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North-South

Technology Transfer :

The Adjustments Ahead

The transfer of technology to developing countries, currently being discussed in both national and international

circles, is a highly controversial topic. The return or "feedback" effects of transfers on industrialised countries

are often dramatised by politicians and spokesmen of specific interest groups such as labour and business. It is

easy to blame local unemployment problems and commercial failures on imports from the Third World since the

negative consequences of technology transfer are localised and easily identified: positive effects are more

dispersed and longer term and often less visible. Yet the reality is only evident if one examines both sides of the

coin. This is the main point ofa recent OECD report1 which tries to free the debate of emotional connotations by

examining technology transfer from both an economic and legal point of view, globally as well as by
sector.

The phenomenon of North-South tech¬

nology transfer must be put in its
broader context, the authors of

OECD's report insist. The postwar exper¬
ience of European countries and Japan
shows conclusively that technology gaps
can be narrowed and that technology
transfer is an effective instrument for grad¬
ually bringing countries to similar levels of

technical development. This example
serves as a reminder that the "technology
resource" which developed countries are

sometimes accused of monopolising may
be only a transient advantage. What is
more, the problems posed by technological
differences between East and West or

between more advanced and less ad¬

vanced countries within OECD show that

these differences and the consequent pro¬
blem of technology transfer are not limited
to North-South relations.

Yet placing the problems in context does

not make them go away. OECD countries

must adapt to the rapid and inevitable

changes in technological advantage. The

question is whether national capacity for
technological innovation and renewal will

compensate for the erosion of comparative

technological advantage as technology is

transferred. No answer is possible without

analysing in greater depth the complexities

of the technology transfer process.

The Technology Transfer
Process

The awarding of licenses to firms abroad

is only one of the ways in which know-how

acquired in developed countries can- be

transferred to developing ones. Techno¬

logy can also be transferred by supplying
sophisticated industrial goods, through
planning, constructing and putting into

operation complete turnkey plants, by
supervising the running of such plants and

by giving employees in the technology-

importing country basic training and/or
more advanced skills. Direct investment,

scientific and technical co-operation,
agreements between enterprises from dif¬

ferent countries on co-operative produc¬

tion, international research and develop¬
ment contracts, and scientific and techno¬

logical agreements likewise contribute to

transfers of technological know-how.

The various types of transfer may have a
broad range of effects on the advanced

industrial countries. In the first place there

is the transfer itself: involving for example
an international sale of know-how, services

and/or equipment or a direct investment.

The result of such activities is usually an
increase in output and improved productiv¬
ity in the importing countries due to the

new technology. Subsequent effects on

developed countries are most easily seen in
changes in international trade either

increased imports into the technology-
exporting nation from the developing
nation or a loss of exports to the techno-

\ogy-importing country or to third parties.

Changes in the pattern of trade may affect
employment and prices, and later, national
income and income distribution. In turn

there will be further effects on investment

patterns, and on flows of capital and
technology. This will lead to further trade
effects and a virtuous circle.

Generally speaking the way in which

technology is transferred and the ampli-

1. North-South Technology Transfer: The

Adjustments Ahead, OECD March, 1981.



tude of its effects depend on the objectives

of those who receive technology and those

who own it (usually private firms in OECD
countries). The technological capacities,

negotiating skills and respective strategies
of both parties also play a role as do the
size of the receiving country's market, its
export possibilities and its natural resource
endowment. Government review proce¬

dures in the developing countries have also

changed the conditions under which tech¬
nology is transferred.

Flows of Technology

As there is no single widely accepted
indicator of the volume of technology

transfer, a combination of indicators has
been used to describe these flows. The

transfer of know-how is closely related to

international payments for licenses and
technical or commercial services. A more

general indicator of a transfer of industrial
productive capacity is to be found in
exports of machinery and equipment. On
the other hand, financial flows are not only

indicators of technology transfer (since

they may also go to finance external
deficits, roll over previous debt or build up
reserves) but they do to a certain extent

suggest the potential for industrial devel¬
opment of a country.

Some of the key features of technology
transfer between 1970-1979 are:

OECD exports of capital goods and
equipment showed the strongest yearly
growth, 10 per cent in real terms. The

building of basic industry and infrastructure

in OPEC countries helped to boost OECD

exports of capital equipment to developing
countries to over 40 per cent of total OECD

exports of such goods (Chart A). Construc¬

tion of turnkey plants showed signs of
flattening off towards the end of the period
with some geographical diversification
away from mid-Eastern OPEC members.
Latin American and Asian countries have

remained leading recipients of technology
exports in spite of the increased impor¬
tance of OPEC countries.

Payment for licenses and technical and
commercial services (see Chart B) grew

moderately (by some 4 per cent each year
in real terms) while foreign direct invest¬
ment increased at a similar rate.

Commercial financial flows increased

strongly during the period, although the
trend in net publicised borrowing slowed
somewhat in 1979 and 1980. Interna¬

tional borrowing, which now must be used

to finance larger external deficits and to

refinance debt, also pays for imported
technology, and borrowing increased by
some 10 per cent each year in real terms.
The expansion of OECD export credits

helped promote the export of capital
goods.

In the private sector, training activities

and development of scientific, technical

and management skills were widespread,
but few quantitative data exist on their

extent. In the public sector most training

activities financed by OECD countries are

not directly linked to industrial develop¬
ment. Transfers of private-sector R&D
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The data are calculated by the Secretariat on the basis of national sources. The definitions are

not generally comparable since they cover different types of technological services.

activities do not appear to have been
extensive.

The United States, Japan, Germany, the
United Kingdom and France between them

supply some 70 per cent of the technology

exported to developing countries, with

supplies from Japan and Germany growing
most rapidly. If these exports are compared

to the countries' gross domestic product,

the orders of magnitude are similar for a

large number of OECD countries, though
the type of technology exported differs

from country to country.

Effects on OECD Countries

Net feedback effects on OECD countries

have been positive on the whole, not only in

terms of trade and employment but also for

the consumer. However, effects on indivi¬

dual industries or regions (what the report

calls "gross" effects) have been very un¬

evenly distributed among industrial activi¬

ties (see Chart C) and among countries.

Engineering enterprises, and capital goods

industries were given a boost by demand

from developing countries at a time of low



C. OECD EXPORTS TO

AND IMPORTS

FROM DEVELOPING COUNTRIES,

MANUFACTURED PRODUCTS
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activity in some OECD countries. But other

manufacturing industries have had their

problems compounded by competition

from export-oriented industrialising coun¬

tries (see Chart D).

As a rule the industries most affected by

the growth of imports from developing
countries are traditional ones such as

clothing/footwear and light manufacturing

(see Table 1). In spite of recent technolog¬
ical advances, these industries ae still not

generally noted for their technical sophisti¬

cation, nor can their problems be attributed

specifically to recent transfers of modern

industrial technology. The driving force

promoting the rapid increase in exports

from some developing countries is rather

the dynamic nature of their industrialisation

based on skilled low-cost labour, widely

available technology and direct access to
retail outlets in OECD countries.

Now, however the impact of imports

from developing countries is also increasing
in the electrical and non-electrical machi¬

nery industries. Here technology is more

advanced, transnational enterprises play a

greater role, and the strategy of the more

dynamic developing countries to move up

the technological ladder has had a greater
effect.

The medium-term outlook points to

deeper penetration of OECD markets by

industrial products from the

developing world both in

volume and range.

/ Under the

assumptions made in several studies sum¬
marised in the OECD report, net results on

trade and employment are likely to be

positive, but with serious "gross" effects on
certain localities and industries. However,

for purposes of further analysis and the
formulation of long-term policy, structural

change needs to be distinguished from the
difficulties associated with the current

cyclical situation.

Longer-Term Outlook

The effects on OECD countries of tech¬

nology transfer seem to depend mainly on

whether the countries to which technology

is transferred are export-oriented, domes¬
tic-market-oriented or members of OPEC.

Feedback effects so far have been large for

the first group, moderate for the second
and minimal for the third. The impact also

depends of course on the amounts of

technology transferred.

Transfers are likely to continue at a high

level: on the supply side, there are more

sources of technology. (Developing coun¬

tries are becoming increasingly important

as relays for more standardized kinds of
technology.) On the demand side, people in

industrialising countries have been rapidly

mastering the technology received. Rapid
rates of industrial growth in many indus¬

trialising countries also suggest that (aside
from political factors) the prospects are

reasonably good, not only for direct invest¬

ment but for lending on capital markets and

for the extension of export credits.

One concern is whether external deficits

and oil imports) can be financed in the near
and medium term. Meeting these deficits

will place great pressure on many

industrialising countries to export
manufactured goods

and to limit im¬

ports of tech¬

nology
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that add to the external deficits. This may

lead to further competition in standardized

goods for OECD countries on their own
markets and in their export markets, and a

slow-down in exports of advanced goods
and services.

Competition with developing countries is

thus likely to increase between 1980 and
1990 and should continue to affect differ¬

ent industrial branches and Member coun¬

tries very unevenly. Nor are OECD coun¬

tries likely to be on the same competitive

footing in the technologically advanced

industries of the future. Three leading

4 76 78

les

o 72 74 76

Clothing

78 o

CO

72 74 76 78

Footwear,

leather goods
and furs

xoducts.

SHARE OF IMPORTS FROM DEVELOPING COUNTRIES IN TOTAL OECD

IMPORTS OF MANUFACTURES

(%)

1970 1976 1977 1978 1979

Chemicals 4.5 3.9 4.1 3.2 4.1

Iron and steel 2.9 4.3 4.2 4.6 5.5

Textiles 13.0 17.1 17.0 19.8 20.5

Clothing 27.4 44.0 42.8 45.5 44.7

Footwear, leather goods and furs 16.4 31.9 31.6 34.5 33.9

Non-electrical machinery 0.8 2.2 2.4 2.7 2.9

Electrical machinery and appliances 5.3 12.6 13.2 15.4 17.2

Road motor vehicles 0.2 0.6 0.6 1.1 1.1

Other transport equipment 2.0 3.9 5.3 8.2 5.5

Other manufactures 6.8 9.5 10.3 11.1 1 1.1

All manufactures 5.3 8.7 9.0 9.9 10.1

industrial countries (the United States,

Germany and Japan) seem to be develop¬

ing the lion's share of such industries.

Policy Issues

The conclusion reached by the OECD

study is that controls on North-South

technology transfer would be unrealistic if

not counterproductive. Transfers of tech¬

nology are an important aspect of the

process of adjustment to imbalances in

OECD economies, even if they lead to
short-term feedback effects on trade and

employment. Transfers are part of a

dynamic and continuous, if long-term, pro¬

cess: innovation and change encourage

transfers by firms, and transfers spur

further innovation and change. Each Mem¬

ber country should, however, adopt an

overall strategy based on comprehensive

analysis of the benefits as well as costs of

transfers and related structural change.

Moreover OECD countries should empha¬

size the progressive technological renewal

of their industrial systems. Such strategies

should improve the overall competitiveness

of OECD countries without necessarily

seeking to develop the same industrial
activities at the same time.



The Petrochemical

Industry

A case study of the petrochemicals

industry by Jean-Marie Chevalier,
University of Paris North (XIII), an
OECD consultant, illustrates var¬

ious steps in the process of tech¬
nology transfer to developing
countries.

The Industry

The raw materials of petrochemicals -

crude petroleum and natural gas - are
converted into a first generation of interme¬

diate products - ammonia, methanol, ethy¬
lene, propylene, butadiene, benzene and its
derivatives. These building blocks are sub¬

sequently converted, often by polymerisa¬
tion, into more complicated products such

as plastics, synthetic fibers, synthetic rub¬
ber, fertilizers, detergents and a host of

other products. Conversion may be direct
from the initial intermediates, or go through

further intermediate stages. Production

processes convert the "upstream" raw
materials into a range of "downstream"

finished products.

The Transfer

The goals and strategies of the various
participants are important in determining
the dynamics of the transfer of technology
in the industry. The basic technology has

been developed by chemical and oil com¬

panies, and to a lesser extent by special¬
ised chemical engineering companies.

However, design and building of production
plants - and hence the actual transfer of
technology is largely carried out by the

engineering companies.

A simplified illustration of technology
transfer is the basic steam-cracking tech¬

nology that converts raw materials into
ethylene. Transfer will have the following
steps: a chemical engineering company will
contract with the future producer of ethy¬

lene to design and build a plant. The

engineering company will base its design
either on technology developed by an oil or
chemical company - which it will use under

license or on technology of its own. The

ethylene plant is built, often with the
participation of local sub-contractors, and
is then handed over to the petrochemical

producer, who may or may not have been
involved in the design and building phase.

Many of the new producers in developing
countries are not affiliates of established

petrochemical producers, and if their tech¬
nical capacities are weak, they may nego¬
tiate technical service contracts with the

engineering company or a specialist service
firm to train staff and to ensure that the

plant meets planned production levels.

The basic steam-cracking technology for

ethylene production is now widely diffused,
and access to it is relatively easy. Engineer¬

ing companies from Brazil, Taiwan and
South Korea, for example, participate in the

technology's diffusion. Initially they did this
as sub-contractors to OECD firms, then

moved up to joint ventures and are now
contracting on their own.1

Location and Type
of Production

New intermediate product plants are
being put up where raw materials are and

by companies which have reliable and

low-cost supplies, namely the oil produc¬
ers. Chemical companies on the other hand

which used to produce intermediate pro¬
ducts, not having access to low-cost raw

materials, are tending to move down¬

stream, away from intermediate and into

high-value-added products, specialty
chemicals and pharmaceuticals where the
relative costs of raw materials are lower.

They tend therefore to go where the market

is, which means setting up or keeping their
factories in industrialised countries.

1. For example, the contract for the Dumai

(Sumatra) oil refinery and petrochemical plant

was won by a Spanish-Taiwanese consortium

incorporated in Hong Kong: design will come

from a US firm, Spanish firms will supply

engineering, Taiwanese will supply manage¬

ment and organise the sub-contracting, and a

large part of the construction will be done by an
Austrian firm. Finance includes Spanish and

Austrian export credits and a Eurocurrency

syndicated loan led by a US bank.

The developing countries will increase their share of world capacity in most intermediate



Downstream however the technology is

more tightly held, licenses to use it are
much more restrictive and in many cases

the highly specialised technology may not
be licensed at all and so is only used by the

companies that developed it.

The oil-rich countries, like the oil-produc¬

ing firms, are moving into intermediate

products and also industrialising on the
basis of natural endownments of raw

materials.

Non-oil developing countries are led to

substitute domestic production of interme¬

diates for costly imports, even though they

have to import the raw material, so as to

ensure supplies for local chemical and

plastics export industries, and in some

cases to service a rapidly growing regional

market with intermediate products.

The Consequences

What will be the outcome of all these

moves? For the production of interme¬

diates and simple polymers such as poly¬

ethylene and polypropylene, there is likely

to be a shift of location to OPEC and new¬

ly industrialising countries that have

rapidly growing domestic and export mar¬
kets and also towards the Eastern

European countries. Between them, devel¬

oping countries were until recently
expected to have from 1 5 to 30 per cent of

world capacity in most intermediate pro

ducts by the late 1980s and Eastern
Europe 10-20 percent. However, the pros¬

pect of over-capacity for many of these

products and rising input costs have made

the shift of production less rapid than was

expected in the late 1970s.

