¬
lems of Developing Countries ".

Developed donor countries agreed that they will seek to
adopt measures for an adjustment of terms of theirpast bilateral

official development assistance to bring them into line with the
currently prevailing softer terms, or other equivalent measures,
as a means of improving net ODA flows. Upon undertaking
such measures, each developed donor country will determine
the distribution and the net flows involved within the context of

its own aid policy. The measures undertaken are subject to
review at UNCTAD V to be held in May 1979 in Manila. This

agreement stemmed from the recognition that many poorer
developing countries, particularly the least developed among
them, face serious development problems and in some in¬
stances, serious debt service difficulties.

With respect to features "which could provide guidance for
future operations relating to debt problems of interested de¬
veloping countries", the Board noted that there are "certain
basic concepts" which are "common to the varying ap¬
proaches "set out in the separate proposals made by develop¬
ing and industrialised countries, at the Conference on Interna¬

tional Economic Cooperation (CIEC), in June 1977. An UN¬

CTAD Intergovernmental Group of Experts is to make recom¬
mendations on this matter in advance of UNCTAD V.
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Ten OECD Recommendations on

WATER MANAGEMENT

Increasingly recognised as a scarce and valuable resource, water calls for stricter and more
rational management. To help Member countries achieve this aim, OECD's Council recently

adopted ten recommendations (1).

Water resources, both surface (lakes, rivers,

estuaries and coastal waters) and

underground, should be managed on the
basis of long-term plans so as to follow an
integrated approach including all relevant

aspects of quantity and quality, withdrawal
and discharge, supply and protection.

Surface and underground waters constitute a single hydrological

system which should be managed as such in order to prevent

uncontrolled pollution and depletion. All quantitative and qualitative

aspects of water withdrawal and discharge are so interdependent
that they should not be dissociated administratively but should be

managed in an integrated and co-ordinated way; this implies that
they should be under a single authority.

The authorities should promote the rational
and equitable allocation of water resources

among all users by applying appropriate
regulatory and economic instruments,

including a licensing system, and taking into
account a hierarchy of real requirements in
terms of quality and quantity as well as any

potential effects on the environment.

When demand for water is high, some order of priority should be
established in allocating it, particularly in quality terms. This calls
for a sound knowledge of the quantitative and qualitative require¬
ments of various water uses. Existing water allocation procedures
leave much to be desired. Certain kinds of water rights virtually
leave the user free to withdraw water and use water resources at

will, even at the expense' of other users. Furthermore, water of
high-quality e.g. underground water, is frequently withdrawn in

large quantities for purposes that do not require it (industrial use for
example) while low-quality water must be used for drinking.

Highest priority should be given to reserving
and protecting high quality waters for

potable use where there is either present or

potential demand for this purpose. There is a
basic need to try to preserve an acceptable

level of aquatic life.

Treatment of highly polluted water so as to make it drinkable is
becoming more and more costly, and the final quality is usually
unsatisfactory from the point of view of health as well as taste. This
is because a large number of trace pollutants cannot be removed
and pass on through treatment plants either in solution or in the
form of fine particles. Paradoxically, such pollutants may also be

synthesised during the treatment itself: the chlorine used as a
reagent acts on organic substances which have remained in the
water to form dangerous organo-chlorine compounds.

With present technological and financial methods of manage¬
ment, the situation is not likely to change unless special efforts are

made to improve substantially the quality of the water treated. As it
seems unlikely that present sources can be cleaned up quickly
enough, every attempt should be made to obtain good-quality
water from other sources.

In many OECD countries, the demand for rivers, lakes, estuaries
and coastal waters for recreational and touristic purposes is stead¬

ily increasing, while the quality of these bodies of water is seriously
deteriorating. It is important to maintain fish life in these waters not
only for their value as a natural resource and to maintain ecological
equilibrium but also as a monitor of the quality of the water itself.

