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FOREWORD

The present report is the second part of a two-part Survey being preserted in
response to General Assembly resolution 118 (IT). Fart one of the World Economic
Survey, 1973 1/ dealt with population and development. This part is devoted to
a review of current trends in the world economy.

The report is divided into four chapters. The first presents an overview
of world production and trade and then proceeds to a brief analysis of three of
the main features of the global economic scene in 1973 - the rise in commodity
prices, the world food situation and the world energy situation. The rest of the
Survey examines recent economic developments affecting the supply and use of
resources and the state of internal and external balance in the developed market
economies (chapter II), the centrally planned economies (chapter III) and the
developing countries (chapter IV). 2/ ‘ \

The report was prepared in the Centre for Development Planning, Projections
and Policies of the Department of Economic and Social Affairs and is based on
data available to the Secretariat in April 19Tk,

1/ United Wations publication, Sales Wo. E.7h.II.C.1.

g/ The division of countries into three groups is a matter of statistical
convenience and does not necessarily imply any judgement about the stage reached
by individual countries in the development process.
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EXPLANATORY NOTES

The following symbols have been used in the tables throughout the report:

Three dots (...) indicate that data are not available or are not separately
reported.-

A dash (-) indicates that the amount is nil or negligible.

A blank in a table indicates that the item is not applicable.

A minus sign () indicates a deficit or decrease, except as indicated.
A full stob (.) is used to indicate decimals.

A comma (,) is used to distinguish thousands and millions.

A slash (/) indicates a crop year or financial year, e.g., 1960/61.

O

Use of a hyphen (-) between dates representing years, e.g., 1961-1963,
signifies the full period involved, including the begiunning and end years-

Reference to "tons" indicates metric tons, and to "dollars" ($) United
States dollars, unless otherwise stated.

Annual rates of growth or change, unless otherwise stated, refer to annual
compound. rates,

Details and percentages in tables do not necessarily add to totals, because
of rounding.

The following abbreviations have been used:

CMEA Council for Mutual Economic Assistance

EEC European Economic Community

EFTA European Free Trade Area

IBRD International Bank for Reconstruction and Development
IMF International Monetary Fund

OECD Organisation for Economic Co-operation and Development
OPEC Organization of Petroleum Exporting Countries

SDR special drawing rights

The designations employed and the pregentation of the material in this
publication do not imply the expression of any opinion whatsoever on the part
of the Secretariat of the United Nations concerning the legal status of any

country or territory or of its authorities, or concerning the delimitation of
its frontiers.

~yiii-



Chapter T

SALTENT FEATURES OF THE WORLD BCONOMY

The period under review was one of the most turbulent in recent economic
history. The upswing in production that got under way in mid-1971 proved to be
the most concerted and rapid ever recorded, and it took place against a background
of marked instability, both internal and external,

World agricultural production, which had actually declined between 1971 and
1972, rebounded in 1973: early estimates suggest that gross output was 5-6 per cent
above the 1972 level. The expansion in supplies faciliteted a further -
increase in manufacturing activity, and as a resultc, the value added in world
industry rose by nearly 10 per cent between 1972 and 1973. With international

and services was of the order of 6.7 per cent. The inecrease was slightly
below that in the developed market economies and somewhat greater in the
centrally planned economies and the developing countries.

When 1973 opened, almost all the market economies were facing rates of
unemployment that were regarded as undesirably high, At the same time, most of
them were pursuing anti-inflationary policies designed to slow down the rate at
which prices had been increasing. Wotwithstanding the adjustment in exchange
rates that had occurred since the Smithsonian realigmment of December 1971, trade
and payments imbalances were showing little sign of being corrected: the major
deficit countries were still lcsing reserves and the major surplus countries still
gaining them. In the wake of the poor harvests reaped in a number of areas in
1972, record grain shipments were aggravating the payments problem of the importing
countries and the food price problem in the exporting countries.

Barly in 1973 a massive movement of funds from weak currencies to those
considered strong brought to at least a temporary halt efforts to reconstitute a
fixed rate régime: by the eud of March most currencies were floating, subject
only to official intervention on the market, intended to maintain certain key
relationships - as in the case of the principal European Economic Community (EEC)
currencies - or to prevent sudden or disruptive changes,

Coming as it did at a time when primary commodity supplies were under
considerable strain, this freeing of the international monetary system from the
anchor effect of the Bretton Woods arrangement gave rise to enhanced activity on
many commodity markets = some essentially speculative in nature, others reflecting
the desire to maintain or expand inventories and all, in varying degree,
representing a certain distrust of particular currencies or of money in general
as a store of value, The dollar price index of primary commodities entering world
trade rose by about two thirds in the course of the year and the price of gold
on the free market doubled.

The upsurge in commodity prices - the steepest since the Korean conflict at
the beginning of the 1950s - was not solely, or even mainly the result of currency



depreciation and uucertainty, It reflects a considerable expansion in demand and

a variety of supply difficultiec. In mid-19(3, world industry was operating at
over 10 per cent above the corresponding 1972 level and there was a gimilar
increase in its rav material intake, As the year advanced, however, signs of
shortages multiplied. Some stemmed - like the poor grain crops referred to above,
from drought, floods and other unfavourable natural conditions, as in the case

of soya beans in the United States of America, ground-nuts and cocoa in West Africa,
fishmeal from Peru and cotton and sugar in several countries. Political and
logistical difficulties held back copper production in Chile and Zambia, Lack

of capacity - reflecting low levels of investment in the 1970-1971 recesgion and

in some cases the delay or postponement of investment because of environmental
considerations - began to affect the flow of production in a number of raw material
producing industries, including pulp and paper, nitrogen and varioug petrochemical
feedstocks and, in some countries, even steel and cement. And, most important

of all in terms of the volume of international trade involved, the price of crude
petroleun, set by the major exporters, doubled in the first 10 months of the

vear and was doubled again at the beginning of 19Th, At the same time, production
was cut back and deliveries controlled in accordance with criteria decided on

by an exporter cartel,

The upsurge in commodity prices greatly complicated the efforts that most
countries had reactiviated in 1972 to moderate internal inflation. Price and
wage restraints began to result in anomalies and inequities that became
progressively less acceptable. As anti-~inflation measgures were intensified, the
growth of production decelerated and by the end of the year, when energy shortages
began to disrupt economic activity, a discernible slowdown was under way.,

The upsurge in commodity prices also brought about a marked shift in
international monetary reserves: the year saw a SDR 1 billion decline in the
developed market economies and a SDR 7 billion inecrease in the developing countries,
The rise in the price of petroleum made it virtually certain that this transfer
would continue, and in the case of the petroleum exporters, at a much greater
rate, The crucial problem had become one of deploying the foreign currency newly
acquired by petroleum exporters to finance = through purchases, loans and
investments ~ the payments deficits that would open up for the petroleum importers

and thus reduce the risk of defensive agctions that might set in motion a cumulative
process of contraction in trade and production. As 19Th advanced, the most
vulnerable countries seemed to be those developing countries depending greatly on
food and petroleum imports while earning much of their foreign exchange by exporting
one or other of the commodities that had risen least in the price upsurge - jute
and tea, for example, or some of the mineral ores, such as iron, chrome and nickel,

World production

Total production of goods and services continued to increage vigorously in
1973, The combined gross domestic product of the developed market economies was
about 6.5 per cent above the 1972 level., The net material product of the centrally
planned economies of Hastern Burope, which had experienced some deceleration in
1972 in the wake of a disappointing harvest in the Soviet Union, recovered
sharply, to register a gain of T.l per cent. The developing countries recorded an
even higher growth rate: reflecting a strong recovery in agriculture in some of
the countries that had had crop failures in 1972 and a buoyant international demand



for many of their products, preliminary estimetes suggest that over-all production
rose by about 7.2 per cent between 1972 and 1973, Thus, in the first three years
of the 1970s, growth in the global product accelerated from L4.,2 per cent in 1971
and about 5.4 per cent in 1972 to a provisional figure of 6.7 per cent in 1973
{gsee table I-1).

As implied above, the least stable element in this growth was agricultural
production which actually declined in 1972 before getting back on trend with a
particularly large gain., There was a notable recovery in the Soviet Union and
southern Asia, the two areas that had suffered the sharpest setback in 1972. Swings
in the opposite direction - up in 1972 and down in 1973 - were registered in
West Asia, Africa and Oceania also reaped smaller crops in 1973 than in 1972,
North America, a vital source of food exports, posted a modest 3.4 per cent
increase, not sufficient to permit the rebuilding of stocks to a safe level from
a global viewpoint. There was a much smaller increase in the main importing
regions, Western Europe and Japan. This, combincd with the delivery of food-stuffs
contracted for in 1972, ensured a high level of agricultural trade in 1973,
notwithstanding the restraints that were placed on warious food exports by a number
of countries seeking to ensure domestic supplies. In the aggregate, gross
agricultural output increased twice as fagt between 1972 and 1973 as the average
in the first two years of the decade (see table I-2),

On a year-to-year basis there was also a marked acceleration in industrial
activity: in the aggregate, production increased by almost 10 per cent in 1973,
compared with 7 per cent in 1972 and less than b per cent in 1971. By far the
greatest gaing in 1973 were in Asia, both in Japan, where recovery from the
1970~1971 recession continued with great vigour, and in the developing countries
of the region, where the expansion in industrial output between 1972 and 1973 was
also well above the rate recorded in the preceding interval., At a lower level,
there was a second doubling in the industrial growth rate in the developed market
economies of the southern hemisphere, Only in the developing countries of Africa
was there any slackening in the pace of industrial growth (see table I-3).

In the Soviet Union, the output of light industry recovered steadily during
the year from the setback occasioned by the poor agricultural performance of
1972: by the fourth quarter, the output of the textile branch in the Buropean
centrally planned economies was running at 6 per cent above the corresponding
1972 figure, and that of the food branch was 9 per cent higher (see table I-L).
The production of heavy manufacturing continued to expand at a steadier and higher
rate, ranging from about 6 per cent a year in the case of basic metals to about
13 per cent in the case of chemicals,

In the developed market economies, the upsurge in industrial production that
had begun in 1971 in North America and in 1972 in Western Europe and Japan
continued into 1973, On a.year-to-year basis, the output of heavy manufacturing,
which had risen very little in 1971, jumped by over 12 per cent between 1972 and
1973: chemicals by 1l per cent, basic metals by 13 per cent and metal products
by 14 per cent., Light manufacturing again increased by 5-6 per cent - food
production somewhat more than between 1971 and 1972, textile production somewhat
less., The year saw the peak of the cycle: in the second half, the rate of
advance slackened perceptibly and the increase in total industrial production
dropped back from 11.5 per cent in the first quarter to T.6 per cent in the fourth,
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There was also sonle tendency for the expansion in manufacturing to decelerate
in the developing countries. It was most marked in the textile industrr in which,
by the third quarter of 1973, the rate of ~rowth had dropped below 6 per cent. But
it also occurred in the basic metals industry whose output was increasing by only
3 per cent by the third quarter.

Lxpressed in terms of the physical output of the major commodities, these
swings in economic activity lie behind some of the changes in prices and trade that
occurred in this period. World production of the principal food-stuffs - wheat,
maize, rice, potatoes, sugar and vegetable oils = after declining between 1971 and
1972, registered a widespread and significant recovery in 1973. In most cases this
brought production back on to the longer term trend but, in the face of continuing
increase in populaticn and a rapid rise in incomes, the gain was generally
insufficient to restore inventories to the desired level.

Coffee production, which had been recovering rapidly from the poor 1970/T1
crops, had a setback in 1973/Th: frosts in Brazil and drought in West Africa
brought output down to the average for the second half of the 1960s. Cocoa
production, which was growing slowly in the early 1970s, fell back sharply in
1972/73, and the 1973/T4 crop is estimated to be only about 10 per cent above the
average for the second half of the 1960s, Tea was one of the few food items whose
output increased fairly steadily in the period (see table I-5).

Cotton preduction also continued to increase, though after two sizable gains,
the 1973/T4 crop is estimated to be only marginally above the previous one. Two
good jute/kenaf crops have made up for the disruption in the Gangetee plains that
reduced output in 1971l. Wool is the only major fibre to experience a continued
reduction in output in the first three years of the 1970s. The production of
natural rubber, which had been increasing very slowly, rose by about 8 per cent in
1973 as high prices encouraged more tapping.

Among the major minerals, only tin recorded a reduction in output in 1973,
Except in the case of aluminium, however, the expansion in production of the
non-ferrous metals was small compared with the previous year's recovery gains and
well below the long-range average. In the case of iron and steel, however, the
increase that had got under way in 1972 continued into 1973 and the year's output
was about 11 per cent above the previous year's level. Coal and petroleum
expansion was also above the long-term average: production of the former rose by
over 8 per cent, an increase without precedent in the past two decades.
Notwithstanding the cutback in production by members of the Crganization of Arab
Petroleum Exporting Countries (OAPEC) in the last quarter of the year, world
output of crude petroleum was 9 per cent above the 1972 level - a higher than
average rate of growth. FElectricity production continued the 8 per cent expansion
that had characterized the previous year.