The Threshold Concept

petrochemical products during the 1980s. Above:
a petrochemical complex in Taiwan.

The transfer of technology is never a

simple operation and can be particu¬

larly difficult if there is too great a

difference between the technological levels

of buyer and seller. The notion that there is

a "threshold" above which technology

transfer becomes more difficult is very

important. It may be illustrated by describ¬

ing two basic situations involving techno¬

logy transfer, but there are of course many
intermediate ones.

Transfer Between Firms

in Developed Countries

The two firms participating in a transfer

are often at a comparable technological

level even if they differ in size. Since

educational structures and ways of think¬

ing are similar in such a case, all that need
be transferred is an increment of know¬

ledge. Thus the technology transferring

firm has only to assemble the various

elements o'f the transfer contracts, spe¬

cifications, technical documentation, plans

etc. and dispatch them to the receiving

firm. Training staff will also be sent for

varying periods of time.

After a while (the complexity of the

technology transferred determines how

long) the transplant "takes", and the staff

of the receiving firm can continue to

improve its command of the new techno¬

logy on its own. Relations between buyer

and seller, while still close, take the form of

letters, phone calls, technical notes,

requests for information and technical

meetings. This stage may well last several

years until the receiving firm has thor¬

oughly mastered the new technology.

Transfer to a

Developing Country

Three main factors may be said to
determine whether the difference in tech¬

nological level is above the "threshold".
the difference in socio-economic climate

of the two countries involved (e.g. cultural,
industrial environment)

the differences between the two firms as

to system of management, the degree of

integration of manufacturing operations,
etc.

differences between firms in the mastery
of the technology concerned.

If the differences exceed the threshold,

the method of transfer used in more devel¬

oped countries does not work. For exam-

The smaller the difference in technological
level between technology-importing and
technology-exporting countries, the less
difficult the transfer. Above: production

of integrated circuits in a Dutch factory
in Brazil, a newly industrialising country.



pie, trainees lose interest, documents sent

are not understood and, after the staff of

the technology transferring firm has left,

the technological mastery can be lost

(declines in product quality, delays, for
example).

Thus a sizeable and determined effort

must be mounted if the transfer is to

succeed. But this costs money, perhaps as

much as 10 per cent of the investment

outlay of the project. Because of the high
cost the seller (or the investor) will be

tempted to set up an enclave in the

receiving country, thus avoiding any real
transfer of know-how. Such a course

allows the seller to work the local market

as though he were a resident, at the same

time minimising the technical risks and

costs involved in overcoming the threshold

effect. This is the very approach however

which gives rise to criticism of Western

firms on the part of developing country
governments. On the other hand it is

impossible for a transfer to be successful

unless the host country possesses at least

a minimum of infrastructure, organisation

and trained personnel, unless the receiving

firm keeps the investor fully informed, and

unless there is an atmosphere of mutual

confidence and goodwill.

The Role of

the Multinationals

Because of the complexity of the process

of technology transfer, it is the multination¬

als which are often best equipped to handle

it. These firms play a leading role in the

world economy because of their size and

worldwide scope and they account for a

large part of technological transfers. There

are several explanations for this. The mul¬

tinationals have the ability:

to operate globally and monitor inputs

and outputs in their field of technical

competence

to rationalise their subsidiaries' produc¬

tion on a worldwide scale

to take advantage of favourable wage

conditions and the opening up of new

markets by relocating in whatever part of
the world seems desirable.

A View

from the Developing
Countries

Technology transfer is at the heart of
the industrialisation process. But

many developing countries setting

out to industrialise are becoming increas¬

ingly aware of the magnitude of the task
and are worried about remaining techno¬

logically dependent on the industrialised
world.

The striking discrepancy between the

demographic weight of developing coun¬

tries and their share of industry led to the

setting of the Lima targets in 1975. These

targets suggested that, by the year 2000,
the developing world should account for

25 per cent of the world's industrial pro¬

duction. To achieve this target, developing
countries would have to increase industrial

production by 1 0 to 1 2 per cent a year - a

growth rate much higher than in the devel¬
oped countries. With present means of
finance and interest rates, they cannot

afford the technology needed for such

expansion.

Faced with this formidable problem,

certain leaders of the Third World came to

believe that existing investment agree¬
ments were not conducive to the real

transfer of technology and that such agree¬

ments might prolong technological depen¬
dence. Imbalances were also seen in the

preponderance of primary commodities

relative to industrial goods in developing

countries' production and by the structure

of international trade; they were also

reflected in the Third World's shortage of

skills, its weak technical infrastructure and

its lack of financial resources.

To try to change the balance in their

favour, developing countries reacted singly

or in regional groups (e.g. the Andean Pact

of the early seventies). In many cases this
led to the formulation of national or

regional legislation regulating technology
transfers.

More recently the Group of 77 develop¬

ing countries suggested to the United
Nations that the international framework of

technology transfer agreements be

changed, and made subject to a body of
law. This is the aim of the International

Code of Conduct on the Transfer of Tech¬

nology and of changes to the Paris Conven¬

tion on industrial property that the Group of
77 desires to see made.

Thelnternatk

Conduct on t!

of Technoloc

by Jacques Delorme, Vice Président-

It was at UNCTAD III in Santiago, Chile, in
1972 that the idea of a code of conduct

was launched. The developed countries

(and the Eastern European countries)

acknowledged the stated desire of the

developing countries for a code and res¬

ponded by submitting their own code-

of-conduct proposals. Quadripartite nego¬

tiations (among developed, developing, the

Eastern European countries and China)

followed, beginning with meetings of an

international group of experts; the discus¬
sions have continued since at intermittent

sessions under UN auspices in Geneva.

Why do the Developing
Countries Want a Code?

It is easy to see why the notion of a code

appealed to the Group of 77:

First, the idea fits in with the concept of a

right to development that underlies the

South Korea has developed a broadly based textil
in part through licensing technology and joint ven
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nal Code of

s Transfer

the European Patent Office1

political structure known as the New Inter¬

national Economic Order. Existing trade
patterns are thought to keep the poorest
countries dependent, and only compulsory
"rules" would enable them to shake off this

dependence.

A code would substitute written for

custom-based law. This could in effect

enable them to eliminate the economic

vestiges of the colonial past and allow new

forms of behaviour to emerge.

Lastly, a code negotiated between

States could limit the scope of action of

firms, the agents that actually transfer the

technology.

What is a Code of

Conduct?

The aim of any code of conduct is to

regulate the behaviour of the bodies to

ndustry ranging from synthetic fibres to clothing,

which it applies in a specific area of activity,
in this instance technology transfer. How
effective it is depends of course on a

number of factors: a code may be "legally
binding" to various degrees (a ratified
convention, declaration of guidelines, reso¬
lution, etc.). It may contain provisions
imposing clearly defined obligations or
merely make suggestions. The States
themselves can limit a code's effectiveness

by their actions: they may for example take
measures to ensure compliance or they

may not. Moreover, in any rapidly evolving
area, a code, or the way in which it is

interpreted, must evolve with experience;
this implies the need for an agreement on
procedures for revision.

Progress So Far

That such an ambitious project seeking
to regulate the conduct of very different
entities (States and firms) should be so

difficult to get off the ground is not

surprising. The difficulty is further com¬
pounded because several of the areas

covered are being negotiated in other fora:

a Code on Transnational Corporations is
now being discussed in the United Nations;
a UN Code on Restrictive Business Prac¬

tices has recently been completed (Decem¬
ber 1980).

During the second session of the United
Nations Conference on the Code of Con¬

duct in 1979, a compromise on its legal
character seems to have been reached. The

Group of 77 accepted the idea that the

Code could be in the form of guidelines
adopted by a Resolution of the General

Assembly, with their application entrusted

to some appropriate mechanism.

Likely Consequences

From this summary analysis of ongoing
negotiations, several points emerge.

The very existence of a Code of Conduct

would change the rules governing techno¬

logy transfer. Technology transfer agree¬

ments are now governed by international

practice, that is, by dynamic and pragmatic

rules which are easily adaptable to chang¬

ing conditions and useful in settling dis¬

putes. Any code is bound, because it

introduces standards, to reduce this flexi¬

bility, but it may enhance the legal security

of the parties involved.

It appears that the most immediate

consequence of the changes in the legal

framework of technology transfer re¬

quested by developing countries will be to

complicate the legal mechanisms applica¬

ble to technology-transfer contracts and

thus to benefit quite unintentionally the

most powerful firms, usually the multina¬
tional enterprises.

The Negotiations To Come

As to the present state of negotiations, it

is clear that the approach has shifted: the

rules and practices of developed countries

are no longer being rejected by the Group of

77. Instead an attempt is being made to

adapt them so that they become interna¬

tional standards. Only a solution of this

kind can ensure the success of the nego¬
tiations and still maintain the level of

international trade.

Several important issues however have

not yet been resolved, including the scope

of the code's application and the settle¬

ment of disputes. The probability is that the

negotiations will be lengthy; the results are

still hard to foresee. The process covers

issues very far afield from technology

transfer proper, issues which are linked to

other economic preoccupations of the

developing countries.

1. For more details see the report prepared

for OECD by the author, entitled The Changing
Legal Framework for Technology Transfer:

Some Implications fo be published in the near

future. Jacques Delorme was chairman of the

group of experts responsible for preparing the
irst conference of the United Nations on the

lode of Conduct.

The fourth session of the United

Nations Conference on an International

Code of Conduct on the Transfer of

Technology, being held in Geneva from
23rd March to 10th April will focus on

determining:

the scope of application of the code

what practices should be avoided by

the parties to technology transfer, e.g.

clauses limiting the export of products
manufactured as a result of technology

transfer or preventing technology reci¬

pients from carrying out research to
adapt the product to the local market

exceptions to the latter, e.g. when the

relationship is between a parent com¬

pany and its subsidiaries

a list of suggested elements which
can be introduced into technology trans¬

fer contracts: respect for the confiden¬

tiality of information at the time the
contract is negotiated; respect for indus¬
trial and commercial secrets; a clause

providing for the settlement of disputes
between the parties to the technology

transfer; respect for industrial propert

rights
» how contracts should be handled in

the courts and other means for settling

disputes
the kind of mechanism that should be

used to bring the code into operation
the date and mandate of a possible

conference on revision of the code.

":
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Developing
Countries and

the Oil-Price Shock

If cooperative action between North and South is to help alleviate present
economic difficulties, it is important to understand as clearly as possible

what has actually happened to the economies of the developing countries
since 1973. For this purpose, OECD's Development Centre has

undertaken an analysis of the 1973-78 experience of eight non-OPEC
developing countries and one OECD Member country (Portugal) as well as
seven groups of non-OPEC developing countries (see Box page 13). The
study, by Beta Balassa and André Barsony with the assistance of Anne

Richards is to be published by OECD. The policy conclusions are relevant

to the problems involved in coping with the second oil-price shock.

The predicament of the developing

countries is commonly thought to be

one of serious balance-of-payments

deficits and high levels of debt. But this

stereotype conceals considerable diversity,

OECD's study has found. First of all, the oil
price rise, important though it has been, is

not the only external shock which has

affected developing countries; some have

also suffered from the rise in price of

imported manufactured goods while others

have benefitted from the price increase of

their food and raw materials exports. More¬

over, the world recession of 1974-75 and

the slow recovery that followed have

aggravated the problems of these countries

by damaging their export performance, but

to very different degrees.

External Shocks

Economists do not agree on which of the

external shocks to the balance of payments

of the developing countries have been the
dominant ones. Some hold that the unfa¬

vourable effects of the 1974-1975 world

recession, the slowness of the subsequent

recovery and the pressures for increased

protection in the developed countries out¬

weigh in importance the adverse effects of
the rise in the price of oil; others think the

reverse is true. The Development Centre

study analyses the impact of the various

shocks in quantitative terms. The finding is
that, for almost all the countries concerned

and all the country groups, the damage

caused by deteriorating terms of trade
mainlv due to the rise in the relative price

of oil but also to that of manufactured

imports - has been greater than the effects

of the slowdown in developing countries'

exports to the developed world. The export

effect has become more important over the

years but has never assumed as much

weight as the terms of trade. Moreover, the

importance of changes in terms of trade is

especially marked in the case of the more

industrialised developing countries. This

suggests that, with industrialisation, devel¬

oping countries become more vulnerable to

changes in terms of trade and less vulner¬

able to changes in foreign demand for their

exports as their economies become more

energy intensive and the share of manufac¬

tured goods in total exports rises.

The results provide little evidence of

damage to developing countries' exports

due to increased protectionism in the

developed countries. In fact, the income

elasticity of demand in the developed

nations for the manufactured exports of

developing countries was higher during the

1973-78 period than in the preceeding
decade. This has offset in part the decline in

developing countries' exports caused by
lower economic growth rates in the devel¬

oped world. Developing countries' exports

also benefitted from high economic growth
in other developing countries and the fact

that their demand for imports of manufac¬

tured goods rose faster than income. Trade

with the centrally planned economies, on

the other hand, provided no impetus to

developing countries' exports, because

growth slowed down in those countries

and their demand for manufactured goods

from the developing nations fell more than
income.

From the nine country studies, three
basic patterns emerge.

Brazil, Korea and Tunisia all experienced
both substantial deterioration in their terms

of trade and a slowdown in foreign demand

for their export products.

Mexico, Peru and Portugal were exposed

not only to a deterioration in both these
respects but also to internal shocks - the

April 1 976 revolution in Portugal, a military

takeover in Peru, and a highly expansionary

fiscal policy in Mexico. (The growth of
Mexican oil exports affected the results but

only towards the end of the 1973-1978
period.)

Colombia, the Ivory Coast, and Malaysia

actually had an improvement in their terms
of trade which more than offset the adverse

effect on exports of the lower growth of

foreign demand. Colombia and the Ivory
Coast benefitted from an increase in the

price of coffee, and the rise in rubber prices

favoured Malaysia which also had a grow¬

ing export surplus in petroleum.

Policy Responses

The policy response of the countries and

country groups to the external shocks
differed markedly, as is illustrated briefly

below by three individual countries Brazil,

Peru and Malaysia - one from each of the

above - and by the country groups. The

Development Centre's study focussed on

four main types of response external

financing, export promotion, import substi¬

tution, and the lowering of economic

growth.

Individual Countries

In Brazil, where the combined effects of

the external shocks on the balance of

payments amounted to 3.7 per cent of
GNP in 1974-75 and 2.1 per cent in

1976-77 (see table), the immediate re¬

sponse was to increase foreign borrowing

for the sake of maintaining a high rate of

economic growth. In the years 1974-75,
the deterioration in the balance of pay¬

ments resulting from external shocks was

fully financed from abroad. Brazil was able
to increase its share of export markets, but

this increase was offset by a rise in imports

associated with the country's high rate of

economic growth. The foreign borrowing

was partly used to maintain consumption,

partly to finance large investments in
infrastructure and in intermediate and capi¬

tal goods industries to substitute for

imports. Import substitution was also pro¬

moted by granting preferential credit to

producers and through protective meas¬

ures.