(1) For more details, see Water Management Policies and Instruments,
OECD, Paris 1977.
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River-basin oriented management should be
encouraged since it provides an effective

solution to water problems beyond the scope
of local management; where advisable this

should be considered in an international

framework. Adequate coordination of the
regional approach is required at a state and

RIVER BASINS OF FRANCE

national level within the framework of a

national water management policy.

Because of its natural boundaries, a river basin system is parti¬
cularly good as a basis for water management ; such a system also
permits more effective pollution control than other schemes. Thus
the national water management structure should consist of a limi¬
ted number of river basins each large enough to justify the em-
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ployment of the necessary skilled personnel. River-basin systems
have been adopted successfully in a number of countries already.
Others, either for geographic, historical or administrative reasons,

may find it difficult to make such a radical change and may choose
to develop a more flexible system which keeps the existing admi¬
nistrative framework but adapts it to an overall river-basin concept.

To coordinate the regional basin-management authorities and to
harmonize their policies, there should be a specialised body res

ponsible for water policy at national level. Furthermore, in order to

balance water policies against other national priorities and to re¬
solve potential conflicts, this body should be in close liaison with the
other Ministries concerned. This body would also play an effective
role in the harmonization of water management policies at interna¬
tional level. As is already the case in some Member countries, it
could come under the general responsibility of the Minister in
charge of environmental matters.

*

purification system in Denmark.

An appropriate combination of regulatory
and economic instruments (for example

standards and charges) should be applied so
as to provide a continuing incentive for water

users to control both pollution and wastage
of water resources. Charges for water
withdrawal and waste water-discharge

should thus be set high enough to have a
significant incentive effect, and their

proceeds should be allocated to water

resource development and pollution control.

Conflict is inherent in the competition for various kinds of water
use, and also in the need to balance maximum exploitation against
conservation. No single approach is likely to solve the complex

management problems satisfactorily, especially in densely popu¬
lated and heavily industrialised river basins. A judicious choice of

complementary instruments, both regulatory and economic, can

lead to more efficient management at a minimum cost to society.

Regulatory and economic instruments should be adapted so as
to provide a continuing incentive to more rational use reducing
both consumption and pollution. They also serve as a stimulus to

progress in water technology and research. In principle flat rate or

"lump sum" arrangements should be avoided, for such schemes

are an inducement to uncontrolled withdrawal and pollution. Aside

from their incentive effect, such charges can provide the authorities
with substantial finance with which to support pollution control and
water resource development.

Pollution control measures should be applied

as close to the source as possible.
Particularly strict regulatory economic and
technical controls should be enforced for

certain categories of hazardous pollutants,
on the basis of their ecologically significant

characteristics (especially toxicity,
persistence and bio-accumulation) with a
view to preventing the dispersion of such

pollutants into the environment.

Prevention of pollution at the source is by far the most effective,
safest and least expensive means of control. A variety of strategies

can be adopted: banning undesirable processes, activities and
products; replacing them with less polluting substitutes; greater
use of recycling ; early segregation and specific treatment of indus¬
trial effluents. Early prevention and control considerably diminish
the risk of accidental spills; the later the stage of control, the less
effective it is likely to be due to wider dispersion of the contami¬
nants. Strict measures should be applied to the very dangerous
pollutants heavy metals such as cadmium and mercury, or-
gano-chlorines and radioactive substances, for example.

The authorities should ensure that the water

pollution control measures they implement
do not lead to uncontrolled pollution
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transfers to other water resources or to soil

and air systems.

Experience shows that the polluter will usually attempt to dis¬
charge waste wherever the operation is least costly and the
controls least stringent. He may, for example, discharge effluents
directly into ground waters or incinerate wastes thus generating air
pollution. Consequently economic and regulatory controls, both for
the different types of water resources and for other media (air and
soil) should be coordinated and balanced in such a way as to
combat uncontrolled discharge and undesirable transfers of pollu¬
tion.

Assessment of water and effluent quality
should not be limited to a few classical

measurements such as BOD, COD and

suspended solids, but should also include
the relevant physical, chemical, biological

and toxicity parameters. Effluent components
should be expressed not only in terms of

concentration but also in terms of total

amount of pollutants discharged. Monitoring
is an essential tool of pollution control and

should be developed adequately.