The prices of commodities 1n international trade

Though, with a few exceptions, the production of the important commodities in
world trade registered average or better than average gains in 1973, markets
remained generally unsatisfied, and prices rose rapidly. Demand came from the
higher rate of industrial activity and the consequential increesse in raw materials
intake, from the increase in per capita incomes - 5 per cent between 1972 and 1973
from the desire to reconstitute stocks that had been depleted as a result of crop

T4



340

320

300

280

260

240

220

200

180

160

140

120

100

80

Price index
(1970 = 100)

Figure |

Export price indices of selected commodity groups, 1972-1974

Quarterly averages

1972

1973

i 1974



failures and other production difficulties in 1972, from a desire for protection
against both further price increases of particular commodities and, more generally,
the depreciation of various currencies.

In these cirvcumstances, very few prices remained anywherve near stable and,
in dollar terms, many more than doubled in the course of the yvear and some increassed
more than three fold, On average, for the year as a whole, the prices of primary
commodities moving in world trade were over 4O per cent above the 1972 level and
the increase was accelerating - from 24 per cent above the corresponding 1972
tigure in the first quarter to 61 per cent in the final quarter, with some major
price rises still to come.

The upsurge in commodity vrices began in mid-1972 when the implications of
the massive wheat transactions that had just been negotiated between the United
States and the Soviet Union ;/ began to be appraised in relation to exporters’
stocks and expected autumn cereal harvests snd probable import reguirements of
China,, g] South Asia and other areas that seemed likely to have food deficits in
1972/73. 3/ At that stage, relative to 1970, the highest price level among the
major commodities in international trade was that of crude petroleum. ﬁ/ In the
course of the third quarter, petroleum was overtaken by wheat, sugar and textile
fibres, and in the fourth quarter by cereals as a whole., Though petroleum prices
were raised in each quarter of 1972, in line with the Teheran Agreement between
OPEC and the mining companies, around the middle of the year they were overtsken
by those of oil-seeds and rubber (see Tigure I).

In mid-October 1973,. under the stress of another Arab-Israelil war and the
breakdown of OPEC-~company negotiations, the Gulf mewbers of OPEC raised the
selling price of crude petroleum to $3.65 per barrel and set the posted price at
LO per cent above that level, namsly, $5.12 or 70 per cent above the negotiated
figure that had become operative at the beginning of October, 5/ Other petroleum

1/ United States exports to the Soviet Union, chiefly grain, rose steadily
and rapidly from $80 million in the second quarter of 1972 to $38k million in the
second quarters of 1973 before levelling off: on an annual basis, wheat shipments
increased from 2.7 million tons in 1972 to 8.7 million tons in 1973, feed-grain
shipments totalled just over b million tons in each year, and soya bean shipments
increased from 392,000 tons to L84 ,000 tons.

2/ United States food exports Lo China also rose steeply. Shipments of grain
were four times as great in 1973 as in 1972: wheat shipments increased from
0.6 million tons in 1972 to 2.6 million tons in 1973 and feed-grain shipments from
0.4 million tons to 1.k million toms.

3/ There was an increase in United States wheat shipments to the developing
countries of West Asia (1.h million tons in 1972 to 1.9 million in 1973), South
Asia (2.8 to 3.4 million tons) and south-eastern and eastern Asia (3.7 to 4.1
million tons).

4/ The posted price of crude petroleum in mid-1972 was 38 per cent above the
1970 —é,'verage3 which in terms of United States dollars was little changed from the
1950 level. Market prices had also risen by about 40 per cent since 1970 when they
were about 10 per cent below the 1960 level and 30 per cent below the level of the
mid~1950s before discounts had opened up.

5/ The prices are for Arabian light oil (Bho3 £.0.b, Ras Tanura). The
background to these developments is discussed below in a section on the energy
situation. ’
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exporters followed this lead and as a result the average level of posted prices
jumped by almost 60 per cent between the third and fourth quarters of 1973. This
brought it to within a few points of the ceresl price, which at that stage was
about 170 per cent above the 1970 base.

In December 1973, the Gulf menbers of OPEC made another unilateral price
determination, raising the government "take” on Arabian light oil from just over
$3 a barrel to $7 from the beginning of 10Th. The effect of this was to raise the
market price (which includes production costs and company profit) from an average
of about $3.80 to about $8.20, and the implicit posted price (assuming the old tax
and royalty formula) from $5.12 to $11.65. This was an increase of 128 per cent,
and it thrust the petroleum price index far above that of any cother commodity: it
was over six times the 1970 level, twice the advance registered by the nearest item
on the list of price gains, namely, wheat. Moreover, while the wheat price began
to weaken as 1974 progressed and forecasts of the year's harvests began to come in,
the new high price for petroleum was reaffirmed for the second gquarter.

The first big rise in petroleum prices came in the last quarter of 1973:; and,
given the long journey taken by crude oil, through tanker and refinery, before it
reaches the market, the impact was not fully felt until 19Tk. 1In the case of
wheat , however, the increase was being transmitted through the world economy before
1973 began. The repercussions were magnified by the shortfalls that had oceurred
in the 1972 rice and ground-nut crops and the production of fishmeal in Peru., The
result was an unprecedented upsurge in the prices of virtually all the bhasic
food-stuffs whether used directly or as inputs inte the livestock and poultry
industries. The price of wheat doubled in the course of 1973; that of rice
increased even more. é/ Most of the edible oil-seeds registered a two to threefold
increase in price: soyva bean prices trebled between mid-1972 and mid-1973 before
receding, copra and most of the vegetable ¢ils continued rising till the end of
1973 (see table I-6).

The shortage of oil-seeds and fishmeal pulled up the prices of other
feed-stuffs. Maize prices reached a peak in the summer, August quotations being
well over double the corrvesponding 1972 Tigures. Though there was an easing of the
market thereafter, prices at the beginning of 19Tk were still 60 per cent above
those of a year earlier. The rise in feed prices soon affected the prices of
poultry and eggs: by the last quarter of 1973 these were about 80 per cent above
the corresponding 1072 level. Meat - one of the most buoyant commodities in
international trade, enjoying an average annual price increase of about 4 per cent
in the 1950-1870 period - was also affected: bDeef prices were up by almost
60 per cent over the vear and pork and bacon prices by only slightly less. These
trade prices exerted a strong influence on domestic farm prices in many countries
and were largely responsible for the steep climb in the food price index at the
retail level {documented in chapter II}.

Apayt from the impact of developments in the grains-livestock circuitb,
consumer food prices were also affected by changes in the sugar and beverage crops
markets. Tightness in the world sugar market had developed in 1971: the average
level of prices in 1972 was already double the 1970 figure. The raw sugar price
remained fairly stable between 9 and 10 United States cents a pound f.o.b. in 1973,

6/ In January 197h Thai rice was being gquoted f.o.b. Bangkok at three times
the price of a year earlier.
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Coffee prices, whic in 1971, began a slow recovery in 1972
and thisg continued thyough 1073 ing successive January pvjces each of
these years saw a gain of about a fourth in the Wew York guotation = well below
the increases registe va& by most other commodities. Cocoa prices had alsu declined
in 1971, but their recovery in 1972 was more rapid - a gain of U5 per cent in the
c.i.f. New York quotahion - and it went on to a doubling in the first half of 1973.
Though there was scome slipping in the second half of the yesr, the price at the
beginning of 19Th was twice the 1072 average and it ushered in a further upsurge as
the 1973/7h crop wag geen to be smaller than the need implicit in the current rate
of grinding. In contrast o these swings, the tes market
stagnant : pricpq realized in 1973 were not very differe
previous yvear and almost a ©ifth below the 1960 average.
spectacular rise in cocoa prices, the bevavaFP crop as &
the price index of food-gtuffs mmiing in internstional trade.
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from those of the
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19721973, on ptHJULilmﬂ capacity that was difficult to se in

the short rumﬂ The ‘aﬂutt 8 & rise in price no less dramatic than b recorded
by food-stuffe: the increase bﬂtmeen 1072 and 1973 was about 4O per cent For
’nwfew?mus mebals and wood and wood-pulp, 60 per cent for fibres and almost

100 pEf cent for rubber. And in sach case the vise during 1973 was sharper Than

this year~to-year increase.

By the last guerter of 1973, lumber p?i@e@‘we e averaging about 50 per cent
above the corres Dudlng 1972 figure and pulp prices about 60 per cent above. The
incresse in metal prices ranged from a mere 1b per cent in the case of sluminium
to a doubling Tor copper and a trebling for zinc: for the major non-ferrous
wetals as a group, the price index gt the of 1973 was sbout T0 per cent higher
then s vear earlisy. The fibre group registered a similar increase: abt the one
extreme jute prices were little changed; at the other sisal, which had recovered
from very low prices in 1971 and 19{;9 increased between two and threefold during
1973. The price of natural rubber, which had alsc fallen to velatively low levels
in 1971 and 1972, also staged a notable recovery in 1973, more than doubling in
the course of the year: the New York price at the heginning of 19Th was three
times the 1971-1972 average.

Responding to the increage in demand, the increase in costs and the
devaluation of the dollar. the average price of manufactured goods moving in



international trade also accelerated sharply in 1973. Compared with an average
annual rise of about 2 per cent in the period 1950-19T70, it rose by about

8 per cent between 1971 and 1972, 16 per cent between 1972 and 1973 and over

20 per cent in the course of 1973. The terms of exchange between primary
commodities and manufactures thus moved strongly in favour of the former in 1973 -
by over a fifth on a year-to-year comparison and by about a third during the year.

Not all primary commodities improved the rate at which they could be exchanged
for manufactured goods, however. Among the food-stuffs, butter, cheese, tea and
bananas lost ground, as did tobacco. Among the fibres, flax as well as jute
fetched lower relative prices in 1973. Among the metals, aluminium and nickel
(the two with a history of stable, producer-fixed prices) were the only ones to
fall behind, though several of the ores that are usually sold on long-term
contracts (iron, chrome and phosphates, in particular) also recorded only a small
change in average price.

The basket of non-ferrous metals exported by the developing countries rose
in price appreciably more than that exported by the developed market economies -
85 per cent as against 61 per cent during 1973. The same is true of the basket of
primary mineral products and the basgket of fibres and agricultural raw materials.
In the case of food-stuffs, however, it was the baskelt exported by the developed
market economies whose price rose most - 62 per cent against 4l per cent in the
course of 1973 or 51 per cent as against Wl per cent on a year-to-year comparison.

Changes in world trade

Inernational trade was among the most dynamic features of the world economy
in 1973. Preliminary estimates place the total value of exports at over
$570 billion. The increase between 1972 and 1973, measured in current dollars,
was in excess of 37 per cent - almost twice the high rate of increase registered
in the previous interval. Even measured in SDR or pre-=devaluation dollars, the
1972 to 1973 expansion was a record 25 per cent.

Al]l three of the major country groupings shared in this growth. The sum of
the exports from the centrally planned economies totalled about $53 billion,
almost a third higher than in 1972. Developed market economy exports reached
$410 billion, almost 37 per cent above the 1972 figure. As in 1971 and 1972, the
developing countries again achieved the highest rate of expansion: a gain of
almost Ll per cent between 1972 and 1973 brought their combined exports to about
$108 billion. This was about 19 per cent of the world total, compared with
18 per cent in 1970.

The expansion in imports was also widely distributed, though in this case
the developed market economies registered the largest - 37 per cent in dollar terms,
twice the increase recorded between 1971 and 1972. The smallest increase was in
the developing countries, but even this was a record 32 per cent, almost three
times the previous year's expansion (see table I-T).

The combined imports of the centrally planned economies continued to be
roughly in line with exports. In the case of the other two country groups,
however, there was a divergent movement: in the developed market economies, the
deficit (measuring exports f.o.b. and imports c.i.f.) continued to widen, reaching
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gbout $20 billion {5 per cent of export earnings) in 1973. The developing
countries, by contrast, had moved into surplus in 1972, and in 1973 exports
exceeded imports by about $11 billion, or 10 per cent.

Over half of the increase in the exports of the developed market economies
was accounted for by price changes. These were greatest (averaging 36 per cent)
in the southern hemisphere countries in whose exports wool and meat and metals
bulk large. But average unit value, expressed in dollars, also rose sharply
(around one fifth) in Japan and Western BEurope, whose exports consist almost
entirely of menufactured products: in both cases the gain between 1972 and 1973
was almost twice that registered in the previous interval. In Western Europe,
the greatest increase (25 per cent) was registered by the Furopean Free Trade
(EPTA) members, the smallest (18 per cent) by the less industrialized (southern)
countries of the region.

In the United States, there was a sharp rise in the unit value of
agricultural exports: the 13 leading items earned an average of over 50 per cent
more per unit in 1973 than in 1972. Z/ The prices of manufactures rose much less:
in the first nine months they were only 6 per cent above the corresponding average
in 1972. A similar pattern was evident in Canada, and in the aggregate, the unit
value of North American exports was about 15 per cent above the 1972 average.
Though this was the smallest increase among the developed market economy regions,
it was almost four times as great as the rise in 1971 and 1972 (see table I-8).

Th all the developed market economies the risze in export prices accelerated
as the year advanced. Hence the year-to-year increase in average unit values
was invariably less than the increase between the last quarter of 1972 and the
last quarter of 1973. The latter ranged from 17 per cent in the United Kingdom
and 24 per cent in Canada and the United States to over 33 per cent in Japan,
Sweden, Norway, Denmark and the Netherlands (36 per cent).