By 1976-77, as a result of these poli¬

cies, the positive effects of import substi-
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tution on the balance of payments more

than offset the negative effects of the
external shocks so that it was no longer

necessary to borrow abroad for that pur¬
pose. Nevertheless, dividends and interest
payments on past debt continued to
increase. As a result, net debt service,

expressed as a proportion of exports, rose
from 36.4 per cent in 1973 to 61.3 per
cent in 1978 while the net external debt

increased from 6.8 per cent to 17.6 per
cent of GNP.

Moreover, import substitution proved

increasingly costly: the incremental capital-
output ratio rose from 1.7 in 1970-73 to
3.1 in 1973-76 and to 4.3 in 1976-78.

In Peru, the adverse balance of pay¬
ments effects of the external shocks were

very large - 8.4 per cent of GNP in 1974-

75 and 14.3 per cent in 1976-77.

Government policies reinforced these
adverse effects. There was a decline in the

volume of exports as a result of overvalua¬

tion of the exchange rate, inappropriate

management of state enterprises, an

increased government budget deficit and

the fall in private investment associated

with political and economic uncertainty.

These factors created increasing economic
difficulties in Peru.

Internal policies adversely affecting

exports, the substitution of foreign goods

for local production, and the high rate of

economic growth reinforced each other
during 1974-75 and worked in the same

direction as the external shocks to produce
a serious deterioration in the balance of

payments. Additional net external financ¬

ing reached 14 per cent of GNP, a level

which raised questions about the country's
credit-worthiness.

When a new government came in, busi¬

ness confidence improved. This, plus the

fact that the exchange rate (in real terms)
depreciated, led in 1976 and 1977 to an
increase in the country's share of export

markets and the substitution of imports.

However, further external shocks and inter¬

est payments on outstanding foreign debt
necessitated further recourse to foreign

borrowing, and the net debt service
reached a full 74.3 per cent of total exports
in 1978 while net external debt increased

from 28 per cent of GNP in 1973 to

38.9 per cent in 1 975 and 57.8 per cent in
1978.

In Malaysia, the balance of payments

improved after an initial deterioration to an
extent which in 1976-77 amounted to

8.7 per cent of GNP. The exchange rate (in
real terms) depreciated, leading to

increases in export-market shares and to

import substitution. Special measures were

also taken to promote exports. The result¬

ing increases in production and profits, and
the fact that interest rates were higher than

the rate of inflation, helped increase sav-

The Countries Studied

Nine country studies were undertaken

by economists in their respective coun¬

tries: Brazil, Colombia, the Ivory Coast,
Korea, Malaysia, Mexico, Peru, Tunisia

and Portugal. A joint analytical frame¬
work provided a common denominator

for the country studies. While the Balas-

sa-Barsony study relied heavily on these
results, the interpretation and synthesis

was undertaken by the authors who

alone are responsible for the conclu¬
sions.

The seven groupings of non-OPEC
developing countries were:

1. the newly industrialising developing
countries1

2. relatively industrialised developing
countries with economies based

predominantly on agriculture

3. relatively industrialised countries
with economies based predomi¬

nantly on mineral production
4. India and the Subcontinent (Pakis¬

tan and Bangladesh) predominantly
agricultural

5. less-industrialised countries with

economies based predominantly on

agriculture
6. less-industrialised countries with

economies based predominantly on

mineral production

7. least-developed countries (minus

Bangladesh) predominantly agricul¬
tural.

1. The newly industrialising developing
countries are defined as those whose man¬

ufacturing accounts for more than 25 per
cent of their GDP and at least 50 per cent of

their exports; relatively industrialised devel¬
oping countries are those with 15-25 per
cent of GDP in manufacturing.

ings and investment, but the rise was offset

by the decrease in efficiency in the use of

resources. Thus the rate of growth of GNP,

after rising from 6.4 per cent during 1963-

73 to 8.6 in 1973-76, declined to 6.9 per

cent in 1976-79.

The positive balance-of-payment effects

of domestic economic policies reinforced

the improvement in the terms of trade, and
there was no need to borrow abroad to

meet external shocks though some foreign

borrowing was undertaken to finance inter¬

est payments on debt contracted earlier.

Country Groups

Considerable differences in policy res¬

ponse are also evident among groups of
countries as illustrated briefly below.

External financing and debt

Domestic policy measures permitted the

newly-industrialising countries (see box) to

reduce, and ultimately to eliminate,

reliance on additional external financing. In

agriculture-based economies on the other

hand (2, 4, 5 and 7 in the box), such

financing exceeded the balance of pay¬
ments deficit caused by the external

shocks. The latter relied on foreign capital
to avoid or minimize the decline in the rate

of economic growth and, with the excep¬

tion of the least developed countries (7),
used much of the inflow to increase the rate

of investment. The relatively industrialised

mineral-based economies (3) met about

four-fifths of their balance-of-payments

deficit by net external financing. Finally, in
the less industrialised mineral-based econ¬

omies (6), the decline in foreign direct

investment made it necessary to take

restrictive domestic policy measures which

led to a fall in the economic growth rate.

Even though the newly industrialising
countries reduced their reliance on addi¬

tional net external financing, amortization

and interest charges on earlier debt raised

debt service ratios. In the other groups of

countries, except the least developed

which relied largely on concessional loans,

there was also a higher debt service ratio.

Increases in the ratio were especially large

in mineral-based economies which had to

borrow abroad to compensate for a decline

in foreign direct investment.

Export promotion and

import substitution

All four groups of countries having low
levels of industrialization (4, 5, 6 and 7),

experienced substantial losses in export
markets while the three more industrialised

country groups improved their export per¬

formance, reflecting the greater flexibility

of their economies. Finally, the two country

groups at the opposite ends of the income
scale (1 and 7), as well as the less

industrialised mineral-based econom¬

ies (6), substituted domestic production for

imports.

Coping with the Second
Oil-Price Shock

The findings of the Development

Centre's study point to the importance of

incentives in adjusting to the external
shocks. In Korea, an outward-oriented

adjustment policy providing similar incen¬
tives to production for both domestic and

foreign markets led to a rapid expansion of
exports and efficient substitution of
domestic production for imports. Export
incentives also contributed to the rise in the

share of export markets in the Ivory Coast,

Malaysia and Tunisia whereas in Colombia,
Mexico and Portugal, where the exchange
rate was overvalued and /or where export

subsidies were reduced, exports were

adversely affected.
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BALANCE OF PAYMENTS EFFECTS OF EXTERNAL SHOCKS AND POLICY RESPONSES
(ratios

Balance-of-Payments Effects

External Shocks

Terms-of-Trade Effects/Average Trade
Terms-of-Trade Effects/GNP

Export Volume Effects /Exports
Export Volume Effects/GNP
External Shocks/GNP

Policy Responses
Additional Net External Financing/Average

Trade

Additional Net External Financing/GNP
Increase in Export Shares/Exports
Import Substitution/ Imports
Import Effects of Lower GNP Growth

Rate/Imports

Brazil

1974-75 1976-77 1974-77

50.4

3.3

6.8

0.4

3.7

57.5

3.8

8.5

0.0

-7.1

29.0

1.6

9.5

0.5

2.1

-12.5

-0.7

7.6

47.7

-6.6

40.0

2.4

8.2

0.4

2.8

23.5

1.4

8.1

21.7

-6.9

Malaysia

1974-75 1976-77 1974-77

-6.9

-2.3

8.9

2.9

0.6

7.5

2.4

8.9

5.7

-20.2

-39.3

-12.8

1 1.7

4.1

-8.7

-37.4

-12.1

17.0

17.6

-26.0

-24.0

-7.8

10.4

3.6

-4.2

-16.2

-5.3

13.3

11.7

-23.2

The Analytical Framework

External Shocks:

Terms of trade effects: the difference

between the current value of exports and
imports and their constant price values,
estimated in the prices of 1971-73 the

base period. They have been subdivided into
a pure terms-of-trade effect (calculated on

the assumption that the balance of trade

expressed in terms ofbase period prices was
in equilibrium) and an unbalanced trade

effect, indicating the impact of the rise of

import prices on the deficit (or surplus) in the
balance of trade expressed in 1971-1973

prices.

Slowdown of foreign demand: the differ¬
ence between the trend value of exports and

the value of exports calculated according to

197 1-73 market shares. The trend value of

exports has been derived on the assumption
that the growth rate of foreign demand for
particular export products remained the

same as in the 1963-73 base period and
that the country or country group concerned
maintained their 197 1-73 market share, for
these exports. In the case of manufactured

goods, the study makes a distinction

between the effects of changes in foreign
GNP growth rates and changes in foreign
income elasticity of import demand (the

growth of imports as a proportion of GNP
growth).

Policy Responses

Additional net external financing: the dif¬
ference between the actual trade balance

and the trade balance that would have

Peru

1974-75 1976-77 1974-77

71.9

10.1

32.0

4.2

14.3

77.2

10.9

30.6

-3.8

0.2

61.3

9.1

18.6

2.3

11.4

83.5

12.4

13.7

-13.7

-1.9

51.1

8.0

3.4

0.4

8.4

89.3

14.0

-3.4

-21.9

-3.5

ined if trends in imports and exports
observed in 1963-1973 continued and

import and export prices remained at their
1971-73 level.

Export promotion: increases in exports
associated with an increase in the country or
country group's share of export markets as
compared to that of 1971-73.

Import substitution: savings in imports
associated with a decrease in the income

elasticity of import demand in the country or
country group as compared to the 1963-

1973 period.

Decrease in the rate of economic growth:
savings in imports associated with a slow¬

down in GNP growth rates as compared to
the 1 963- 1 9 73 period on the assump tion of
unchanged income elasticities of import
demand in the country or country group.

I j
mm

Some developing countries had an improvement in their terms of traded Colomb/a~[\eft) 'primarily because of its coffeTtxports, Malaysia
because of its rubber exports (right). Both are also net oil'exporters.
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The study also indicates that, if a coun¬

try's share of the world export market
increases, so does the rate of growth of its

GNP: the highest GNP growth rates were
observed in the Ivory Coast, Korea, Malay¬

sia, and Tunisia where the expansion of

export market shares in relation to GNP
was greatest (more than 2 per cent). In
turn, countries which lost their share of

export markets- including Colombia, Mex¬
ico and Portugal - had relatively low rates

of economic growth. Among the nine

countries, only Peru fails to fit the pattern:

it gained in export market shares but had
the lowest GNP growth rate. This is attri¬

buted by the Development Centre study to
the internal shocks experienced in that

country.

Since countries with favourable export

performance also had the highest level of
investment efficiency, one might conclude
that this also explains why they had solid

growth rates. Finally, growth was also
apparent where investment increased as a

proportion of GNP. This rise has been most

pronounced in Korea, the Ivory Coast, and

Tunisia, where positive real interest rates

and/or investment incentives favoured

domestic savings and investment.

A further conclusion is that borrowing

abroad in response to external shocks does

not necessarily ensure that economic

growth can continue. Among the nine
countries under study, GNP growth rates
were the lowest in Mexico, Peru and

Portugal where additional foreign borrow¬
ing exceeded the growth in the balance-
of-payments deficit attributable to external
shocks. In all of these countries the internal

shocks contributed to this outcome. GNP

growth rates also declined in Brazil, where
half the additional balance-of-payments

deficit was met by borrowing abroad.

Korea, rather than borrowing, repaid for¬

eign debt and yet had the highest GNP
growth rate. Tunisia, on the other hand, did

borrow and also had a high rate of econ¬

omic growth.

It is possible to explain this diversity in

impact of foreign borrowing by the different
uses to which the proceeds were put. In

Tunisia and Korea, at least in the early

years, they were used to raise the level of

investment, though with somewhat low
efficiency of resource use. In the other four

countries, the proceeds were in large part

used to increase consumption rather than

investment, and investment made even less

efficient use of resources than in Korea or

Tunisia. In all four cases foreign borrowing

gave rise to high debt-service charges and
external indebtedness.

What are the implications of these con¬

clusions for policy in the developing coun¬

tries in response to the second round of oil

price increases? They point up the impor¬
tance of domestic policy measures, includ¬

ing the establishment of an appropriate
system of incentives to increase exports

and to substitute domestic for foreign

goods, the maintenance of realistic

exchange rates, and the establishment of
positive real interest rates to encourage

savings and investment as well as meas¬
ures to enhance the efficiency of public

investment. Application of such measures
would also contribute to the efficient use of

the proceeds of foreign borrowing.

The Role ofWomen

in Development

Development planners are taking a

new interest in ways to incorporate

women into national development

efforts. At a meeting of experts on women

in development held recently by OECD's

Development Assistance Committee, Mi¬

chael Bauer, German delegate to the con¬

ference, pointed out that "in many coun¬

tries women really carry the main burden of

development". However, the crucial role

that women play is often overlooked for

several reasons: traditionally, women have
been most active in the informal sector of

the economy. Basic economic activities

such as carrying water, gathering fuel and

providing food for a family do not appear in
official statistics. Planners tend to stereo¬

type women as consumers rather than

producers in the economy. It has been too

easily assumed that women would benefit

automatically from economic growth; and
women often have little influence on the

economic and political decisions taken by
their communities. Lack of information on

the part of development planners about the

role of rural women is a recurring problem.

Delegates at the conference emphasized

the need for disaggregated data, because
in most available statistics women are

swallowed up under the heading "family

labour" or "family income" which makes it

hard to determine who really does what,

and, therefore, to improve the distribution

both of labour and the income it pro¬
duces.

Agriculture

When family income rises as a result of

development programmes, family health

and nutrition do not necessarily rise with it.

There is some evidence that, since women

provide the food, the wife's income must

rise before a family's nutritional status

goes up. If the sexual division of labour is

not taken into account by planners, house¬

hold food consumption can even fall. At a

land settlement project in Kenya, women

spent so much time with their husbands in

the newly irrigated rice fields that they

neglected their own small subsistence

plots. Rice production increased and

household incomes rose, but nutritional

levels fell. If the importance of women's

roles in food production were more gener¬

ally recognized, donor agencies could pro¬
vide necessary resources such as credit,
seeds and fertilizer for subsistence as well

as intensive farming.

In northern Belize, the sugar-cane cash

crop was expanded, providing more jobs

for men, but cutting back on the cultivation

of corn: before development, women had

grown corn for family food and for
exchange, and also for chicken and pig

feed. With the decline of corn and pig

production, women lost both economic

independence and a source of nutrition for
their families.

Such projects alter the previously exist¬

ing distribution of income within families.
When women lose control of their incomes,

their resentment can contribute to the

failure of the project to meet its production

goals. For example, women in Kenya had

formerly grown pyrethrum, a plant used in
insecticides, and had sold the dried flower

heads directly. When the marketing co¬

operative was reorganized, payments were

made only to formal members, who were

mostly men. Discouraged, the women lost
motivation and their output fell.

In the Commonwealth Caribbean, wo¬

men are responsible for 30 to 40 per cent

of agricultural production, and in some

places 70 to 90 per cent of the economi¬

cally active women work in agriculture. The

productivity of these women would rise if

they were given modern tools and trained

in more efficient farming techniques. How¬

ever, training can present problems for

women. In Afghanistan, where only 10 per
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cent of the rural primary school pupils are

girls, parents have hesitated to send their
daughters to school unless the teacher is
female, so that most girls lack the skills and

training necessary to increase their earning
capacity. In some countries, travelling
unaccompanied may cause women to be
viewed as immodest or subjected to

harassment, so they often stop attending

courses. Suitable travelling arrangements

and courses adapted to women's sche¬

dules, while unnecessary for men and an

extra expense in a development pro¬

gramme, are examples of how planning

specifically for women could contribute to a

country's overall productivity.