The parameters so far used have not been specific enough to

monitor the increasing quantity and greater variety of pollution:

toxic and persistent pollutants, radioactive substances, or thermal,

microbiological and viral pollution.

Furthermore, industrial effluents in most countries have tradition¬

ally been monitored only in terms of concentrations (grams of

pollutant per litre or per cubic metre of effluent). Such a check is of
course useful locally in forestalling a shock effect on fish and other

water life. But polluters can circumvent this control simply by dilu¬
ting their effluents without removing the pollutant. If they do so,

there is an accumulation of pollutants as one moves downstream.

What really counts therefore is the overall amount of pollution

discharged each day by each industry, and this must be monitored
too.

All the financial, managerial and technical
measures required to ensure that waste

water treatment plants are always operated
in an efficient manner should be urgently

adopted.

Water treatment plants frequently operate much below design
standards because of inadequate operating funds, mismanage¬
ment, poorly trained personnel, etc. These plants, which are a
fundamental tool of pollution control, require large capital invest¬
ments. Thus inefficient operation means not only unsatisfactory
pollution abatement but also the waste of this investment. Certain

urgent, but basically simple steps should be taken to rectify the
situation : development of a corps of certified operators and
inspectors; creation of a regular and adequate financing mecha¬
nism, prevention of overloading of water treatment plants and the
disruption of operations by toxic industrial effluents.

The authorities should facilitate public
information and participation so as to

promote more informed decision-making and
enlist public support for proposed activities.

Water management like large-scale development projects (air¬
ports, motorways, nuclear power stations, etc.) requires a closer
relationship based on mutual trust between the authorities and the
public that is to say the users.

THE FIGHT TO

REDUCE WASTE

The mounting volume of household waste is

a source of concern to local, regional
and national authorities, not only because it is

a form of pollution in itself but also because
it is expensive to collect and dispose of.

One of the largest sources of such wastes
- up to 12 per cent - is containers of beer, soft

drinks, wine and other beverages. OECD's
Environment Committee has been focussing
its attention on the major sources of waste,

and the Organisation's Council has now
recommended that Member governments take

action to diminish pollution by beverage
containers (1). The main emphasis in this

recommendation is on reducing use of throw-
away containers and promoting the use

of refillable bottles.

THE RECOMMENDATION

On the proposal of the OECD Environment Committee,
OECD's Council recommends:

m that Member countries, through international cooperation as
appropriate, where practicable, define and implement policies
designed to ensure that the costs of the adverse environmental
impacts of the manufacture and use ofbeverage containers are
effectively and equitably borne by the producers and users of
such containers;

that Member countries adopt appropriate measures with a
view to maintaining, or where necessary introducing, a system
of distribution by refillable containers covering as much as
possible of the beverage trade when it is expected that, in
doing so, the social costs of the beverage distribution systems
are minimised;

that, when measures to promote the use ofrefillable beverage
containers are considered, they be accompanied byan effort to
standardize such containers, possibly undertaken on the basis
of collaboration between the countries concerned in order to

prevent trade barriers;
that, regardless of the measures taken to promote the re-use

of beverage containers, Member countries encourage the re¬
cycling of the ultimately disposed-of containers, and take any
other necessary step to reduce as much as possible any ad¬
verse effect they may have on the environment.

(1) The Recommendation is based on the findings of a two-year study by
a group of experts which will be published in late spring under the title

k "Beverage Containers: Re-Use and Recycling".
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Recommendation on Re-Use

and Recycling
of Beverage Containers

How to Implement the Recommendation

>

Some

Possible Measures

A Ban on Non-refillable Contain¬

ers

The simplest option for governments
wishing to encourage the use of refillable
containers would be to ban all non-refilla¬

ble containers. There are however two

flaws to this solution. First, it would not

guarantee that the containers were in fact

returned; second, the simplicity of the
measure an obvious advantage from an

administrative point of view might entail
high costs of industrial dislocation if a large
part of the beverage industry were already
using throw-away containers.

