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THE SEVENTIES:
	A Review	

THE EIGHTIES:
	A Preview	

by Emile van Lennep, OECD Secretary-General

The 1970s saw the consequences both favourable and un¬

favourable of the success that our open, democratic, market-
oriented economic and political system achieved during the
1950s and 1960s.

On the favourable side, we saw the increasing attraction
which our economic and political models had for many other

countries throughout the world. At the political level, we entered
the decade with democratic governments in all OECD countries,

and there were encouraging developments in the same direction

elsewhere. At the economic level, the pursuit ofoutward-looking

growth policies resulted in the emergence in Southeast Asia of a

new zone of rapid economic growth with considerable momentum of its own. Outward-looking
policies spread gradually in Latin America as well: Brazil, Mexico and Venezuela began to

emerge as important economic powers.

On the unfavourable side, it is quite clear now that, in responding to rising economic and
social aspirations, OECD countries allowed their economies to become overloaded, over-

regulated and insufficiently profitable. As a result, inflationary expectations and behaviour
became more and more firmly entrenched. Major industrialised democracies were afflicted to
differing degrees by these ills, and their responses to them differed even more. Instability in for¬
eign exchange markets, and in the international monetary system more generally, reflected these
divergencies and, to some extent, contributed to them.

As economic performance deteriorated, the pessimists gained audience. Concern grew about
the physical limits to growth, about our inability to withstand competition from the newly in¬
dustrialising countries and absorb new technologies such as micro-processors, and about chang¬
ing values among the young. A nd doubt about the ability of democratic governments and the
market mechanism to deal with these problems increased.

The Developing Countries

Will the economic momentum which has emerged in parts of

the developing world continue and spread? This will depend, in

part, on what happens in the industrialised countries. But the
1970s showed that the developing world is more resilient to

slower growth in the industrialised world than we had thought.
The major determinant lies in the economic and political evolu¬
tion of the developing countries themselves. As a result of the

experience of the 1970s there is now a better understanding of
the types of economic policy most likely to stimulate accelerated

economic development. But the 1970s also showed the crucial importance ofsocial and political

conditions. To get an underdeveloped economy moving in the right direction, a modicum ofpoliti-



cal stability and order is essential. But once an economy gains

momentum, the political structure must be sufficiently flexible to res¬

pond to rising aspirations for economic and social well-being and for

human rights. Too rigid a structure can lead to political breakdown. A

disorderly structure can lead to economic breakdown.

There is room for cautious optimism on this score. There have been

spectacular failures, but failures are always more newsworthy than

successes. There are grounds for believing that the progress of the
1970s sometimes erratic can continue into the 1980s.

In the 1960s trade in manufactures rose much faster inside the

group of industrialised countries than between that group and the

developing countries. But in the 1970s it was trade with the developing

countries which grew the faster. Obviously, competition from these

countries hurts particular industries and particular regions of OECD

countries. But for manufacturing as a whole, our exports to the newly

industrialising countries have risen much faster than our imports from

them. And if we give in to pressures for protection for our weaker

sectors, we shall in the end be harming our economies as a whole.
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The Industrialised Countries

The central question is whether the industrialised countries are

going to learn from the mistakes of the 1970s in monetary and fiscal
policy, energy policy and in public expenditure and regulatory policy.
This is as much a political as an economic question. What is at stake
is whether, as in the past, democratic processes permit the learning
function which leads to the necessary changes in priorities and
policies.

Inflation

It is now widely accepted that for the OECD area as a whole the

persistence of inflation is the main reason why immediate prospects

for more satisfactory growth seem poor. But this is where the

differences between countries are the most striking. Against the

dangerously high rates of inflation in such countries as Italy, the Un¬
ited Kingdom and the United States, we have the fact that, before the

new rise in oil prices, the rate of inflation in Germany had dropped
below the average level of the 1960s. It would be quite premature to
conclude that this divergency reflects differences in structural and

behavioural relationships which defy changes in macro-economic

policies. The major uncertainty may rather concern the length of time

that such changes require before they permit policy, once again, to
aim at a satisfactory and sustainable growth rate.

Public Expenditure

During the 1960s we were able to combine rapid increases in real

incomes with an increasing share in GNP of both public expenditure

and investment. In the 1970s we overdid it, and both profits and

productive investment suffered.

From the mid-1960s to the mid-1970s public expenditure as a

proportion of GNP in the OECD area rose from 28 per cent to 41 per
cent. Only part of this increase involved greater use of real resources

in the public sector. The remainder, reflecting a very rapid increase in

transfer payments, was bound to create tensions in the economy and

generate income claims from those who had to pay for them.

The rise in public expenditure has made possible a vast improve¬

ment in the coverage and quality of our educational, health and social

security systems; massive investments in transport, communication
and urban infrastructure and some reversal in the deterioration of our

physical environment. The problem concerns the speed of advance.
Studies by the OECD show that it is not so much the size of the

share of public expenditure in GNP as the rate of increase in this share

which is likely to generate inflation. And the smaller the productivity
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Inflation. In the late 1960s consumer prices were increasing by aroun
1980 (see page 29) they are projected to rise by more than 10per cenè
As a result, greater constraints on growth; a weaker trend in businel

gains out of which conflicting public and private claims on resources

have to be met, the more this is so. In the 1970s the share of public ex¬
penditure in the OECD area as a whole continued to rise by the

equivalent of two-thirds of a percentage point of GNP a year despite

the fact that the rise in GNP per person slowed down from 4 to

2'/2 per cent a year.

Moreover, under conditions of higher inflation and slower growth,

some of the basic dilemmas inherent in certain aspects of public action

to promote social goals have become more evident.

Increased job security for those with jobs can reduce the
employment prospects of those without.
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tial developments of the 1970s,
1 experts.

'. A twenty-fold increase in oil prices, from a
hmark (Saudi Arabian light crude) of $130 a
rel in 1970 to a weighted average official price

of $26J2 at the end of the decade (and to
$27 by January 1980). Increasing

uncertainty about supplies.
A tanker arrives in Amsterdam.
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Balance ofpayments. A swing in OECD's current accountfrom a surplus ofsome $4 billion a year
to a projected deficit of some $60-$70 billion for 1980. Increasing deficits for non-oil developing
countries. A surge in international capital flows, mainly through the market.

1 4 per cent a year. In the updated outlookfor
Inflationary expectations proved intractable.

s investment.

Adequate unemployment benefits for those who genuinely want to
work may provide a soft option for those who do not.

Raising the wages of low-paid workers or women may adversely
affect their employment prospects.

Action to protect jobs in declining activities involves costs which
can inhibit the creation of jobs elsewhere.

Shorter working hours will not lead to more work for others if they
increase costs, add to inflation, and oblige governments to follow even
more cautious demand-management policies.

These problems are better understood now than they were ten years
ago. The need is not to seek to reverse the tide of social progress but

rather to achieve desirable social objectives more effectively while

minimising their adverse effects on the efficiency and flexibility of the

economy. Solutions may require better administration rather than

more money: programmes aimed more directly at helping dis¬

advantaged groups: elimination of overlapping programmes; more use

of the price mechanism; and, in particular, closer links between the

users and providers of public services.

As the 1980s unfold, the real issue may turn out to be not the level

of public expenditure as such but how to develop new ways of

providing social services which involve more responsibility on the part

of individuals, the family, the enterprise, the trade unions and indeed
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'Growing attention to medium- and long-term social and economic prospects.

Three-Mile Island.
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the whole range of social institutions. This is not a question of a
retreat from public responsibility but a recognition that many of the
new social demands and aspirations cannot be met by action by the
State alone. In the field of education, for example, there is now

widespread recognition that the authorities, the employers and the
trade unions must co-operate to solve the problem of the transition
from school to work. In health, there is a strong swing towards

prevention rather than cure, which implies more responsibility for in¬
dividuals, families, schools and enterprises. Perhaps we need to think
more in terms of a Welfare Society rather than the present concept of
the Welfare State.

Energy

In economic terms, the energy problem is part and parcel of the

wider problem of inflation and over-loading. There is a relatively

straightforward economic solution to the energy problem. But it is

hard to implement and politically unpopular because it can aggravate
inflation and draws on the resources we would like to use for other

purposes.

As the price of oil is forced up in world markets, there is a real in¬

come loss for oil-importing countries. And within those countries

there are income transfers from energy consumers to producers which
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Natural decline in population in certain European

countries Austria, Germany, Luxembourg and

Switzerland (fewer births than deaths).

A fall in the demand for education.

The spread of the comprehensive school.

A Europe-wide free-trade zone for industrial goods.
Common Market plus the EFTA .

Mass low-cost tourism. Queue for first
go-as-youicome flight *****

Micro-miniaturisation and the development of computer
power, perhaps the fastest-moving technology ever seen.
Possible impacts on employment. The"chip"gets smaller.

can have inflationary consequences. More resources have to be
devoted to investment in energy production and conservation. And to
meet these increased demands, fewer resources are available because

the rise in energy prices adversely affects the productivity of both
capital and labour. These costs may have amounted to about one-half

of a percentage point a year over the last six years for the OECD area
as a whole, a rough calculation that does not take account of the latest
oil price rises. And to this must be added the tensions created by the
income transfers inside our countries. Rising energy costs together

with rising public expenditure have absorbed about a half of the
realised gains in GNP per person, leaving little more than a 1 per cent

gain a year for earned personal incomes, compared with more than

3 per cent in the 1960s.

The energy problem was enormously aggravated by the fact that its

costs came through irregularly in the two great bursts of 1974 and

1979. In 1974 they could not be absorbed. Profits were squeezed, and

the resultant weakness in productive investment prolonged the reces¬

sion and adversely affected potential growth. At the same time,

however, slow growth checked our demand for OPEC oil, and the real

price of oil actually fell in many countries, particularly in those whose

currencies appreciated against the dollar. Thus, in 1976-78 the market

gave wrong signals to energy consumers and producers, and
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governments relaxed their efforts to implement more effective energy

policies. When we began to get stronger and better balanced growth in
1978, it only took the events in Iran to set off a new massive rise in oil

prices.

There are important lessons here. The solution to the energy
problem rests essentially on allowing the price mechanism to play its
traditional role in shifting demand and supply away from oil. But the
nature of the energy and oil market is such that market forces cannot
simply be left to themselves. How can this apparent paradox be
expained?

Because of the long lead times and sheer size of the investments re¬

quired, there is a clear need for government measures, as a supplement

to market forces, to promote investment in energy saving and indigen¬

ous production, particularly in coal and nuclear power. There is also

need for domestic and international management of the market

mechanism. Like other raw materials the price of oil is very sensitive

to quite small discrepancies between supply and demand. And,
because of the potential for political instability in the Middle East, it is

worth paying an " insurance premium" to reduce our dependence on

imported oil. It is therefore important for the market to be managed in

such a way that, whatever is happening to the short-term supply and
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demand situation, consumers and producers of energy see clearly that

over time the real price of oil is going to rise steadily, up to the cost of
alternatives. Pricing and tax policies for energy products need to be

thoroughly reviewed from this point of view.

Events in 1979 underlined only too clearly the need for co-operative
action at international level, particularly to deal with supply in¬

terruptions. Despite the efforts made in the OECD's International
Energy Agency and the agreements reached in the framework of the
European Community and the Tokyo Summit, it is a sobering thought
that we were not able to prevent a relatively small short-fall in supply

from leading, between the end of 1978 and the following autumn, to a

60 per cent rise in crude oil prices. Since then, further big increases
have taken place, and oil prices may continue to rise further despite
the fact that world economic activity is beginning to slow down.

There has hardly ever been a situation where the need for collective
action has been so obvious. Each country's action to restrict its im¬

ports of oil reduces the likelihood that it and all other oil-importing
countries will face a further rise in oil prices and a further worsening
of the economic outlook. But, while the case for effective co-operation

is clear, it is proving far from easy to achieve. Reducing energy con¬
sumption involves significant immediate economic and political costs
for any country. There is therefore a strong temptation to blame other
countries for failure to take action and to claim special circumstances

for oneself. This, indeed, is just what has been happening over the last
few months. It is going to take a great effort of political will, both
nationally and internationally, to ensure that demand for OPEC oil

does not exceed available supplies even over the coming year, when
demand may be weak, and particularly when demand begins to
strengthen again.

Cooperation on Macro-economic Policies

Some ten years ago there were those who thought that the move to
more flexible exchange rates in the 1970s would make it easier for

each country to " do its own thing" with regard to growth and infla¬
tion and reduce the need for international co-operation on macro-
economic and other economic policies. We have learned that this was

wrong. The decade saw a growing divergence in economic
performance between major OECD countries. This was not handled

painlessly by smooth adjustment in exchange rates, but was rather
punctuated and aggravated by erratic and excessive movements,

harmful to weak and strong currency countries alike.

Important efforts have therefore been made over the last three

years, both in the OECD and elsewhere, to develop and implement a
programme of internationally concerted action to achieve better

balanced and less inflationary growth and, hence, greater exchange
rate stability. Some encouraging progress had been made by the
beginning of 1979. But there can be no denying that the new oil crisis

is a major setback calling for new resolute action by OECD
governments to improve the environment in which their economies

have to function, and for greater cooperation on macro-economic
policies.

OECD

IN THE SEVENTIES
A Personal View

by Gérard Eldin

OECD Deputy Secretary General

The division of history into decades is of course an arbitrary

one. Nevertheless, there is a striking contrast between the quiet

expansion of the Sixties and the treacherous course that had to
be navigated during the Seventies. Although accustomed both by

training and instinct to look to the future rather than the past, to make
forecasts rather than take stock, I think it is not without interest to

run over the main events which have marked the history of OECD

over the last ten years.

At the very beginning of the Seventies, when it became clear that
the growth targets set for the preceding decade would be achieved, or

even exceeded, a debate got under way over the potential for and con¬

ditions of future growth. Questions were asked within OECD, as in

the Club of Rome, about the advantages of and limits to growth and

its qualitative content. A first but significant sign of this concern was

the creation of a Committee on Consumer Policy at the end of 1969.

More important was the setting up of an Environment Committee in

1970 which in the intervening years has been a source of new in¬
itiatives at the interface between economics and the environment.

Concern for the quality of life was also reflected in July 1970 in an

ambitious programme of" social indicators" and in the systematic ex

amination of public spending trends in some key sectors such as
health and education. This was also the time when the relationships
between science, growth and society (the Brooks report) were ex¬
amined, leading to a new concept of science policy. The Secretary
General also set out a plan, in a report published under his own

responsibility, to control inflation which was accelerating and begin¬
ning to be worrisome.

The years 1971-72 were dominated by the monetary crisis : the

breakdown of the Bretton Woods system in 1971 and the fear of

protectionist reactions to balance-of-payments problems also were
reflected in the specialised bodies of OECD. Faced with these

dangers, the Secretary General proposed the creation of a high-level

group to analyse trade and related problems in a long-term

perspective. This was the starting point for work on safeguard clauses,
international investment and the organisation of raw material

markets. Following discussion of this study (called theRey report) an

Executive Committee in Special Session was created in 1972 ; its per¬

iodic meetings are attended by senior officials responsible for various

aspects of external economic relations. Their analysis and discussions

give impetus to broad-based or "horizontal" responses to problems



involving economic relationships not only between Member countries
but also between these countries, the developing world and the Eastern
nations.

It was also in 1972 that, taking cognizance of the new dimensions

of the energy problem, the Secretary General instituted a long-term
energy assessment. Its findings were published at the beginning of
1974 an opportune moment.

Certainly the most striking event of the decade for the OECD was

the first energy crisis which began with the embargo imposed by
certain producing countries at the time of the Yom Kippur War in
September 1973 and culminated at the end of the year in a quadru¬

pling of oil prices.