Small Industry

In many cases, more sensitive planning
could help offset the unforeseen side
effects of modernization. New roads, while

opening up more areas to the advantages
of development, can undercut women's

cottage industries by exposing them to

competition from large firms. In sub-Saha-

ran Africa, women beer brewers were put

out of business in this way when new roads

were built. In such cases, planners could

help establish alternate sources of income.

One example of adjusting development to

local customs in the Philippines was

reported: home-based, small-scale ven¬

tures such as pig-fattening or floriculture
enable women to combine their household

duties with new productive ways of raising

their standard of living.

Because women's work is traditionally in the informal sector carrying water, gathering

fuel and providing food for the family their role is often neglected both by official statistics
and by development planners. Above: Indian woman carrying water in a remote tribal area.

Customs and Health

Women in developing countries some¬

times find themselves caught between two

cultures in ways that detract from their

productive potential. The extended family

and kinship ties used to provide a system
for the maintenance of women and child

care. Today, resettlement projects often
weaken this network before modern solu¬

tions, such as day care centres, can be
established. Modernization can even lead

women back to traditional lifestyles: pros¬

perity resulting from a development project

may enable women who used to work in

the fields to go into purdah where, in its

extreme form, darkness and inactivity can
cause medical disorders such as vitamin D

deficiency and obesity, as well as removing

women from productive activity. Another

danger to women's health and that of their

babies is the practice of sexual mutilation,

an issue in danger of being dismissed as

"cultural imperialism".

Women's needs are usually in accord

with a developing country's goals. Like

men, they need access to resources land

ownership, training and credit. This is

especially true for the 15 per cent of

women in Latin America and 40 per cent in

Kenya who head households. When

women's needs differ from men's, it is

usually worth the donor agency's time and

money to take them into account. What

may seem at first sight like "extras", such

as child care at harvest time to prevent the

premature weaning of infants, or projects

planned around household chores, can be

seen in the long run to promote a country's

development efforts.

Focussing on women's concerns

through Women's Bureaus or advisers is

one way to cope with the problems caused

by ignoring these issues in the past. The

danger of such an approach, however, is

that it will lead to isolated measures, when

what is required is to take women's needs
and contributions into account in all deci¬

sions affecting aid and economic develop¬
ment.
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The OECD OBSERVER presents in this issue a set of tables showing the diversity
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Unless otherwise stated, these tables set forth the final statistics for the year
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the individual countries.
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Financial Statistics, Sectoral Statistics, Agricultural Statistics and other.
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Because of frequent statistical
revisions, figures for population
and employment may be noti¬
ceably different from those
published in the preceding
"OECD Member Countries".

(a) Figures are not strictly
comparable between countries.

AREA

1,000 sq. km

AGRICUL¬

TURAL

AREA

TILLAGE

1,000 sq. km 1,000 sq. km

AUSTRALIA 7,686.8 . .
460.9

AUSTRIA 83.9 37.3 16.2

BELGIUM 30.5 14.8 7.9

CANADA 9,976.1 647.9
1978

413.9
1378

DENMARK 43.1 29.2 26.6

FINLAND 337.0 27.6 25.9

FRANCE 549.1 321.3 192.2

GERMANY 248.6 129.1 77.7

GREECE 132.0 88.2 38.9

ICELAND 103.0 22.8 0.1

IRELAND 70.3 48.5 12.5

ITALY 301.2 176.7 125.1

JAPAN 372.3 57.2 54.7

LUXEMBOURG 2.6 1.3 0.6

NETHERLANDS 41.2 20.4 8.7

NEW ZEALAND 269.1 143.7 11.7

NORWAY 324.2 9.4 8.3

PORTUGAL 92.1 42.0 36.7

SPAIN 504.8 274.3
1978

205.8
1978

SWEDEN 450.0 37.0 29.7

SWITZERLAND 41.3 20.1
1978

3.9
1978

TURKEY 780.6 541.8
1978

280.4
1978

UNITED KINGDOM 244.0 183.9 69.6

UNITED STATES 9,363.1 4,303.3 1,865.5

POPULATION

thousands per sq. km

14,417 2

7,503 89

9,849 323

23,691 2

5,117 119

4,764 14

53,478 97

61,359 247

9,450 72

226 2

3,370 48

56,888 189

115,880 311

364 140

14,038 341

3,124 12

4,074 13

9,867 107

37,108 74

8,296 18

6,348 154

44,089 56

55,946 229

220,584 24



CRUDE BIRTH

RATES

per thousand

15.5

11,5

12.6

15.1

11.7

13.2

14.2

9.5

15.7

19.9

21.5

11.8

14.3

11.3

12.5

16.7

12.8

164

16.1

11.6

11.4

31.1

13.1

15.7

UNEMPLOYMENT

RATE

as % of total labour

force (a)

1979 1980

TOTAL CIVILIAN

EMPLOYMENT

thousands

' ' ' '.'.'. ."à

of which:

AGRICULTURE,
FORESTRY

AND FISHING

%

INDUSTRY

%

OTHER

6.1 6.0 6,064 6.5 31.3 62.2

2.1 3,051 10.7 40.5 48.8

6.7 8.4 3,754 3.2 35.5 61.3

7.4 7.5 10,369 5.7 28.9 65.4

3.7 2,498 8.3 30.0 61.7

6.0 4.9 2,124 11.8 34.4 53.8

5.9 (6.3) 21,114 8.8 36.2 55.0

3.3 3.3 25,017 6.2 44.9 48.9

1.9 3,312 (30.8) (30.0) (39.2)

0.4 (102) (12.7) (37.3) (50.0)

6.1 1,130 19.7 32.3 48.0

7.5 7.4 20,287 14.8 37.7 47.5

2.1 2.0 54,790 11.2 34.9 53.9

0.7 158 5.7 38.6 55.7

4.2 4.9 4,632 6.0 32.0 62.0

(1-9) (1,261) (10.2) (33.7) (56.1)

2.0 1.7 1,872 8.6 30.1 61.3

8.1 3,852 30.6 35.0 34.4

8.5 10.9 11,706 19.4 36.4 44.2

2.1 2.0 4,180 5.8 32.5 61.7

0.3 2,962 7.4 39.3 53.3

13.9 (14,556) 60.7 16.3 23.0

5.3 6.8 24,711 2.6 39.0 58.4

5.7 7.0 96,945 3.6 31.4 65.0



Notes:

a) Fiscal year starting 1st April.

b) Natural sciences and engineering
only.

* Old SNA (Standardised National
Accounts).

BLEU: Belgium-Luxembourg Economic
Union.
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UNITED KINGDOM UNITED STATES : 	;:"' 		,-	-,
GROSSDOMESTIC PRODUCT atmarketprices

at current prices
and exchange 1979

billion US $ 1980

120.72

(138.6)

68.39

(75.7)

108.29

(116.3)

227.00

(250.2)

66.23

(67.2)

41.41

(51.1)

571.31

(652.4)

763.90

(822.7)

38.39

(41.2)

2.47

(2.9)

14.81

(17.6)

323.60

(388.6)

1,010.65

(1,045.0)

4.22

(4.5)

149.05

(160.2)

(a)

21.20

(23.4)

46.27

(55.8)

20.40

(24.2)

197.04

(209.3)

106.37

(124.6)

95.01

(100.1)

68.91

(49.1)

400.86

(513.9)

2,349.92

(2,554.4)

average annual volume
Change 1974-1979

°/o per year;
1979-1980 °A>

2.6

(2.25)

2.9

(2.5)

1.9

(1.5)

3.2

(-0.5)

2.7

(-0.5)

2.1

(6)

3.0

(1.75)

2.8

(1.75)

5.2

(0.75)

3.3

(1.25)

3.6

(1.5)

2.3

(3.75)

5.0

(5)

0.3

(0.8)

2.2

(0.25)

(a)

0.6

(1.25)

4.5

(3)

3.0

(4)

2.2

(0.5)

1.4

(2.25)

-0.8

(2.5)

5.0

(

1.8

(-2.25)

3.3

(-0.75)
	

per capita at current
prices and exchange

rates US $
8,370 9,120 11,000 9,580 12,940 8,690 10,680 12,450 4,060 10,980 4,390 5,690 8,720 11,640 10,620

	

(a)

6,790 11,360 2,070 5,310 12,820 14,970 1,560 7,170 10,650

GROSSFIXED CAPITAL FORMATION privateandpublic
total

% of GDP

at current prices

22.0 25.0 21.0 22.5 21.5 23.1 21.3 22.7 25.2 24.5 32.6 18.7 31.7 25.8 21.7
(a)

18.5 27.3 19.9 19.0 19.5 21.9 17.8 17.8 18.1

machinery and
equipment

% of GDP at

current prices

10.1
1977-78

9.8 6.5
1978

8.1 7.6 8.6 9.2 9.1 8.1 6.6 10.0
1976

7.9 10.9
1978

9.2
1977

8.7
(a)

8.0
1978

9.9 5.5
1976

6.9
1978

7.2
1978

7.1 8.8
1977

9.3 7.3
1978

	 :	1

O CC
UJ h 3
Y- Q.
525
2 3 z
CC y) uj
o. Z a.

o x
o m

% of GDP

at current prices
60.3 55.9 62.9 56.0 56.2 55.3 62.0 54.7 64.2 61.0 62.9 61.2 58.5 56.0 59.6

(a)

59.8 49.0 72.4 68.8 52.8 63.8 72.1 60.3 64.4

US $ per capita
at current prices

and exchange rates
5,050

__

5,090 6,920 5,360 7,280 4,810 6,620 6,810 2,610

		

6,700 2,760 3,480 5,100 6,510 6,330
(a)

4,060 5,560 1,500

	

3,650

	i

6,770 9,560 1,120 4,320 6,860

CURRENT GOVERNMENT EXPENDITURE ANDREVENUE
current disbursements

%> of GDP

30.0
1977-78

39.8
1977

46.2 37.8
1978

35.2 42.2 40.7 29.8 25.0
1977

41.5
1977

41.9
1978

23.0
1978

45.2
1977

55.1 47.6
1978

31.1
1976

25.9
1978

57.1
1978

30.4
1978

18.0
1972

40.5
1978

32.1
1978

current revenue

%> of GDP

32.0

1977-78

43.0
1977

43.2 35.8
1978

39.1 43.6 42.7 30.7 34.0
1977

38.4
1977

36.2
1978

24.3
1978

53.9
1977

55.8 52.1
1978

28.3
1976

26.8
1978

60.3
1978

34.0
1978

27.1
1972

38.8
1978

32.6
1978

NET OFFICIAL DEVELOPM

ASSISTANCE

to developing countries
and multilateral agencies

°/o of GNP

0.52 0.19 0.56 0.46 0.75 0.21 0.59 0.44

	

0.08 0.26 0.93 0.30 0.93 0.94 0.21 0.52 0.20

GROSS DOMESTIC EXPENDITURE

ON R & D

°/o of GDP

1.0
1976-77

1.3
1977

(b)

0.9
1979-80

1.0
1977

1.0
1977

(1.8) (2.1)
1978

0.7
1977

0.8
1977

(0.8) 1.9
1978-79

2.0
1978

(a)

0.8
1977

1.4
1978

0.3
1978

0.3
1976

(b)

1.9
1977

2.3
1977

(b)

(2.1)
1978-79

2.4
1979-80

CONSUMER PRICES
increase 1980

(dec. 79-déc, 80)

9.3 6.7 7.5 11.2 10.9 13.8 13.6 5.5 24.7 50.9

r .	

18.2 21.3 7.1 7.0 6.7 16.1

	_......	n

13.7

		;

13.1 15.0 14.1 4.4 75.1 15.1 12.4

average annual
increase 1975-1980

°/o per year

10.6 5.3 6.4 8.7 10.4 10.7 10.4 4.1 16.3 41.5 14.1 16.6 6.5 6.1 6.0 14.8 8.4 21.8 18.6 10.5 2.3 50.1 14.4 8.9

TOTAL OFFICIAL RESERVES 1 Rno.
million SDR ,'OU,J
31.12.1980

4,879 7,223
BLEU

3,519 2,712 1,501 24,302 39,071 821
30.11.80

138 2,175 20,391 20,165 7,223
BLEU

10,669 332
30.11.80

4,783 1,531
30.11.80

10,055
31.10.80

2,892 15,191 1,039
30.09.80

16,851 21,480



Notes :

a) International transport
excluded except for Canada
and Turkey.
b) 1973 to 1978.

BLEU: Belgium -
Luxembourg
Economic Union
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monetary unit
Australian

Dollar
Schilling

Belgian
Franc

Canadian

Dollar
Krone

Finnish

Mark

French

Franc

Deutsche

Mark
Drachma Krona

currency units per US $
31st December 1980

at market rates

per SDR

0.85 13.81 31.52 1.20 6.02 3.84 4.52 1.96 46.54 623.90

1.08 17.61 40.21 1.52 7.67 4.90 5.76

	

2.50 59.35 795.73

IMPORTS (goodsonly)

total (CIF)
million US $ 16,536 20,184 60,348

BLEU

53,520 18,456 11,304 106,872 157,752 9,723 828

from other OECD

countries

million US $
12,324 16,104 50,184

BLEU

46,992 15,396 7,296 75,372 116,832 6,572 684

from rest of world

million US $

(excl. unspecified)
4,128 4,080 10,128

BLEU

6,528 3,060 4,008 30,996 40,776 3,141 144

total imports
as percentage of GDP

at current prices

13.7 29.5 53.6

BLEU

23.6 27.9 27.3 18.7 20.7 25.3 33.5

volume change
of total imports

from 1974 to 1979

percentage per year

-0.5 + 6.5 + 3.9
BLEU

+ 3.3 + 3.6 -0.2 + 5.9 + 7.0 + 5.0

XPORTS goodsonly)

total (FOB)
million US $

to other OECD

countries

million US $

18,636 15,432 56,220
BLEU

55,932 14,616 11,148 97,980 171,518 3,888 792

11,520 11,172 48,396
BLEU

49,368 12,276 8,280 70,008 131,251 2,350 696

to rest of world

million US $

(excl. unspecified)

. 	 ..