Compared with an increase in the average unit value of developed market
economy exports of one Tifth between 1972 and 1973, there was an increase of almost
one third in the export unit wvalue of the developing countries. This difference
reflects the primary commodity boom discussed in the previous section. The rise
in commodity prices was so general that the developing regions shared in it fairly
uniformliy. Because of the weight of mest, wheat, wool and copper in its exports,
the western hemisphere registered a slightly greater than average increase in unitg
values. Similarly, the weight of tea and jute in the exports of southern and south-
eastern Asia bended to hold down that region's average unit value. But the range of
differences was remarkably small by historical standards.

The upsurge in commodity prices was reflected in the import unit values of
the developed market economies which rose more or less in line with the share of
food-stuffs and raw materials in total imports: +the average increase between 1972
and 1973 was about 16 per cent in North America, 21 per cent in the southern tier
of Western Furopean countries, 24 per cent in the southern hemisphere group,

25 per cent in EEC and 27 per cent in Japan. For the developed market economies

Z] Ranging from less than 10 per cent more for cotton and tobacco to over
60 per cent more for wheat, soya beans and tallow.
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as a whole the rise was about 21 per ecent. This was approximately the same
increase as that experisnced by the developing c untries of southern and south-
esastern Asia. The other developing regions registered a slightly smaller increase.

The exbent to which pr ﬁge movements favoured the primary producers in 1973
ig summarized in the terms trade ind In the cage of EFLA countries, export
and import prices moved more or less in paralwaﬂﬁ so ki 3 Little change in

the group's average terms of ade The more industriali
while the primary exporting countries feeayded major gains

O

..,

FPollowing 2 significant improvement in their terms of trade between 1971 and
1972, EEC and Japan registered a deterioration of 3-b per cent in 1973. The United
States registered its third successive loss though, because of the vise in the unit
value of Tood exports, it was only a marginal one in 1973. The southern
hemisphere group which had enjoyad a 5 per cemt gain in 1972, recorded sz further
gain - of double that fiprre - in 1973.

The develop

countries, anme average terms of trade had improved about

3 per cent in 19 recorded a gain of over three times that figure in 1973. In
southern and south-sagtern Asia, where s loss in 1971 had not been Fully made good
in 1972, there was an improvement of nearly & per cent in 1973. &fmica wenb
through a similar cy@?c with some larger vear-to-year changes. 1 West Asia, where
the first major increase in petroleum prices occurred in 1971, the?e were three
successive gaing in the terms of trade. Latin Amerieca, which made up in 1972 for

a loss in 1971, enjoyed the sharpest improvement in 1973 {almost 13 per cent ).

2

Taking these price Qhaug g inte account, it would appear that the guantum of
world trade increased by over 12 per cent betw eep 1972 and 9”%9 The upsurge was
led by North America where che combined effect the dev&?uat of the United
States dollar and the vrise in the demand for fo MG stuffs L&FSEI che growvth in
export volume from a negligible proportion in 1971 to O per cent in 1972 and over
double that figure in 1973. The opposite sequence was experienced in Japen whev@
under the influence of an upvalued yen and a series of efforts to vestrain export
the growth in export volume receded from 20 per cent in 1971 to 5 per cent in l)F“
{see table I-9).

The rise in export guentum from EEC was steadier - from rather less than
T per cent in 1971 to double that rate in 1973. The most vigorous export
performance in Western Furope wag that of the southern tier of countries which
achieved gaing of 11 per cent, 16 per cent and 19 per cent in quantum in the first
three years of the decade.

The growth of exports from the southern bemisphere group of developed market

econowies was much less buoyant: poor cersal crops and virtual %%ag%arﬂ on 1n the

wool industry held the expaunsion below | per cent between 1072 and 1973, rather
less than in the preceding interval.

Amon he developing couwntries, the most vigorous grow vas 1n As
Among the d g L , y e s th A

export volume rose bm about 15 per cent hetwsen 1972 and 1973, ] hes
of increase in the two previous intervals., There was hardly Way expansion in the
over-gll volume of exports from Africa: poor ground-nut and cocoa harvests in West

Africs, cutbacks in pefroleum production in the Tibyan Arab Republic, and =
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eduction in copper shipments from Zambia were among the constraining factors.
g only a modest growth - of 2-3 per cent - in exports from Latin
America in 1972 and 1973.

The upsurge in the volume of imports was led by Japan where the vate of
increase rose from a nominal figure in 1971 to 13 per cent in 1972 snd more than
double that in 1973. There was a steadier gr JLh in EEC imports, approaching
12 per cent between 1972 and 1973. The rise in BFTA imports, though accelerating
faster, was at lower rates, while imports into thh southern tier of countries
increased by 11 per cent in 1972 and 17 per cent in 1973,

In North America, the expansion in lmport volume declined sharply from the
high 1972 vrate (13.5 per ceunt, the highest regional increase in that year) to not
much more than half that rate (the lowest regional increase in 1973). In the
southern hemisphere countries there was a rebound in iwmports following the
cutback in 1972,

Among the developing countries, the Asian region registered the most rapid
growth in imports - 1% per cent in the west, 17 per cent in the south and south-
east, well above earlier rates. At a lower level, Latin America also increased its
import volume. In Africa, imports gained momentum as the year advanced and for
1973 as a whole the increasge reached the 9 per cewh registered in 197L.

Though precise data are lacking, it is probable that price changes moved
against the Eup@yeaa centrally planned economies in 1973. Both dimport and expord
unit values rose, though, becsuse of the relative price stability (in terms of SDR)
the internal transactions of the group, the increase wag less than that
experienced in the market economies. In total trade with the rest of the world,
import unit values seem to have risen azbout U per cent wmere than export unit values.
Reflecting a sharp re 0uvezy in exports from the Soviet Union, the quantum of trade
was 11-12 per cent greater in 1673 than in 1972,

?-J.a

Changes in the international monetary situation

<

The rapid and large changes that took place in 1972 and 1973 in the field of
prices and trade transformed the world monetary and payments situation. They
served to reaffirm the economic strength of the large resource=-rich countries -
particularly the United States and the Soviet Union - and expose some of the
weaknesses in many of the WLheJma The fact that among these weaknesses was the
problem of assuring Supplﬂes of two vital commodity categories = food-sburfs and
fuels - tvrned the events of © car into a severe test For the philosophy of
interdependence and giobal Sali&a ty that hasz underpinned wost trade and aid
policy in the post-war period. A umber of defensive actions were taken to pwatect
domestic supplies of wvarious food ems and the year ended with the flow and price
of petroleum being ma m1p01d+g by major exporters for the purpose of achieving

certain political and economic ends. 8’ The result was to cast grave doubt on the
future of both the trade liberalizing negotiations that were insugurated under the

Hvﬁ P»O

gﬁ Changes in the food and enevgy situstion are discussed iun the sections that
follow. Developments in the internstional monetary situaticn that resulted from
changes in the external balance of the developed market economies are discussed in

chapter II.
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General Agreement on Tariffs and Trade (GATT) in Tokyo in September and the process
of reforming the international monetary system which was under discussion in the
Committee of 20 of the International Monetary Fund (TMF) .

The real test for trade and monetary policy still lies ahead, when the
enlarged output of many commodities stimulated by the high prices of 1973 begins to
seek markets, when the transfer of resources to the petroleum exporters in the
wake of the doubling of the posted price at the beginning of 197h begins to
exert a deflationary effect in the importing countries and when the cyclical
upswing in activity in the developed market economies tha* was the dominant
influence on the world economy in 1972-1973 gives way to a general deceleration.

The events of 1973 have changed the nature of the monetary problem, perhaps
not fundamentally but certainly in terms of the immediate approach both to the
rules of the game and to operational procedures and mechanisms. Uncertainty
regarding the impact of the change in commodity price relationships on individual
economies has made it impossible to visualize any set of currency relationships
that might constitute the basis of the system of "stable but adjustable’ exchange
rates that has been one of the main objects of search ever since the breakdown
of the Bretton Woods régime. It is clear that the extraordinary price changes that
took place in the course of the year would have done far more damage to the
domestic economies of many countries if the major currencies had not been floating,
if not freely then at least in a manner that relieved the Governments of the
obligation to defend a particular exchange rate by internal measures that might be
not only growth-inhibiting but also contagious. The need now is to reach agreement
on a set of rules for floating which will reduce the risk of avoidable instability
and defensive action which might set off retaliatory reaction to the detriment of
worlid trade.

The change in price relationships has also altered the immediate need for
and purpose of a scheme for increasing the international liquidity of the
developing countries. In the course of 1972 and 1973 the official reserves of the
developing countries increased by $20 billion or almost 90 per cent, three times
the rate of increase of developed market economy reserves (see table I-10). This
expansion was widely distributed:; nevertheless it has left a number of developing
countries in a vulnerable pogition, some because of export weakness, gome because
of high external indebtedness, some because of the relative lmportance of their
food or energy deficits. These are the countries that will require special
assistance to tide them over the immediate aftermath of the events of 1973.

Changes in the world food situation

The food situation that developed in 1972/73 - uncomfortable everywhere, and
in some areas quite critical - was the result of the concurrence of a number of
independent factors, affecting chiefly the supply side but also reflecting the
continuing increase in demand stemming from growth in population (rapid by
historical standards) and rising incomes throughout the world but especially in the
more affluent countries where an upgrading of diet through higher meat consumption
has been greatly expanding feed-grain requirements.

By 1972 there were 17 countries, with a combined population of over
500 million, consuming more than 100 pounds of meat per person per year and

I-12



another 17, with a population of almost 600 million consuming between 50 and

100 pounds of weat Per person per year. Over the previous decade, annual per capita
consumption had increased by 20 pounds in Czechoslovakia, Finland, Hungary, Italy,
Spain, Switzerland and the Soviet Union and by 30 pounds in Belgium, Canada, the
Federal Republic of Germany, Greece, Ireland and the United States. Though still
relatively low (about 31 pounds per person in 1972), per capita meat consumption
had doubled in Japan over the 10 years; imports were approaching 1 million pounds a
year, seven times the average for the first half of the 1960s.

World trade in feed grains fluctuated between 4O and 45 million tons a year
in the second half of the 1960s, but in response to a steadily increasing demand
in Japan and a sharp jump in requirements in Burope and the Soviet Union, it
expanded by about 5 million tons a year in the early 1970s to reach an estimated
66 million tons in 1973/Tk. This expansion in import requirements reflects poor
coarse grain crops in the Soviet Union in 1971/72 and 1972/73 (about 4 million tons
below the 1970/71 level) and the failure of output to increase in Western Europe
in 1972/73. It also reflects the sharp drop in world fishmeal production in 1972
and 1973 (largely as a result of the vagaries of the Humboldt Current off the west
coast of South America and the consequent reduction in the anchovy catch) and in
ground-nut , sunflower seed and rapeseed production in 1973.

In the face of this increase in demand for feed grains, there was a smaller
maize crop in 1972: +there were sharp declines in Central America, in eastern and
southern Africa and in India and south-castern Asia. The harvest in two of the
leading exporters - South Africa and Thailand - was below 6 million tons, half
the 1971 level. The United States crop {almost half the world total) was also down
on the 1971 level. The maize price on the Rotterdam market started to move upwards
in mid=1972 and by mid-1973 it had doubled, before levelling off in anticipation
of an appreciably better 2973 harvest = in most of the 1mport1ng as well as the
main exporting countries.

The world wheat crop was also smaller in 1972 - at 331 million tons it was
about 3 per cent below the previous year's output. The main decline was in the
Soviet Union (where the 86 million ton crop was below the average achieved in the
second half of the 1960s) but there were also small harvests in Australia and
Canada (two major exporters, whose 1971 output was also low). The 1972 crop was a
small one in Brazil and Mexico, while 1973 brought a sharp decline in Argentina
as well as in North Africa, Irag and the Syrian Arab Republic, and the Indian
output was also down. In a number of cases both the 1972 and 1973 harvests were
poor - Uruguay and the Andean countries in South America, Ttaly and Spain and
Kenya ~ while in Japan and the Republic of Korea there were three successive
reductions in wheat output. As in the case of maize, wheat prices also began to
rise steeply in mid-1972. Despite a record world crop in 1973 - about 367 million
tons, 10 per cent above the 1972 figure, there was much less tendency for prices
to level off in the second half of 1973, however, and by January 1974 wheat was
being quoted at between three and four times the dollar price of two years earlier.

One reason for the continued tightness of the market at this stage was the
precarious stock situation. Between mid-1970 and mid-1973 the combined carry-over
of the four major exporting countries - Argentina, Australia, Canada and the
United States - was reduced from almost 69 million tons to less than 30 million
tons. This was well below the level to which stocks had been drawn down by the
monsoon failures of the mid-1960s, and the prospect was for a further decline to
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levels widely regarded as dangerously low in the 1light of the vagaries in the
weather and the continuing growth in reguirvements.