Early in 1974, the Secretariat made an authoritative assessment of
the economic impact of the rise in oil prices, and in the months that
followed, a joint response on the part of Member countries was
worked out. The main features were :

formulation of a concerted response to the threat of inflation

a Trade Pledge, intended to avoid the escalation of protectionist
measures

the signature of an agreement setting up a Financial Support Fund

to facilitate the recycling of petro-dollars (which although ratified by

the majority of Member countries, could not be brought into opera¬

tion)

lastly, the creation within OECD of the International Energy

Agency to reduce the dependence of the participating countries on oil

imports, to encourage development of alternative energy sources and

Gérard Eldin

to share in an equitable way available resources in the event of an

emergency.

A year later, when stagflation had clearly imprinted itself on the

economic situation, an international group of independent experts was

appointed, under the chairmanship of Professor Paul McCracken, to

analyse what had gone wrong with the world economy and to assess

the likelihood of restoring non-inflationary growth.

Since 1975 the implementation of more stringent energy policies
and a strategy of concerted non-inflationary economic growth have
dominated the work of the OECD, with some success, I should add,

up to the end of 1978 : inflation was considerably reduced and

balance of payments disequilibria at first financed successfully and

later to a great extent corrected. Thus the difficulties engendered by

the first energy crisis were on the whole successfully overcome.

Moreover, the machinery set up to preserve an open economy,
based essentially on market mechanisms, has been consolidated both

by international coordination at sectoral level (shipbuilding, steel, etc.)

and by many informal agreements renewal of the Trade Pledge,
agreements on export credits, on international investment and mul¬

tinational enterprises (a 1976 Declaration, confirmed in 1979) and

guidelines for policies of positive adjustment to structural change
adopted in 1978.

Finally, in 1979, after three years of work on the part of a small in¬

ternational team of researchers led by Professor Jacques Lesourne,

the Interfutures Report provided new insights into the long-term out¬

look for the world economy.

With hindsight one must admit that economic performance has not

been up to the expectations or even to the forecasts of ten years ago.

The oil crisis is partly but not solely responsible. Structural changes
have taken place : the inflationary bias of our economies has grown

worse : the employment problem has taken on new dimensions. Yet

the major catastrophe predicted in certain quarters has been avoided ;

economic and financial mechanisms have adapted with resilience to

the new conditions, and the advantages of an open world economy

have been preserved or even extended. Nor has strengthened coopera¬
tion between Member countries been at the expense of other nations.

Quite the contrary. During the Seventies détente intensified relations

with the socialist countries ; the North/South dialogue took on new
dimensions in meetings of UNCTAD, the Paris Conference on Inter¬

national Economic Co-operation, the Committee of the Whole of the

United Nations and many others. This dialogue has sometimes been

disappointing, even frustrating, but it would be unfair to say that it has

been sterile. Those who. like myself, have been associated with the

efforts made in the Executive Committee in Special Session, in the

Development Assistance and other OECD committees to promote
new and constructive initiatives can bear witness to this.

Whatever progress has been made (on debt and raw materials for

example), whatever backsliding avoided (on development assistance

for example), whatever has begun to emerge in the way of a realistic

and constructive concept of North/South relations owes much, it

seems to me to cooperation within the OECD. In this connection, the

recent creation of a North/South Group to serve as a forum for dis¬

cussing the major issues under negotiation is promising.

Thus, on the threshold of a highly uncertain decade, at a time when

I am about to leave the Organisation, I believe that there is no cause

for great pessimism. International cooperation is a continuous task

which calls for much patience and hard work. Cooperation between

OECD countries has taken sophisticated forms and has steadily inten¬
sified over the decade. In a world characterised by growing economic

interdependence, this is a natural tendency provided it is understood

that cooperation is not a zero-sum game but one in which the benefits

more than compensate for the sacrifices made. That is why I am confi¬

dent that events will impose on us the need to strengthen that coopera¬
tion.

10
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How does the balance sheet for agriculture and agricultural

policies look as we move into the 1980s? What are the

prospects? Any assessment must distinguish between short-
term factors and the more basic determinants of agricultural change

and its relationship to the rest of the economy and the society. But it is
difficult to determine whether forces which influence medium- and

long-term trends are, as they appear on the surface, cyclical or

whether they portend more profound changes in the organisation of

economic activity and of society itself. One may ask for example

whether the fall in employment in the last few years, with its impact on

the rapidity of agricultural change, is the consequence of the rise in

energy prices alone or whether it foreshadows a deeper change in

economic and social life. An answer even if only partial or provisio¬

nal is necessary if we are to face the problems of tomorrow.

The Experience of the Seventies

To make any assessment of past experience, some objective criteria

are necessary, but the choice of standards is made difficult by the
often contradictory nature of society's values, at least in the short
term : the simultaneous pursuit of greater equity and greater
efficiency, although compatible and even essential in the long term,
raises delicate problems of balance in the shorter term. In the case of
agriculture, it might be thought that the criteria should be the targets
set by the public authorities, though here again it is not always evident
that they are consistent : governments are trying, for example, to bring
about more competition between economic agents and at the same

time give them greater protection against uncertainty.

Nevertheless, the following governmental objectives are most

clearly defined and widely adopted :

to support farmers' incomes in order to reduce disparities between
farming and other sectors

to improve production structures hence ensuring better use of
available resources, both human and material

to provide the population with abundant and regular food supplies
to reduce the technical and economic vulnerability of farming

to have agriculture contribute to a better international division of
labour

to make agriculture more sensitive to priority economic needs.

These targets are not pursued in isolation ; they form a whole, but
in each country attention has focused on certain ones.

In most countries the incomes offarmers who supply the bulk of

the products marketed have risen as much as incomes and earnings in
other economic sectors, or even more. But in several countries, the

many farmers who account for only a tiny share of supply have seen
their agricultural incomes deteriorate compared with the first group or
with workers outside agriculture. However, many of these farmers

supplement their agricultural revenues with non-agricultural income.
Thus in all Member countries most farmers have improved their lot

appreciably. Part-time farming is becoming more widespread and can
be seen as an interesting form of economic and social adjustment.

Agricultural structures have changed rapidly as a result of invest¬
ment, both material and human, and reduction in the number of farms

and in the agricultural labour force ; the decrease was rapid until 1973
but has slowed down somewhat lately owing to the economic slack.

The huge investments in agriculture have caused heavy indebtedness
in the sector, and it is by no means certain that agriculture is a major

source of savings for non-agricultural activities. Along with the
strengthening and modernisation of " traditional" farms, production
of such commodities as poultry, eggs and pork (Chart A) has become

industrialised and the image that many people have had of agriculture

no longer reflects the reality.

Supplies offood and other agricultural products have been more
than satisfactory : production of basic foods such as cereals and live-

11



A. DISTRIBUTION OF PIG NUMBERS BY SIZE OF HERD, EEC 1973, 1977

Source : Eurostat

stock has constantly been somewhat greater than demand (Chart B).

This has given rise to surpluses which are often difficult to absorb (e.g.

certain dairy products) (Chart C) or made it necessary to introduce

stock policies (e.g. for grain). In most cases, import restrictions have

been maintained or even strengthened. In the few cases where there

has been concern about the adequacy of supplies or where there have

been tensions on the market, the cause has not been inadequate output

in OECD countries but surges of demand from third countries on in¬

ternational markets. Yet this satisfactory and regular flow of supplies

has not prevented retail food prices from increasing in line with the

general price level and in some cases even more rapidly.

Agriculture is tending to become less vulnerable both technically

and economically. The technical level attained by agriculture does of

course call for capable financial and technical management but ex¬

cept in extreme cases it can also reduce the risks inherent in any

activity based on the workings of biology. From the economic point of

view, government intervention and intensified organisation of farmers

has helped to reduce the risks. Greater integration, both horizontal

and vertical, certainly reduces the independence of each farmer but it

also reduces the economic risk for the agricultural sector as a whole.

Trade in agricultural products has increased more rapidly than

agricultural output throughout the world, which indicates the growing

interdependence of countries' agricultural and food economies. In the

developing world and in the Eastern European countries, faster

growth rates have been recorded for imports than for exports, whereas

the opposite has been true for most OECD countries (see Chart D).

But, at the same time, national self-sufficiency has tended to increase

for a certain number of important and sensitive products such as

animal products, creating acute problems for countries whose

agricultural activity is mainly export-oriented. This increasing isola¬

tion of many domestic markets has increased fluctuations on and sen¬

sitivity of international markets (see page 19) and strengthened the
need for harmonisation between countries.

Agriculture is no longer separate from the rest of the economy or

society. Among the links are : dependence of agricultural technology

on the technical level in the rest of the economy ; consumer demand

for agricultural products ; dependence of the agricultural labour

market on overall employment conditions ; the close relationship bet¬

ween agricultural and food prices and overall prices and costs. Inter¬

dependence is becoming increasingly evident and has made agriculture

more sensitive to the most urgent needs of the country as a whole.

A measure of the community's interest in agriculture and an in¬
dication of the economic difficulties facing the sector is the cost of
government intervention on its behalf and the sometimes high level of
producer prices. Public spending in agriculture has been rising over
the last few years, and certain governments have on occasion been
obliged to take drastic measures to limit their financial obligations to
farmers : the use of public funds is becoming more selective.

This assessment is on the whole a positive one : a number of the ob¬

jectives set by governments have been attained. But, as with any such
exercise, there are grey areas and problem zones. The deterioration of

social conditions within agriculture, the lack of adjustment of produc¬
tion structures, the continuing rise of retail food prices, the lack of
transparency in certain markets and the maintenance of trade barriers

reveal the dark side of recent experience.

Does this mean that government policies have failed? Or has the

overall economic situation of the late 1970s kept expected improve¬
ment from taking place? Or are the policies unsuitable because the

problems have been incorrectly diagnosed? There seems to be an ele¬

ment of truth in all of these explanations. In addition, some of the

familiar arguments in the agricultural debate do not fully reflect the
reality : "Income support is necessary if farmers' incomes are to in¬

crease." "Protection of agriculture is essential to a country's well-
being." "Rising food prices are above all due to agricultural protec¬
tionism."

First, it is obvious that farm price support cannot under any
circumstances guarantee an adequate income for disadvantaged
farmers : their main problem is limited output, and even a 10 or 20 per
cent rise in prices would make them only marginally better off. In any
case one cannot possibly imagine economic and technical conditions

which would enable all farmers to produce enough to meet their in¬

come aspirations without substantial over-production in the sector.
The surplus moreover would be created not by the small farmers but

by large producers, and it is they who would benefit most from high
profits. Certain countries have disentangled price policies which

should be geared to ensuring regular supplies in the short and long
term from incomes policies designed to meet the real needs of poor
farmers.

Since free imports are regarded as dangerous by many farmers,
competition between the farming industries of different countries

focuses mainly on the conquest of new markets in third countries.
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B. PRODUCTION AND CONSUMPTION
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D. FOOD PRODUCTION AND TRADE (1)
1969-1971 = 100

180

170

160

150

140

130

120

110

100

90

80

70

60

50

40

30

20

10

0

180

170

160

150

140

130

120

110

100

90

80

70

60

' 50

40

30

20

10

0

s r i

World

i

\ Production
1 1 1

' rade (Exports and Imports)

L^

>i	1	1	1	1

North America
s- E ]

/
*

/

%
^"V I

\ -v*

s /

/

A
-^_

--

-* i i i i i

Western Europe

E

I

>""*" --, --
^*

jS,

.--; /^

fV^

Oceania

/

/ E I
t \ /'' \/\

^T^.

">v >^a^/

'**«.
f

Developing Countries

I

/

/

E-j
,

'' ^
/

^
-y**

---.
&=*

USSR I I I
"and E. Europe"

67 68 69 70 71 72 73 74 75 76 77 78 iffl^7 68 69 70 7 1 72 73 74 75 76 77 78 iffifc>7 68 69 70 7 1 72 73 74 75 76 77 78

Sowce : FAO Production and Trade Yearbook

Protectionism is based on the belief that "cheap" imports imperil the

equilibrium of domestic markets. But the "cheap" imports are in fact
the result of national protectionist policies ; since the main markets are

closed to foreign competition, the quantities moving in international
trade are residuals rather than the result of free play of supply and de¬

mand : that is why prices fluctuate so much. For many products, es¬

pecially livestock, the amount offered on international markets is so
small compared to world output (Chart E) and the supply elasticity of
the exporting countries so low that the introduction of less restrictive
but more orderly trade policies should not upset market equilibrium,

especially in the larger countries. In the absence of international
harmonisation, countries resort to a variety of national restrictions

which often have more effect than intended. Trying to protect the in¬

comes of marginal producers through actions against the outside

world may give a country's entire production an undesired advantage.

(1) Excluding fish. Imports E Exports

The size of food price rises in many countries over the last few

years and the impact of such increases on inflation have persuaded
many observers that the agro-food system is inefficient that it does

not react to economic constraints since farmers continue to get higher
prices despite the existence of substantial surpluses and since
processors and distributors also raise prices to abnormally high levels.
Analysis of the facts shows, however, that in many countries the share
of consumer prices received by farmers has remained constant over
the last few years at between a third and a half in most cases and

that this sum goes not only to pay the farmer for his labour and

capital but also must cover rising production costs. Thus value

added by agriculture within the agro-food system is actually tending
to fall.

The rest of the price paid by consumers goes in roughly equal parts
to wages for those processing and distributing agricultural products
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Trade in agricultural products has increased more rapidly than agricultural output throughout the world. Above: American wheat arrives at
the Korean port of Pusan.

and to financial and raw material costs of these two activities. These

wages and other costs are rising at the same pace as in other economic
sectors. Inflation thus acts as both cause and effect : with demand for

food on the whole price-inelastic, there is little reason to think that the

future course of food prices over the long term will differ from the gen¬
eral trend of prices and earnings. The only way to bring down these
prices would be to persuade the consumer to buy products in¬
corporating as few services as possible. But is that what he wants ?

And the Future

It is difficult to make predictions about agriculture and agricultural

policy for the decade now beginning. One can however attempt to
foresee the likely economic and social climate within which agriculture
will be called upon to operate, at least in the OECD Member coun¬
tries.

The economic and social climate

More moderate economic growth than in the 25 years prior to the
current crisis. The implications for agriculture may be several : fewer
job opportunities outside agriculture, which would slow down

structural change within the sector ; financial uncertainty, which
would make farmers very cautious in their investment decisions ;

difficulty for the public authorities in financing desired expenditure,
hence greater selectivity in public spending ; levelling out of consumer

expenditure so that demand for food products would stagnate or
perhaps even shift from food to other items transport, heating or lei¬
sure as a result of energy price rises.

A decline m productivity growth not solely due to the present crisis.
Since technological progress in any given sector is so closely linked
over the long term to that of the economy as a whole, there are

grounds for concern regarding agricultural productivity. In the
absence of far-reaching technological innovation in such areas as

photosynthesis, biological fixation of nitrogen or genetic engineering,
it is open to question whether or not agriculture will be able to provide
regular supplies of agro-food products over the longer term. In the

short and medium term, the potential for improving farm productivity
is sufficient to supply the market at real prices close to those of the
past few years. Thus, although medium-term prospects are
satisfactory, immediate action is needed if foreseeable requirements in
the long term are to be met.

Awareness of the growing interdependence of the various economic

sectors. This interdependence should make the agro-food sector more
attentive to general economic trends but will also make other

economic groups and public opinion as a whole more aware of

agricultural problems. Solidarity between sectors will go hand-in-hand

with diverging interests and even conflict in the short term. If the agro-
food system is to function as smoothly as possible, there is need to

formulate a conceptual framework for an agro-food policy, and
progress in this direction has begun.
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E. PART OF WORLD PRODUCTION

ENTERING INTERNATIONAL TRADE 1977 (1)

Production level, 1977 (in million tons)
Part entering international trade (%)

(1) Excluding intra-EEC trade.

On the international scene, there is growing economic interdepen¬
dence between countries as a result of both the economic growth of the

1950s and 60s and the urgent demands of the developing world. This

means that there is an interface between developed and developing

countries not only within specific sectors such as agriculture, iron and
steel or textiles, but in an increasing number of sectors simultaneously.