7,020 4,260 7,476
BLEU

6,564 2,316 2,868 27,972 39,738 1,530 96

UJ *-

total exports

as percentage of GDP
at current prices

15.4 22.6 50.0
BLEU

24.6 22.1 26.9 17.2 22.5 10.1 32.1

volume change
of total exports

from 1974 to 1979

percentage per year

+ 6.2 + 6.7 + 4.0
BLEU

+ 4.8 + 4.1 + 4.6 + 5.1 + 3.0 + 8.5
«

FOREIGN TOURISME
receipts

millions of US $

525 5,571 1,629
BLEU

2,007 1,312 534 6,826 5,741 1,663 22

percentage change
over 1978

+ 18.8 + 18.0 + 25.8 + 16.6 + 16.6 + 21.1 + 15.5 + 18.4 + 25.4 + 15.8

expenditures
millions of US $

715 2,966 2,969
BLEU

2,736 1,542 489 5,193 17,952 202 39

percentage change
over 1978

+ 3.9 + 20.9 + 24.7 -7.8 + 34.6 + 22.6 + 21.4 + 25.4 + 42.3 + 18.2
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'ound Lira Yen

Luxem-

bourger
Franc

Guilder

New

Zealand

Dollar

Krone Escudo Peseta Krona
Swiss

Franc

Turkish

Pound
Pound Dollar

3.53 930.50 203.00 31.52 2.13 1.04 5.18 53.04 79.25 4.37 1.76 90.15 0.42 1.00

0.67 1,186.77 258.91 40.21 2.72 1.33 6.61 67.65 101.08 5.58 2.25 114.97 0.53 1.28

77,808 110,622 60,348
BLEU

67,209 3,647 13,727 6,543 25,386 28,538 29,307 5,683 102,826 207,131

{,840 49,320 41,575 50,184
BLEU

50,352 11,963 4,705 14,595 22,751 25,567 3,519 79,649 109,210

943 28,464 69,047 10,128
BLEU

16,847 1,764 1,832 10,790 5,786 3,741 2,164 22,981 97,914

66.6 24.0 10.9 53.6
BLEU

45.1 17.2 29.7 32.1 12.9 26.8 30.8 8.2 25.7 8.8

+ 8.1 + 4.7 + 3.1 + 3.9
BLEU

+ 4.4 -3.6 + 2.3
(b)

+ 0.5 + 0.6 + 4.4 -7.3 + 3.2 + 5.7

',163 72,120 102,803 56,220
BLEU

63,621 3,765 13,453 3,485 18,197 27,532 26,478 2,472 90,810 181,801

î,427 51,684 47,916 48,396
BLEU

54,189 11,634 2,868 11,988 22,180 19,375 1,577 66,316 108,439

72,516654 19,620 54,886 7,476
BLEU

8,351 1,818 609 6,135 5,352 7,103 895 24,186

48.4 22.3 10.2 50.0
BLEU

42.7 17.8 29.1 17.1 9.2 25.9 27.9 3.6 22.7 7.7

f 9.5 + 8.2 + 6.0 + 4.0
BLEU

+ 3.6 + 5.5 + 8.6
(b)

+ 10.2 + 1.3 + 4.3 + 0.9 + 4.2 + 4.8

384 8,185 554 1,629
BLEU

1,325 191 600 940 6,484 638 2,568 281 5,942 8,335

-5.9 + 30.2 + 17.9 + 25.8 + 5.8 + 13.0 + 4.3 + 58.8 + 18.1 + 17.9 + 5.0 + 22.2 + 23.3 + 16.0

519 1,507 4,810 2,969
BLEU

4,084 499 1,154 245 922 1,750 2,030 95 4,497 9,413

h 47.0 + 25.0 + 29.4 + 24.7 + 20.0 + 31.3 + 7.1 + 52.2 + 62.6 + 22.5 + 21.7 -7.8 + 51.2 + 11.1



Youth Unemployment...

The experience of three countries in dealing with youth
unemployment has been intensively studied by OECD; review
teams were sent to take a close look at youth unemployment

and how it is being dealt with in Germany, Denmark and the United
States.1 The idea behind the experiment is that, even if successful
policies cannot be transplanted, a careful selection can provide
ideas which will be adaptable to the environment of other
countries.

Why were these three countries chosen? First, all three are
highly developed, which makes their experience relatively compar¬
able. Second, each takes a very different approach in fighting youth
unemployment, so that between them they cover a wide spectrum
of the measures now applied in Member countries.

The need for a new type of response has been felt for some time.
Most countries launched their programmes around 1976 when
youth unemployment was rising at an alarming rate and did so in
the belief that the problem was a cyclical one which would be
relatively shortlived. But now, four or five years later, the situation
in most countries has either not improved or has even worsened.
Thus different and longer-term measures are called for.

Admittedly, economic conditions not only affect the level of
youth unemployment but also determine the effectiveness of
measures taken - a very important point, as Shirley Williams notes
(see page 26). But, it is also clear that a resumption of growth can
no longer prevent young people, especially the most vulnerable
ones, from being hard hit.

This fact has come to the fore in recent years because two of the
countries reviewed - Germany and the United States - have had
relatively high growth and, until last year, falling rates of
unemployment for both adults and young people. Nevertheless
these two countries have felt the need to set up special schemes to
reduce youth unemployment.

A meeting held recently at OECD2 tried to integrate elements of
the distinctive political, economic and social features of the three

Member countries into a coherent whole; this set the stage for a
discussion in which each country reviewed could argue its position
and provide further information, and other countries could

exchange views on practical action.

Three Countries:

Three Case Studies

What did the review teams find in their examinations?

The American approach to youth unemployment, which has
traditionally been high by European standards, is based on the
observation that the vast majority of young people manage to have
a fair balance between basic academic knowledge and practical
skills during their years of schooling. That is because of a long
standing tradition of part-time work - during holidays, in the
evenings or at weekends. In effect this two-faceted experience
amounts to a sort of apprenticeship incorporated into the educa¬
tional system and makes for a comparatively smooth transition
from school to a stable working life, whereas in most countries the
transition period is a time when young people run into difficulty.

For a minority, though - some 20 per cent of each age-group -
the American problem is more serious than elsewhere: the
overlapping problems of racial prejudice, illegal immigration,

inner-city decay and poor socio-economic conditions make this
20 per cent a trouble-prone group.

The policies adopted by the American authorities show that they
have drawn the lesson from the dichotomy between the majority
and the minority: little public money is spent on young people who
manage to get by; instead the effort is concentrated on problem
groups.

In Germany, the social partners traditionally act in the frame¬
work of collective bargaining mechanisms under the Government's
generally indirect but sometimes forceful supervision. In the area of
youth unemployment, a major role of the public authorities is to
encourage this type of collective action, by paying apprenticeship
allowances for example and granting tax rebates to firms which
provide training.

This is the kind of approach on which Germany relies to operate
its dual system based on the old apprenticeship tradition, a system
which, the review team unanimously agreed, compels admiration.
Germany is one of the few OECD countries to have recorded a drop
in youth unemployment over the last few years: in 1980 for
example the German rate was roughly 4 per cent compared with
12.5 per cent for the OECD as a whole.

The German case also provides a perfect illustration of the
difficulties involved in trying to export an experience which has
been effective at home. Thus, Austria and Switzerland both have a

dual system based on a longstanding tradition of apprenticeship
and also have a low rate of unemployment. It is tempting to draw
conclusions from this parallel. But a third country, Denmark, which
also has an extensive system of apprenticeship, has more youth
unemployment than the OECD average. The German "secret" must
lie elsewhere. No doubt the comparatively bright economic
situation has something to do with it, as perhaps does the fact that
the wage levels of apprentices correspond roughly to their
productive capacity.

Contrary to accepted ideas about the Scandinavian countries,
Denmark's labour market is one of the most sex segmented. Given
this fact and the generally bleak economic picture, the Danish
Government has taken measures to tackle youth unemployment
across-the-board, including efforts to break down sex-prejudice
barriers. The introduction of early retirement in 1 979 has probably
been the most spectacular single measure. It brought unemploy¬
ment down by 30 per cent the first year: 50,000 people took

1. Shirley Williams, Senior Research Fellow at the Policy Studies
Institute, London, formerly Secretary of State for Education and Science,
United Kingdom, headed all three teams. The other members were: for
Germany: (see page 3 1) Jacques Legendre, Secretary of State to the
French Prime Minister for Vocational Training, and Professor Sar Levitan,
Director of the Center for Social Policy Studies, Washington, D.C., United
States. For Denmark: Robert Andras, Vice-President of the Teck

Corporation, formerly President of the Treasury Board and President of
the Board of Economic Development Ministers, Canada, and Robert Le¬
roy, Professor of Economics at the Catholic University of Louvain and
Director of the Unité Economie et Société at the Institut de Sciences
Économiques, Belgium. For the United States: Allan Larsson, Editor-
in-Chief of "Vi" magazine, former Under-Secretary of State, Ministry of
Labour, Sweden, and Professor Fritz Scharpf, Director of the International
Institute of Management, Wissenschaftszentrum, Berlin, Germany.
2. The meeting was chaired by Gene Fitzgerald, at that time Minister of
Labour and now Finance Minister of Ireland and Svend Auken, Minister of
Labour of Denmark.
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advantage of the new measure and 75 per cent of the jobs vacated
were filled, more than half by young people.

Danish statistics also point up very clearly the significant role
played by the level of young people's wages. Thus the rate of
unemployment is very low for the under- 18 age group, and soars
suddenly when the wage becomes obligatory. In Denmark, the
minimum wage is high, amounting to some two thirds of a manual
worker's average pay.

Experience in the three countries reviewed by the OECD shows
that there are measures which can, if well understood and adapted,

mitigate the collective and individual evil of youth unemployment.

On page 31 is a brief glimpse of the German experience which is
exemplary in many respects and which gave the review team the
opportunity to make criticisms and suggestions which are applic¬
able well beyond Germany.

The review of these three countries shows that all governments
without exception have the greatest difficulty in reaching the "hard
core" young unemployed, whatever this group is called - restgrup-
pen, ethnic minorities, economically disadvantaged, school drop¬
outs or children of immigrant workers. The OECD plans to follow up
its research, especially on this group by studying the situation in a
number of less developed OECD Member countries. m

... Search for

New Approaches

Unless there is a radical change, nearly 16 per cent of all young people
aged 16 to 24 in the OECD area will be unemployed by mid- 1982
according to OECD forecasts. This compares with an estimated 12.5 per
cent in 1980 and 1 1.3 per cent in 1979. Because of the magnitude of
this problem and its centralityin the social system, Member governments
have given high priority to the search for solutions.

Shirley Williams who chaired the three review teams (see preceeding
page) favours, as shown in the following excerpts from her personal
presentation, a re-assessment of the work concept and certain specific
measures likely to affect overall and more specifically youth unemploy¬
ment.

It is assumed here that high unemploy¬
ment among young people is not a

passing phenomenon which will cure

itself as the population bulge passes. Since
the war, governments have reacted to

increases in unemployment by taking tem¬
porary measures - public work schemes,

short training courses, subsidised jobs and
so on. The coming of new technologies,
many of them net labour-savers, the still

growing demand for paid employment
among women and the reduced rates of

economic growth present us with a perma¬
nent problem which calls for more radical

approaches.

Making Better Use of People

It is in looking afresh at the use of people

as compared to capital, energy and raw

materials that we may find a route back to

full employment. For what matters in

measuring the efficient use of resources is

not just the productivity of labour, but the

productivity of all the factors combined

- labour, capital, land, energy, raw mater¬

ials and knowledge. In the past decade,

land and raw materials have become more

expensive in both absolute and relative

terms: energy and land costs - as we

know- have gone up faster than the

general rate of inflation and much faster
than earnings. Capital has become expen¬

sive with the advent of higher interest
rates. Therefore, a fresh assessment of the

mixture of factors of production is required,
and that fresh assessment must break with

traditional attitudes.

Over a wide area, labour can be substi¬

tuted for capital without significantly rais¬

ing overall costs of production, although

this generally requires the application of

different technologies. In some cases,

costs of production may even be reduced

by substituting labour for capital. But

during past decades all of us adopted the
habit - and we were long justified in doing

so of thinking in terms of saving labour.
On this account many managers trained in

our countries' universities and colleges

simply don't know how to organise sub¬

stantial labour forces, so they use machi¬

nery instead. Further significant evidence

of this conditioning process can be seen in

the way highly capital-intensive processes
have been introduced and used in Third

World countries by Western-trained ex¬

perts despite the availability of large local
labour reserves prepared to work for low

wages. An arresting case was quoted by
the late British economist Sir An¬

drew Shonfield in his book Attack on Pov¬

erty when he described the contrast

between the building of two dams, one in
India and the other in China. The Indian

dam was built by sophisticated imported
machinery and employed only a handful of
workers, under the watchful eyes of a
hungry, unemployed local population. In
China, it was the local people who built the
dam, moving hundreds of tons of earth in

wheelbarrows and baskets, and being paid
a living wage to do it.

Alternative mixes of factors of produc¬
tion aiming at the best result for society as
a whole have been little studied, no doubt

because labour productivity has usually
been used as a convenient shorthand

measure of efficiency. But here and there

some provocative findings have emerged.
A report submitted by a group of indepen¬
dent experts to the Social Affairs Directo¬

rate of the EEC Commission in July 1976
concluded that "the time now seems ripe to

question the general preference given to
investment aids at the expense of employ¬
ment subsidies". The group pointed out
that between 1950 and 1971 gross fixed
capital formation increased as a proportion
of GNP in every Member country of the
Common Market. Yet studies in some

countries, particularly France, showed a

decline in value added per unit of capital
employed over the same period. Ill-judged
or inefficient investment adds to inflation.

The experts questioned the purposes of
investment projects: "Have they not been
directed more towards the productivity of
labour (and the displacing of jobs) than
towards the total productivity of the fac¬
tors of production?" Answering their own
question, they proposed that investment

for expansion be distinguished from invest¬

ment for rationalisation, which can destroy
more jobs than it saves.

Labour and capital are not the only
factors of production that can be substi¬
tuted for one another. Labour can also be

substituted for land or raw materials. The
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rehabilitation of existing houses and neigh¬
bourhoods is thus more labour intensive

than pulling them down and rebuilding
them by industrialised methods, and also

makes fewer demands on land. Agriculture
provides an even better example. Inten¬

sively farmed land, such as gardens, small¬
holdings, allotments and fish farms, has a
very high yield per acre and a low labour

productivity compared to extensively
farmed land. If land is scarce and labour is

plentiful, agricultural methods can be

changed to allow for this new balance.

Modern agriculture is energy-intensive, but
it need not be. Methods of organic farming
make for fewer demands on fuel and

fertilizer and greater demand for labour.

Inputs of labour and prime fuel are also

to some extent interchangeable. District

heating schemes, supplying electricity for
both lighting and heating, that use low-
grade fuels and domestic rubbish are more

labour-intensive than big generating sta¬
tions. To conserve energy, such highly
labour-intensive methods as insulating
both newly built houses and the existing
housing stock and other buildings may be
needed. Well-insulated buildings require
more initial labour in construction than

standard buildings, but produce a very high
return on the extra cost, which can be

amortized within a few years. Producing
more power to heat poorly insulated

houses is expensive in terms of energy but
not in labour. Long-life products such as

consumer durables, including motor cars,
need very little additional input of raw
materials or energy compared to short-life

products, but require more careful design
and better workmanship. Maintaining and
repairing them make greater demands on

labour than scrapping and replacing them.
The marketing of goods can also use more
labour and less raw material: for instance,

home delivery or good after-sales service

can be as effective selling methods as
attractive packaging.

Policy Implications

What action can governments take to
promote positive development in these

areas? Employment would be encouraged
by changes in the tax system to make it
more fiscally neutral: it is a matter of the
balance between taxes and allowances

affecting the relative cost of labour, capital
and other factors. In a growing economy,
the capital available to each worker is

normally increased in order to enable him to

produce a higher added value. But, as the

group of experts said in their European
Commission report: "The granting of inter¬
est rate subsidies, tax relief in respect of

depreciation, and investment aids, regional
or other, lower the cost of using capital.
Furthermore, the use of wages as the base
for social security contributions and certain

' . '" -: .::-. .-.