Another veason for misgivings about the adequacy of wheat stocks was the
uncerbainty ngeadexed by the rice gituation. The 1972 crops were poor throughout
Agia, in Burﬂa and Thailand as well as almost all the pnet luporting countries:

1ndeed the season's output, execlusive of China, was below the average harvest
during the second half of the 1960s. Production was also down in the United States
and Western Burope, as well as in Guyana and Venezuels, Madagascar and most of

West Africa. This last group of countries had another poor crop in 1973 as did the
Khmer Republic, Pakistan and Svri Lanka, though elsewhere there was a gratifying
recovery, with world production exceeding 300 million tons for the first time, As
in the case of the other cereals, rice prices began rising steeply in mid-1972; as
exporters were not in a position to sabtisfy the import demand, the market became
very difficult and the prices quoted in Bangkok in January 197hk were three times
the level of a year earlier.

Whereas in the case of wheat and feed grains the existence of sizable stocks
in the major exporting countries permitted the decline in production hetween
1971/72 and 1972/73 to be compensated by a large increase in iwnternational trade,
in the case of rice the reduction in crop was accowmpanied by a decline in trade
(see table I-11). Net imports of cereals into Western Hurope snd Japsn increassed
moderately in this period. The main upsurge was in the regquirements of the
centrally planned econcmies, Soviet imports veaching & gross 22 million tons in
1972/73 before falling back to half that amount in 1973/7h. The deficits were met
very largely from North America whose net cereal exports averaged sbout 90 million
tons a year in these two seasons.

Perhaps the most disquieting fTeature was the rise in the cereal deficit of
the developing counbries. In each of the regions it increased in this period,
exeeeding 30 million tons in 1973/7h4, almost three times the average annual net
imports that were necessary to tide the developing countries over the emergency
arising from the crop failures of the i d-1960s .

In almost half the developing countries food production failed to keep

pace with population growth in the 1960s and in almost half these countries 1973
brought a decline. The majority of countries with the lsast satisfactory
performance were African - Bast and West as well as around the Sahara - but they
also included several of the Andean and Caribbean countries and also the Khmer
Republic, once an important source of rice for south-eastern Asia but the scene
of three successive declines, reducing its 1973 Tocd output to approximately a
fourth of the 1970 level. OFf the T9 developing countries ﬂOY which

v Togd
production dats can be compiled, no less than 28 produced less food per wiit of
population in each of the first three years of the 1970s tUdL 10 yesrs riier.
And in the great majority of these countries, per capits output in 19{3 Was more
than 10 per cent below the average for the first half of the 1960: (see table T-12
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In many developing countries, Tood difficulties were greater in 1972/7?
than is suggested by mftioxaj average indices of production. 9’ Lhe effects of
adverse cli b long were sometimes locslized and food shortages arose
less becausge of shortage of total supply than because of ﬁechleﬁC¢ g in the
system of distrd bUElUQ Thus the food situation in the Sahelian countries was
seriously aggra ed by logistic dlliﬂﬁult“"ﬁi and loeal famine conditions
developed in par g of Bthiopia and also in some states in Tndis where over-all
per capita aValiablllcy of grain and pulzes, though dropping sharply from

426 pounds in 1971 to about 4OL pounds in 1973, was well above the 370 pound level
that had prevailed in the droughts of 1966 and 196

_}

Another unfavourable factor affecting the food situation in general and the
developing countries in particular was the tightness of the fertilizer market.
This had its origin, in part, in the apprehension about food supplies that emerged
in mid-1972. The release of cereal acreage from the "soil-bank” in the United
States and decisions by farmers in North America and elsewhere to expand
production greatly increased the demand for fertilizer. 10/

In the case of nitrogenous fertilizers, requirements were soon running ahead
of production capacity, and stocks that had been accumulated in the late 1960s
were drawn down. The bupp¢y of naphtha and other petro-industry feedstocks
proved insufficient and prices rose sharply. 11/ As the petroleum situation
worsened, production difficulties mounted: the price of ammonis on the European
market trebled in the second half of 1973 and wmeny exporting countries announced
their inability to meet commitments, not only in EEC and Japan - by far the largest
exporters « bub also Bulgaris, Romania and the Soviet Union.

9/ It should be noted that although these pzoduvulun indices exclude coffee
and Lea they do inciude food items that feabure prominently in the exports of
some couatxlesu To this extent, the movement in the index may exaggerate the real
change in indigenous domestic supplies. Thus the decline in the index in 1972/73
in Guyana, Jamaica and Trinidad and Tobago reflects, in part, smaller sugar crops,
the effect of which was felt more in exports than in internal consumption. Small
ground-put crops had a similar effect in the Niger and Senegal {in 1972) and in
Wigeria (in 1973). ‘

10/ Tn the United States alone, the arvea under cultivation increased by
29 million acras, about a sixth of the 197273 tobsl, in addition to more intensive
cultivation of existing Parmed areas: the effective expansion 1z estimated to be
from 293 willion acres in 1072 to 329 wmilldion in 197h.

A opeuci up belween prices on the world mavket and those in the

i ler official control and there was an upswing in
Sudie : QVPOWTS from 4,5 million tons in 1970/71 to about 6 million
1972773, er the berms of decontrol ordered in Ovtober 1973 - when
inventories were down b0 per cent on the year before and production was
13 per cent higheyr - the fex izer industry undertook to provide domestic
with an extra 3 million tons in 1974, As a result, the United States price
50 per cent and exports fell away; by Januvary 1974 the average price of
ertilizers was 65 per cent above the previous control level. TIn April, however,
it was still being predicted %hatﬂ degpite the iimitation of exports, supplies
would fall short of domestic regquirements in 19Th - by as much as 10 per cent in
the case of phosphates, and 15 per cent in the case of nitrogen.




Phosphate supplies were also short of the new level of requirements. As in
the case of nitrogen, capacity had run ahead of demand in the late 1960s, stocks
had accumulated and investment tailed off. In the course of 1972/73 production
was stepped up to capacity rates and stocks were run down. As fuel shortages
developed and power and transport difficulties increased in the second half of
1973, supplies became very tight. At the end of the year, Morocco, the third
largest producer of raw rock phosphate, raised its export price from $1b to $42
per ton. Rapid expansion in the United States depends on an extension of
strip mining (chiefly in Florida) and since this is being strenuously opposed by
environment protection groups, the prospects for an early end to shortages in that
country are not bright.

In the long run, the developing countries as a group are very well placed
from the point of view of fertilizer supplies: they possess the bulk of the
reserves of phosphate roek and of the hydrocarbons that are the basic raw materials
for the various nitrogenous fertilizers. In the short run, however, their position
is weak: their capacity to manufacture the fertilizer from the raw materials is
£t11l relatively small -~ in 1972 their share of world oubtput was 9 per cent in the
case of nitrogen (N), 7 per cent in the case of phosphates (PQO ) and 2 per cent in
the case of potash (K.0) - and their ability to build it up rapidly is severely
limited. Moreover, the greatest need lies in the overloaded soils of southern
and south-eastern Asia, in countries that lack the raw materials and do not provide
commercially attractive markets. 12/ It is these countries, moreover, which have
embarked most earnestly on the attempt to improve output per hectare by cultivating
the new varieties of wheat and rice that are particularly dependent on adequate
and controlled inputs of water and fertilizer. While it is true that shortage of
water brought to a halt the upward trend in yields in southern and south-eastern
Asia in 1972, further gains in output will depend increasingly on a resumption of
this trend. The region imported about 1 million tons of nitrogen in 1972, about
a third of its consumption. As its domestic production of fertilizers is based
largely on imported raw materials, the region faces a dual threat of scarcity, as
well as the financial burden implicit in the higher prices now commanded on the
world market by both the vaw material and the products.

As net importers of food-stuffs, the developing countries also suffeved as a
result of the upsurge in food prices set in motion by the massive grain transactions
of mid-1972. In the first half of 1973, cereal prices, measured in dollars, were
about 50 per cent above the corresponding 1972 level and by the second half they
had doubled. Prices of edible oils entering world trade followed a similar
course (see figure I above). Though almost all commodity prices rose rapidly
during the year, and several - including cocoa, cotton, sisal, rubber, copper,
zinc and petroleum - kept up with basic food-stuffs, the terms of exchange between
cereals and other primary commodities moved strongly in favour of the former in
1973. 1In particular, exporters of tea and sugar and jute and iron, manganese and
chrome ores had to give much more of their product to obtain a ton of wheat or rice
in 1973 than in 1972. In this respect, too, southern Asia entered 197k in an
unfavourable position.

12/ In 1973, for example, Kuwait's total production of urea was sold to
China, which country also accounts for a rapidly increasing proportion of the
nitrogen exports of Japan.
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The energy situation

Like the food crisis, the 1973 energy crisis was a mixture of long=brewing
problems and sudden and unexpected developments. And because of the former, the
impact of the latter is likely to have much more far-reaching consequences than
would otherwise have been the case.

The long-term problems arise from changes that have been taking place both
on the production side and on the consumption side. Perhaps the most significant
changes in the pattern of production have been the running down of the European
coal industry, the deceleration and subseguent peaking of petroleum production
in the United States and the rapid rise in the relative importance of supplies
of petroleum from small countries with few other resources. On the consumption
side, the most significant changes have been the rapid growth in road transport
and in the petrochemical industry and the rcontinued substitution of liquid and
gaseous fuels for solid fuels in many uses, including some with particularly high
rates of expansion, such as space heating and the generation of electricity.

Solid fuels accounted for half of the world's energy consumption at the
beginning of the 1960s, but only a third at the beginning of the 1970s. In Western
Burope the decline was from over 60 per cent to under 30 per cent; in Japan from
over 50 per cent to under 25 per cent. By 1972, solid fuels were furnishing less
than a fifth of the energy needs of North America and the developing countries
(see table I-13). Hydropower has been increasing only slowly: in the developed
market economies new sites are becoming fewer and more difficult to harness,
while in the developing countries the high capital costs usually involved are a
strong deterrent. Nuclear and other non-conventional sources of energy, though
becoming more important, still contribute only a smell proportion of total
consumption. The world has thus become rapidly more dependent on gaseous and
liguid hydrocarbons and a vast infrastructure of tankers and port facilities,
and pipelines and refinerizs has been integrated not only into the world's
production and transport systems but also into household consumption and
personal 1life styles.

The triumph of hydrocarbons is illustrated most graphically in the
generation of electricity - the area in which competition between the fuels is
least inhibited by specific requirements. By the early 1970s the proportion of
power station energy input provided by solid fuels had dropped to around
5L per cent in Western Furope and the United States. In the course of the
1960s, the share of petroleum had more than doubled - to 34 per cent in Western
Furope and 17 per cent in the United States where natural gas had become a prime
energy source (see table I-1hL).

Thus, during the 1960s while global energy consumption was increasing at an
average of about 5.5 per cent a year, the consumption of petroleum was rising at
over 8 per cent a year. This reflects not only the rapid growth in end uses for
which petroleum is the preferred fuel but also extremely competitive prices made
possible by the expansion of low-cost Middle East production and a decline in
freight rates of almost one fourth in the first half of the decade, during which
exports had increased by about 50 per cent in the face of a very limited intake
by the United States market which had been partly closed in 1958 behind an import
quota system.
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As a result of the rapid rise in the consumption of hydrocarbons, the
developed market economies had become increasingly dependent on imports for their
energy supplies. By the beginning of the 1970s, North America, which had been a
net exporter of energy until the war, was getting a third of its petroleum and
about an eighth of its total energy from abroad. Western Burope and Japan were
almost entirely dependent on imports for their petroleum and the proportion of
their total energy consumption drawn from abroad had risen to about 60 per cent
and 85 per cent respectively.

In the meantime, the pattern of production had changed quite radically. The
contribution of the United States to the world petroleum output Tell from a third
to a fifth in the course of the 1960s, and by 1973 it was down to a sixth. The
contribution of the Soviet Union, which had risen sharnly in the 1950s, continued
to inch upwards in the 1960s, approaching 16 per cent in the early 1970z, The
countries that grouped themselves into the Organization of Petroleum Exporting
Countries (OPEC) in 1960 were responsible for half the world's output 10 years
later: and their share had visen to 55 per cent by 1975. And, most significant
of all was the rising proportion of the total originating in what might be called
the oil econcomies - countries based almost entirely on petroleum mining. This
proportion doubled between 1955 and 1973, by which time these countries - with a
population of about 11 million, almost three fourths in Saudi Arabia - accounted
for 29 per cent of world production. They had overtaken the remaining members of
QPEC - larger and more diversified economies with a cowbined populaticn of about
260 million. By 1973 these small o0il economies were the source of half the
world's petroleum exports (see table I-15),

With very large official currency reserves and with only BOMhoaooo workers
engaged in the petroleum industyy, 13/ these oil economies had developed a unique
sosition in the world commodity structure: their production and export policies
could be determined virtually without veference to either the earnings of
employees in the industry or the country's earnings of foreign exchange.