For example, stepping up the flow of food to developing countries in¬
evitably entails an increase in exports of manufactured goods from
these countries to the industrialised world. Agricultural adjustment

and industrial adjustment are thus closely linked both within and be¬
tween countries.

A reduction in the distinction between thefree market economy and

the planned economy with government intervention in economic and
social life possibly diminishing in areas where it has been most
strongly entrenched agriculture, education, infrastructure and major

public services but intensifying in areas hitherto outside the realm of
direct government influence : marketing, investment decisions in the
private sector and policies for the physical and social environment.
This dual trend may mean that a price will be imposed on goods and
services that have until now been free of charge and may also call for

more transparency of prices and costs. In the process, agriculture will
lose its privileged status as an object of government concern and
become one among many sectors affected by governmental measures.

Trends in agriculturalpolicy

Given the economic and social environment and the obvious

political constraints, government action in agriculture will have to
move in two directions :

First, towards simplification and clarification

So far agricultural policy has had to play several roles at once :

guaranteeing farmers' incomes and the regularity of supplies,
determining the distribution of population and economic activity

among the various regions of a country, protecting the environment,
etc. Now that specific measures are being taken to deal with these

" non-agricultural" concerns, " agricultural" measures as such should
become simpler and more transparent. For example :

Measures to help low-income groups rather than agricultural

policy should be relied on to guarantee poorer farmers the level of

The only way to bring food prices down is to persuade the consumer to buy
products incorporating as few services as possible. But is that what he
wants? Above: production of deep-frozen food at Beauvais, France.
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The diversity offarms ranging from small family units without paid workers to large Industrial-style farms
subtle and discerning government action.

should be reflected in more

income deemed necessary and desirable, on the same basis as people

in any other sector.

Regional policy would be more suitable than agricultural policy as

a method of channelling public aid into outlying or poor regions.

An environmental protection policy which makes every polluting

activity and every activity benefitting from environmental protec¬

tion responsible for the costs entailed would put agriculture on the

same footing as other activities.

Agriculture would benefit from this kind of simplification : at pre¬

sent farming serves as a channel for public aid which has nothing to

do with its status as an economic activity. This gives the impression
that agriculture is in essence a subsidised sector. It is in the long-term

interest of agriculture to avoid such an impression by improving the

transparency of government action.

But simplification of aims does not necessarily mean simplification
of specific measures which should become more selective, better or-

F. CONSUMER EXPENDITURE ON FOOD
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/« comparison with the agricultural andfood problems facing the world as a whole, the differences in interests between industrialised countries
agricultural training centre in Tanzania.seem rather limited. Above:

iented to well-defined target groups and better adapted to the
economic and social conditions of the country or region. The diversity
of farms - ranging from small family units without paid workers to
large industrial-style farms - should be reflected in more subtle and
discerning government action.

Second, towards better integration

Farming is only one of the links in the agro-food chain, albeit the

most important. In the long run none of them can benefit from

weakness in the others without itself being harmed. Responsibility for
developments in the overall system should be shared with upstream in¬
dustries providing inputs and the means of production, downstream

industries processing products, distribution, trade and consumers.

More than that, it would be in the interest of the public authorities to

integrate all activities concerned with the agro-food industry into a
coherent framework so as to have a single policy for the system as a
whole. An integrated policy would also be better able to take into

account the growing links between food in all its manifestations and

economic and social policy.

A simplified yet more integrated policy cannot spring up overnight.
Current policies cannot and need not be replaced by new ones in the
very short term but can be gradually adjusted to the clearly defined
goal : the approach should be to change policy instruments rather
than question policy aims. If the adjustment process is too slow the

economic cost to the community may be too heavy. If it is too rapid,
difficult social problems may arise. But if " welfare-efficiency" were to

be the decisive criterion for governmental action, efficiency and equity
would be complementary. Agro-food policy in future years should
therefore be both less expensive and more equitable.

An agro-food policy cannot be purely national and give priority to
domestic problems, as is very often the case today. Opening up to the
outside world should not be a cause for concern ; it is a necessity if the
economy is to progress as rapidly as possible. But apart from simple
considerations of economic efficiency, national agro-food policies,
which are more coherent and better co-ordinated internationally,

should permit more rapid growth of production in those areas of the
world where costs are lowest. They should also permit greater food
security.

Food security is not measured only in terms of balanced markets in

the short and medium run - in terms that is of present and/ or
foreseeable effective demand. Demand that cannot be expressed
through lack of purchasing power is equally important, if not more so,
and should be constantly in the mind of policy makers throughout the
world. Since the leading cause of under-nutrition is poverty combined
with economic and social underdevelopment, agro-food policies are an
essential component of development but no more than that. Rich

countries, whether with market or planned economies, should ensure
that their agricultural or agro-food policies take account of the in¬
terests of less-developed countries for whom food and development
problems are above all human problems. Any action taken by the
developed countries in the agricultural field - as in any other - should
be perceived and analysed in this context.

What about the differences of opinion which seem to characterise
agricultural relationships between certain industrialised countries?

These differences are clearly due to divergent short- and medium-term
economic interests. But in comparison with the agricultural and food
problems facing the world as a whole, are they not rather limited? The
search for solutions to world problems should make it easier to

overcome the purely commercial differences between industrialised
countries.

Whatever the policies of tomorrow, they cannot be purely national
in character. Growing interdependence between economies and above

all the need to speed up economic and social development in the poor¬
er countries will call for a greater effort on the part of the industralised

countries to become more outward-looking : agriculture in the in¬
dustrialised countries has everything to gain from greater international

cooperation to stabilize agricultural markets and to integrate the
developing countries into world economic circuits.
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INSTABILITY OF

AGRICULTURAL MARKETS

Following 1973, world cereal stocks,
which for more than a decade ex¬

ercised a stabilising influence on the

market, dwindled. The resulting uneasiness

of governments has been reinforced by

occasional but large purchases by new
customers which have made for un¬

predictability in the markets. Other com¬

modity markets also experienced wide

fluctuations in the 1970s. Broad and lasting

solutions have proven extremely hard to
devise.

In large part because of this experience,

the OECD undertook an analysis of the cau¬

ses and effects of instability in agricultural

markets, the future outlook, and possible

means for increasing stability. This study is

now complete and about to be published.

Defining Market Instability

It may seem strange that any effort need

be devoted to defining instability as a prere¬

quisite to diagnosis and prescription of

remedies, but in fact the term proves rather
elusive.

One starting-point is to state what it is not.

Instability is not simply a matter of change

or fluctuation in the market place. Nor does

the speed or amplitude of change necessarily

point to its presence, particularly as this

normally varies from commodity to

commodity.

Instability, moreover, is difficult to mea¬

sure by any one yardstick or even by a com¬

bination. Should attention focus, for exam¬

ple, on volume changes and ignore price

movements? What is important, and to

whom? For the producer, it is no doubt ear¬

nings: for the consumer, outlay. For national

governments, balance of payments, employ¬

ment or an orderly development programme

may be the uppermost consideration.

The approach adopted in OECD's study

was a pragmatic one, recognising that the

term " market instability" is imprecise in

quantitative terms but that it entails a clear

qualitative break which distinguishes it from

change. Market fluctuations, by giving to

producers and consumers needed signals
which tend to bring supply and demand back

into balance, are useful and to be welcomed.

Where, however, change is so sudden or

great that producers or consumers cannot

adapt without loss or hardship or where it

causes waste or misallocation of resources,

this unstable market behaviour becomes a

matter of concern to governments.

The Origins of Instability ...

Put at its simplest, instability is triggered
when supply and demand get out of balance

and remains as long as the normal self-

correcting forces are inadequate or

restrained. In agricultural markets, supply
and demand are inherently more prone to
become unbalanced than in industrial or

service markets.

One major threat to supply stability is, of
course, the weather. Variable rainfall and

temperature changes can cause crop failures

and livestock losses. Fortunately, a rough

regional balance of shortfalls and surpluses
due to climate is the usual rule, but adverse

conditions occasionally affect many major

producing regions, drastically reducing world
supply.

Outbreaks of disease and pest attacks can

still cause severe losses among crops and
livestock, despite the considerable progress

which has been made in controlling them and

in limiting their spread.

Supply-generated instability can also

derive from the spread of new production

techniques or the introduction of new crops
or varieties. The imbalance arises in a very
different fashion, growing more slowly but
with a far greater persistence than in

weather- or pest-induced attacks. Examples

abound, but perhaps the one most relevant to

this analysis is the effect of steadily increas¬

ing milk yields per dairy cow on the

supply/ demand picture in the dairy products
sector.

Another supply phenomenon which has

been observed in a number of countries,

which may in some circumstances aggravate

an erratic market situation, is an apparently

perverse response in the short run by

producers to price changes. While a severe

long-term price-fall works to cut supplies, in

the short term producers may respond by rai¬

sing output, either to maintain previous in¬

come levels or because, as illustrated by the

case of beef raising, some producers cannot

profitably continue to feed their herds and

must sell. The reverse can apply in situations

where prices rise in the short term or where

producers expect such rises.

The beef industry also illustrates the inter¬

dependence of commodity markets and the

way in which instability can be transmitted

from one market to another. Rising grain
prices between 1973 and 1976, as a result of

insufficient production and unexpected large
purchases by the USSR in 1972/73, had a

severe impact on the profitability of beef
production in some countries and con¬

tributed to the decline in herd numbers, in¬

creased beef output and low meat prices dur¬
ing that period.

Demand can also influence market

behaviour although rarely in such dramatic

fashion as supply. In some instances, e.g.
cereals for human consumption, demand

remains relatively steady regardless of price
movements. In others, as is the case for

meat, prices and disposable income levels

can have a notable bearing on the level of

demand. Changing tastes can also play a role

in the market as with butter and margarine

although, given the slowness with which

taste shifts take place, market forces should

normally operate to accommodate such

changes without disruption.

Instability can also arise from actions out¬

side the agricultural sector. The level of

economic activity, exchange rate movements
and inflation are some of the variables which

operate on agricultural supply and demand.

Importantly, government policies or, more

specifically, some of the instruments

governments use to carry out their policies,

can have a profound effect on domestic and

world agricultural market stability, even

when they are not agriculture-oriented.

... and its Effects

Some of the foregoing might suggest that

agriculture is a passive sector of the

economy, subject to the vagaries of nature,

varying demand, the unpredictable influences

of macro-economic events and policies, but

not exercising a dynamic role. In reality the

interactions are a two-way affair, and
developments in the agricultural sector have

important implications for the general

economy. Some of them are outlined below.

As mentioned above, an unstable market

is not merely a fluctuating market: it may

also be in chronic disequilibrium, as typified

by dairy products. Normally, however, there
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will be fluctuations in price or volume traded

(or both) which will affect producers' in¬
comes and consumers' costs. At the inter¬

national level there will be consequences for

balances of payments: a drop in export ear¬

nings may affect some countries whose ear¬

nings depend heavily on agricultural exports;
on the other hand, a marked increase in food

import bills may have very negative conse¬
quences for the economy of importing

countries, in particular developing countries.

One result of marked food price rises in an

unstable situation is their fuelling of inflation¬

ary pressures. This comes about not merely
because of intrinsic flow-through effects on
incomes and costs but also because of their

high " visibility" to wage-earners. Another
extremely undesirable consequence is the
heavy burden which sharp food price rises
place on those least able to bear them. While
food aid is a palliative on the international

scale and governments generally have

methods to compensate those most affected

on the domestic front, they are not complete

answers to the problem.

A further consequence of an unstable

market is the encouragement given to the

search for and development of substitutes.

This has long-term implications since, once

capital has been invested in the production of

substitutes, it is highly likely that such

production will continue even when the price

of the original product recedes. Examples of

this process include the lift given in the
1950s to synthetic fibre production by high

wool prices and, more recently, the substitu¬

tion of manioc for high-priced grain in

animal feeding. In such cases it appears that

part of the market effectively disappears in

the long run as a result of price aberrations.

Reactions to Unstable Markets

More generally, producers and consumers

alike may lose confidence in fluctuating

markets where, for example, market openings

and supply availabilities are undependable.

The result can be a quest for increased self-

sufficiency in agricultural products among
those countries which would otherwise be

better off importing more of their own re¬

quirements. Among those countries with a

potential for greater exports and a depen¬

dence on the agricultural sector, lack of

market opportunities may drive them to

adopt a more defensive posture, aiming to

conserve foreign exchange to the greatest

possible extent through increased self-

sufficiency in the non-agricultural sector. The
end result in both cases is an intensification

of protectionist pressures and a thinner, more
vulnerable market than before.

While governments certainly do not

deliberately invent policy measures to disrupt

trade flows, some of their actions can have

indirect negative effects on trade. Sometimes

the measures represent an endeavour to

protect people from the consequences of

market instability: on other occasions they

may be used with quite different purposes in

view regional aid, income support,

productivity, fiscal equity and so on.

Private and public interests look for ways

to protect or improve their own position. In¬

dividuals may seek security through hedging

in futures markets, forming alliances with

other participants and the like. While the

evidence is not conclusive, there are grounds

for believing that hedging has a generally

beneficial effect on market functioning. On

the other hand, many observers feel that

there is a lack of " transparency" on the

market and express doubt about the

representativeness of observed prices and the

efficiency of the market.

Governments similarly look for ways and

means to overcome or compensate for the

uncertainties and barriers to trade which they
encounter. This is sometimes done in the

context of across-the-board negotiations,

sometimes focussing on only one commodity

or commodity group. They may be pursued
on the broadest multilateral basis, on a

narrow bilateral basis or on any intermediate

scale. Their common feature is the attempt to

assure security of supply and of access to
The danger of market instability is that change will be so sudden or great that producers and/ or consumers cannot adapt without

loss or hardship. Above: Buyers waiting for the opening of the wholesale meat market outside of Paris.

Prior to January 1963: US, No. 2 Yellow.

markets on favourable terms. It is impossible

to generalise on the consequences of such
agreements. The only statement which can

safely be made is that, just as a national

market which does not adapt to changing

circumstances" exports" its share of the ad¬

justment burden to the rest of the world, so a

tightly controlled transnational arrangement

which protects its adherents from adjusting

to supply or demand changes way well leave

excluded market participants with the

problem of how to deal with heightened in¬

stability in the residual free market.

The Commodity Studies

Four major commodity groups were

analysed cereals, animal feedingstuffs,

meat and dairy products. The reasons for
this choice are threefold:

They occupy a very large place in OECD

Member countries' agricultural production
and trade.

They are of prime importance in human

nutrition, in developing countries as well as in
OECD Member countries.

They form a set of commodities bound

together by strong and complex production
and trade links.

Cereals

Most cereals are consumed in the country

of production, but the proportion entering in¬

ternational trade (about 4 per cent for rice,

10 per cent for coarse grains and 18 per cent

for wheat) is of prime importance in

alleviating famine, compensating for occasio¬

nal regional crop shortfalls and making im¬

proved animal feeding possible. A handful of

countries mostly developed are prepon¬

derant in cereal trade, but the developing

countries as a group have accounted for over

a third of world cereal imports in recent

years (1973-1977).

Until 1969 the cereals market remained

relatively stable, largely because the two

leading producers (the United States and

Canada) were able, through their control of

large accumulated stocks, to ensure the

effective operation of a series of International

Wheat Agreements. In current circum¬

stances, however, these safeguards no longer
exist. The cereals market has therefore

become far more volatile (See chart) as, with

lower stocks held globally, the vulnerability

of cereal production to weather variability,

pest and disease attack and the consequences

of national policies have become more
evident.