REDUCING THE LABOUR SUPPL Y1

Certain policies followed by govern¬
ments in the past three years have
reduced the number of people seeking
work. Several of these policies have a
once-for-all effect, like the repatriation
of foreign workers, or else, because of
the population's age structure, an initial
effect that is considerably less in subse¬
quent years, like early retirement. For
instance, while the labour force in Ger¬
many fell by over a million between

1973 and 1977, largely offsetting the
loss of 1.7 million jobs in the same
period, much of that fall was due to
once-for-all measures that cannot be
repeated. Nevertheless in this difficult

period, even measures which have only
a limited impact may have telling bene¬
ficial effects.

Early retirement: schemes to permit
men and women to retire before normal

retirement age, usually on the basis of a
partial pension or a reduced unemploy¬
ment benefit. There is normally a lower
age limit below which the scheme is not

available. In its first year 1979/1980,
the Danish scheme removed
50,000 workers from the labour mar¬
ket2 providing many job openings, large
numbers of which were filled by young
people, and the German scheme

300,000 between 1973 and 1977,
again producing many openings for
young people in the labour market. Early
retirement, if made compulsory, can
produce a backlash, however. In the
United States, proposals to reduce the
retirement age led to a powerful lobby of
the elderly which swept away the exist¬
ing retirement ages - a triumph for what
was called "grey power".

Repatriation of foreign workers:
between 1973 and 1977, some
650,000 foreign workers left Germany
when their contracts ended. Recruit¬
ment of new foreign workers was sus

pended in November 1973. Some for¬
eign workers have returned to their
countries of origin from France and the
United Kingdom, but the drop has been
much smaller since few were employed
under contract. The United States, on
the other hand, has large inflows, now
mainly of undocumented workers, espe¬
cially from Mexico.

Shorter hours: there has been a
trend towards shorter hours of work in
certain Member countries. In Germany,
for example, average working hours are
being reduced at the rate of about one
per cent a year. But small reductions in

hours do little to create extra jobs: they
are usually offset by increased produc¬
tivity. Trade unions are attracted by 35-
or even 30-hour weeks at wage rates
high enough to produce the same
weekly pay. Such proposals, however,
are more relevant to better working
conditions than to reducing unemploy¬
ment.

Compensation for short-time-
working: measures such as the German

"Kurzarbeit" scheme or the "Temporary
Short- Time- Working Compensa tion
Scheme" in the United Kingdom do
actually save jobs. Firms are helped
through periods of market weakness or,
sometimes, crises related to a particular
industry. In Germany, two thirds of the
wages lost through working short time
are made up from government and EEC
funds. At the depth of the 1973 to 1975
recession, a maximum of 773,000 Ger¬
man workers were maintained in work
by this scheme.

1. From a report to the meeting by Shir¬
ley Williams. See also OECD Observer
No. 106, September 1980.

2. OECD Economic Survey, Denmark,
1980.

parafiscal charges leads to changes in the
parameters within which the employer
makes his calculations and tends to accel¬
erate the substitution of capital for
labour."

Governments might also take action in
regard to non-wage costs of labour, which
continue to grow as social security contri¬
butions are increased and as occupational
pensions and company health schemes are

more widely introduced. These non-wage
labour costs, now about 70 per cent of the
wage cost of labour (OECD average), could
be a significant disincentive to additional
recruitment. On top of that, the cost of

training the worker is an additional expense
which cannot easily be depreciated or

written off like capital investment. A ser¬

ious attempt to restore full employment,
therefore, would involve a review of tax

incentives and tax allowances for capital
investment, at least distinguishing be¬
tween capital investment that produces a

net growth of jobs and capital investment

which destroys jobs. It should be possible
to write off the cost of training and
retraining against revenues for tax pur¬
poses - as a human capital allowance. (In

Germany, a large part of the cost to an

enterprise of training can be offset against
revenues for the purposes of determining
profits tax. Taken together with the value
of production by apprentices, it is esti¬
mated that between one fourth and one
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A. YOUTH UNEMPLOYMENT RATES (a). 1970-79

^HTT3+4 75 76 77 78 79 70 71 72 73 74 75 76 77 78 79 70 71 72 73 74 75 76 77 78 79 70 71 72 73 74 75 76 77 78 79 70 71 72 73 74 75 76 77 78 79

a) Defined as unemployed aged 15-24 years
as per cent of total labour force aged 15-24,
including all armed forces, unless otherwise
specified.

b) Military conscripts excluded.

c) Data prior to 1 975 have been adjusted to
conform to data for later years based on ILO
definitions.

d) Military conscripts excluded.
e) Armed forces excluded.

f) Armed forces excluded.

half of training costs are met other than by
the employer.)

Governments intent on restoring full

employment would have to consider shift¬
ing social security and health costs from
payroll taxes to general tax revenues, or

meeting them by a levy on turnover rather
than on wages and salaries alone. Another

proposal worth exploring is waiving the
employer's national insurance payments
for a period when he recruits an additional
young person, as is done in Southern Italy
and under the Pacte national pour l'emploi
in France.

The Case for Aiding

Small Enterprises

A change of attitude towards small and
medium-sized enterprises could have a

considerable impact on unemployment, as

they are usually more labour intensive than
big firms (the whole net increase in jobs in
the United States since 1967 - 15 million

of them - has, for example, been achieved
thanks to small firms). The reason is that

communication between managers and
workers is easier and more informal in a

small enterprise; the human problems are
on a scale that can be dealt with by readily

available management and shop-steward

Renovation of existing housing is more labour intensive than building new housing. In the
United States it may also involve young members of minority groups who are the most
likely to be unemployed. Above: renovating a Puerto Rican section of New York City.
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As a result of an early retirement scheme introduced in Denmark in 1979 (at age 60-66 - normal retirement age is 67) 50,000 people left
the labour market during the first year, and young people filled many of the vacancies.

skills. But in a big company the difficulties

of communicating with and organising
large numbers of people are often acute.

Great size requires exceptional manage¬
ment ability, which may be extremely hard

to come by. The problems of managing

human beings multiply at every intervening
stage of communication between those

who make the decisions and those who

carry them out, or between those who
should consult and those who have to be

consulted. This is one reason why large

firms are inclined to substitute capital for
labour. In the last decade, they have

provided few of the additional new jobs,
and in the United States and Great Britain

their workforces have actually declined.

There are implications in these ideas for

government policy, both for central gov¬

ernment and for local government. Taking
a closer look at the example of the United
States, one of the few countries which has

been remarkably successful in creating new
jobs, mainly, as noted, in small firms, it will

be observed that its banking and financial

structure seems more ready to lend risk

capital to small businesses than is the case

in Europe. This raises the question whether

the banks, possibly backed by a govern-

1. RATIO OF YOUTH TO ADULT UNEMPLOYMENT RATES, 1970-79

1970 1973 1976 1977 1978 7979

Australia 2.1 2.7 3.3 3.7 3.2 3.4

Belgium n.a. 2.3 3.31"1 4.5 n.a. n.a.

Canada 2.4 2.4 2.5 2.5 2.3 2.4

Denmark n.a. n.a. 2.8 2.4 2.0 n.a.

Finland 1.8 2.6 2.7 3.2 2.7 2.4

France 2.2 2.3 3.2 3.3 3.1 3.3

Germany 1.0 1.3 1.7 1.8 1.7 (1.4)
Ireland 2.0bl n.a. 1 .9(al 2.0 n.a. n.a.

Italy 6.5 7.4 8.7 6.5 7.0 6.6

Japan 2.2 2.4 1.7 1.9 1.9 1.9

Netherlands n.a. 1.9 2.3tel 2.7 n.a. n.a.

New Zealand n.a. n.a. 4.0 5.5 5.5 4.5

Norway n.a. 7.0 6.7 6.3 5.4 6.6

Portugal lcl n.a. 7.3,dl 3.6 4.5 4.8 4.5

Spain 3.0 2.3 3.6 4.0 4.3 4.1

Sweden 2.4 2.8 3.1 3.5 3.5 3.3

United Kingdom ,el 1.5 1.4 3.4 3.6 3.5 3.3

United States 3.1 3.2 2.6 2.7 2.9 2.9

n.a. not available.

(a) Rate for 1975.

(b) Rate for 1971.

(c) Ratios for second semester for 1974,

1976, 1977 are 5.9, 4.3, 5.1 respectively.

(d) Data for 1974.

(e) Ratios for July data, excluding school
leavers, for 1965, 1970, 1973, 1976-1979

are 1.0, 1.3, 1.3, 2.3, 2.4, 2.3, 2.2 respec¬
tively.
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The Clyde Workshops in Glasgow, with the help of British Steel, have created several hundred permanent jobs. Above: a printing shop
installed in the Workshops' facilities, an old iron works.

ment guarantee, could not make more

money available to small firms, and what
agencies are needed to encourage them.
Denmark has recently persuaded pension
funds and insurance companies to invest in

risk capital for small and medium busi¬
nesses at favourable interest rates. Can

other steps be taken? Is the tax climate, for

example, harsher in most countries for
small businesses than for large?

A vital and relatively inexpensive way of

helping small businesses would be to pro¬
vide them - through appropriate govern¬

ment departments or local authorities -

with the expertise they can rarely afford, to

help them get off the ground (such as the
advice of accountants, tax advisers or

marketing experts). Certain firms are offer¬
ing the help of one or more of their own
senior managers to enable new enterprises,

both private and public, to be launched and
kept afloat. In the United Kingdom, Shell
and British Steel - and in the United States

IBM - have been involved in either hiving

off small innovative companies or in back¬

ing workshops and labour-intensive busi¬
nesses able to offer jobs to redundant

workers. British Steel (Industries) sup¬

ported one such venture in Scotland, Clyde
Workshops, which has now created sev

eral hundred permanent jobs at an average
cost of under £1,000 a job less than a
tenth of what it costs the UK government
to create jobs in the regions.

Small firms may also need help with
marketing and with training costs. Co¬

operative marketing has been an important

factor in improving the income of horticul¬

turists and small farmers. Big retailers or

manufacturers willing to buy in from a host

of small sub-contractors can sustain large
numbers of jobs. Examples are Japan's car
industry and Marks and Spencer, the Bri¬

tish retail chain. Publicly owned corpora¬

tions could do much more to help sustain

small sub-contractors if they were encou¬
raged by governments to do so, for small-

scale enterprise is also showing signs of
vitality in the public sector. The Highlands
and Islands Board in Scotland has launched

a number of community co-operatives in its

remote rural areas based on a matching
grant of a pound for every pound raised

locally. The co-operatives range from knit¬

wear to plant-hire and fish farming. In

Watts, California, a non-profit-making,

community-based company has created

several hundred jobs. In Denmark, several

community projects have produced goods

which can now be commercially marketed.

Local enterprise trusts in certain English
cities have supported teams of young
people undertaking repair and maintenance

work with finance for tools and equipment
and with expert help in drawing up bud¬
gets, keeping books and rendering
accounts.

In conclusion, I should add that my
fellow examiners and I have often found

that institutional rigidities and traditional
attitudes militate against the opportunities
for young people to be employed such as
by insisting that apprenticeships must start
at age 16; resisting recognition of voca¬
tional qualifications; refusing to allow voca¬
tional preparation in schools; disdain

towards industry; insistence on the full

adult wage at 18; antipathy towards
employing young people, especially those
from ethnic minorities; refusal to train girls
outside traditional female occupations; we
have encountered all these and many more.
Full employment may indeed be unattaina¬

ble, but the truth is that we have only just
begun to try.
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Germany :
Vocational Training
and Longer
School Attendance

Germany has made an impressive attempt to deal with youth unemploy¬
ment, not so much as in other countries through job creation but by
keeping young people out of the labour market: full time education has
been extended and Germany's well-established system of vocational
education and apprenticeship the so-called dual system expanded.

The result is that young people have a lower unemployment rate than in
most other countries (see Chart A, page 28) and, in contrast to what has
happened almost everywhere else, youth unemployment has fallen during
the last few years. The review team focussed its attention on the dual

system.

The Dual System

Like Austria and Switzerland, Germany

has brought its traditional dual system of
vocational education and apprenticeship up
to date. It is used both as a means of

improving the knowledge and skills of the
work force and as a buffer against teenage

unemployment. Young Germans must by
law attend vocational schools after they

leave school for a minimum of eight hours a

week until they reach the age of 18 (in
other words, for two or three years). The
content of the vocational and training

courses is regularly reviewed, updated and

adapted to the needs of new technology.

The majority of school-leavers - over

65 per cent - also enter into an apprentice¬

ship,1 which is an individual contract with
an employer to provide on-the-job training
in a given occupation. The young person

has to qualify by taking a series of tests and
examinations; for each trade or industry the

rules are periodically updated by the Fed¬
eral Institute of Vocational Education, on

which employers and trade unions are
represented, as are as the Lander and
Federal Governments.

Recently, the metal trades moved over
to a new form of apprenticeship, the

co-operative year, which intersperses per¬
iods of vocational education with periods of

on-the-job training and broadens each
apprentice's experience of metalworking
skills.

The main advantage of the apprentice¬

ship system is that a youngster trained for
any occupation is better off than someone

who is not trained at all: he learns some¬

thing about how the economy works and

acquires good working habits. He will
therefore be a more desirable employee

and also better equipped to work indepen¬

dently and to share in decision-making
within the works councils and other repre¬

sentative institutions of industrial demo¬

cracy.

The Berufsgrundschuljahr

In 1974-75, when youth unemployment

became a serious problem in all OECD
countries, it was the Federal Republic of

Germany that came up with the most
effective response, challenging employers
to increase the number of apprenticeships

and threatening to impose a payroll tax in
the event that apprenticeship places did

not grow fast enough. In 1976 a law was

passed providing for such a tax if the
number of apprenticeships created did not

exceed the number young people wanted

by more than 12.5 percent. As apprentice¬
ship places have been growing satisfacto¬

rily, the law has never been applied.

This policy was reinforced in 1976 by
the introduction of the Berufsgrundschul¬

jahr, which took 67,000 young people in
1979. This is a basic full-time vocational

year, introduced both to meet the need for
additional places and to broaden the occu¬

pational training of youngsters leaving
compulsory education. It has been a matter
of some controversy, largely because it is

run by the Lander and not by employers.

But it has given the German system extra

capacity to cope with the rising numbers of

young people and the ability to keep those

who cannot get apprenticeships in private
firms out of the labour market.

The Tenth School Year

A tenth year of basic schooling has been

introduced in certain Lander, partly in

response to the criticism quite often lev¬

elled at the dual system that the standard

of theoretical and general knowledge is so

low as to rule out any adaptability to a wide

range of vocations. The tenth year delays

occupational choice, and so it should, since

adolescents in Germany traditionally have

had to choose their careers very early (at
age 1 5 or 1 6): this has meant that, a choice

may well be guided to some extent by
documentation received and vocational

counselling, but cannot be the young per¬

son's own. Hence, each generation has

reflected the aspirations of the previous

one. This is particularly hard on foreign

workers' children, especially the girls.