During this period the influence of the major multinational petroleum
companies was being weakened, partly by the activities of competing "independent”
companies (which did much to develop the Libyan oilfields), partly by the growth
of national companies both in the importing countries and in the exporting
countries (all anxious to share in the production and distribution of petroleum),
partly by the narrowing of the gzap between production capacity and current
consumption (which, as implied above, had opened up in the late 1950s and early
1960s as the new Venezuelan and Libyan fields weve brought into the supply) and
partly by the development of expertise in the petroleum winistries of the producing

1;/ Estimated on the basis of the productivity of oil workers in Saudi Arabis
where in 1970 the petroleum industry employed just over 10,000 workers producing
about 125,000 barrels per employee. By way of contrast, the number of workers

_engaged 1n the copper industry in Zambia - a country with about half the
population of Saudi Arabia - was five times as great and their output of about
15 tons of copper per employee implied a productivity in dollar terms of about
a tenth of the Saudi Arabian figure - and an even smaller fraction at 1973 prices.



countries and in OPEC, 1&] which had been created "to safeguard the interests of
member countries individuslly and collectively". Since its Sixteenth Conference
in June 1968, OPEC has successfully negotiated with the companies for a
progressively larger share in total petroleum proceeds {through higher prices,
higher taxesg, more frequent revisions in agreements and adjustments for inflation
and currency changes) and for a progressively greater degree of host country
varticipation in the industry (through shares in the international companies,
reservation of deposits Tor national companies and speedier development and
relinquishment of concessions).

The upswing in economic activity that began in North America in 1971 and in
the rest of the developed market economies in 1972 coincided with a deceleration
in energy production. In North America, the rate of increase in domestic energy
output receded towards 1 per cent a year in the period 1970-1972, compared with
an average of about 5 per cent a year in the 1960s, and in Japan there was a jump
in the rate of decline. There was also a slowing down in the high rate of growth
in energy production in the developing countries, reflecting in part a reduction
in petroleum output in the Libyan Arab Republic, Oman and Venezuela in 1971 and
1972, in Algeria in 1971 and in Irag in 1972. The early 1970s thus witnessed a
distinet tightening of the fuel market that for a whole decade - except for a brief
disruption at the time of 1967 Arab-Israeli war - had been relatively lax.

Tn Pebruary 1971, following a long period of price stability, the six Gulf
members of OPEC negotiated the Teheran Agreement with 22 producing companies
raising the "posted” (tax reference) price of crude petroleum by 21 per cent,
bringing Arabian Light (34© API) - the representative, "bench-mark” oil 15/ - up
from $1.80 to $2.18 per barrel f.o.b. Ras Tanura. This was adjusted upwards in
January 1972 and with increasing freguency in 1973, reaching $3.01 in October. Tt
was raised abruptly to $5.12 on 16 October and to $11.65 as from 1 January 197k.
This price was reaffirmed in March, subject to review in June when the OPEC meets
in Quito.

The market was further disrupted by a decision of OAPEC 16/ to reduce
production by 10 per cent following its meeting on 17 October 1973 and 25 per cent
in November and Decewber and to prohibit exports to Denmark, the Netherlands and
the United States - States that were regarded as friendly to Israel - and
(subsequently) Portugal, South Africa and Southern Rhodesia. In January 19Tk
production was raised by 10 per cent and in March the ewbargo on shipments to the
United States was lifted by all members except Iraq, the Libyan Arab Republic and
the Syrian Arab Republic.

14/ Abu Dhabi, Algeria, Indonesia, Iran, Irag, Kuwait, Libyan Arab Republic,
Nigeria, Qabar, Saudi Arabia and Venezuela plus Ecuador (since November 1973) and
Gobon {(an associate member). In 1972, these countries accounted for about
52 per cent of world production of crude petroleum and about 84 per cent of all
exXports.

15/ Against which other oils are aligned in the light of specific gravity,
sulphur content, place of loading and so on.

16/ Abu Dhabi, Algeria, Bahrain, Egypt, Kuwait, the Libyan Arab Republic,

Qatar, Saudi Arabia and the Syvrian Arab Republic, plus Iraqg which dissented from the
decision.



The radical changes that have taken place in the organization of the industry
have so far concerned responsibility and procedureg in the decision-uaking process
rather than the physical, technical or economic structure of petroleum mining,
refining and distribution. They have replaced the mors or less uniforu pattern
that tended to prevail among the major exporting countries in respect to relations
between host Government and concessionary company by a much more diverse set of
relationships that are obviously still vather tentative and experimental. While
decisions regarding rates of production are now wmade uniformly by the Governments
rather than the operating companies and in the Persian Gulf there is a single set
of posted prices (set unilaterally by the Covernments rather than after
negotiation with the compenies), marketing methods and the division of the proceeds
between operating costs, government revenue and company profit differ considerably
from ccuntry to country.

The differences arise in part from the extent to which individual host
Governments now "participate” in the companies, how their share in the equity has
been acquired (by nationalization or by purchase), the amount of compensation or
the method of evaluating the shares, and how psyment to the company is being made.
They also arise in both the method of payment and the rate in respect of
royalties applicable to the volume of petroleum lifted, in respect of any share
of profit (or dividends) that may be due on the Government-owned equity, and in
respect of taxes levied on the gross or net income of the company. There are
also differences in the way CGovernmeunts actually handle the lifted petroleum
acquired by them through the operation of national mining cowpanies or through
payment in kind made by the foreign companies in respect of dividends
("participation" share) or royalties.

In the period of increasing tightness in the petroleum market, COPEC
Governments steadily improved both total petroleum proceeds and their share of
that total. As indicated above, posted prices more or less trebled between 1970
and the end of 1973. The Libyan Arab Republic and Iraqg nationalized some of
the companies holding local petroleum concessions. And in 1972 various
participation negotiations began: the early agreements visualized an initial
25 per cent share of the company equity being acquired by the Government, with
a gradual build-up to a majority shareholding by the 1980s. Given market
conditions and the mounting political tensions in the Middle East, few of these
agreements reached ratification stage. A leap-frogging effect set in, as each
Government sought to achieve a somewhat more favourable arvengement than the one
most recently negotiated.

Some of the obligations of the companies to their host Governments -~ royalties,
taxes or dividends - hawve been settled in pebroleum rather than in cash. Most of
this petroleum has been s0ld back to the companies for disposgl through regular
marketing channels, but as shortages developed late in 1973, several Covernments
began experimenting with sales through suction. At the height of the squeeze such
auctions yielded bids approaching double the posted price. The quantities were
guite small, however, and after a relatively mild winter during which various
conservation measureg were adopted in the main importing countries, auction bids
declined, and by April, after the ending of the Arab oil ewbargo, they had dropped
below the $11.65 posted price.

The immediate impact of the curtailment of pelroleum supplies was felt directly
in space heating, road and air transport, electricity generation and in some of the
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petrochemical industries and indirectly in the activities dinvolving travel and
depending on tourists and in those industries producing energy-intensive consumer
durables, particularly large motor-cars. In most of the developed market
economies, voluntary adjustments of energy use achieved the necessary economies,
though not without some spot reduction in employment and production. 17/ In
Japan, where Imported petroleum provides three fourths of all primary energy,
voluntary reductions of 10 per cent of oil and electricity consumpbion introduced
in November 1973 were increased to 15 per cent in January 197L and made mandatory
in February when industrial users were divided into four groups in accovdance
with essentiality. Output was affected most in such energy-intensive industries
as aluminium, iron and steel, and ship=building and also in those using
petroleum~based feedstocks, particularly plastics, synthetic fibres and nitrogenous
fertilizers. These industries were also affected in some of the developing
countries in Asia. As indicated in the previous section, shortages in nitrogenous
fertilizers began to be experienced throughout the region, posing a threat to the
underlying technology of the "green revolution'.

Tn 1974 and the period immediately ahead, the impact of the changes in the
world petroleum industry will be transmitted very largely through price. Though
the exact dimensions of the price change are not determinable, it is clear that
the unprecedented increase that has already occurred - more than guadrupling
the "take" of the host Government between January 1973 and January 1974 - will be
its main feature. The uncertainty stems from the fact that the system of pricing
that was built up in the 1950s to ensure an agreed division of petroleum
proceeds between host Government and producing company has been set aside before
the shape of a successor system has emerged. While the avithmetic for calculating
host Govermment revenue from royalty and tax has been retained, st least for
producers around the Persian Gulf (see table I-16), its rationale disappeared when
OPEC unilaterally set the posted price without reference to the market. l§/

Another uncertainty has been introduced by the practice of host Governments to

take the result of their (increasing) participation in the equity of the operating
companies in the form of petroleum rather than cash dividends. As indicated above,
the way in which this "participation” petroleum (and the output of national
companies) is handled will affect market price. Finally, and most decisively in
the short run, OPEC or its member Governments will determine the rate of production.

17/ In the first four months of 197k in the United States, for example,
motor~car production was almost a third lower than in the corresvonding period
in 1973, and the lowest since 1967. Dealer inventories of larger cars rose
sharply. In mid-March about 200,000 automobile workers (out of a total of
1.4 million) were out of work. At that time, almost a sixth of all new applicants
for unemployment insurance were stating that they had lost thelr jobs because of
the energy situation.

18/ In the 1950s, the posted price was intended to be the actual selling
price. During the 1960s, when excess capacity emerged and some Governments

were urging increased production, a certain amount of petroleum was in fact sold
at a discount - which was borne by the companies concerned out of their share of
the proceeds. In October 1973, when OPEC made its first unilateral determination
of posted prices, it ruled that they should be maintained at 40 per cent above

the market level, but this seems to have been abandoned early in 19Th.
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shares of the operating companies, though the pace at which this will ocecur, the
ultimate extent of the "participation” and the valuation of the assets concerned
are matters that are far from settled ab the present time.

The remainder of the revenue - probably amounting to well over $40 billion
in 197k - will accrue to the eight undiversified oil-erxporting econcmies whose
capacity to absorb additional rescurces is severely limited. The effective
recycling of these funds constructively .dnto the world economy will pose much
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avoided. And some of this lending will have to be to the developing countries, if
the difficulty that some of them now face in paying for petroleum imports is to be
prevented from gravely impairing their development.

In the longer run, various adjustments are to be expected. Many importing
countries have already launched major efforts to conserve energy and to diversify
their sources of supply - both gecgraphically and by fuel type - and the increase
in petroleum prices is bound to encourage more exploration and production. The
radical change in the role of the international mining companies in the marketing
structure may in the long run give rise to more, rather than less competiticn.
Methods of selling "national” and "participation™ o0il are far from settled. The
extent to which producing Goveraments will invest "downstream' in the petroleum
industry 1is still undetermined, as is the role of the independent tanker owners.
Experiements with auction sales are still continuing and could be
institutionalized.

Clearly, the events of 1973 have opened up a number of guestions regarding
the production, distribution and use of energy. The traditional organization of
the global petroleum industry has been greatly altered, but the exact nature of
its replacement is not yet discernible. TFrom the point of view of the world
econony, however, the sheer importance of petroleum in world trade and its vital
role in world energy supply make it necessary to aseck methods of marketing and
price formation that are not only fair (to producer and consumer alike) but also
gtable and rationsl, encouraging the wise use of this nop-renswable rescurce.

Potentially wmost important of all, a better understanding the problem
from the global viewpoint may have emerged. On the one hand, s involves a
greater sympathy with the efforts of a developing country rich in only cone
natural Tresource to spread the exploitation of that resource over time sc as to
optimize its contribution to the country’s economic development. On the obher
hand it also involves an appreciation on the part of the resource countyry that the
value of the assets it acquired in exchange for its resource exports is not wholly
independent of the terms of exchange: uncertainty in the supply of a critical
commedity and large price changes unrelated to market considerstions could not
only adversely affect the currencies chiefly concerned but also set in motion
defensive commercial policies that would slow down the growth in world trade and
Jjeopardize the development process. As the foreign assets in the hands of the
petroleum exporters expand so too will their vesponsibility for the successful
functioning of the world economy.




Table I-1. World production: annual growth rates, by country group,

1971-1973
(Percentage)
and country group Change from preceding year
1971 1972 1973 a/
. b/
Gross domestic product—

Sum of country groups . . « o . o o L.2 5.4 6.7
Developed market economies c/ . 3.6 5.5 6.5
Centrally planned economies d,e/. . . 6.0 5.0 T.1
Developing countries £/ . . 5.6 5,2 7.2

Industrial productiong/

Sum of country groups . o « .« o . 3.8 7.3 9.8
Developed market economies g/ o e e 1.3 T.2 9.8
Centrally planned economies d/. . 7.7 7.0 8.0
Developing countries £/ . . . . . . 7.2 8.4 11.0

Agricultural productionE/

Sum of country groups . . . o . o & . 3.3 -0.8 5.7
Developed market economies ¢/ . . . 5.0 0.7 1.5
Centrally planned economies d/. . . . 2.5 -0.3 10.8
Developing countries £/ . . 2.k =1.6 5.6

v Source: Centre for Development Planning, Projections and Policies of the United
Nations Secretariat, based on United Nations Monthly Bulletin of Statistics and
Yearbook of National Accounts Statistics:; FEconomic Commission for Africa, "Survey
of economic conditions in Africa, 1973; summary" (E/CN.14/621/Summary); Economic
Commission for Asia and the Far East, "Economic survey of Asia and the Far Fast,
1973, part two" (preliminary version, E/CN.11/L.385/B):; Food and Agriculture
Organization of the United Nations, Monthly Bulletin of Agricultural Fconomics and
Statistics (Rome); information supplied by the United States Department of
Agriculture, and national sources.

Note: Methods of estimation differ among the production components and
among the country groups. For this reason and because of the problem of assigning
weights to the country groups, the aggregated changes should be interpreted with
‘due caution. The over-all figures provide no more than a rough and ready indicator
of the magnitude of year-to-year changes.