Other new influences have emerged during
the 1970s, notably the apparent decision by
the USSR to make good its irregular cereal
crop shortfalls through substantial purchases
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EXPORTS : BEEF AND VEAL, 1970-1978
Thousand metric tonnes carcass weight (1)

r
1970 1971 1972 1973 1974 1975 1976 1977 i

North America

Oceania

OECD Europe
EEC

Other OECD Europe

154

741

986

908*

78

159

837

1,090

1,014*

76

158

1,109

1,114

1,045*

69

225

999

1,120

1,075*

45

143

859

1,384

1,330

54

162

1.068

1,740

1,699

41

263

1,279

1,507

1,467

40

249

1,507 ;

1,582 1
1,537

45*

OECD TOTAL 1,881 2,086 2,381 2,344 2,386 2,970 3,049 3,338

Argentina 668 494 706 536 306 266 534 605

* Estimated by the Secretariat.

(1) Figures for all countries other than A rgentina include the meat equivalent of live animals.

Sources : Meat Balances in OECD Member Countries; OECD, Paris, April, 1979.
V Sintesis Estadistica 1976; Ministerio de Economia, Junta National de Carnes, Argentina 1977

on the international market instead of

resorting to herd liquidation. China also

became more definitely identified as a major

cereals importer. These new developments

have been matched in part, by new

arrangements, particularly the signing of a

US-USSR Grains Agreement designed to set

some limits to the unpredictable nature of

purchases by the USSR which, it has been

claimed, are responsible for over 80 per cent
of the deviations from trend of post- 1963
world wheat imports.

It has been recognised that earlier inter¬

national agreements which attempted to

stabilise the world market through price
alone were inadequate in times of severe

market stress. Emphasis is now laid on the

need to provide any new agreement with

resilience in the shape of adequate stocks for

release and stock-building capability to ride

out periods of strong fluctuations in the

market. However, in the last analysis, the

success of any attempt at market stabilisa¬

tion will rest on the compatibility of national

production, trade and stocking policies with
the aims and features of international

agreements. Moreover, in the continued

absence of any comprehensive agreement,

some co-ordinated endeavour, even informal,

is needed to ensure that production is
stimulated when world supplies are becoming
tight and that any production cut-backs in

times of abundant supplies are carefully

managed so as not to impair a future strong
producer response.

Animalfeedingstuffs

This market reflects the steady growth in
meat consumption which has taken place in
Member countries over several decades,
partly as a result of population increases but

also importantly as a result of rising living

standards. It also reflects the introduction of

new techniques of animal raising and feeding
and the increasing use of " new" protein
sources such as soyabeans.

In many OECD countries the livestock in¬

dustry is characterised by intensive raising
methods whose profitability relies to an in¬
creasing degree on the use of feed con¬

centrates, in particular soyabeans, and
carbohydrates - often imported. Some
market observers worry about the
vulnerability of intensive production techni¬
ques to possible seasonal scarcities of some

of these inputs, especially if produced in a
very limited number of regions.

Much effort has been devoted to finding
ways of reducing this dependence, but
problems of production cost have limited the

applicability of potential alternatives. The

major insurance policy presently available to
processors and users is the establishment of a

long-term (in this context, up to 12 months)
supply contract. This solution is not,

however, proof against all eventualities, e.g.
a prolonged shipping shut-down, and there is

clearly room for further efforts to improve
the stability of the feed and livestock sector.

Meat

Meat production and trade, while

intimately associated with cereal production

and trade in many Member countries, is

markedly different in several respects. Most

importantly, the response which the industry
can make to changing market conditions is

relatively limited in the short term, especially
where beef herd build-up is concerned. In¬
deed, as noted above, producers' responses
to some changes appear at first sight to be
perverse. Both livestock and meat are, in

addition, particularly costly to hold as a
reserve. Again, international trade in meat

and animals is, for a variety of reasons,
particularly fragmented. The table shows

how differently exports of beef and veal from

different regions have behaved recently.)
Finally, demand for meat is more price- and
income-elastic than that for cereals for direct

human consumption.

Because of the different nature of the in¬

dustry, the trade problems encountered and
the nature of their solutions will differ from

those proposed for cereals. The evolution of

the pigmeat market is not directly affected by
measures in the field of international trade

since, although its production is only a little
smaller than that of beef, very little enters

into that trade. Its influence mainly takes the
form of price competition in domestic
markets.

Measures in meat trade should be aimed

primarily at reducing the impact of livestock
build-up and liquidation on prices and
revenue. Producer information needs to be

shared and made widely available; the

market outlook needs to be broadly based to

cover factors affecting demand; ways of
smoothing out feed price changes are needed.

The principle of burden-sharing should be
accepted, with the proviso that countries

should bear direct responsibility for surplus

situations in proportion to their contribution
to the problem.

Dairyproducts

The dairy products industry displays yet

another range of problems, although its links
with the animal feed, and particularly the

beef industry, need to be borne in mind.

Though milk production is sensitive to
weather conditions, the chief feature in recent

years distinguishing this industry from the
others analysed is the persistent excess of
OECD Member countries' production for
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In the meat trade, countries should bear direct responsibility for surpluses in proportion to their contri¬
bution to the problem.

which no commercial market exists. This is

most evident when looking at butter con¬

sumption. Total consumption peaked at 2.9
million tonnes in 1970 and fell to 2.6 million

tonnes in 1977. Production meanwhile rose,

though only marginally. Similar trends were
observed for some other products. The con¬

sequences are well known.

Governments have made many attempts

to deal with this problem. With one or two

exceptions they have achieved only limited

success. Compounding their difficulties is the

steady improvement in milk yields per cow,

partly negating efforts to reduce herd
numbers. As international trade accounts for

only 4 to 5 per cent of production, volume

and prices are particularly influenced by

national situations and policies.

Efforts to improve production and trade

along lines already followed need to be con¬
tinued and, indeed, reinforced, OECD's

report notes. While measures to increase de¬

mand are important, even more so are mea¬

sures to contain or even reduce production.

Finally, co-operation in the promotion of the

still fragile trade with developing countries is

important if it is to grow along healthy lines.

In the longer term, measures to cope with

fluctuating supplies will be needed.

*

* *

It must be admitted that the phenomenon

of agricultural market instability is hard to

explain satisfactorily. The effects may be

obvious, but the causes and they can be

many are not easy to separate and weigh.

In some cases the way markets behave is im¬

perfectly understood, or they are changing in

ways which makes their interpretation more
difficult. There are reasons for the call to

greater market " transparency" as a step

towards greater dependability and stability.

OECD's analysis highlights the inter¬

dependence between the major commodity

markets under review and the consequent

need for measures in one industry or market

to be undertaken with the fullest possible

awareness of the probable repercussions on
other industries or markets.

Another feature brought out by the an¬

alysis is the number of ways in which the

agricultural sector is linked to the rest of the

economy: the influences which agriculture

exerts on the general economy and the exter¬

nal pressures to which it is in turn subject.

The prevailing economic climate, the increa¬

sed political and institutional uncertainties

and the turmoil in money markets are also

grounds for serious concern to those respon¬

sible for agricultural policies.

In looking at the medium-term future, the

prospects, while not bleak, give no grounds

for complacency. An encouraging sign is

that the interdependence of national and in¬

ternational markets is becoming more widely

appreciated and with it an acceptance of the

need for more co-ordination in dealing with

or, preferably, forestalling problems. It has

also been accepted that the transmission of

instability from national to international

markets must be avoided if they are to

perform adequately and that, as a conse¬

quence, the likely impact on the international

market should always be considered when

national policies are contemplated or
reviewed.

Another conclusion which flows from a

recognition of the interdependence of natio¬
nal and international markets is that, where

instability arises for reasons which indicate a

lack of adjustment, then the burden of that

adjustment should not be borne by a few

market participants but should be shared

equitably. Implicit also in the avoidance or
limiting of instability is the concept that ad¬

justments should be gradual, allowing

producers, consumers and government to

prepare for and adapt efficiently to changes.

The study emphasises the need to pay
particular attention to the situation of

developing countries, particularly the

poorest. If ultimate responsibility rests on

developing countries to exploit their own

agricultural productive capacity to the full,

many of them will continue to depend heavily
for the foreseeable future, on access to the in¬

ternational food market, and partly on food

aid. Price stabilisation, and holding of

reserves of cereals are particularly important

in this regard.
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THE INDUSTRIA
by Helmut Fuhrer, OECD Director for Development

As this issue of the OECD OBSERVER goes to press, the

third General Conference of UNIDO the United Nations

Industrial Development Organisation is about to open in

New Delhi. UNIDO III provides a major challenge to the inter¬

national community to enhance North-South development

cooperation in the industrial sector as well as South-South ex¬

change. This article highlights the importance of industry in

economic development and assesses the progress that developing

countries have been making towards industrialisation and the ex¬
tent to which OECD Member countries have aided that effort.

The Industrial Development Record

Industrialisation is an important element in the process of

economic modernisation and diversification; it contributes to in¬

creased employment and to the establishment of a modern

outward-looking middle class including not only entrepreneurs

but also increasingly important numbers of middle-level personnel
down to skilled industrial workers. It can however also contribute

to acute dualism and economic and social imbalances.

The industrial development record of developing countries as a

group during the last 20 years has been impressive, whether mea¬

sured by the growth of their manufacturing value added (chart A),

of the importance of their industrial sector in GDP (table 1 ) or of

their share in world industrial production (chart B). Several strik¬

ing trends emerge from these figures : industry has been growing

much faster than agriculture (about three times as fast in the low-

income developing countries, more than twice as fast in middle-

income ones). Developing countries have accelerated their in¬

dustrial growth faster than the industrial countries ; the middle-

income countries' share of industry in their GDP is now as high as

in the developed world.

But progress has been highly differentiated among different

countries and country groups. The rise of the share of developing

countries in world industrial production from 14 to 19 per

cent(1) between 1963-77 is due almost exclusively to the

success of a group of about ten newly industrialising countries

(NICs). The poorest countries are falling relatively further and
further behind.

The industrialisation and international market experience of the

NICs has been examined in a special OECD study (2).

The NICs form a highly heterogeneous group with respect to

geography, per capita income and development policies. But all

are characterised by rapid growth in the level and share of in¬

dustrial employment, expansion of export market shares in

manufactures, and real per capita income levels which are

approaching those of some of the advanced industrial countries.

There has been some concern among OECD countries over the

effect that manufactured exports from the NICs may have on their

own economies and the international balance of trade. Certain

it) The UNIDO documentation puts this figure at 9 per cent. The dis¬
crepancy is due mainly to UNIDO exclusion from "developing countries "
of the European ones and the fact that OECD figures exclude the Eastern
countries.

(2) The Impact of the Newly Industrialising Countries on Production
and Trade in Manufactures, OECD, Paris, 1979. For a review of the
study, see "OECD Trade with the Newly Industrialising Countries ", The
OECD Observer, July 1979.



LISATION OF THE THIRD WORLD
Cooperation

sectors of OECD economies have had to undergo particularly

rapid adjustment since NIC exports tend to cluster around a small
group of products. The study, however, has clearly demonstrated
that if appropriate policies are followed on both sides, both parties
benefit.

Experience shows that successful and balanced industrial
development is based on such - mainly endogenous - factors as :

giving sufficient attention to the development of human
resources through appropriate educational and training
programmes and encouragement of entrepreneurship

building adequate physical and commercial infrastructure,
including local credit and banking facilities

pursuing policies regarding the choice of industries and

technologies which correspond to the country s particular

circumstances and resource endowment, with emphasis on cost-

conscious and employment-intensive policies. Most developing

countries with successful industrial development efforts have pur¬

sued outward-looking, export-oriented strategies, without,

however, neglecting production for the domestic market and

broadly based agricultural development

providing a stable environment for domestic and foreign

investment and for attracting private capital more generally.

External Support for Industrial Development

Supportive activities of OECD Member countries range from

MANUFACTURING VALUE ADDED IN DEVELOPING COUNTRIES, 1961 -1977

At constant prices - 1 961 = 1 00
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Official Development Assistance (ODA) to promotion of non-

concessional financing and efforts towards maintaining an open
international system which encourages investment in developing
countries and is receptive to their manufactured products.

The relatively favourable industrial and overall growth of
developing countries during the last years - in the face of major
international disturbances - has in fact been partly due to their

liberal access to OECD markets and to international capital, main¬

ly export credits, direct investment and private bank lending.

It is difficult to calculate the magnitude of external financing for

industrial development in the Third World since current data are
incomplete with respect to the sectoral breakdown, but based on
the information available, set out in table 2, total external financ¬

ing to Third World industry in 1 978 was of the order of $ 1 6 bil¬
lion, some $14 billion of this to manufacturing.

The bulk of these flows came from private sources. During the

5 years 1974-78, ODA doubled, reaching $1.2 billion in 1978,
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B. GEOGRAPHICAL DISTRIBUTION

OF WORLD INDUSTRIAL PRODUCTION

(excluding Eastern countries)
Percentages

%

20

DEVELOPING

COUNTRIES

of which: NICs (1)

1963 I 970 1977

Developing countries.

1963 1970 1977

14.38 16.20 19.10

of which:

A. NICs 5.40 6.61 9.30

Spain 0.88 1.18 1.56

Portugal 0.23 0.27 0.32

Greece 0.19 0.25 0.33

Yugoslavia 1.14 1.25 1.62

Brazil 1.57 1.73

Mexico 1.04 1.27 1.45

Hong Kong 0.08 0.15

Korea 0.11 0.22 0.69

Taiwan 0.1 1 0.23 0.46

Singapore 0.05 0.06 0.10

B. Other developing, 8.98 9.59 9.80

of which:

India 1.21 1.11 1.19

Argentina 0.94 1.07 1.06

Major OECD Countries (2) 74.63 74.08 71.61

Other developed (3) 10.99 9.72 9.29

( 1 ) Newly industrialising countries.
(2) United States, Japan, Germany, France, United Kingdom,
Canada.

(3) All other OECD countries, South Africa, Israel,

but non-concessional finance rose nearly four-fold (3). It must be

borne in mind, however, that these figures considerably un¬
derstate actual external financing for industry. A substantial por¬
tion of development funds is provided in non-sectoral form or to

sectors such as infrastructure and human resources development,
which provide an essential indirect support for the industrial
sector.

Official Development Assistance

The most useful contribution of official development assistance

to industrial development is to help poorer developing countries in
their efforts to create an effective basic economic infrastructure

supportive of industrialisation and to develop the required skilled

human resources. However, official development assistance also

has an appropriate and important role to play in extending direct

support for industrial development.

(3) Table 3 shows the composition of international finance for in¬
dustrial development and the main features of its geographical distribu¬
tion.

The ODA that is allotted directly to industrial development is

channeled primarily to the poorer developing countries with low

debt-servicing capacity. Concessional ODA can be especially

useful in supporting industrial projects in nations which face

particular obstacles to building an industrial base. It can also con¬

tribute substantially to employment creation, and provide support

for agricultural development, export promotion and diversification

and development of natural resources. Donors are ready to ex¬

amine whether their programmes and policies are sufficiently flex¬

ible to respond to soundly based requests for aid to industrial

development.

In accordance with the emphasis placed by the donor com¬

munity on meeting basic human needs, ODA is seen to be

particularly useful when concentrated on small-scale industries

oecause of their large potential impact on employment and rural

development.

Another area where ODA plays an important role is in support

for industrial development banks. These often government-
established centres act as intermediaries for financial flows to the

industrial sector and provide "on-the-spot" advice to investors

and capital providers. They examine labour-intensive options and

appropriate technologies, proving especially valuable to small-

and medium-sized enterprises.

Donor support for the industrial development banks comes

either directly through their ODA programmes or by way of their

Public Development Finance Corporation (PDFCs), the bilateral

equivalent of the International Finance Corporation operated by

the World Bank. Eight DAC members have established PDFCs ;

others are contemplating their establishment.

The following points are salient features of direct ODA support

for industrial development in 1978 :

OECD Development Assistance Committee (DAC) member

countries extended nearly $1 billion in bilateral financial ODA

commitments (excluding technical assistance) for industrial

financing in developing countries. About 90 per cent of this

amount supported projects in manufacturing industry. Major con¬

tributors were Germany, the United States and Japan which,

together, provided 70 per cent of the total.