However, the tenth school year is not as

yet generally followed and does not attract

many young people. It should therefore,

the review team suggests, be extended to

the whole country and considered as one of

several options; children should be able to

choose between this tenth year of general

education and a year of full- or part-time
basic vocational education. Children who

are sick of school or not suited for academic

studies may do better in a work-related

course, e.g. a Berufsgrundschuljahr or a

co-operative year.

Other Suggestions

The review team regards the method

adopted by Germany to deal with youth

unemployment as eminently sensible. It is

preventive rather than remedial. It touches

not only the unemployed but some two-

thirds of each generation of adolescents. It

enables young people to use their time

constructively while preparing to enter the
labour market.

The team was impressed by the efforts

made both during compulsory education

and in the dual system to help young

people learn about the realities of working

life and to do so at first hand. This part of

vocational education is at least as impor¬

tant as training in specific skills. The action

taken in Germany also mobilises the con¬

certed responsibility of all levels of govern¬

ment, the employers and the trade uni¬

ons.

The major problem is how to absorb

these comparatively well-trained young

people into the labour market. The official

view is optimistic: it holds that the outlook

1. A further 20 per cent go on to upper

secondary school.
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Training an apprenticeship programmes have helped Germany keep unemployment of young
people lower than in most other countries of the OECD.

will improve since unemployment is often
due to a lack of education and training and

that what is being done wili in time

therefore help young people to be more

competitive in their search for work. Nev¬
ertheless, it would be wise to plan for the

eventuality that, during the next few years,

a larger than usual number of young people
will be looking for work; yet the growth of
output will be slower and there will be less
scope for further reductions in the labour
force, especially of foreign workers; uncer¬

tainty about the impact of new technolog¬
ies adds to the risk.

On a number of more specific points the

review team noted problems or shortcom¬

ings. For example, they were struck by the

generally very low level of apprentice
allowances and the great disparities

between them. Training allowances

apprentices are not paid any wages are

fixed by collective agreement and vary a

great deal, the traditionally female occupa¬

tions having the lowest rates. Moreover,

training allowances as a proportion of the

wages paid to newly qualified craftsmen

progress only slowly from the first to the

last year of training. Serious attention

should be given to raising allowances at a

faster rate each year, not only for reasons

of equity but in line with the importance

Germany attaches to work, the review

team suggests.

While it is necessary for an apprentice to

acquire general and occupational skills as

well as learning about the world of work,

three years' training, even if it has become

more technical as appears to be the case,

seems a lot for the less skilled occupations.

Furthermore, many apprentices become

qualified in occupations for which there is

no demand: there are thousands of qualif¬

ied butchers and bakers who have little

chance to practise their skills in the trade

they have learnt.

The reviewers also believe that fast-

changing technologies will demand a very
flexible and adaptable work force, rather

than workers trained for a highly specific

job (although some skills can be applied to
several kinds of work); they would there¬

fore like the present curricula to be replaced

by a foundation year of basic general
vocational education, followed by a broad¬

er-based initial skill training.

As a more active contribution towards

ridding the labour market of the stereo¬

types which make it less flexible, the

Federal Government should expand its pilot

training schemes for girls in fields outside

traditional female occupations and should

try to persuade firms - if necessary by

subsidising training places to offer

apprenticeships in non-traditional trades.

Something should also be done to increase

the number of part-time jobs, for instance

by "pairing" two employees to do one
full-time job.

Another German problem is the serious

shortage of vocational teachers and guid¬

ance counsellors, which is most harmful to

disadvantaged children as is the shortage

of professors of general education. It is

important therefore that there be opportu¬

nities in all post-compulsory training - in

the basic vocational education year, in
vocational schools, etc. to take the

exams and obtain the ordinary school-

leaving certificate.

Lastly, there is a group of adolescents

who have all the disadvantages, those who

have not been able to enter the dual system
at 15 or 16 (about 10 per cent) and those

who drop out of their apprenticeships.

These forgotten products of the various

systems are quite often the children of

foreign workers.

The lack of provision for foreign children
could constitute a social danger. Hundreds

of thousands of them are going to grow up

to live permanently in Germany; many will
be unqualified and untrained but will have

the same aspirations to earn a good living
as their German fellow citizens. The Federal

and Lander Governments should rapidly
improve the education provided for this

group by offering language courses and

special schemes with a strong focus on

general education and integration into the

society. If necessary, the public authorities

should perhaps bear the full cost of training
these young foreigners and create some

public service jobs for them. Counselling is

likely to be better accepted by young

foreigners if the German adviser is aided by
a foreign one and if the counsellor is also in

touch with the young foreigner's parents.

It is necessary for human and social

reasons to give priority to training, at least

for low-skill occupations, for disadvan¬

taged young people, whether foreign or

German. But one must not lose sight of

Germany's economic need for a supply of

more and more highly qualified manpower.

Opportunities should be provided for young
people first trained for low-skilled occupa¬

tions to retrain for more highly skilled

jobs.

The review team observed that the

eagerness shown by Germany to maintain
and improve its human capital has drawn

investment into activities requiring skilled
labour. This had led to what the group calls
a "virtuous circle" in which the presence of

skilled people acts as an engine for growth;
this growth in turn demands more skilled

people. This is part of the answer to the

problem of unemployment, and particularly
youth unemployment. «
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Environmental
Policies

in New Zealand

Despite its relatively high degree of
economic development and standard

of living (see data on Member coun¬
tries page 1 7), New Zealand has one of the
least polluted and least congested environ¬

ments in the OECD. National parks and

forests were established as early as 1887

and almost 20 per cent of the area has
been kept in such reserves, one of the

highest ratios in the OECD area. New
Zealand's plentiful but not always well

distributed water resources are carefully

managed under a unique system that inte¬

grates water with soil conservation. For

energy, New Zealand relies heavily on

hydro power, one of the cleanest sources

of energy and renewable as well.

Yet New Zealanders are concerned

about their environmental future as the

nation industrialises and expands its agri¬

culture and forestry. In 1978, the Govern¬
ment asked OECD to undertake a review of

New Zealand's environmental policy,1 con¬
centrating on institutional arrangements,
the impact of expanding agriculture and
forestry, town and country planning, water
resources, the exploitation of indigenous

energy and environmental health.

Until recently, environmental concerns in
New Zealand have been dominated by

issues of resource management, conserva¬

tion and land use, and New Zealand has

been remarkably successful in preserving
its environmental assets. But problems in

these areas will intensify in the 1980s.

Extending monoculture - pastureland for
sheep - and draining land for use in agri¬

culture under generous government assis¬

tance programmes are leading to acceler¬
ated soil erosion and the widespread des¬
truction of wildlife habitat: more than one

in ten of all the bird species in the world

listed as endangered are to be found only in
New Zealand, and more than 250 of the

country's plant species are known to be

threatened. There is growing concern over
the continuing loss of the remaining indige¬
nous forests and the proposed flooding of
certain valleys for hydro power.

Agricultural expansion will require grow¬
ing use of chemical fertilizers and pesticides
with consequent dangers for water sup¬
plies and, possibly, for human health.

Increasing use of pesticides will also

threaten wildlife, and economic growth

menaces the country's few remaining uni¬
quely wild and scenic rivers. Hence OECD's

review recommends development and

implementation of a national conservation

strategy, a scheme for classifying indige¬
nous forest areas in terms of future use,

and special legislation to ensure the preser¬
vation of selected stretches of river.

Today as New Zealand embarks on a

new wave of industrialisation, it faces

another kind of problem - the problem

most of the highly industrialized and
heavily populated OECD countries first

grappled with in the late Sixties and still

face today.

New Zealand's industrial policy calls for

the accelerated development of agricultural

and forestry processing and energy-inten¬
sive industries such as aluminium and

petrochemicals. New Zealand is well

endowed with indigenous energy resources

hydro, coal and natural gas though not

with oil. An industrial policy based on the

1. A Review of Environmental Policies in New

Zealand, OECD, 1981.

ENVIRONMENTAL INDICATORS, 1975

Water Land Noise Levels

Selected Countries

Total annual

water

withdrawal per
capita

m3

Population

served by
waste water

treatment

plants3

Arable and

cropland^
%

Grassland

%

Wooded area

%

Built up area
%

Road traffic

noise. Percent

of population

exposed to
noise levels

65 dBA c

New Zealand

Australia

336

1,242

80 3.6 '

5.8

48.2

59.2

23.5

12.1

0.9

0.1

1.0"

Canada

United States

Japan

1,230d
2,720

707 d

59'

77'

23

3.9

20.3

14.9

2.4

26.0

0.6

44.4

30.8

67.2

0.2'

4.2

5.3

6.4*

31.0'

France

Netherlands

Norway
United Kingdom

459

964 e

602'

278 9

40

68'

82

34.4

23.0

2.4

28.5

24.4

33.5

0.3

47.6

26.6

8.3

25.7

8.2

5.3

9.2

2.1

11.9

14.0'

7.4'

5.0*

11. 0m

OECD Average 1,173" 45" 12.4 25.7 30.6 1.8" 15.0"

(a) At least physical treatment. Also
includes some secondary (biological)
and tertiary (chemical) treatments.

(b) Defined as the sum of arable area

and of land under permanent crops.

(c) All figures in noise column refer to
mid-1970s.

(d) 1974.

(e) 1976.

(f) 1973.

(g) England and Wales only,
(h) Rough estimate.
(i) 1977.

(j) Urban settlements over 25,000
people only.

(k) Expressed in Leq over 24 hours.
(I) Expressed in Leq over the period
6-22h.

(m) Expressed in Leq over the period
6-24h in England only.
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New Zealand has one of the least polluted environments in the industrialised world, but New
Zealanders are concerned about the future. One of the problems is to preserve the country's

remaining wild and scenic rivers in the face of increased need for hydro power.
Above: Rainbow Falls on the Keri Keri River.

exploitation of these resources should help
New Zealand overcome the present deficit

in its balance of payments.

Inevitably however these new industries,
and production of the energy to fuel them,

will generate problems of air and water

pollution. But New Zealand has a unique

advantage. In developing its industry it can
require the use of clean technologies devel¬

oped over the last ten years in other OECD

countries. Moreover, it can focus on prev¬

entive measures rather than the more

costly clean-up processes which other
countries have had to rely on. As a step in
this direction, the review recommends

improvements in the system of impact
assessment introduced seven years ago.

In developing new energy sources, prior¬

ity is being given to domestic production of
synthetic fuels to substitute for imported
oil. The fuel plants would be located in a

rich agricultural area -Taranaki on the
North Island - and have a significant

impact on the environment of the region in
ways which are not as yet completely
known.

In addition, the growth of industry,

particularly aluminium, will require the con¬
struction of additional electrical generating

capacity (a surplus had previously been
anticipated), especially hydro-electric ca¬
pacity with all its environmental conse¬
quences. New Zealand has considerable
experience in dealing satisfactorily with the
site-specific impact of hydro development.
However, successive recent policy changes

have given rise to concern about the future,
and the review concludes that all major

energy decisions should be accompanied
by a thorough evaluation of environmental
impact.

If New Zealand should fail to address its

new pollution problems, the cost in terms
of environmental damage will be high.
Moreover, since the voters are more envi¬

ronmentally aware than their counterparts
in many other OECD countries (ten per cent
of the population signed a petition calling
on the government to end the felling of
indigenous forests), they are in any case
likely to force this protection on the gov¬
ernment later on.

Some Recommendations of OECD's Environment Committee

Strengthen institutional arrange¬
ments:

Serious consideration should be given

to the establishment of a statutory

Ministry for the Environment to replace

the present Environment Commission. It
would see to it that the environment is

taken into consideration at the earliest

possible stage in planning for economic
and industrial development.

The role of other departments having

major environmental responsibilities
should be clarified.

Strengthen conservation:
A national conservation strategy

should be developed and imple¬
mented.

A national framework for land use

should be urgently developed.

Forests of indigenous trees should be
classified in terms of their future use.

Laws should be considered to pre¬
serve the wild and scenic rivers.

Improve control of chemicals:

A register of chemicals in use should

be completed.

Legislation on chemical control should

spell out the assessment process to be

followed and be made to reflect agreed

conclusions ofan OECD high-level meet¬
ing on test guidelines, good laboratory

practices and minimum pre-marketing
data.

Strengthen the role of the environ¬
ment in energy decisions:

AH major changes in industrial policy

entailing increased energy use should be
subjected to thorough environmental
analysis.

Adequate time should be provided for

evaluating the impact of new projects
(synthetic fuels) and devising means to
deal with them. (Recent legislation aims
at reducing delays in the environmental
approval process.)

Public participation, already very
strong, should be further encou¬
raged:

* The practice of publishing future pol¬
icy plans in energy and forestry should
be continued and extended. The central

government should promote consulta¬
tion with local bodies and environmental

groups.
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Oil Spills :
Compensation for
the Victims

Amoco Cadiz, Ixtoc One, Ekofisk - the spectacular black tides of recent
years reflect an unfortunate reality : in the last decade, the accidental
discharge of oil into the sea and onto the coasts has increased
significantly, the world over.

The best way to eliminate this threat to the environment, to the people
affected and to national economies is, of course, to prevent the accidents
(see box page 37), but this is a long-term undertaking. Meanwhile, it is
becoming urgent to provide better compensation for the victims of these
sometimes catastrophic accidents, even if such compensation is merely a
palliative. This argument is put forward by Henri Smets of OECD's
Environment Directorate who points out that the cost of relevant
measures would not be unduly high for the national economies
concerned.

Accidental oil spills can be called a

minor source of marine oil pollution
since they account for only a small

percentage of the total amount of oil

entering the sea from routine cleaning
operations and other sources. But, if they
occur near the coast, they entail serious
damage and high costs. In 1978, for
example, when the Amoco Cadiz ran

aground, the resulting clean-up cost was
almost $90 million, the economic loss for

Brittany more than $50 million. If compen¬
sation measures are to be evaluated, the
economic impact of these accidents must

be measured. OECD therefore has com¬

piled cost data on the most important
source of oil spills - ship accidents - in
Member countries.

Increased Risks...

Oil spills are a growing danger for the
marine environment of coastal countries,
which are being subjected more and more

frequently to larger and larger spills. Both
the total quantity of oil discharged and the
yearly number of spills worldwide have

nearly trebled in the last fifteen years (see
Chart A). 1979 was a record year, with
accidental discharges amounting to over

The sinking of the Amoco Cadiz off the French coast in 1978 cost almost $90 million for clean-up

and $50 million in economic losses for Brittany.
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A. OIL SPILLS FROM SHIPS

WORDWIDE ...

Number of spills

... AND QUANTITY OF OIL DISCHARGED

ANNUALLY

accidents over 500 tonnes

CATASTROPHIC TANKER

SPILLS

40,000 tonnes or more
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648,000 tonnes from 42 tanker accidents,

each involving more than 500 tonnes of
oil.

Catastrophic oil spills -those involving
40,000 tonnes or more have also

become increasingly common (Table 1).
The world figure is running at about three a

year, two of which are in OECD countries.
Between 1975 and 1980, Europe suf¬

fered seven spills (five on Atlantic coasts
and two in the Eastern Mediterrane¬

an).

According to available statistics, the

number of accidents per tonne transported

has remained steady or even declined in the

last fifteen years, but since the average spill
size increased by over 60 per cent, the

total amount of oil lost per tonne trans¬

ported has risen.