Mandatory Deposits

All containers would carry a refundable
deposit. This measure would discourage
the use of non-refillable containers be¬

cause it would offset the convenience of

the throw-away containers by making them
more expensive for the consumer. It is less

simple to administer than a ban, but its

main advantage is that it is the litter-bugs
who would forfeit the deposit and thus pay
for their own pollution. This measure would
also create less dislocation than a ban be¬

cause the adjustment would be more
gradual.

m The "Oregon Bottle Bill" Ap¬
proach

The 1972 Bottle Bill of the State of

Oregon in the United States, primarily de¬
signed to prevent litter, combines the ad¬
vantages of ban and mandatory deposit
and minimises their drawbacks. All bever¬

age containers carry a deposit and metal
cans with detachable parts (i.e. the ring

tabs which open many canned drinks and

are both dangerous and difficult to collect)
are prohibited so as to reduce litter. During
the first year of the law's operation, the
volume of beverage-container litter fell
from 43 to 1 9 per cent of the total, despite a
trend for littering to increase. Significant
decreases were also noted in household

solid wastes. The success of this measure

in the state of Oregon is mainly attributable
to the fact that there is a two-tier deposit,
one at the consumer and one at the retail

level. Thus there is a double incentive to

return the bottle to the bottler.

A Production Tax

To provide an incentive to producers to
reduce solid waste, some experts have

proposed that charges be levied at the time
of manufacture to cover the cost of dis¬

posal. The amount could vary with the de¬

gree of difficulty of this disposal, and pro¬

ducts made from recycled materials be

exempted from the charge. The concept is

an appealing one because the external
costs of disposal are "internalised" in the

cost of production and change is effected

through normal market mechanisms rather

than regulatory methods.

Such charges could extend to all pro¬
ducts, but so far studies have focussed on

packaging, and experience is mostly con¬
centrated on beverage containers, the aim

being to promote use of refillable bottles.
Each new container bears the same tax,

but for refillable bottles, the sum is spread
over the number of times the bottle is used ;

thus they are less expensive. Besides
making the producer pay for disposal, this
policy has the advantage of legislative
flexibility: the tax level can always be ad¬
justed.

Standardization

Standardization of containers would

probably increase actual returns as well as
the number of times a refillable bottle is

used. Such a policy has been adopted with
considerable success in several OECD

countries. In Norway, for example, making

beer and soft drink containers of a compul¬

sory size has yielded a 99 per cent return

rate, with the same bottle be;ng refilled 35

times on average. The Norwegian Gov¬
ernment believes that these advantages

outweigh the system's inflexibility and its
main drawbacks that it is difficult to make

improvements or cost-saving innovations
in bottling without replacing the entire stock
of standard containers and that with such a

system the shape of the bottle cannot be

used as a marketing device to differentiate
products.

A Litter Tax

A tax imposed on producers whose pro¬
ducts are most likely to be littered. Reduc¬
tion in litter has been achieved where such

a system has been applied, and funds have

been provided for clean-up campaigns, but
the tax had no marked effect on the use of

different container systems nor, of course,
on the volume of urban waste.

Recycling

The recommendation of OECD's Coun¬

cil also calls for the recycling of materials
used in disposable beverage containers as

a supplement to the promotion of refillable
containers. While such a policy would not

require government intervention or cause
industrial dislocation, it does not tackle all

the environmental problems related to be¬

verage containers. It would entail a reduc¬
tion of solid waste but little reduction in

litter, given the ingrained habit of waste¬
fulness in the developed countries. More

generally this habit could constitute an ob¬

stacle to any programme to promote refill-
able beverage containers unless combat-

ted by education.

Encouragement of Technical
Progress

R&D can lead to the discovery of new

materials and containers systems which

may be more compatible with care for the
environment. It must therefore be encour¬

aged even if results can only be obtained
over the long term. .
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