2. EXTERNAL FINANCIAL COMMITMENTS

FOR INDUSTRIAL DEVELOPMENT, 1978

$ million

Manufac¬

turing
Extractive Total

DAC/Bilateral i (12,227) (1,435) (13,662)

1. ODA 980 96 1,076

2. Export Credits (2) (8,000) (315) (8,315)

3. Other Official 247 24 271

4. Direct Invest

ment (3,000) (1,000) (4,000)

Multilateral (3) 1,927 107 2,034

1. ODA 179 52 231

2. Non-Conces

sional 1,748 55 1,803

TOTAL (14,154) (1,542) (15,696)

(1) Including EEC.
(2) Official credits and officially guaranteed private credits, with
maturities exceeding 5 years.

(3) World Bank {IBRD, IDA, IFCj, Asian Development Bank and

Special Fund, Inter-American Development Bank and Special
Operations, African Development Bank and Fund.
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3. GEOGRAPHICAL DISTRIBUTION

OF COMMITMENTS TO MANUFACTURING

1978

$ million

DAC bilateral Multilateral
Income Group

of Recipient
Total Non- Non-

ODA conces-

sional (1 )

ODA conces-

sional

Least Developed 216 107 6 72 31

of which:

Bangladesh 76 36 38 2

Tanzania 87 39 1 20 27

Yemen 7 7

Guinea 13 13

Upper Volta 5 4 1

Other Low Income

(Less than $400
per capita) 682 444 17 95 126

of which:

Egypt 241 201 - - 40

Indonesia 166 115 1 40 10

Pakistan 140 51 55 34

India 63 38 25

Vietnam 17 17

Low middle income

($400-1,000
per capita) 2,024 106 1,320 12 586

of which:

Korea 948 800 148

Morocco 265 200 65

Philippines 235 140 95

Tunisia 219 14 170 35

Bolivia 58 9 10 39

Swaziland 22 22

Jordan 15 15

Upper middle-
income ($ 1,000-
2,000 per capita) 3,024 52 1,970 1,002

of which:

Brazil 1,231 12 890 329

Yugoslavia 470 370 100

Mexico 430 160 270

Argentina 319 160 159

Turkey 175 32 143

High income
(over $2,000) 55 52 3

of which:

Israel 45 45

New Caledonia 6 6

OPEC Members 3,870 3,870

of which:

Algeria 3,400 3,400 - -

Iran 310 310

Gabon 29 29

It} Export credits and other official loans which are geographically
allocable. Excludes direct investment.

Almost 90 per cent of total bilateral DAC/ODA commitments
were for lower-income countries (less than $1 000 per capita in¬

come).

Multilateral ODA commitments for industry were $230 million,

again with heavy emphasis on manufacturing and low-income
countries.

DAC members extended around $200 million of technical

In 1978 DAC members extended nearly $7 billion in bilateral

ODA (excluding technical assistance) for industrial projects
in the Third World. Above: dyeing textiles in Indonesia.

assistance to the industrial sector for training activities,

fellowships, feasibility and pre-investment studies, policy advice,

etc.

Non-concessional Industrial Development

Financing

A whole range of financial resources other than aid is available

for industrial development finance needs.

While non-concessional resource flows depend essentially on

the decisions of private investors and enterprises, governmerits

have taken a variety of measures to encourage such flows, es¬

pecially export credits and investment guarantees, and financial

support of the multilateral lending institutions. An important sub¬

ject for discussion at UNIDO III will be the need for and feasibility

of further encouraging capital flows for industrial financing.

Since the direction of non-concessional capital flows is

determined largely by the debt-servicing ability of recipient

countries, the economically stronger developing countries have
received the bulk of such flows.

In 1978, for instance, the newly industrialising countries

accounted for one third of the total stock of foreign direct invest¬

ment in developing countries, for 55 per cent of total private bank

credits to developing countries, and for 70 per cent of all inter¬

national bond issues to developing countries.

Major non-concessional financing in 1978 included:

Export credits. DAC countries committed $8.3 billion in official

and officially guaranteed private export credits for industrial pro¬

jects.

Long-term loans at market rates of interest from the

multilateral development-lending institutions. These institutions

committed about $1.8 billion to the industrial sector, over two-

thirds coming from the World Bank Group.
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One of ODA's most important roles in industrial development is its support of basic infrastructure.
Above: building a road in Niger.

Direct investment. A major source of industrial development

financing, direct investment totalled $4 billion. It is supported by

government investment guarantees, tax incentives and a variety

of other promotional measures (4).

Direct official loans at market rates and operations of their

Public Development Finance Corporations through which

governments have supported industrial financing ($270 million).
Bond issues for industrial financing are still a relatively limited

source of finance.

Private bank lending has become an increasingly important

source of industrial development finance.

Other International Industrial

Cooperation

The above overview has shown that developing countries have

indeed been fairly successful in their efforts to develop their in¬

dustrial capacity, and that large amounts of international financial

support has been forthcoming to sustain the process. It is not in

most cases financing but other factors inadequacies in in¬

frastructure, industrial skills and management, size of the market,

etc. that form the major constraint to accelerated industrial

development.

But money alone will not do the job. Developing countries must

have reasonable access to modern industrial technologies and be

able to operate within an international economic environment

which supports rather than frustrates their efforts.

Effective technical assistance has its role to play, ranging from

broadly-based industrial training programmes, to institution-

building and the provision of highly specialised and sophisticated

expertise and technology. But the essential source of industrial

technology and expertise is, of course, industry itself. Good

progress has been made in the elaboration of a Code of Conduct

for the Transfer of Technology which should contribute to

providing favourable conditions for productive international co¬

operation and for defining the mutual responsibilities of the var¬

ious government and business partners in this important area.

Many developing countries advocate a more direct and positive

role for governments in planning and controlling industrial invest¬

ment and production than do most OECD countries. They are

making structural change and adjustment a central focus of the

North-South dialogue and are proposing a greater role for inter¬

national surveillance and negotiations in this field.

It is widely acknowledged that projecting the shape of

structural changes in industry, nationally and internationally, can

help to improve the rationality of investment decisions and

overcome psychological obstacles to adjustment. It would not,

however, be desirable or indeed possible to replace the

detailed allocative role of the market in a mixed economy with

elaborate administrative machinery or to channel resources in

accordance with some blueprint of the desirable future industrial

structure. OECD governments have clearly stated their commit¬

ment to an open multilateral trading system on a world-wide

basis and their readiness to adjust to changes in the pattern of

world production and trade. A new special two-year programme

has been launched in the Organisation on positive adjustment

policies to facilitate mutually beneficial structural change in

production and trade. Further work in OECD on the trade aspects

of adjustment policies will give due attention to the interests of

developing countries.

(4) Investing in Developing Countries, OECD, Paris 1978.
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ECONOMIC OUTLOOK

r E 1 he Editorial of the
m Economic Outlook for 1980

J. which follows emphasises
that developments in the OECD
economies could differ from those
forecast if there were additional in¬
creases in prices on world oil
markets. Since the Economic

Outlook was finalised, further rises
in oil prices have indeed occurred
and it now appears that oil prices

for 1980 are, on the basis of in¬
formation as of13th January 1980,
approximately 20 per cent higher in
1980 than assumed (1), thereby
further reducing growth of GNP
and increasing the rate of inflation
and the size of the deficit on the
current account of the balance of
payments. In order to provide an
approximate idea of the size of
these effects, the OECD Secretar-

The Ready Reckoner

SIMULATED EFFECTS ON OECD AREA PROSPECTS

OF A 10 PER CENT INCREASE IN OPEC OIL PRICES

taking effect on 1st January 1980 (a)

Case 1 Case 2 Case 3

No sympathetic Sympathetic Sympathetic
energy price energy price energy price

response: no response: no and

wage response wage response wage response

1980 1980 1980

1 Volume
Total domestic demand -0.7 -0.7 -0.7

Exports, goods and services -0.5 -0.4 -0.4

Imports, goods and services -1.1 -0.9 -0.9

' GNP -0.6 -0.6 -0.6

1 Real income -1.0 -1.0 -1.0

1 Deflators

Total domestic demand 0.3 0.5 0.6

Exports, goods and services 0.1 0.5 0.6

Imports, goods and services 2.1 2.4 2.5

GNP 0 0.1 0.2

1 Values, $ billion
Exports, goods and services -7 3 4

Imports, goods and services 12 19 20

Foreign balance -19 -16 -16

(a) In fact, the increase was 20 per cent as ofJanuary 13, 1980. See introductory note. All figures
except those in the last three rows are expressed as increments to growth rates. The last three rows give
increments to foreign trade of the OECD area with the rest of the world. These simulations were
performed using the OECD INTERLINK model, the basic properties of which are described in "The
OECD International Linkage Model", OECD Occasional Studies, January 19 79. The specification of
the three cases is detailed in OECD, Economic Outlook, July 1979, page 58-60.

iat has prepared a set of rough ad¬
justment factors, which are
presented in the table to the left.
These factors suggest that the
strictly mechanical effects of the
pass-through of higher oil prices
would reduce GNP growth for the
OECD area as a whole from the
Outlook forecast of 1 per cent in
1980 to around zero. Unemploy¬
ment would consequently increase
somewhat to about 20 million per¬
sons or approximately 6lA per cent
of the labourforce by the end of the
year. Prices, adjusted on the same
basis and allowing for some catch¬
up in wages, would be likely to in¬
crease for 1980 to somewhat over
10 per cent compared with the
9lA per cent included in the
Economic Outlook. The deficit on
the OECD area's current balance

might rise by about $30 billion to
around $65 billion. It must be

emphasised, however, that these ad¬
justments do not take into account
any secondary effects on business
or household confidence, or possi¬
ble repercussions on international
commodity markets. Nor do they
take into account any new informa¬
tion independent of the oil price
increases which might lead to a
change in the forecasts for in¬
dividual countries.

13 January 1980

(1) In the Economic Outlook, it was assumed

that oil import prices would remain unchanged
from their early November 1979 levels until the
end of the year and then increase at the same rate
as OECD manufactured export prices (roughly
10 per cent) through the course of 1980. Under
this assumption, oil prices would increase in 1980
by approximately 30 per cent over 1979. Recent
oil price increases suggest that this increase will
now be closer to 50 per cent. -
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ECONOMIC POLICY IN THE EARLY 1980s

The better prospects for the world economy which were appearing a year ago have been clouded by
international oil market developments and by worse domestic inflation in some OECD countries.
Return towards price stability and high employment has thus been delayed. How soon progress can be
resumed depends partly on behaviour inside OECD economies but partly on events in the world oil
market and the way OECD policies react to them.

Summary of the Prospects

The OPEC Geneva conference in late June

brought the overall increase in the price of

crude oil from the end of last year to almost

60 per cent. More recently, following a per¬

iod of continued strength in the spot market,
a number of OPEC countries have an¬

nounced further price increases, adding

another 6 per cent to the price of OPEC

crude (by late November). There have been

sharp rises in the price of gold and other
metals, and some limited disturbances in ex¬

change markets. Business and consumer

confidence has apparently weakened in a
number of countries, particularly the United

States and the United Kingdom, but may still

be strong in Germany and Japan. In the face

of continued strong inflationary pressures,

monetary policy has been tightened in a
number of countries : nominal interest rates

have increased, and in many cases there has

been some slight increase in real rates. In

some countries, fiscal policy has also been

tightened.

The short-term outlook, to the end of

1980, is necessarily coloured by the past

year's events and the policies that
governments have had to adopt:

domestically-generated inflation for the
OECD area (as measured by GNP deflators)

risks staying around the 9 per cent rate to

which it has recently risen, and such

deceleration as can be foreseen would largely

reflect a squeeze on profits. Overall inflation
(as measured by the private consumption

deflators) may slow down progressively from

the present 10 per cent rate if oil prices
remain relatively stable (See table 1);

despite surprising strength in the third
quarter, the United States is thought to have
entered a recession which may last several

quarters. GNP could fall at a 2% to 3 per
cent rate in the first half of 1980, but level

out in the second;

GNP in Japan may rise perhaps 4% per
cent, slowing down progressively but still

showing a 3% to 4 per cent growth in the se¬
cond half of the year. Growth in France,

Germany and Italy may slow down to ar¬
ound 1% per cent. A 2 per cent fall in the
United Kingdom's GNP is forecast. In the
smaller countries considered as a group, the

growth rate may slow down to around 2 per

cent;

hence, GNP in the OECD area as a whole

may grow by only a little over 1 per cent,

compared with 3 per cent in 1979 (See table

2). Demand growth may be particularly

weak in the first half, recovering modestly

1. INFLATION

RATE 1978-1980 (1)

Percentage Change from Previous Year
Oil Price Shock = \xhper cent

of OECD Area GNP (2)

1978 1979 1980

1 United States 6.8 9 9%

1 Japan 4.5 3% 7%

1 Germany 2.6 4'/2 5

1 France 9.3 103/4 11%

1 United Kingdom 8.3 12% 15%

Italy 12.1 143/4 16%

Canada 7.3 8% 8%

Total Seven

! Major
Countries 6.4 8 9%

Austria 5.0 4% 4%

Belgium 4.5 4% 6%

Denmark 10.1 93/4 12

Finland 7.8 7% 10

Greece 12.0 18% 17%

Iceland 44.5 44 42

Ireland 7.6 13 13%

Netherlands 4.1 4% 5%

Norway 8.1 43/4 6%

Portugal 22.6 25 26

Spain 19.7 15% 14%

Sweden 10.6 7% 9

Switzerland 1.0 3% 3%

Australia 8.6 8% 8%

New Zealand 11.9 13% 14%

Total Other

j OECD
Countries 9.0 m 9%

Total OECD 6.8 8 9%

Total OECD

: minus US 6.8 7% 9%

(1) Private consumption deflators or consu¬
mer price index.

(2) In 1973-5 the shock amounted to 2 per
cent of OECD area GNP.

later in the year. The unemployment rate is

expected to rise to slightly more than 6 per

cent by the end of the year, almost

1 percentage point higher than at the end of

1979 (See table 3);

the OECD current external balance, after

deteriorating sharply in the second half of
1979 to a deficit of over $45 billion, should

improve because of slower growth and rising

exports to OPEC. In the second half of the

year the deficit could be down to a $20 to

$25 billion rate. Within this picture, in¬
dividual OECD countries may fare much less

unevenly than after the 1973 oil price rise,

because of differences between the cyclical

positions in the three largest economies and

because of the effects of past exchange rate

movements. The payments position of non-

oil developing countries is likely to deter¬

iorate substantially (See table 4).

Risks in the Outlook

The outlook summed up above, though

unwelcome, would prove manageable. There

are, however, important risks that the out¬

turn might be worse. The assumption of an

unchanged real price and ready availability
of OPEC oil could be falsified. And even if

this were not so, inflation could accelerate

more than currently forecast. In either case,
the movement of OECD demand and

employment in the year would be worse:

Oil

Weak growth of demand and some slight

increase in OECD energy production, should
result in a fall in OECD demand for OPEC

oil in 1980 and, ceteris paribus, a much

calmer oil market than this year. But even a

modest reduction in supply could change this

prospect markedly. In 1979 it took only a
relatively small reduction in supply, perhaps

2 million barrels a day (mbd) for just a few

weeks, to set off a steep climb in oil prices.