... and Costs

When an oil spill occurs near their

coasts, governments have to take costly

measures to control marine pollution and

clean up the beaches. Before 1976 no

accident cost more than $15 million to

clean up, but in the last few years four
accidents have cost over $25 million

each.1 In at least seven large accidents
since 1 976, the unit cost of controlling and
cleaning up the oil slicks was over $2,000

per tonne of oil discharged, whereas before

that year the figure was closer to
$1,000.

Furthermore, the cost of compensating

victims of oil pollution (those in sea-related

occupations, the hotel trade, etc.) has gone
up: before 1976 such compensation was

exceptional. In Japan, compensation paid

out has exceeded $300 per tonne for five
accidents that have occurred since 1977.

The French government has made advance

payments of nearly $ 1 0 million to people in
sea-related occupations affected by the
Amoco Cadiz incident (228,000 tonnes).

In Japan, people in such trades received

over $50 million for pollution caused by the
rupturing of a land-based oil tank (8,500
tonnes of oil spilt into the sea). In 1979, a

court in Riga (USSR) awarded compensa¬
tion of $66 million for pollution in the Baltic
(5,000 tonnes).

Overall Economic Impact...

Although oil spills have become increas¬
ingly numerous and costly, the overall
outlay is relatively low. One estimate (for
control, clean-up, damage, etc.) puts the
world figure at some $ 1 00 million a year -
less than six US cents per tonne of oil
(refined and crude) transported. For pur¬

poses of comparison, freight costs amount
to some $13 per tonne (Gulf, North Sea),
and the cost of crude oil exceeds $250 per

tonne. As to insurance, liability for pollution

accounts for less than 10 per cent of

shipowners' total third-party liability.

WORLD Number

Oil lost

(thousand

tonnes)

as %

of total oil

losO

1965-69

1970-74

1975-79

3

5

14

206

336

1253

25

28

58

OECD Number

Oil lost

(thousand

tonnes)

as %

of world oil

lost

1965-69

1970-74

1975-79

2

1

9

161

50

779

78

15

62

Source : Institut français du pétrole.
(1 ) Spii/s of more than 500 tonnes.

2. COUNTRIES MOST VULNERABLE

TO OIL SPILLSI1)

exposed to more than 1 00.000 tonnes

in 15 years

Number Quantity

Country of spilled
Accidents (tonnes)

United States

At/antic 81 449,600

Pacific 12 61,500

Puerto Rico 8 31,900

101 543,000

France 17 306,200
Trinidad

and Tobacco 3 292,000

South Africa 25 260,100

Spain 8 186,800

United Kingdom 25 176,300

Chile 5 160,500

Greece 8 148,100

Japan 27 124,500

Portugal 5 1 13,700

Total 1 0 countries 224 2,311,200

World 498 3,908,900

of which OECD 270 1,935,500

(1) Those of more than 500 tonnes.

At national level, France and Sweden

have spent less than 40 US cents a year

per inhabitant in oil clean-up operations

over a period of ten years, which is less

than two thousandths of their oil import

bill. Whatever the economic scale used, it

is clear that, from a worldwide or national

point of view, oil spills represent no insup¬

erable economic problem and thus it is

financially feasible to provide full and equit¬

able compensation to affected coastal pop¬
ulations.

1. Boehlen, $30 million in 1976; Amoco Ca¬

diz, $88 million in 1978; Antonio Gramsci,

$28 million in 1979; Tanio more than $50 mil¬

lion in 1980. The conversion figure from French
francs to dollars used is F 5 = $1.
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Members of the French army cleaning up in Perros Guirec, Brittany, after the wreck of the Tanio in early 1980.

... and Local Impact

The situation however is quite different if

one turns from the general picture to the

individual accident. Large-scale oil spills

cause considerable expense and economic
loss, both for local authorities and for

people in directly affected occupations

(fishermen, hotel-owners, etc.). Compen¬
sation procedures introduced following the
Torrey Canyon accident, and since revised,
now provide for the allocation of $60 mil¬
lion for each accident for the 2 1 countries

contributing to the International Oil Pollu¬

tion Compensation Fund (Denmark, Fin¬

land, France, Germany, Iceland, Italy,
Japan, Norway, Sweden, the United King¬
dom, Yugoslavia plus 10 countries which
are not members of OECD) and of some

$36 million to other countries (provided
the cargo is covered by the Cristal Plan, as

95 per cent of the cargoes from countries
not members of Comecon are). These ceil¬

ings appear now to be too low since they
may not provide full compensation for an

oil spill. Efforts are therefore being made to

raise them to allow for inflation, the grow¬

ing size of oil spills and the increasing cost

Prevention of Oil Spills

The prevention of tanker accidents

likely to produce oil spills is covered by a
series of measures taken by tanker
owners and by coastal states, some¬

times under international agreements
within the framework of the Inter-

Governmental Maritime Consultative

Organisation (IMCO). They aim at
improving the design, maintenance and
operation of oil tankers, so as to avoid

collisions, groundings, fires and explo¬
sions, leaks and structural breakdowns.

Coastal countries can also improve bea¬
con systems, monitor sea-going traffic
(with radar, aircraft and surveillance

vessels) and strengthen traffic safety (as
by keeping shipping away from the

coasts, separating incoming and outgo¬
ing traffic and providing for prompt
action by tugs to help ships in distress).

Lastly, coastal countries are taking
steps to control oil spills at sea so as to

prevent, insofar as possible, the pollu¬
tion of coastal areas.

of clean-up operations. These arrange¬

ments moreover do not cover all types of
ships and apply only to damage indemnifi¬

able under the national laws of the party
involved. Thus, there are still a number of

cases where the compensation available is

far less than the $36 million figure.

Apart from the international compensa¬

tion systems some countries have set up

national schemes to compensate the peo¬

ple affected. These are generally funded by
some form of levy on oil. In Canada and the

United States, the ceilings stipulated are

higher than those of the international sys¬
tems.

Thus it is no doubt true that more

thorough and adequate compensation
machinery could be introduced, since it
would imply only minimal expenditure for
the community and a very slight increase in

the price of oil. Some countries have
already taken action in this regard while
others propose to do so.
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New OECD

Publications

Prices charged at the OECD Publications
Office.

ECONOMIC POLICY

"OECD Economic Surveys". 1981 Series

Detailed annual surveys of trends and pros¬

pects for each OECD country.

AUSTRIA (January 1981)
(10 81 11 1) ISBN 92 64 12143 0 80 pages

IRELAND (January 1981)
(10 81 18 1) ISBN 92 64 12146 5 74 pages

CANADA (January 1981)
(10 8101 1) ISBN 92 64 12147 3 74 pages
Each issue 	 F14.00 £1.60 US$3.50

ISSN 0376 6438

Subscription (20 to 24 surveys
to be published	 F240.00 £26.60 US$60.00

INTERNATIONAL INVESTMENT

GUIDELINES ON THE PROTECTION OF PRI¬

VACY AND TRANSBORDER FLOWS OF PER¬

SONAL DATA (February 1981)

These Guidelines contain fundamental princi¬

ples for the protection of privacy, for trans-
border flows of personal data, and recommen¬

dations for national and international imple¬
mentation.

(93 81 01 1) ISBN 92 64 12155 2

42 pages	F16.00 £l .60 US$4.00

DEVELOPMENT

GEOGRAPHICAL DISTRIBUTION OF FINAN¬

CIAL FLOWS TO DEVELOPING COUNTRIES.

Disbursements Commitments External

Debt - Economic Indicators, 1976-1979 (Fe¬

bruary 1981)
A unique source of data on aid and other
external financing for 100 selected developing
countries. In addition, the report gives the

outstanding external debt and debt service
position of each country, by main creditor
course, plus an estimate of the conditions of
ODA commitments.

(43 81 01 3) ISBN 92 64 02170 1

210 pages, bilingual 	 F78.00 £7.80 US$19.50

NORTH/SOUTH TECHNOLOGY TRANSFER.
THE ADJUSTMENTS AHEAD (February
1981)

There is no technological determinism. Techno¬
logical monopolies exist, but they are tempo¬
rary and everything threatens them beginning
with the false security that is given by their

advances, (see page 3)
(92 81 02 1) ISBN 92 64 12159 5

118 pages 	 F48.00 £4.80 US$12.00

"Development Centre Studies"

INTERNATIONAL SUBCONTRACTING - A New

Form of Investment, by D. Germidis (January
1981)
(4 1 80 08 1) ISBN 92 64 12 129 3

228 pages	 F54.00 £5.40 US$13.50

REGIONAL CO-OPERATION IN DEVELOPMENT

RESEARCH AND TRAINING. Liaison Bulletin

No. 6 (February 1981)
Provides information on five regional Associa¬

tions of research and training institutes in
Africa, Asia, the Arab countries, Latin America

and Europe and their inter-regional co-ordinat

ing committee (reports of activities, members,
etc.).
(40 81 01 1) ISBN 92 64 12157 9

96 pages	F24.00 £2.40 US$6.00

ENERGY

"Nuclear Legislation - Analytical Study":

REGULATIONS GOVERNING THE TRANSPORT

OF RADIOACTIVE MATERIALS (February
1981)
(66 81 05 1) ISBN 92 64 12158 7

204 pages 	 F84.00 £8.40 US$21.00

NUCLEAR LAW BULLETIN No. 26 - December

1980 (January 1981)
(67 80 26 1) 70 pages
ISSN 0304 34 1X

Subscription (2 issues
and supplements) 	 F50.00 £5.60 US$12.50

DESCRIPTIONS OF LICENSING SYSTEMS AND

INSPECTION OF NUCLEAR INSTALLATIONS

(February 1981) "Document" Series
(66 81 03 1) ISBN 92 64 12153 6

190 pages	 F76.00 £7.60 US$19.00

RADIONUCLIDE RELEASE SCENARIOS FOR

GEOLOGIC REPOSITORIES. Proceedings of the
NEA Workshop, Paris, 8-12 September 1980
(February 1981)
(66 81 04 3) ISBN 92 64 02172 8

240 pages, bilingual 	 F60.00 £6.00 US$15.00

NUCLEAR DATA AND BENCHMARKS FOR

REACTOR SHIELDING. Proceedings of a Spe¬

cialists' Meeting, Paris, 27-29 October 1980
(February 1981) "Document" Series
Reviews the collaborative programme on the

application of sensitivity and uncertainty ana¬

lyses to shielding calculations and the execu¬
tion of penetration benchmark experiments.
(66 81 02 3) ISBN 92 64 02118 3

432 pages, bilingual 	 F96.00 £9.60 US$24.00

NUCLEAR SAFETY RESEARCH IN THE OECD

AREA - THE RESPONSE TO THE THREE MILE

ISLAND ACCIDENT (February 1981)
(66 81 01 1) ISBN 92 64 12145 7

58 pages	F32.00 £3.20 US$8.00

TRANSPORT

"Road Research "

TRANSPORT CHOICES FOR URBAN PASSEN¬

GERS. Measures and models (January 1981)
(77 81 01 1) ISBN 92 64 12 142 0

124 pages	 F30.00 £3.00 US$7.50

EVALUATION OF URBAN PARKING SYSTEMS

(January 1981)
(77 80 05 1) ISBN 92 64 12 139 0

102 pages	 F40.00 £4.00 US$10.00

COMPETITIVE POSITION AND FUTURE OF

INLAND WATERWAY TRANSPORT.

49th Round Table ECMT (January 1981)

Supply structure, cost situation, trends in
demand, intensity of competition, freight rate
and pricing policy, waterway infrastructure,
state measures, marketing policy, necessity of
inland waterway transport to the economy.
(75 81 01 1) ISBN 92 82 1 1065 6

98 pages	F30.00 £3.00 US$7.50

SOCIAL SERVICE TRANSPORT: TRANSPORT

FOR ELDERLY AND HANDICAPPED PERSONS.

51st Round Table ECMT (February 1981)
Mobility of elderly and handicapped persons.
Transport needs. Forms of public welfare. Use
of specialised services. Existing transport facil¬
ities: suitability and adjustments. Design of

equipment. Wheel-chairs. Information. Training
for transport personnel. Reducing costs.
(75 81 03 1) ISBN 92 64 1066 4

136 pages	 F36.00 £3.60 US$9.00

ENVIRONMENT

USED TYRES IN SOLID WASTE MANAGE¬

MENT (January 1981) "Document" Series
A dramatic increase in the number of used tyres

to be disposed of has resulted in major environ¬
mental poblems and in the discard every year

of billions of gallons of fuel oil equivalent. This
poses an important challenge to energy and

resource conservation, requiring that compre¬

hensive management policies for used tyres be
developed and implemented.
(97 80 07 1) ISBN 92 64 12131 5

96 pages	F24.00 £2.40 US$6.00

EDUCATION

EDUCATIONAL POLICY AND PLANNING: EDU¬

CATIONAL REFORM POLICIES IN GREECE

(January 1981)
Comprehensive examination of current educa¬

tional policy and practice describing the on¬
going changes in the Greek education system

with particular emphasis on its general and
technical sectors.

(9 1 80 04 3) ISBN 92 64 02113 2

192 pages	 F34.00 £3.40 US$8.50

FINANCIAL AFFAIRS

FINANCIAL MARKET TRENDS No. 17 -

December 1980 (January 1981)
(27 80 05 1)

72 pages	F28.00 £3.10 US$7.00

ISSN 0378 65 IX

Subscription (3 issues) 	 F80.00 £8.90 US$20.00

STATISTICS

OECD FINANCIAL STATISTICS. Part 1 - No. 3

- December 1980 (January 1981) (New For¬
mula)
48 pages bilingual - Monthly
ISSN 0304 3371

Subscription 	 F320.00 £35.40 US$80.00

NATIONAL ACCOUNTS OF OECD COUNTRIES,

1950-1979. Vol. I - Main aggregates (Februa¬
ry 1981)
(30 81 01 3) ISBN 92 64 02117 5

92 pages, bilingual	 F30,00 £3.00 US$7.50

QUARTERLY OIL STATISTICS. First quarter
1980. No. 2/1980 (January 1981)
(60 80 02 3) 304 pages, bilingual
ISSN 0378 6536

Subscription 	 F200.00 £22.00 US$50.00

LABOUR FORCE STATISTICS. Quarterly Sup¬
plement to the yearbook. No. IV - Novem¬

ber 1980 (January 1981)
70 pages, bilingual
ISSN 0304 33 12

Subscription 	 F50.00 £5.60 US$12.50

EDUCATIONAL STATISTICS IN OECD COUN¬

TRIES (February 1981) "Document" Series
Brings together, on a comparable basis, a set of

basic statistics tracing the recent development

of educational systems in OECD Member coun¬
tries.

(91 81 04 3) ISBN 92 64 02119 1

232 pages, bilingual 	 F48.00 £4.80 US$12.00

INDICATORS OF INDUSTRIAL ACTIVITY,

1980-IV (January 1981)
Each issue 	 F28.00 £3. 10 US$7.00

ISSN 0250 4278 Subscription

120 pages, bilingual 	 F10O.00 £11.00 US$25.00

PULP AND PAPER. Quarterly Statistics,
No. 3/1980 (January 1981)
64 pages, bilingual
Each issue 	 F18.00 £2.00 US$4.50

ISSN 0335 377X

Subscription 	 F54.00 £6.00 US$13.50
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