(Foot-notes on following page)



(Poot-notes to table I-1)

a/ Preliminary, based in some cases on less than 12 months' data and, in

some of the developing countries, on indicators.
Q/ Measured at constant market prices.

g/ North America, northern, southern and Western Europe, Australia, Japan,
New Zealand, South Africa.

d/ Eastern Europe, USSR.

e/ Data refer to net material product and are not strictly comparable to
those of the other country groups.

£/ Latin America and Caribbean area, Africa (other than South Africa), Asia
(other than China, Democratic Republic of Korea, Democratic Republic of Viet-Nam,
Japan, Mongolia).

g/ Based on index of value added, except in the centrally planned economies
for which the index is based on gross output at constant prices; in the case of
the German Democratic Republic, the index refers to the value of commodity
production, and in the case of Hungary to output in physical units and other
indicators. In most developing countries, the data are for the organized
industrial sector and exclude small-scale and handicraft production.

h/ Based on index of gross output and hence not comparable with the national
accounts measure of production. Methods of estimation differ among the country
groups.
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Table I-2. World agricultural production, by country group, 1971-1973
(Percentage )

Country group Change from preceding year
1971 1972 1973 a/
Sum of country Eroups » o « o o ¢ ¢ o o » o 3.3 -0.8 5.7
Developed market econcomies . . . « o « o 5.0 0.7 1.5
North Americégf T« o) - 3.4
Western FEurope. . « « o o « o o o o o o 5.3 - 0.8
JaPaN « & . ¢ o 4 2 6 s 6 e o s o s o & =5.5 5.8 0.9
Southern hemisphere ¢/. . . . . . . 5.6 =2.3 =b.7
Centrally planned economies of Burope . . . 2.5 =0,3 10.8
, a/

Fastern Furope= . . . . = o o « ¢« o o « 5.6 7.5 L.9
USSR & v « v v« & 1.1 =1 1k.0
Developing countries 2.4 1.6 5.6
Western hemisphere. . « « « « o « =« = « 2.5 -0.8 L.8
Africa. o o o o 0 o o e @ o o . R 1.7 -2.h
West Asia « v 0 v o o o o o e o o oo 0 s - 11.h -5.1
Southern and south-eastern Asia . 1.6 T 9.8

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, Monthly Bulletin of Agricultural Economics and Statistics (Rome):
information supplied by the United States Department of Agriculture, and national
sources.

a/ Preliminary.
b/ Canada, United States of America.
c/ Australia, New Zealand, South Africa.

gf Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland,
Romania.



Table I-3. World industrial growth, by country group, 1971-19T73

(Percentage)
Country group Change from preceding year
1071 1972 1973 a/
Sum of country groupsﬁg G I ¢ 7.3 9.4
Developed market economies. . . . . . . 1.3 T.2 9.8
. b/

North America~ . . . 0.7 8.5 9.8
Western Europe. o o« o = o o o o o o 2.7 5.3 T7:5
Japan « o o o o o 4 o & . . 2.4 7.5 17.3
Southern hemisphere ¢/, . 2.2 b.h 8.k
Centrally planned econcmies of Furope . T.7 T.0 8.0
Eastern Europegfe e e e e e e e s . T.6 8.3 9.6
USSR, « v v v v v o e o o o o = o s o T.7 6.5 7.k
Developing countries. . . . . . . 7.2 8.4 11.0
Western hemisphere. . . . . . . . . . 6.8 7.6 7.9
Africa. o . o « « o o v « &+ o o . . 3.k 8.1 6.8
Asia. & o v ¢ 4 6 e s e & o o & o s 8.5 10.1 13.0

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics, data supplied by the EBeonomic Commission for Africa
and national sources.

a/ Preliminary.
b/ Canada and the United States of America.
¢/ Australia, New Zealand and South Africa.

gf\Bulgaria9 Czechoslovakia, German Democratic Republiec, Hungary, Poland and
Romania.



Table I-k. World industrial production: changes by branch and country group,

1971-1975

(Percentage change from correéponding period of preceding year)

Country group and Light manufacturinggf Heavy manufacturingg/__
period Mining Total Food Textiles  Total Chemicals Basic Metal
metals products-

Sum of country groups

1971 . . 3.5 3.6 4.3 L4 L1 7.3 -0.7 h.a
1972 . 4.0 k.9 L1 6.3 9.0 9.3 7.8 8.9
1973:
First quarter 8.4 5.4 4.0 6.1 12.3 12.0 2. 13.2
Second quarter 8.4 5.4 6.0 7.1 12.8 12.1 10.2  13.7
Third quarter 3.8 b1 6.1 5.5 13.2 11.7 10.5 1k.2
Developed market
economies
971 . . . . . - 3.0 3.8 3.1 1.3 5.4 =k -
1972 . 1.7 5. 3.7 6.0 7.5 9.2 9.2 7.1
1973:
First quarter 7.6 7.1 L.5 5.8 13.3 1.7 16.9 1L.k
Second quarter 2.k 6.2 3.6 7.6 13.3 12.1 12.7 15.0
Third quarter 3.3 5.6 L.2 5.2 13.2 11.h 1ik.0 16.h
Fourth quarter 0.8 3.3 h.1 2.0 9.8 8.9 8.5 11.1
North America
1971 . . . .. -1.6 2.3 2.k 2.3 - 5.3 -5.5 =2.1
1972 . 3.1 .8 3.1 8.8 9.1 11.1 10.8 9.k
1973:
First quarter L7 9.0 5.6 12.1 14.9 10.1 18.1  17.k4
Second quarter 2.3 6.3 3.0 10.0 12.7 9.0 10.8 15.2
Third quarter 3.8 6.2 3.6 7.5 12.3 7.9 13.4%  15.5
Fourth quarter 2.2 4.1 L.k 3.3 7.9 6.8 7.9 9.3
Wes*tern Europe
1971 . . . . . 2.9 3.8 L.5 3.4 1.9 k.6 =3.4 1.3
1972 . . . . . -2.8 5.1 .6 5.0 5.0 7.4 5.6 3.2
1973: .
First quarter 16.0 5.6 3.7 6.9 9.0 12.6 11.0 6.9
Second quarter 1.9 k.1 k.9 3.8 11.1 13.7 9.2 10.5
Third quarter 2.0 L.y 4.9 1.8 11.5 13.0 9.0 11.3
Fourth quarter -2.6 2.6 5.3 -~ 9.k 11.2 5.7 9.3

(Table continued on following page)
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Table I-U (continued)

Country group and Light manufacturingé/ Heavy manufacturingbf
period Mining Total PFood Textiles Total Chemicals Basic Metal
metals products
Centrally planned
economies
971 . . . . 6.5 6.0 5.9 6.0 10.1 12.7 5.5 10.7
1972 . 5.5 5.0 LY L.6 10.1 10.k 6.3 1.k
1973:
First quarter 5.6 3.8 2.2 4.8 11.0 13.3 5.4 11.2
Second quarter 6.3 5.5 4.6 5.k 9.7 13.8 6.6 12,1
Third quarter 7.0 5.8 4.8 6.k 11.3 14.0 6.0 12.7
Fourth quarter 8.2 7.6 8.8 6.0 10.3 13.2 4.9 11.3
Developing countries
971 . . . . . . 6.7 7.0 k.9 6.5 9.4 8.5 7.3 10.8
1972 . « . . . . 6.3 6.6 6.7 8.8 11.1 9.9 10.9 13.h
1973: :
First quarter 11.9 8.3 6.0 11.0 12.3 10.6 5.9 .
Second quarter 8.8 10.7 22.0 8.1 12.7 6.7 3.7
Third quarter 15.6 9.9 18.1 5.9 11.6 8.5 3.0
Asia
971 . . . . . . 13.k 6.6 7.4 b 6.3 8.0 -3.2 6.0
972 « « ¢ o . o« 11.9 6.9 6.2 10.6 11.3 11.7 12.5 11.h
1973:
First quarter 17.5 10.0 3.8 18.1 9.6 1.k 0.6 18.1
Second quarter 19.8 9.0 22,4 13.8 17.1 b7 -1.3 16.7
Third quarter 23.7 0.6 0.7 7.8 i2.2 7.8 0.6 19.0

Source: Centre for Development Plamning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics.

a/ International Standard Industrial Classification (ISIC) 20-26, 28-30, 39.
In the case of centrally plenned economies, excluding ISIC 3Lk2 and 39.

b/ ISIC 27, 31-38.




Table I-5, W@rldgf production of major commoditiasgéf 1970-1973

1970 Percentage chaunge frowm
Commodity {millions of tons, preceding year
except as indicated) 1971 1972 1973 ¢/

Coald/ 6 o o o °© o & 6 o © & o e = 2 071 -1.1 1.3 8.1
Petroleum, crude . . . e e e 2 248 5.4 L.3 9.0
Electricity (billions of kWh) . L 828 6.2 7.8 7.8
Cement . ¢« o v ¢« & o o o o o o o o 555 5.2 5.7 9.6
Pigdiron . . & o o v o v o o 4 . . h13 1.5 5.9 10.4
Steel, ¢rude . v o o ¢ 4 5 0 e o . 57k -3.0 8.1 10.8
Copper, smelter ¢/ . . . . . . . . 5.3 2.6 11.8 0.k
zine eff/gf .« . . . . . e . .. 3.9 -5 9.3 3.9
Lead e/f/g/ . . o « v o o 4 o . . 2.6 ~5.2 7.1 2.k
Tin e/b/i/ . o e e e e e e e 0.2 0.5 1.6 -2.6
Aluminium e/f/g/ . e e . 8.1 6.5 4.8 8.7
Merchant vessels J/ (mllllons of grt) 21.7 ik.6 6.7 18.8
Passenger cars {millions) . . . . 22.6 15.6 6.0 5.5
Commercial vehicles (millions) . . 6.8 6.0 9.0 10.k
Meat o o o « o o o o o o o o o o o 98 8.3 1.9 0.4
Wheat .. o o ¢ o ¢ o o o 5 o o o o 319 10.0 -1.9 2.0
Barley o o o ¢ ¢ ¢« ¢ ¢ o ¢ o o o o 139 8.2 0.7 10.7
Maize . . o e e e e s s e e e e 260 1k,9 -0,2 8.3
Rice (paddy) e e o e e e e e e 308 0.5 -5.0 7.9
Potatoes . v o v . v b 0 e e e o e 312 ~7.8 -3.3 11.6
Coffee © v o v ¢ o ¢ o o o « o o @ 3.9 18.8 6.0 -15.9
Cocoa Deans . . ¢ . « o o » o o s 1.5 4.8 -11.5 h.5
Tea . ¢ o o o o s o o o o o o o @ 1.3 1.5 L.k 2.8
Sugar (raw) .« « o ¢ ¢ ¢ « o o o Th.2 1.k =1.7 7.0
TObACEO & ¢ ¢ ¢ ¢ ¢ o o 4 o 0 o L7 =3, 5,2 ~1.1
Cotton (lint) . . . . . . . « . . 11.5 .8 6.6 1.7
Wool (greasy) . ¢ . ¢ ¢ ¢ ¢« o o & 2.8 0.k <h.h =h,2
Jute and kenaf . . . . o ¢ o 5 o e 3.6 -9.8 9.6 6.3
Vegetable oils k/ . . . . . . . - 35.3 2.6 =0.7 9.1
Natural rubber . . « = o « o o o = 2.9 3.0 1.3 7.8

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Naticus, Mounthly Bulletin of Statistics;
Food and Agriculture Organization of the United N?’wonq9 Production Yearbook and
Monthly Bulletin of Agricultural Tconomics and Statistics (Rowme), and Internmational
Tin Council, Statistical Bulletin (London}.

{Foot-notes on following page)
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(Foot-notes to table I-5)

a/ Not including production of China, except for agricultural products.

b/ In the case of agricultural commodities, the data refer to the calendar
year in which the bulk of the crop was harvested.

¢/ Preliminary.
d/ Including coal equivalent of brown coal and lignite,
e/ Excluding production of the USSR.

f/ Excluding production of the Democratic People's Republic of Korea and
the German Democratic Republic.

g/ Excluding production of Czechoslovakia and Romania.
h/ Excluding production of the German Democratic Republic.

i/ Excluding production of Czechoslovakia and the Democratic Republic of
Viet-Nam,

J/ Tonnage launched outside the Germen Democratic Republic and the USSR,

Ef These data represent the total production of oil-seeds, oil nuts, and
other oil crops harvested in the years indicated and expressed in terms of oil
equivalent.