Increased production from Saudi Arabia and

other producers quickly eliminated most of

the production shortfall, but an area-wide

scramble for stocks probably added upwards
of % mbd, or about 1% per cent, to the
growth of OECD demand for OPEC oil, and

the rise in oil prices topped 60 per cent in just
six months. This kind of development could,

30



2. GROWTH OF REAL GNP OR GDP IN THE OECD AREA

Percentage changes, seasonally adjusted at annual rates

A. SEVEN MAJOR COUNTRIES

Weights in
total OECD1

Average
1966-67

to

1976-77

From previous year From previous half-year

1978 1979 1980 -
1978 1979 1980

II I II I II

1 United States2
1 Japan2
1 Germany2
1 France3

1 United Kingdom3
1 Italy3
1 Canada2

35.8

16.7

10.9

8.0

5.3

4.1

3.5

2.8

7.8

3.6

4.6

2.1

3.9

4.7

4.4

5.6

3.5

3.3

3.3

2.6

3.4

2

6

4%

3

%

4

2%

-1%

4%

2%

2

-2

2

1%

5.2

4.3

5.0

2.8

3.5

4.6

3.9

1.3

6.8

3.9

3.0

0.3

4.2

3.2

%

6%

4

3

-2%

3%

%

-2%

4%

1%

1%

-2%

1%

2

%

3%

1%

1%

- Vi

1%

2

1 Total above countries 84.3 4.2 4.2 3% 1 4.6 3.1 2% 0 1%

1 Total OECD 100.0 4.2 3.9 3% 1 4.3 3.1 2% % 1%

1 Memorandum items:

1 Seven major countries less the.
United States

1 Total OECD less the United States
48.5

64.2

5.2

5.0

4.1

3.6

4

i%

2%

2%

4.2

3.8

4.4

4.1

3Vi

3Vi

2%

2

2

2

1 Four major European countries
1 EEC

J OECD Europe

28.3

33.3

41.8

3.6

3.7

3.8

3.3

3.1

3.0

3

3

3

2%

lVi

P/i

4.1 3.0 2Yi 1 2%

B. OTHER COUNTRIES

Weights in
Average
1966-67

From previous year

total OECD1 to

1976-77
1978 1979 1980

1 Austria3 1.0 4.6 1.5 5% 2

1 Belgium2 1.6 4.5 2.5 3 2%

1 Denmark3 1.0 3.6 1.0 2% %

1 Finland3 0.6 4.4 1.4 7% 4%

1 Greece3 0.5 6.0 6.3 3% 1

1 Iceland2 0 3.8 4.2 2% 2

1 Ireland3 0.2 4.3 6.1 3% 3

1 Netherlands3 2.2 4.4 2.4 3% 1%

1 Norway3 0.7 4.6 3.5 2% 4%

1 Portugal3 0.3 5.5 3.2 3 2%

1 Spain3 2.4 5.2 3.1 1% 1

1 Sweden3 1.5 3.4 2.8 4 3

1 Switzerland2 1.5 2.1 0.2 % 2

1 Total above European countries 13.5 4.1 2.4 3 2

1 Australia3 1.9 4.6 2.7 4% 2%

1 New Zealand3 0.3 2.9 -1.8 % 1

1 Total other countries 15.7 4.2 2.3 3 2

1978 GNP/ GDP weights and exchange rates. (2) GNP. (3) GDP.

but need not, happen again. Each 10 per cent

increase in the price of imported oil would,

given the large share of oil in total final ex¬

penditure and the small proportion of in¬
cremental revenues that OPEC countries

would spend in OECD countries in 1980,

add up to half a percentage point to inflation,

or more if wages rise parallel with the oil

price, and reduce OECD GNP growth by ar¬
ound half a percentage points (See page 29.)

Inflation

The forecasts attempt to make due

allowance for the effects of expected increa¬

ses in oil and other commodity prices. The

wage rate forecasts have been constructed

according to available evidence on the in¬
fluence of past price changes, corporate

profitability, expected inflation, and labour
market conditions. But there is the risk that

wage inflation could be higher than presently
envisaged. The immediate impact of higher
wage inflation might, for a few months at
least, be to push up real growth, as income
growth initially outstripped the induced
acceleration of price inflation. But the exper¬
ience of 1973 to 1975 shows that a severe

bout of wage inflation, particularly if it is in

response to an OPEC oil price rise that is
simultaneously inflationary and deflationary,
can have a protracted longer-term effect on
the level of real activity, because firms would
be less willing and less able to invest as the

share of profits fell.

Immediate Policy Imperatives

Governments have no choice but to give

first priority to countering inflation. The
point made in last July's Economic Outlook
that higher oil prices must not be allowed to
be built into domestic wage/ price formation

has again to be emphasised. When the
balance between demand and supply in

primary product markets, particularly oil,
tips markedly in favour of primary exporters,
the result is a loss in real income to OECD

countries other than those few who are in

net balance or surplus on their primary com¬

modity trade which has to be accepted un¬
til the supply-demand balance is redressed.
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3. ADJUSTED UNEMPLOYMENT RATES IN SELECTED OECD COUNTRIES1

Per cent of ' Total Labour Force ', seasonally adjusted

Average 1978 1979
1977 1978

1964-1973 1974-1978 Qi Q2 Q3 Q4 Qi Q2 Q3

United States 4.4 6.8 6.9 5.9 6.1 5.9 5.9 5.7 5.6 5.6 5.7

1 Japan2 1.2 1.9 2.0 2.2 2.1 2.2 2.3 2.3 2.0 2.1 2.2

Germany (0.7) (3.2) (3.6) (3.5) (3.6) (3.6) (3.5) (3.4) (3.3) (3.1) (3.0)
1 France2 (2.2) 4.3 4.9 5.2 (4.7) (5.0) (5.4) (5.4) (5.6) (6.0) (6.1)

United Kingdom2 (3.1) (4.9) (6.1) (6.1) (6.3) (6.2) (6.1) (5.9) (6.0) (5.8) 5.6

Italy3 5.5 6.4 7.1 7.2 7.2 7.1 7.2 7.2 7.6 7.6 8.0

Canada 4.9 7.1 8.0 8.3 8.3 8.4 8.3 8.1 7.9 7.6 7.1

Australia 1.8 4.8 5.6 6.4 6.7 6.3 6.3 6.1 6.3 6.3 6.2

1 Finland 2.3 4.2 6.0 7.4 7.6 7.2 7.3 7.5 6.9 5.9 5.7

Norway (1.8) 1.8 1.5 1.8 1.9 1.4 2.1 2.0 2.3 2.0 1.9

1 Spain 1.8 4.9 5.5 7.3 6.9 7.0 7.5 8.0 8.5 8.4 9.1

1 Sweden 2.0 1.8 1.8 2.2 2.1 2.3 2.5 2.0 2.1 2.3 2.1

Total4 (3.0) (4.9) (5.3) (5.2) (5.2) (5.1) (5.2) (5.1) (5.1) 5.1) (5.1)

(1) Figures in brackets have been adjusted to international definitions by the OECD. Due to recent important changes introducedfor some
countries, the method used in Economic Outlook, No. 19, July 1976, will be updated in a future issue. For several countries, the adjustment
procedures and assumptions are similar to those recently introduced by the U.S. Department of Labor; minor differences may appear with the
corresponding rates computed following the U.S. concepts, due essentially to the fact that the latter refer to the 'civilian labour force'.
(2) As data were revised recently, figures may differ from those in Economic Outlook, No. 25, July 1979.
(3) Due to major changes introduced since 1977 in the Italian labour force survey, unemployment has been notably raised; the U.S. Depart¬
ment of Labor excludes from the unemployed, persons not actively having sought work in the past four weeks (about 50 per cent of the un¬
employed according to the U.S. definitions).
(4) Representing about 90 per cent of total OECD.

4. CURRENT BALANCES OF OECD COUNTRIES

$ billion; seasonally adjusted, at annual rates

1977 1978 1979 1980
1978 1979 1980

I II I II I II

United States

Japan

Germany

France

United Kingdom
Italy
Canada

-14.1

10.9

4.2

- 3.3

0.5

2.5

- 4.0

-13.9

16.5

8.8

3.9

2.0

6.4

- 4.6

- 2%

- 7%

- 1

1%

- 5%

6%

- 6

m

- 8%

- 5

- 1%

%

5%

- IVi

-20.7

20.0

7.3

3.4

0.5

6.9

- 3.9

- 7.1

13.1

10.2

4.5

3.5

5.8

- 5.4

- 1.1

- 0.9

0.5

3.5

- 7.6

7.8

- 6.0

- 4

-14%

- 2%

- %

- 3%

4%

- 6

1%

-10%

- 6%

- 2

- 1

4%

- 7%

5%

- 7

- 3%

- 1

2

6%

- 7%

Seven major countries - 3.3 19.0 -14% -13 13.4 24.7 - 3.6 -26 -21 - 5%

Other OECD countries -21.7 - 9.8 -15% -18% -10.6 - 9.1 -10.3 -20% -19 -18

Total OECD -24.8 9.1 -30 -31% 2.9 15.5 -14.0 -46% -40 -23

1 Memorandum items:

OPEC

I Other developing countries
29

-24

7

-36

65

-47

75%

-60

7

-31

7

-41

44

-43

86

-51

82

-57

69

-63

Attempts to compensate for a terms-of-trade-
induced real income loss cannot permanently

succeed until the supply of primary com¬
modities increases relative to the demand for

them. To seek to evade this through large in¬
creases in nominal incomes will add to infla¬

tion but will not restore real national income.

The exact scope for wage increases will
differ from country to country, depending on

the existing current external account and the

distribution of income between wages,

profits, and the government sector. Even in

countries where the production of primary
commodities, including oil, is important, the

internal redistributive implications of a

change in the relative price of commodities
have to be accepted or changed by policy if

the consequences are deemed inappropriate.

What is essential is that, in each country, it

should be appreciated which elements of real

income loss cannot be redressed. Many smal¬

ler OECD economies have regularly been ex¬

periencing substantial swings in their terms

of trade. Some of them have been reasonably

successful in dealing equitably with the

redistributive implications, and in accepting

the losses in some years and gains in others

which can and should properly be reflected in

real incomes. The problem has now to be
faced by all OECD economies, not least the
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larger ones which, until 1973, were largely
immune from substantial terms-of-trade

changes.

Failure to accept the level of real income

that OECD economies can provide will raise
inflation, not real income. And if inflation

cannot be contained by acceptance of the

economic realities by the various groups in

society, governments will have no choice but

to rely heavily on restriction of aggregate de¬

mand. This is a costly policy in terms of

foregone GNP but governments have made it
clear that, to the extent that consensus can¬

not be reached by other means, they realise
that stiff demand restraint will have to be

observed. Economic conditions today seem

hardly to permit a " growth with inflation"

approach. It is increasingly accepted that

countries must get inflation down if they are

to improve their chances of restoring

satisfactory performance in respect of

growth and employment.

The course of inflation, unemployment

and growth will be critically dependent on

developments in the oil market. At present,

the OECD area is highly vulnerable to even

small disruptions to oil supply, not so much

because of the likely physical effects on

production, but because of the deflationary
effects stemming from increased OPEC sur¬

pluses, the inflationary effects stemming from

higher oil prices, and the ripple effects that

these produce throughout the world

economy. It has to be recognised that OPEC

supply can be highly inelastic, at least in the

short run, even in the face of substantial price

increases. If some suitable way could be

found of substantially eliminating the adverse

macroeconomic consequences of a short-run

supply problem, the prospects for 1980 and
1981 could be somewhat less fragile. The
main measures now available to OECD

governments are those which reduce the de¬

mand for oil and oil imports. An essential

minimum is for individual countries, within

the context of international agreements, to

meet their obligations on limiting oil imports

in 1980 and to be ready to take co-operative

action swiftly and rigorously to alleviate the

consequences of any new short-term reduc¬

tion in supply. It was in large part the

absence of such action that was responsible

for the large rise in prices seen in 1979.

Arrangements to ensure that a moderate

temporary reduction in supply does not set in
chain a new thrust of demand deflation and

price inflation would seem to be an important
addition to the arsenal of short-term in¬

struments available to OECD governments.

Lines ofFuture Action

Inflation and the energy problem are so in¬

tense that governments have to concentrate
much of their attention on immediate

difficulties, using the tools they have to hand.

But they have also to design a balanced

approach for the years ahead, geared to

lifting constraints on growth and increasing
the room in which they can manoeuvre. It

may be commonplace to suggest that the

main needs are for policy formulation in a

longer-term perspective, a greater diversity of
instruments, and closer international co¬

operation. But the present situation and the

manner in which governments have been

constrained to respond to it underline the im¬

portance of the needs. The way the second

oil crisis has hit OECD countries in 1979, for

example, is the result of inadequate medium-

term energy policies over the preceding five

years. The paucity of instruments available is

indicated by the overwhelming extent to

which governments have had to respond to

supply-side shocks by restricting aggregate
demand. And the recent international rises in

interest rates and in the market price of oil

might each have been moderated or at

least have taken place in a way more con¬
ducive to the maintenance of business con¬

fidence with more intensive international

co-operation.

A wide range of policies is needed to

reduce domestically generated and imported

inflation and to secure adequate investment

and GNP growth. Clearly, when there is ex¬

cess demand for energy, other primary com¬
modities or labour, there is no short-term

alternative to reduction of demand, though

the extent to which this by itself can restore

acceptable price stability may vary greatly

from one country to another. In addition to
the fact that sole reliance on demand restric¬

tion to reduce inflation is liable to be very
costly, continuous restriction can have
adverse effects on the medium-term

prospects for non-inflationary growth if it

depresses investment and, therefore, future

productivity. An important extension of this

observation is that slow growth of aggregate

demand can as in the period following

1973 jeopardise medium-term growth

possibilities by obscuring the apparent need

to conserve energy or develop alternative

sources of supply, thus rendering the OECD

economy particularly vulnerable to subse¬

quent relatively small losses of oil imports.

Thus, while firm control over the growth

of aggregate demand is essential,

governments need to guard vigilantly against

drifting into a low-growth trap. Continued

attempts to moderate wage and price setting

behaviour by improving social consensus and

public appreciation of the scope for real in¬

come increases may not be crowned by in¬

stant success but have a sufficiently high

potential pay-off to make perseverance

worthwhile. And a variety of policies

operating on the supply side of the economy

may be needed to reinforce the stabilising

effects of strict demand management and

efforts to influence income determination

more directly.

Aggregate demand

In the United States, given rapid inflation,

slow productivity growth and relatively low

unemployment, there seems a clear call for

very strict demand management policy. This

may well push the economy into recession, at

least for some quarters, after a long-lived

boom but could materially weaken inflation¬

ary expectations. In other countries a key

consideration must be to avoid a significant

pass-through of higher oil prices into nominal

incomes, and in many of them domestic
sources of inflation need to be contained. In

countries where an important degree of

success in combatting inflation has already

been achieved and where the coming wage

round turns out satisfactorily, however, it

should be possible for policy to maintain or

restore satisfactory growth rates and high

employment. At the least, a fiscal stance that
was neutral in demand terms would seem

desirable in such cases, with appropriate

steps being taken to offset the deflationary

effects of fiscal drag where it is important.

Where relaxation proves possible, business

fixed investment might receive favourable
treatment.

Monetary policy needs at present to

remain closely keyed to the requirements of

fighting inflation. Since the beginning of

1979, and more particularly during the

summer and autumn months, there has been

a generalised tendency towards tighter

monetary conditions. Although this has in

part reflected unexpectedly strong credit de¬

mand, the tightening has been largely policy-

induced. This has been widely motivated by

the need to contain domestic inflationary

pressures. Elsewhere an additional con¬

sideration, certainly as regards the timing of

the rises, has apparently been a desire to

avoid giving a further depreciation-induced

upward boost to import prices, already

substantially raised by higher oil prices. By

and large, the increases in interest rates

which have occurred so far may not have
done much more than offset the acceleration

in consumer prices; "real" interest rates, on

a simple definition of that concept, may have
risen little. Given the extent of the external

impulse to inflation provided by the oil

shock, countries would probably be well

advised to maintain the targets for monetary

aggregates which seemed appropriate prior

to the shock, implying a somewhat less

accommodating stance than would have been

the case had the oil price not risen. To
maintain the same money supply target when

inflationary pressure becomes stronger im¬

plies some rise in interest rates. Given the un¬

certainties and the dangers, monetary

authorities, in the very short term, will
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probably prefer to err on the side of raising
interest rates more rather than less,

particularly if they judge that a marked rise

for a limited period can help shake out

speculative positions and improve ex¬

pectations. But it will be important to

observe the logic of this strategy in both

directions if demand restraint is not seriously

to overshoot: some easing of interest rates

will be called for if the monetary aggregates

begin to fall below the target ranges.