Table I-6. Export price indices of primary commodities and
menufactured goods, 1971-3973

Tndex (corresponding

igﬁiﬁ%e quarter of previous year =
. Tndex, 1973 Index (1960=100) : 100}, 1973 quarters
I " o - . b > = o ¥ ¥ 4, 43
Cowmodity group (19723100\ 1571 19721673 xa g‘of
! change, af p—

19511970 First Second Taird Fourth

Primexy commodities o » 143 115 120 185 -0.1 1l 135 150 161
FQUE v v v e 0w o.ow AT 17 152 sk 0.5 130 1k5 155 156
Cereals . » o o o « L79 100 13k 13% ~0.2 k6161 206 197
Wheat .+ o« v . . JO2 96 110 21 -0,9 158 168 228 203
Rice « v v s » » » 174 97 108 188 0l 136 151 171 229
Maize oV . . . . . 182 108 111 180 -%.0 136 156 182 172
Beversges . . . . . 132 119 13z 174 0.3 128 126 133 132
Coffee , . « s . . 126 15k 15¢ 18 Gl 129 133 121 124
T £ ¢ ) 83 81 &3 -1.3 g6 100 110 104
COROE o ¢ o« & . . 159 wo 117 222 0.7 ke 19% 228 190
Meat . o0 o« . . . oo o« by 156 185 267 ) 130 1hb by 157
Beef . o w » « o - 1k 186 286 325 5.4 132 148 137 159
Mutton and lamb . 130 131 139 181 3.2 116 130 132 1k
Deiry products . . . 111 145 152 169 0.7 97 104 12% 121
Sugar o o e o v o. . 131 75 g7 127 ~0.8 SRET L w2 238
Other Tood o o « » » Lk 115 129 186 1.1 3% 152 150 138
 Agricultvral won-food 151 105 120 181 ~0.9 135 1hh 163 160
Faty, olls anl odl- :
geeds . . . . . . 172 118 LI 200 - 127 159 205 201
Olive oil . . . . 146 80 102 149 1.2 i 156 135 150
COPTE  « v o » o o 235 100 75 17€ -0.2 1l 20% 287 5ol
Cocortat oil . . . 215, 119 85 183, , 0.1 116 176 256 322
Ground-muts . . . 12 5/ 14 164 180~ 1.5 115 120 134 oot
Ground-nut oil . . 11%5/ 118 116 136 0.7 105 110 137 ose
Palm kernels . . . 153 G0 TT 13k 0.3 11 150 203 ans
Palm kernel oil . 181~ 1311 85 137 0.8 11 1T 257 -
Palm oil . . . « . 149 115 03 152 o} 11k 136 179 163
Lingseed oil . . . 267 g2 96 286 ~2.56 ilily 79 368 359
Tigseed * . . « . . 247 9L 102 2%1 Uei2 192 20k 502 23k
Soys beans . . . o LT0 11 127 216 - 1hé 176 195 163
foya bean oil . . 193 143 119 230 0% 5 1160 156 26} 270
Cotton-geed oil . 192 143 107 205 w0l 106 ko 237 319
Pextile Tibres . . . 162 85 09 177 2.% 55 152 172 273
WOOL « o v ¢ & & o 209 57 B8 1Bk ~2.0 297, 237 215 145
otten o v » o o o« 137 113 132 1861 2.1 97 113 148 203
O o7 10 112 109 1.1 a7 a7 102 101
SigaL . . . . 0. . 186 46 65 127 “2,1 179 156 182 2l



Tghle T.-6 (continued)

Average Irdex (corresponding quarter
annual of previous year = 100),

Tndex, 1973 Index {1960=10C) rote of 1973 quarters

Commodit; POUR " Pt e 4
¥ Tt (1972=100) 1971 1¢T2 1973

change, a/
1951-1970 First Second Third TFourth

Wood and wood

PUID « » o o . 1o 132 o 201 1.3 117 1345 150 152
Rubber . . « o » 195 62 67 123 -5.2 153 187 236 209
Other agriculi~

ural non-food 13% a1 113 150 -1 4 126 132 1ho 200

Minerals . . . . . 128 127 . 1kl 180 1.0 06 1130 12k 1T
Metal ores . . . 129 126 13h 180 1.9 w02 1b 125 139

Tron ore « . . 105 10% 111 116 2,2 105 101 103 109

Bauxite . . . o 172 8 ... 3,3 co vos .o ces

Copper ore , . 157 T 165 266 ﬁ ) 115 ik 182 192

Lead ore « . . 1h2 146 1Th 248 0.2 119 129 151 12

Zinc ore . . . 210 e 183 385 0.1 111 1bs 240 3L8

Tin ore . . . we 4o 151 190 2.6 109 1k o 130 151

Nickel ore . . 109 170 178 195 L,5 115 115 110 100

Manganese ore 122 o% 89 109 -3.1 gk 105 i 151

Chrome ore . . 91 156 1560 xh 2.8 100 86 86 Qg
els . o o . . 172 127 1%z 189 0.7 107 114 125 179

Petroleum , . 136 118 5 181 - 105 113 123 193

Coal o o o o » 125 16k 171 21k 2.5 115 121 131 133
Crude fertilizer 89 o7 115 - 1k 1.h 9% ac 93 115

Manufecetured zoods . 116 127 137 158 1.8 107 11k 121 ‘121
Non-ferrous base :
metals . . . . . 137 155 a5k e 3.4 106 125 151 169
Aluminium . , . 101 128 115 116 3.1 68 101 W05 114
Copper . « .+ . . 151 168 16k 24y 4.8 09 136 7L 193
Lead « & » .« 4 & b1 e 171 2k - 118 128 151 167
Tin . .« . o 125 iho 150 187 2.5 106 113 136 14T
ZiN¢ o ¢ 4 . oo . 189 148 182 345 (1.2 i1z 142 205 302

Source: Centre fur Development Planping, Projecltions and Policies of the United Nations
gecvetarlat bagsed on data from the Statistical Office of the Unitved Netions.

a/ Average of vear~to-~year changes with the lerger of the two figures ag depominaior:
1955-1970 for palm kernel oil, soye bean oil, cotbonsesd oil, linseed oil, chrome ore,
manganese ore, nickel ore,

b/ Index for Jaruery-Sephember.
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Table I-T. World trade, by country group, 1970-1973

Value Percentage change frou

Country group and item {(billions of dollars) preceding year

1970 1971 1972 1973 &/ 1971 1972 1973 a/

Developed market economiesh

Exports f.o.b. . . . . . . 226 253 300 UST) 11.8 18.9 36.5

Imports c.i.f. . . . . . . 238 265 314 430 1.2 18.4  37.1
Centrally planned economiesE/

Exports f.0.b. . ¢ o o . . 31 3k 40 53 9.1 18.4 32.5

Imports F.0.b. o o « « o o 30 33 Lo 5k 8.3 23.2 33.0
Developing countriesg/

Exports f.0.b. . « o« o« & 56 63 75 108 13.3  19.3 k3.5

Imports c.i.f. o & « o o . 57 65 72 X 13.7 11.2  3L.2
World

Exports f.o.b. . . . . . . 313 350 16 571 11.8  18.9  37.4

Imports c.i.f. . . « « . . 326 363 426 580 1.y 17.5  36.2

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics (Washington, D.C.), and national sources.

a/ Preliminary, based in some cases on less than 12 months' trade.

E/ Canade and United States, Western Europe, Japan, Australia, New Zealand
and South Africa.

¢/ Eastern Burope and USSR.

d/ Latin America and Caribbean, Africa (other than South Africa), Asia and
Pacific (other than Japan, Turkey, China, Democratic Republic of Korea, Democratic
Republic of Viet-Nam).
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Table I-8. Market economies: estimated change in unit
‘ value of exports and imports, g/ 1970-1973

Percentage change from preceding year in

Region Export unit value  Import unit value Terms of trade

1971 1972 19737 1071 1972 1973 1971 1972 1973

Developed market

economies .y 9.2 20.0 5.5 8.0 21.3 =1.0 1.2 -1.0
Worth America . . . 3.3 4.0 15.3 5.1 7.3 15.8 -1.7 =3.1 =0.k
Western Europe . . 6.3 10.1 19.9 5.8 8.2 24.8 0.5 1.7 -=k.0
Japan . . . . . . . 3.7 11.7 22.5 3.2 5.7 27T.0 0.5 5.7 =-3.6
Southern hemisphere 5.2 14.3 36.1 6.4 8.5 23.8 -1.1 5.3 10.0
Leveloping countries 5.2 11.5 33.0 6.1 8.2 20.k4 -0.8 3.1 10.5
Western hemisphere 3.4 11.8 3L4.3 6.4 8.4 19.2 2.8 3.1 12.7
Africa . . . . . . 3.3 11.0 32.h 6.1 8.0 19.2 2.6 2.8 11.1
West Asia . . . . . 12,5 13.1 31.6 6.1 ’8.1 19.7 6.0 L.7 9.9

Southern and south-
eastern Asia . . 3.5 9.4 30.8 5.7 8.1 21.5 2.1 1.0 7.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on trade and price data from the Statistical
Office of the United Nations.

a/ Bstimated on the basis of a set of regional price indices in United States
dollars for five groups of commodities - food-stuffs, agricultural raw materials,
petroleum and mineral ores, non-ferrous metals and other manufactures - weighted in
accordance with the regional composition of exports and imports in 1970. In so far
as such price indices anticipate and exceed the changes in actual unit value, the
figures may tend to overstate the real gains or losses.

b/ Preliminary.



Table I-9. Market economies:

estimated change in the quantum of

exports and imports, 1970-1973

Percentage change from preceding year in

Region af Export quantum Tmport guantum
1971 1972 1973 v/ 971 1972 1973 b/
Developed market economies . 7.1 8.8 13.8 5.5 10.0 13.1
North America 0.9 9.1 19.0 8.9 13.5 T.2
Western Europe . 6.8 9.6 ik.o 5.1 9.k 11.5
Japan 20.2 6.9 5.0 1.3 13.0 28.0
Southern hemisphere 2.2 .8 6.9 1.4 -10.9 17.0
Developing countries 7.7 .9 7.9 7.2 2.8 11.k
Western hemisphere -0.1 3.0 2.3 5.3 2.6 7.9
Africa . 0.1 h.3 0.1 8.6 1.3 9.0
West Asia . . 28.3 8.6 15.4 11.9 6.9 1.1
Southern and south-eastern
Asia . T.b 12.5 1.8 5.8 2.7 17.3
Total, above regions . 7.2 8.k 12.1 5.8 8.3 12.8

Source: Tables I-T7 and I-8.
a/ As defined in table I-T.
b/ Preliminary.



Table I-10. Changes in international reserves, 1970-1973

Total reserves (billions of Change (billions of
Country or group dollars) at end of dollars) in
' 1970 1971 1972 1973 1971 1972 1973

Total developed market

economies . » « o o o . . TH.5 107.5 127.0 139.8 33.0 19.5 12.
United States . . . . . . 1L.5 13.2 13.2 bk -1.3 - 1.
United Kingdom . . . . . 2.8 6.6 5.6 6.5 3.8 -1.0 0.
Rest of Western Furope . LL.9 62.3 5.7 92.8 17.% 13.4 17.
Japan . . o . 4 e e 0 o o 1.8 15.4 18.4 12.2 10.6 3.0 -6
Other developed market
economies . . . . . . . 7.5 10.0 AR 13.9 2.5 L.1 ~0.
Total developing countries  18.1  23.0  31.7  L3.2 L.o. 8,7 11,
Petroleum exporters a/ . k.6 7.8 10.4 13.3 3.2 2.5 2.
Rest of western hemisphere L.5 5.0 8.7 13.0 0.5 3.7 L,
Rest of Africa . . . . . 2.5 2.6 2.8 k.2 - 0.3 1.
Rest of Asia . . . . . . 6.4 7.6 - 9.8 12.8 1.2 2.2 2.

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics, (Washington, D.C.), May 19TkL.

a/ Ecuador, Indonesia, Iran, Iraqg, Kuwait, Libyan Arab Republic, Nigeria,
Saudi Arabia, Venezuela. :



Table I-11. World cereal production and trade, 1971/72-1973/7h
(Millions of +ons)

/
: 1971/72 . 1972/73 1973/ 7h &
Crop and region Production Trader Production Trade?- Production Tradeéf
Wheat ¢ o o = o o« o o 341 56 331 Th 2360 71
Rices o o o o 0 o o 299 i2 286 11 307 11
Feed grains o« « « « o 560 54 545 62 58l 66
Total cereals:
North America o . » . 275 +58 262 +89 277 +90
Developed market
economies, southern
hemispheres « o o 27 +15 a7 +11 28 “+0
Other developed
market economies, . 14k =3h 145 -35 146 -39
Centrally planned
ECONOMIES ¢ o o « @ b2 -17 508 =31 L6y -20
Developing countries, 309 -18 303 24 318 -30

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat based on United States Department of Agriculture,
Foreign Agriculture, 8 April 197h and World Agricultural Situation, December 1973
(Washington, D.C.).

a/ Partly estimated.

b/ The global figures refer to gross exports; the regional figures refer to
net exports (+) or net imports (-).