Positive adjustment

Strategies which usefully affect the supply

side are often politically unpopular, and

where they have political appeal this is often

because they seek to hold back the tide of

structural change for short-term sectoral

advantage. But today, perhaps more than at

most other moments in the history of in¬
dustrial democracies, the need to

accommodate the forces making for

structural change on the supply side is

powerful. Sharp changes in the relative price

of energy and energy products, together with

changing patterns of supply which

particularly involve the newly-industrialising
countries, confront OECD countries with a

need to adjust. Failure to do so in an

appropriate manner will result either in in¬

creasing difficulty for sectors experiencing
relatively declining demand, or in the need

for increasing subsidies or more direct

protection. Either way, not adapting to

changing circumstances imposes an
economic cost. The fact that OECD

economies are now afflicted, on a broader

front than previously, with serious problems

related to inflation, energy, labour markets,

productivity and investment, underlines the

need for imaginative identification of

appropriate policy instruments and their

determined use. Specific instruments have to

be so designed as to fit in with

macroeconomic needs. It is easy to over¬

burden an economy with a proliferation of

government regulations, prohibitions, in¬

centives, requirements and standards which,

to meet specific ends, simultaneously work

against well-functioning markets, efficient

allocation of resources, appropriate invest¬

ment in capacity creation and the mobility of

labour. But it should be possible to devise
instruments that achieve their desired aim in

concert with market forces and with broad

macroeconomic objectives.

Support for industry, for example, should
be confined to those industries which are

likely to be viable in the medium term, and

are in difficulty only because of the cyclical

condition of the economy. Given the prevail¬

ing force of inflationary pressure, actions

which push up prices in sensitive sectors like
textiles and steel must be considered a

particularly self-defeating way of seeking to

protect employment levels, because they
directly aggravate the inflation that underlies

the weak prospects for economic activity.
But effective implementation of the OECD's

Orientations for a shift towards more positive
adjustment policies could greatly increase the

possibility of controlling inflation and, in due

course, reduce the extent to which stabilisa¬

tion policy has to rely on restrictive demand

management. Measures affecting the labour

market, similarly, must not be allowed to run

counter to macroeconomic requirements.

Moves which seek, for example, to alleviate

the employment consequences of slow

growth by accelerating the progress towards

a shorter working week have to be looked on

with great caution. Their inflationary

dangers may be considerable, and would in

no way be obviated by an internationally co¬

ordinated approach to work-sharing. A more

positive direction in which governments

could seek progress is in making labour

markets more flexible, reducing the rigidity of

wage structures and removing any un¬

necessary barriers to part-time employment.

Investment

The control of inflation, and the

achievement of a more satisfactory growth of

productivity, real income and future job-

openings, could be enhanced by measures

aimed specifically at raising net investment.
The fundamental determinants of fixed in¬

vestment are profitability and capacity

utilisation or sales. But in a period when

these determinants may inevitably be

depressed by restrictive demand manage¬

ment, it seems important to attempt to

minimise the adverse longer-run effects of

low investment on productivity and growth.

It might be appropriate to consider, possibly
on a quite substantial scale in some

countries, the stimulus to capital expenditure

that could be given by investment grants or

allowances, reductions in corporation tax,

changed accounting practices for the valua¬
tion of fixed assets or inventories, and the

provision of easier access to finance,

especially perhaps for small firms. Exper¬

ience with schemes to encourage investment

has been mixed, possibly because in many
cases subsidies or other incentives have been

absorbed by investment expenditure that
would anyway have been undertaken. One

possibility might be to consider incentives

which conferred a substantial cost advantage

on the recipient firms, but were dispensed
only to those which demonstrably expanded
their net productive capacity. If measures
along such lines proved workable, the
prospect of being able to undersell com¬

petitors might by itself constitute a powerful
incentive to firms to invest, with considera¬

tion of the likely growth of sales in the im¬

mediate future taking second place.

Energy

The events of 1979 brought home force¬

fully the urgent need for more drastic action

than seen over the past six years to solve the

energy problem. The fact that the problem
can only be solved progressively over a per¬
iod of years is an argument for putting the
necessary policies in place fast, rather than

gradually. In the absence of such policies,
prospects for sustained growth and the con¬

trol of inflation are poor, because supplies of
oil over the medium and longer term can
already be seen, even on optimistic

assumptions, to be inadequate to support a
satisfactory rate of expansion if OECD

countries continue to rely on them so heavily,
and consume then so freely, as they have in
the past. Events in 1979 have also brought
home the extent to which, in the very short
term, the world economy risks being thrown
off course by developments in the oil market.
If OECD countries the main consumers of

oil are not better prepared than they
proved to be in 1979 to cope with short-term
supply problems, the macroeconomic effects

risk being extremely damaging. Indeed, if the
events of 1979 were repeated in the near
future, it is doubtful whether a serious and

perhaps lengthy recession could be avoided.

There seems general agreement that it

would be unnecessarily wasteful of resources

to close a potential gap between the supply
and demand for oil by restricting the growth
of aggregate demand below the rates

desirable and sustainable on grounds other
than energy availability. The appropriate
attitude is to reconcile continuing growth
with better balance in the energy markets by
policies which lower energy use per unit of

GNP (conservation) and encourage
switching to other forms of energy. Work
carried out in the OECD confirms the fea¬

sibility of such an approach and suggests
that the policies it implies are most likely to
be effective on a sustainable basis if they de¬
pend importantly on the price mechanism.

At a minimum, energy policies should

allow the higher international price of energy
to be passed through to final users; and since

the medium-term trend of the relative price of
energy appears to be clearly upward, some

governments may wish to provide even

clearer market signals to economic agents by
enacting policies which anticipate part of the

future price-rise. Individual countries may
also wish to adopt energy policy measures
which go beyond reliance on market forces;

these will normally be more effective if they
complement, rather than hamper, the
workings of the price mechanism. What
above all is essential is that countries should

pursue their chosen energy policies with con¬
tinuing determination, rather than as an in¬

termittent response to external shocks.
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IEA COUNTRIES

SET IMPORT CEILINGS
FOR 1980 AND 1985

The 20 countries belonging to the International Energy

Agency (1) have agreed for the first time on country-by-

country ceilings on their oil imports. Meeting at ministerial
level on December 10, the lEA's Governing Board set targets for
both 1980 and 1985.

The 1980 overall figure of 23.1 mbd (excluding bunkers) is

apportioned by country in accordance with chart A. The figures for

the seven largest OECD countries are those already agreed at the

Tokyo summit meeting; EEC members set their contributions early

in December. This level of imports is virtually a "no growth"

figure over estimated 1 979 imports as is also shown in the chart.

As to 1985, the group objective set in 1977 of 26 million

barrels a day (excluding bunkers) has been revised downwards to
24.6 mbd. (2)

IEA countries have agreed not only to accept these targets but

also to have the actual outturn closely monitored, first to make

sure that the goals are attained and second to readjust them in

the light of what actually happens to supply.

The monitoring will have "teeth" since the IEA Governing

Board will suggest corrective measures to countries which are not

meeting their targets. Specific provision is also made for changing

the targets, in accordance with "equitable burden sharing".

Criteria are being set up for establishing new figures:

performance in connection with the 12 IEA principles on

energy policy

economic growth and structure

a country's development needs

consumption and price of energy and changes in these

opportunities for conservation, fuel switching and indigenous

production.

The first round of monitoring will be carried out by Ministers

who will meet again in the first quarter of 1980. After that, the
1980 reviews will be carried out quarterly, normally by lEA's

Governing Board.

Since the 1 980 target together with estimated demand for the

rest of the world exceeds by 1 -2 mbd estimated 1 979 production

figures (31.3 mbd for OPEC) and since a number of producers
have announced their wish to reduce production in 1980, it

seems likely that the targets will in fact have to be readjusted

downwards though, as Charles Duncan, Energy Secretary of the

United States, observed at a press conference following the

ministerial meeting "the only certain thing about 1 980 is the un¬

certainty of 1 980. " " It is not the numbers that matter, however, it

is the process," he added.

"The importance of this agreement is that it is the first step

towards a better and more coordinated handling of oil supply

(1) Among OECD countries, Finland, France, Iceland and Portugal are
not members of the IEA.

(2) The earlier target did not include Australia which joined the IEA in
1979; thus the reduction amounts to 1.7 mbd.

shortfalls of between 0 and 7 per cent", explains Ulf Lantzke, Ex¬

ecutive Director of the IEA. "We know what to do when supplies
are cut by 7 per cent since we have an emergency plan for alloca¬
tion of supplies and demand restraint, but

the problem has been what to do

below this figure. This gives
us a framework for im¬

proving the actual

figures. It
is a

\

A .NET

OIL

IMPORTS

AND

TARGETS (Mtoe)

Country 1978 19792 1980 1985

Australia 8.9 10.3 13.5 17.0

Austria 10.3 11.2 11.5 13.5

Belgium 26.1 28.0 30.0 31.0

Canada 11.2 7.9 7.4 29.4

Denmark 16.9 16.2 16.5 11.0

Germany 141.1 149.1 143.0 141.0

Greece 12.0 13.3 14.8 16.5

Ireland 6.2 6.5 6.5 8.0

Italy 94.4 98.7 103.5 124.0

Japan 260.1 265.5 265.3 308.7

Luxembourg 1.5 1.4 1.5 2.0

Netherlands 35.6 40.9 42.0 49.0

New Zealand 3.8 5.0 4.2 4.4

Norway* - 8.7 -10.2 -15.5 -18.3

Spain 47.6 49.7 51.0 52.9

Sweden 26.5 29.8 29.9 29.0

Switzerland 14.3 14.0 14.0 14.5

Turkey 13.6 16.6 17.0 25.0

United Kingdom* 41.5 19.6 12.0 - 5.0

United States and

Territories 414.5 414.1 437.2 436.0

IEA Total

Bunkers

1,177.4 1,187.6 1,205.3 1,289.6

72.3 71.6 70.0 80.0

Total less

Bunkers 1,105.1 1,116.0 1,135.3 1,209.6

V
(1) Converted at 7.45 barrels per ton divided by 366 days since

1980 is a leap year.

(2) Estimated as of November 30, 1 979.

* The minus sign means there are net exports.
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mechanism to adjust oil demand to our projected level of what

supply will be."

"As we move through the transition to final depletion of a finite

resource", noted U.S. Energy Secretary Duncan, "we can ratchet

down on an orderly basis or else we can compete with each other

via rising oil prices. "

Changes in the Oil Market

"1979 was rather more characterised by competition than we

should have liked," says Dr. Lantzke. Imports for the IEA as a

whole were down only 1.4 per cent over projections and up

slightly (0.1 per cent) over the 1978 level. Attention focused on
the spot market, where it is estimated that some 10-20 per cent
of oil traded internationally was bought and sold as against a

"normal" 3-5 per cent (most of it crude oil rather than products
as before). And indeed prices on this market (which is not in any
one location but a worldwide network of phone calls, traders,

tankers, refineries and storage) have led the upward pull in prices,
rising to $45 a barrel. The spot prices reflected the structural up¬
heavals that took place in the oil market:

The diminishing share in oil production taken by the major
international oil companies has meant that the majors have been

obliged to supplement their contract purchases with spot market
purchases. It has also meant that they cut sales to third parties
(i.e. sales to clients other than their affiliates) who have also been

obliged to purchase on the spot markets.
The counterpart of the diminishing role of the majors is the rise

of state-to-state trading, now thought to have increased by 2 mil¬
lion barrels a day from 1 978. State trading has expanded not only
in consuming countries where it is traditional (France, Italy, Spain,
Greece) but also in countries where it is not (Sweden, Belgium,

Ireland). Some state-to-state transactions have taken place on

the spot market or at spot-related prices.
The increased number of participants in the oil market (40 in

Iran, for example, as against 10 before). "There is still the es¬
tablished oil industry," says Joachim Koenig, Head of lEA's
Emergency Allocation Systems, "but newcomers include traders

some set up by producing countries to play the spot market
large consumers, financial speculators as well as governments or

B. OIL STOCKS

OF IEA COUNTRIES
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Import ceilings of 23.1 mbd have been agreed for 1.980.

government-owned companies. At the moment anybody can
trade in oil; nobody needs a licence." The increased number of

participants in the oil market has stimulated the increase in spot
prices. One cargo may change hands many times in the course of
a journey around the Cape or through Suez.

The spot market has also been the main theatre for competitive

stock-building. Stocks have been built up to all-time record levels

(see chart B) and much of it was paid for at spot market prices.

Alongside the traditional spot market, a number of techniques

for procuring spot-related prices have grown up: "key money"

paid by oil companies to ensure longer term contracts, additional

higher priced purchases made as a condition for getting a con¬

tract, producers taking the proceeds of participation in the form of

oil and selling it back to the companies at spot-related prices.

Contracts are also getting shorter. "If this continues," says Koe¬

nig, "one may well see the auction of oil in the major producing

centres a few years from now."

"But the spot market," adds Ian Torrens, head of lEA's Oil In¬

dustry Division, "though much in the public eye, is only a very

prominent symptom of the underlying demand and supply im¬
balance and nervousness in the market. As soon as we can correct
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0/7 stocks are at all-time record levels (left). As the major oil companies' share of the oil market declines, state-to-state trading has
increased. Above, a truck of the state-owned Swedish Petroleum Company created in 1975.

the imbalance by adjusting consumption to supply, we would ex¬

pect the spot market to return to its usual role of correcting sur¬
pluses and deficits in specific sectors of the market. In the

meantime, we must monitor the spot market very closely to make

sure it is not abused by certain fringe participants."

Information and Action

As a result of the Ministerial meeting, IEA will be looking into
the changing oil market and how to reduce the pressures on it.

First, Ministers agreed on the necessity of getting more informa¬
tion on the market.

Already, as a result of a Tokyo Summit decision, a transaction
registration system was put into effect in November. Under this

system, every importer of crude oil into an IEA country must

report, cargo-by-cargo, his imports of each of 20 "streams" of

crude oil (including Mexican oil and oil from the USSR), where it
was bought, the country where it was produced, its cif price (and
fob where known), whether it is an affiliate or non-affiliate trans¬

action and whether or not it is purchased under a continuing
supply arrangement. This gives governments much more data
than they have had before; in addition, the figures will be

aggregated by each government and transmitted to IEA every

month so as to provide a complete record of prices actually being
paid in both single transactions and under term contracts. (3) In
the months to come, IEA will be looking into the possibilities of
extending this system to the products market.

Over the next months I EA will also be looking into the feasibility
of a system of registration for entities trading oil into or out of IEA
countries so as to identify the participants in the oil market and of

developing a code of conduct for their desired behaviour. Finally,
they will be looking into possible measures to "cool off" oil
markets under overheated trading conditions.

As to stocks, heretofore IEA has mainly been concerned with
encouraging adequate levels. (The target is 90 days of import
supply by 1 January 1980, but actual stocks are higher.) Now
there is increasing concern with controlling competition in stock-
building. In a first step, decided upon by the Ministers, the I EA will
seek to develop more information about stocks (at sea, in bonded
areas, in the hands of consumers) and to set up a system of con¬
sultation on stock policies among governments and between
governments and oil companies.

13) An average price for each crude stream will be given. In addition,
total imports will be divided into volume "deciles " according to price,
and "masked" maximum and minimum prices will be given.
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New OECE)
Publications

"OECD ECONOMIC Surveys".
1980 Series:

Detailed annual surveys of trends

and prospects for each OECD

country.

UNITED STATES (November

1979)

1108002 11 ISBN 92-64-12007-6 1 00 pages

Each issue 	 £1.60 US$3.50 FI4.00

ISSN 0376-6438 Subscription
£26.60 US$60.00 F240,00

OECD ECONOMIC OUTLOOK

No. 26 (December 1979)

Assesses likely domestic and in¬

ternational developments in the

coming year in the OECD area as
well as individual Member

countries.

112 79 26 II ISBN 92-64-12013-0

152 pages 	 £3.90 US$8.00 F32.00
ISSN 0474-5574 1980 Subscription IJuly and
December! .... £7.80 US$17.50 F70.00

INTERNATIONAL INVESTMENT

AND MULTINATIONAL ENTER¬

PRISES - Revised Edition 1979

(January 1980)
Revised edition of the OECD

Declaration and Decision on In¬

ternational Investment and Mul¬

tinational Enterprises (originally
published in 1976) dealing with
guidelines for multinational

enterprises, national treatment for

firms under foreign control and
co-operation in matters relating
to the use of international invest¬

ment incentives and dis¬

incentives. Reflects the changes
resulting from the review of these
instruments by the OECD Council

meeting at Ministerial level on
13th-14th June 1979 which has

been published separately.
1218001 11 ISBN 92-64-12023-8

32 pages 	 £ 1.30 US$3.00 F12.00

ANNUAL REPORTS ON COMPE¬

TITION POLICY IN OECD MEM¬

BER COUNTRIES, No.2/1979

(December 1979) "Document"

Series

Describes recent competition
policy developments, new
enactments and the enforcement

of existing antitrust legislation in
Australia, Canada, Germany,
Japan, Norway, Sweden, Switzer¬

land, the United Kingdom and the
European Communities.
124 79 11 II ISBN 92-64-12009-2

134 pages 	 £4.20 US$9.50 F38.00

FINANCIAL MARKET TRENDS

No. 11 (October 1979)
127 79 04 11 120 pages

No. 12 (December 1979)
127 79 05 1 1 66 pages
Each issue 	 £3.40 US$7.00 F28.00

ISSN 0378-651X Subscription 1980
£14.60 US$30.00 F 1 20,00

DEVELOPMENT CO-OPERATION

Efforts and policies of the Mem¬

bers of the Development Assis¬
tance Committee. 1979 Review.

Report by John P. Lewis, Chair¬

man of the Development Assis¬
tance Committee (December

1979)

Annual report of the Chairman of

the Development Assistance

Committee containing aid
statistics, reflecting recent Com¬

mittee work, and featuring the
new Chairman's view on North-

South trade and non-

concessional transfers, and on aid

to low-income countries.

1437902 11 ISBN92-64-12019-X

292 pages 	 £8.40 US$19.00 F76.00

"Development Centre Studies":

EVALUATING CENSUS RE¬

SPONSE ERRORS. A Case Study
for the Gambia, by M.A. Gibril
(November 1979) "Document"

Series

An analysis of tape-recorded in¬

terviews taken during the 1973
Population Census of the Gambia

to identify the nature and fre¬

quency of response errors that

concludes with practical

suggestions as to their reduction
and avoidance.

141 79 05 II ISBN 92-64-1 1983-3

100 pages 	 £2.40 US$5.50 F22.00

THE ROLE OF INDUSTRIAL IN¬

CENTIVES IN REGIONAL DEVEL¬

OPMENT (January 1980) "Docu¬
ment" Series

Financial incentives to firms to

encourage industrial development
in selected locations play a fun¬

damental role in regional policy.

The report analyses Government

incentive systems and criteria for

project assistance in nineteen
OECD countries.

(70 79 01 II ISBN 92-64-12003-3

94 pages 	 £2.40 US$5.50 F22.00

THE MANAGEMENTOF PUBLIC¬

LY OWNED LAND IN URBAN

AREAS (January 1980) "Docu¬
ment" Series

Based on experience in numerous

OECD countries, this report
shows how new uses for vacant

and under-utilised publicly owned
land can help cities in their efforts

to revitalize deteriorating areas
and improve the quality of life.
197 79 09 11 ISBN 92-64-12008-4

150 pages 	 £4.00 US$9.00 F36.00

DISADVANTAGED GROUPS ON

THE LABOUR MARKET AND

MEASURES TO ASSIST THEM

(December 1979) "Document"

Series

Examines the impact of the reces¬

sion on people who are least able

to protect themselves from un¬

employment because they are
less competitive than others in

finding and retaining a job.
181 79 09 II ISBN 92-64-12012-2

70 pages 	 £2.00 US$4.50 F18.00

SOCIO-ECONOMIC POLICIES

FOR THE ELDERLY (November

1979) "Document" Series

Main issues regarding the elderly:
employment of older workers, ad¬

justment to the retirement age,

social participation of the aged.
181 79 06 1) ISBN 92-64-12002-5

1 70 pages 	 £4.20 US$9.50 F38.00

TECHNOLOGY ON TRIAL: PUB¬

LIC PARTICIPATION IN DECI¬

SION-MAKING RELATED TO

SCIENCE AND TECHNOLOGY

(December 1979)

Analyses the emergence of
participatory phenomena in
OECD countries and examines

Member Government responses
to demands and needs for increa¬

sed public participation in

science- and technology-related
public policy areas.
192 79 02 II ISBN 92-64-11936-1

124 pages 	 £3.10 US$7.00 F28.00

"Reviews of National Policies

for Education ":

EDUCATION POLICIES IN PER¬

SPECTIVE. An Appraisal (Decem¬
ber 1979)

An evaluation of the OECD exper¬

iences of reviewing national
educational policies in Member

countries. Surveys major

educational developments and

central issues during the last

twenty years.
191 7908 1 ) ISBN 92-64-1 201 7 -3

78 pages 	 £2.70 US$6.00 F24.00

CERI:

EDUCATIONAL FINANCING

AND POLICY GOALS FOR PRI¬

MARY SCHOOLS. General Report
(November 1979) "Document"

Series

Analyses the relationship bet¬

ween certain major policy goals

and the means of financing them
in ten OECD countries.

196 79 06 11 ISBN 92-64-12004-1

72 pages 	 £2.40 US$5.50 F22.00

SCHOOL-BASED CURRICULUM

DEVELOPMENT

(November 1979)

Examines one strategy for change

in education. Discusses its es¬

sential prerequisites and conse¬

quences inside and outside the
school.

196 79 05 11 ISBN 92-64-1 1985-X

284 pages 	 £5.30 US$12.00 F48.00

"Road Research ":

TRANSPORT SERVICES IN

LOW-DENSITY AREAS (Decem¬

ber 1979)

Deals with the social objectives

assigned to public transport, the
framework for adequate co¬
ordination and the overall

problem of evaluating transport
schemes for low-density areas.
177 79 02 1 ) ISBN 92-64-1 1987 -6

100 pages 	 £3.80 US$8.50 F34.00

ECMT:

TRANSPORT AND THE ACTIV¬

ITY OF THE CONFERENCE. 25th

Annual Report - 1978

Volume I (November 1979)
1757904 11 ISBN 92-821-1057-5

128 pages 	 £4.00 US$9.00 F36.00

CSNIISOARNo. 1:

NUCLEAR AEROSOLS IN REAC¬

TOR SAFETY. A State-of-the-Art

Report by a Group of Experts of
the NEA Committee on Safety
of Nuclear Installations. June

1979 (November 1979) "Do¬

cument" Series

From the nuclear safety point of
view it is essential to know the

potential production and
behaviour of radioactive material

which might be released during

accidents. This report covers the

production and release process

for radioactive particles and

aerosols inside power reactors

and reviews computer techniques

used to assess their significance.
166 79 08 11 ISBN 92-64-1 1977-9

266 pages .... £8.30 US$18.75 F75.00

INTERNATIONAL STANDARD¬

ISATION OF FRUIT AND VEGE¬

TABLES: PEACHES (Revision)

(November 1979)
151 79 09 31 ISBN 92-64-01994-4

40 pages, bit . . £4.00 US$9.00 F36.00

Statistics:

OECD FINANCIAL STATISTICS

No. 13 - Tome I - Tables (De¬

cember 1979)

120 79 10 31 854 pages, bilingual
The 2 volumes £22.20 US$50.00 F200.00

ISSN 0304-3371 Subscription
£42.00 US$95.00 F380.00

QUARTERLY OIL STATISTICS.

Second quarter 1979.
No. 3/1979 (November 1979)
160 79 03 31 290 pages, bilingual
Each issue .... £4.90 US$10.00 F40.00

ISSN 0378-6536. 1979 Subscription
£14.60 US$30.00 F 120,00

REVENUE STATISTICS OF OECD

MEMBER COUNTRIES, 1965-

1978 (September 1979)
Comparable data on tax revenues

for the years 1 965-1 978, as well

as an analysis of trends in tax
levels and structures. An annex

provides a breakdown of the

receipts by levels of governments
for the years 1973-1976.
123 79 02 31 ISBN 92-64-01959-6

238 pages, bilingual £ 7. 60 US$ 1 7.00 F68.00

38



Where to obtain OECD Publications
ARGENTINA

Carlos Hirsch S.R.L.,

Florida 165, 4° Piso

(Galena Guemes) 1333 Buenos Aires
Tel. 33-1787-2391 Y 30-7122

AUSTRALIA

Australia and NewZealand Book Co. Pty. Ltd.,
23 Cross St., (P.O.B. 459)
Brookvale, New South Wales, 2100

Tel. 938.22.44

AUSTRIA

Gerold& Co., Graben 31, Wien I.
Tel. 52.22.35

BELGIUM

LCLS

44 rue Otlet, B-1070 Bruxelles.

Tel. 02-521 28 13

BRAZIL

Mestre Jou S.A.,

Rua Guaipâ 518, Caixa Postal 24090,
05089 Sao Paulo 10. Tel. 261.1920.

Rua Senador Dantas 19 s/205-6

Rio-de-Janeiro - GB. Tel. 232.07.32

CANADA

Renouf Publishing Company Limited,
2182 St. Catherine Street West,

Montreal, Quebec H3H 1M7.
Tel. (514)937.3519

DENMARK

M unksgaards B oghandel,
Norregade 6. DK-1165 Copenhagen K.

Tel. (01) 12.85.70

FINLAND

Akateeminen Kirjakauppa.
Keskuskatu 1. 00100 Helsinki 10.

Tel. 65-11-22

FRANCE

Bureau des publications de l'OCDE,
2 rue André-Pascal, F75775 Paris Cedex 16

Tel. (1)524 81.67

Principal correspondant :
Librairie de l'Université,

13602 Aix-en-Provence. Tel. (42)26.18.08

GERMANY

OECD Publications and Information Centre

4 Simrockstrasse

5300 Bonn Tel. 21.60.46

GREECE

Librairie KaufTmann.

28 rue du Stade. Athens 132,
Tel. 322.21.60

HONG KONG

Government Information Services,

Sales and Publications Office,

Beaconsfield House, 1st floor,

Queen's Road. Central. Tel. 5-233191

ICELAND

Snaebjôrn J6nsson& Co., h.f,
Hafnarstraeti 4 and 9,

P.O.B. 1131 - Reykjavik.
Tel. 13133/14281/11936

INDIA

Oxford Book and Stationery Co.
Scindia House, New Delhi I. Tel 45896.

17 Park Street, Calcutta Tel. 240832

ITALY

Libreria Commissionaria Sansoni,

Via Lamarmora 45, 50121 Firenze.

Tel. 579751/2/3

Via Bartolini 29. 20155 Milano,

Tel. 365083

Sub-depositari:
Editrice e Libreria Herder,

Piazza Montecitorio 120, 00186 Roma.

Tel. 674628

Libreria Hoepli
Via Hoepli 5, 20121 Milano. Tel. 865446
Libreria Lattes

Via Garibaldi 3. 10122 Torino. Tel. 519274

La diffusione delle edizioni OCSE è inoltre

assicurata dalle migliori librerie nelle città più
importanti.

JAPAN

OECD Publications and Information Center,

Akasaka Park Building,
2-3-4 Akasaka. Minato-ku

Tokyo 107. Tel. 586-2016

KOREA

P an K orea B ook C orporation
P.O. Box N° 101 Kwangwhamun, Seoul

Tel. 72.7369

LEBANON

Documenta Scientifica/Redico,

Edison Building, Bliss Street,
P.O. Box 5641. Beirut.

Tel. 354429-344425

MALAYSIA

University of Malaya Co-operative Bookshop
Ltd..

P.O. Box 1 127. Jalan Pantai Baru

Kuala Lumpur Tel. 51425, 54058, 54361

THE NETHERLANDS

Staatsuitgeverij
Verzendboekhandel

Chr. Plantijnstraat
'S-Gravenhage :

Voor bestelligen :

Tel. 070-789911

Tel. 070-789208

NEWZEALAND

The Publications Manager,
Government Printing Office,
Wellington: Mulgrave Street (Private Bag),
World Trade Centre. Cubacade, Cuba Street,

Rutherford House. Lambton Quay.
Tel. 737.320

Auckland : Rutland Street (P.O. Box 5344),
Tel. 32.919

Christchurch: 130 Oxford Tee (Private Bag)
Tel. 50.331

Hamilton: Barton Street (P.O. Box 857)
Tel. 80.103

Dunedin: T. & G. Building, Princes Street
(P.O. Box 1104). Tel. 78.294

NORWAY

J.G. Tanum A/S,

Karl Johansgate 41/43, Oslo 1.
Tel. (02) 801260

PAKISTAN

MirzaBook Agency,
65 Shahrah Quaid-E-Azam, Lahore 3.

Tel. 66839

PORTUGAL

Livraria Portugal,
Rua do Carmo 70-74, 1 17 Lisboa Codex.

Tel. 360582/3

SPAIN

Mundi-Prensa Libros, S.A.,

Castellb 37, Apartado 1223, Madrid 1.
Tel. 275.46.55/276.02.53

Libreria Bastinos de José Bosch,

Pelayo 52, Barcelona 1. Tel. 222.06.00

SWEDEN

AB CE Fritzes Kungl Hovbokhandel,

Box 16356, S 103 27 STH, Regeringsgatan 12
DS Stockholm. Tel. 08/23.89.00

SWITZERLAND

Librairie Payot,
6 rue Grenus, 1211 Genève 11.

Tel. 022-31.89.50

TAIWAN

National Book Company,
84-5 Sing Sung Rd., Sec. 3,
Taipei 107.

THAILAND

Suksit Siam Co., Ltd.

1715 Rama IV Rd.

Samyam Bangkok 5.

Tel. 321.0698

Tel. 2511630

UNITED KINGDOM and

CROWN COLONIES

H.M. Stationery Office
P.O. Box 569, London SE1 9HN,

Tel. 01.928.6977, Ext. 410
or

49 High Holborn

London WC IV 6HB (personal callers)
Branches at: Belfast, Birmingham,
Bristol, Cardiff, Edinburgh. Manchester.

UNITED STATES

OECD Publications and Information Center,

Suite 1207. 1750 Pennsylvania Ave, N.W.
Washington, D.C. 20006.

Tel. (202)724.1857

VENEZUELA

Libreria del Este,

Avda F. Miranda 52, Aptdo. 60337, Edificio
Galipan, Caracas 106.

Tel. 32.23.01/33.26.04/33.24.73

YUGOSLAVIA

JugoslovenskaKnjiga, Terazije 27,
P.O.B. 36. Beograd. Tel. 621.992

Orders and inquiries from countries where
Sales Agents have not yet been appointed
should be sent to OECD Publications Office.

2 rue André-Pascal. F 75775 Paris CEDEX 16.

Director : Maurice J acomet Printed in France



Organisation for Economie Co-operation and Development

Member Countries

Australia

Austria

Belgium
Canada

Denmark

Finland

France

Germany
Greece

Iceland

Ireland

Italy

Japan

Luxembourg
Netherlands

New Zealand

Norway J
Portugal

Spain
Sweden

Switzerland

Turkey

United Kingdom
United States

Special Status Country :

Yugoslavia

ISSN 0029-7054