Table I-12. Developing countries: indices of per capita food production,

1971-1973
(Average 1961-1965 = 100)

Region and country a/ 1971 1972 1973 b/
Developing countries, total ¢/ « ¢ « o s « o « » 105 100 104
Western hemisphere d/e « o + o o s« s o = » » o 105 101 105
BoliViaG @ L] @ 1] @ L) [ & L] @ e @ @ e ) @ L2 @ 91" 89 91
Chileo ] & @ 2 @ o ® ] @ L3 @ @ ® ® @ Ll L] @ @ 108 915' 83
GUyana s o o « © = 2 o o o o « s o s o & o o 80 T2 60
Ha‘iti‘ ® @ L @ e @ L] 2 e @ @ @ -] @ 2 @ @ @ @ 86 87 86
Jama.ica. e © ® ©» @ ®» © © ®© o ® 6 © @ © G @ © 77 78 72
Peru ¢ o ® e © ®© ® © & ©° ©® © © 6 © ® ® ® © 6 93 86 87
Trinidad and Tobago, o« o o = © o s + o « & o O3 88 5
Urugluaye o o o o s s o o s s o o o o o s o a Of 81 83
Africa _e_/o -} e @ @ ® ® & o @ ° ® a ® ® @ e o @ 99 97 93
-A—lgeriaO ® L B 2 L] [ @ B @ @ (3 @ @ a8 @ @ @ B 81 75 69
Angola s« © © » © o © e ® ¢ © @& © @& e ° © o @ 99 92 98
Dahomeya s & ® ©® & e e ® ®& @ © © o ® o°© B & O 98 97 96
Ethiopia -] @ & -] (-] @ @ @ [} @ @ @ o @ ® @ @ L2 99 98 90
Ghana@ « ® ® 6 @ ® o ® @ © ° @ o @ v @ @ ® 6 87 85 83
Kenyae @ o 2 © & © ® © @ 6 6 © @ o @ é e & ® 90 90 » 85
Libericie » o o o « o o o « o s o o o o o o o OT 85 86
P/Iali ® 1] @ @ 2 @ @ a @ e & L L @ @ 3 @ a & & 78 66 62
Nigero 2 & e e ° e © e @ 8 e @ ® Y ® & ® e @ 86 66 6h
Nigeria. s ® © ®» © ® ® o @ © ® ® ® © 8 © B O 98 97 92
Senegals & © © & © o6 °o © © © ® ® 9 o ©° © © @ 90 58 78
Sierra LeONE & o o o o o o o s ¢ = o o o o o 96 92 88
Ugand& ® e @ 2 e @ e @ L} ® © @ o ® @ L3 ¢ @2 @ 97 95 . 91—
United Republic of Tanzanife « o o » = o o o 100 99 95
Upper VOlta!ﬁ & 2 ©& © @ & & @ ® D e 8 @ @ & @ 78 72 71
West Asia £/ o o o o o ¢ o o a 6 a s = o = a s 90 10k 95
Iraq @ 8 o ©® © ® @ @ o ® o ® & ® © & @ @ © @ 82 99 80
Jordan , e » © © 8 o @ e e ®» © ®» © 6 © & @® o 82 98 )45
Syrian Arab Republic o o « o s o « o a o o o 00 91 65

Southern and south-eastern Asia g/ . « » « o« o 106 08 105
Bangladesh o « » o o o o o o a « o o s o o » Ob 80 97
BUrMae o o 6 o 6 s o o o s o o o « o o o s o 80 ‘ 82 87
Kh.mer Republic & @ [ % @& @ L [ @ L) @ @ @ @ -] 88 59 32
Republi c of Viet-*’Nam @« @8 © ® ® ® o s @ ® & @ 96 911' 9)4

(Source and foot-notes on following page)
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(Source and foot-notes to table I-12)

source: Centre for Development Planning, Projections and Policies of the
United Wations Secretariat based on data communicated by the United States
Department of Agriculture.

a/ The countries listed are those in which per capita food production was less
in both 1972 and 1973 than in the first half of the 1960s.

b/ Preliminary.

¢/ Seventy-nine countries.
d/ Twenty-two countries,
e/ Thirty-one countries,
f/ Six countries.

g/ Fourteen countries.
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Table I-13 {continued)

Develo@ei market economies Centrally Developing countries
Ttem Feriod Total North Western Japan Southern e?ii?;;gs
Americe.  EBurcpe hemisphere = Total OPEC Other
Petroleum . . . » o o o » o o 1961-1965 2.9 2.7 5.9 O. kb 163.7 9.6 10.5 10.¢ 8.0
1965-1970 5.0 4.8 -1k 2.8 91.2 7.8 10.5 10,3 12.1
1970-1972 1.2 0.5 -0.1 ~3.9 37.7 7.1 6.9 7.6 2.3
Percentsge ratio of production
to consumption:
Totel SNETEY « o » o o o o o 1961 81.6 9z.h 66.0 53,8 80.2 04,9 261.5 1 106.8 78.8
1965 76.0 91.1 54,9 55.6 79.6 105.4 301.4 1405.2 81.1
1970 T70.0 91.8 43,3 16.5 91.0 w4, 7 334 .8 1 486,8 86.9
w72 67.6 87.3 40.8 13.0 99,0 103.6 338.6 1 462.2 81.b
Petxoleum . « o o » o o o o o 1961 54,0 78.8 7.9 1.8 - 119,0 371,61 500.2 65,1
1965 3.9 73.3 5.9 0.9 1.3 119.6 4hz 2 2 062.0 68.5
1970 37.9 71.9 B.h 0. 2L .2 114.2 488.4 2 654.6 T8.L
1972 34,9 ah, 7 3.1 0.4 bo.5 111.L L8k, 7 2 721.7 TL.0

Source: Centre for Development Planning, Projections and Policies of the

Nations, World Energy Supplies, Statistical Papers, Series J.

United Nations Secretariat, based on

United



Table I-1k. Source of energy for electricity generation, 1963 and 1971

Percentage of total power generated in

Method of generation

and fuel type Western Eurcpe a/ United States Eastern Europe b/
1963 1971 1963 1971 1963 1971

Method of generation

Thermal . o ¢ o « o o 61.7 68,0 83,0 82,1 9545 95,1

Hydro o ¢ « o o - o o 370 28,1 16.7 15.7 L5 L.8

Nuclear « ¢« o« o @ o » 1.0 3aT 0.3 2,2 - 0.1

Other o s o o« a & o o 0.3 0.2 - - - -
Thermal station fuel

S01id o o ¢ o o« & . T8.9 5L.8 6L.8 53.2 85.9 79+ 7

Liquide ¢ o o o o o o 15.2 33.7 To5 17.L 2.1 5.0

Watural gas o « o« . » 2.2 7.6 27.6 29, b 9.6 13.8

Other o « o = o » o = 3.6 3.8 - - 2.0 1.5

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Annual Bulletin of Flectrie Energy Statistics
for Furcpe, 1972 (United Nations publication, Sales No, E/F/R.73.1I1.E.18).

a/ Austria, Belgium, Cyprus, Denmark, Finland, France, Federal Republic of
Germany, Greece, Iceland (method of generation only), Ireland, Italy, Luxembourg,
Malta, Netherlands, Norway (method of generation only), Portugal, Spain, Sweden and
Switzerland (method of generation only), Turkey, United Kingdom, Yugoslavia,

b/ Bulgaria (method of generation only), Czechoslovakia, German Democratic
Republic (method of generation only), Hungary, Poland, Romania.
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Table 1-15. Crude petrolsum: changing structure of production and
exports, 1955-1973

. . January-
Country and group 1955 1960 1970 1971 1972 September 1973 a/
Production
World (millions of tons) . . . 767 1,045 2,275 2,h02 2,533 2,007
Percentage contributed by:
United States . . . . 43.8 33.3  20.9 19.4 18.4 16.9
USSR . . 9.2 1k, 2 15.5 15.7 15.8 15.8
OPEC b/ 36.9 b1,k k9.8  50.9 51.7 55.1
Arab oil-producing
countries ¢/ . . . . . ., . 18.8 20.5 29.7 29.7 30.0 33.2
0il economies 4/ . bk 15.5 25.h  25.8 ©26.6 28.9
Other major developing
country oil exporters e/ . 22.8 26.8 26.9 27.5 27.3 28,1
Other producers:
Developed market economies 3.6 I,o h.1 I, 3 .5 .7
Centrally planned economies 1.5 1.6 1.5 1.6 1.7 1.7
Developing countries 3.8 L2 3.2 3.0 2,9 2.8
Exports
World (millions of tons) . . . 25k 382 1,165 1,267 1,380 1,062
Percentage contributed by:
United States e e o e 0.6 0.1 0.1 - - -
USSR & ¢« ¢ & o o 5 o0 o o o = 1.1 b7 5.7 5.9 5. 5.7
OPEC b/ . + « ¢« o o . . . 89.3 87.6 83.6 83.8 8h.1 90.7
Arab oil-producing
countries ¢/ . . . . . . . 50.b k8.4 52.8 51.3 50.9 57.5
0il economies 4/ . . . . . . 38.2 35.8 k.8 4h.6  L5.1 ho.o
Other major developing
country oil exporters e/ . 51.7 53.1 L2, L2.9  Lo.6 Ll .6
Other producers £/ . . 3.8 3.6 4.0 b1 L.t bk

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data from the United Nations Statistical
Office.

a/ Exports are mostly estimates, based on the ratio of exports to production
in the period 1970 to 1972.

b/ Abu Dhabi, Algeria, Ecuador, Indonesia, Iren, Trag, Kuwait, Libyan Arab
Republic, Nigeria, Qatar, Saudi Arabia, Venezuela. Gabon became an associabe
member of OPEC in November 1973,

¢/ Abu Dhabi, Algeria, Bahrain, Egypt, Iraq, Kuwait, Libyan Arab Republic,
Qatar, Saudi Arabia, Syrian Arab Republic.

d/ Bahrain, Kuwait, Libyan Arab Republic, Neutral Zone, Omen, Qatar, Saudi
Arabia, United Arab Emirates.

e/ Algeria, Ecuador, Gsbon, Indonesia, Iran, Iraq, Nigeria, Venezuela.
£/ Chiefly from Canada.
CI-Lb



Table I-16. Selected prices of crude petroleum, 1972-1973
(United States dollars per barrel)

Type of petroleum and item Januvary 1972 Januvary 1973 October 1973 January 197h

Arsbian light 34°

A. Posted price . o o o o o 2. 48 2,59 5,12 11,65
B, Royalty (12,5 per cent

Of Ao o ¢ o a o o « o « 0.31 0.32 0,64 1.46
C. Production coste o o - » 0.10 0,10 0.10 0.11
D. Notional profit (A-B-C). 2,07 2,17 L,38 10.08
E. Tax (55 per cent of D) . 1.1h 1.20 2, h1 5o 5k
¥, Government take

(B+E)a/ . ..0co .. 1.h5 1.52 3605 7,00
G. Estimated market price . 1.85 2.30 3.65 8.00

Abu Dhabi: Murban 390
A, Posted price . . , o . o 2.5k 2.65 60k 12,63
F. Government take a/ . o .« 1.43 1.50 3,56 Ta56

Libyan 40°
A, Posted price o s « o o o 3,67 3.78 8,92 15.77
¥, Government take a/ . . » 2,16 2,22 5 b 959

Nigerian 3,°
A. Posted price . o & + o o 3.45 b/ 3.56 8.31 14,69
F. Government take a/ . . . 1.88 1.95 L.83 8.70

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on The Petroleum Economist (London),
February 1974,

a/ Bxclusive of revenue derived from "participation” in the operating compenies;
for Gulf CGovernments this is estimated to have risen from about 10 cents per barrel
early in 1973 to sbout 70 cents in-the last quarter,

b/ Fixed on 15 February 1972,



Chapter I

RECENT ECONOMIC TRENDS IN THE DEVELOPED MARKET ECONOMIES

The year 1973 saw a conbtinuation of the vigorous expansion in economic
activity that had begun in MNorth America in 1971 and in Western Europe and Japan
in 1972. TIn the second half of the year, however, there vere signs of
slackening in a number of countries: supply bottle-necks were becoming
troublesome, increasing concern about the consequences of the rapid rise in
prices was being reflected in stronger anti-inflationary policies and in some
cases the increase in demand for imports, combined with deteriorating terms of
trade, was causing serious external imbalance. By the beginning of 197k,
petroleum developments - particularly the fourfold increase in posted prices,
compared with 12 months earlier - had replaced food problems as a2 major source
of concern on the economic scene, exacerbating both the internal and the
external balances in the developed market economies.

The upsurge in activity, which raised the rate of increase in over-all
production to about 6.5 per cent between 1972 and 1973, absorbed many of the
workers who had been idle in 1972 and there was & general decline in
unemployment rates. The realignment in exchange rates in March 1973, following
the 10 per cent devaluation of the United States dollar and the floating of most
of the major currencies, cpened up new opportunities for internmational trade.
The resultant expansion of more than one third in the dollar value of developed
market economy exports, combined with the rapid rise in primary commodity prices,
permitted some improvement in the state of external balance, most notably in the
wake of increases of over 40 per cent in United States exports and over
60 per cent in Japanese imports which swung the United States into a trade
surplus and reduced the Japanese surplus to nominal proportions. Against this,
however, the Pederal Republic of Germany recorded a trade surplus not much
smaller than in 1972 and added a further $10 billion to its reserves, while a
40 per cent increase in imports into Italy and the United Kingdom prevented
these countries from improving their external accounts.

The degree of internal imbalance was one factor involved in these
contrasts, though, with exchange rates floating, the effect of differences in
domestic price movements was greatly reduced. In the event, between 1972 and
1973 consumer prices rose by around & per cent in the United States and
T per cent in the Federal Republic of Germany compared with 10 per cent in Italy
and the United Kingdom and 12 per cent in Japan.

These price movements became an increasing preoccupation in 1973, not only
in the countries whose payments balance was a matter of great concern but
throughout the developed market economies. The weighted average of the consumer
price index, which had risen by nearly 5 per cent between 1971 and 1972, jumped
by almost 8 per cent between 1972 and 1573 and by almost 10 per cent in the
course of 1973. With the stimulus coming from both outside and inside the
economy , most Govermments deployed a variety of stabilization measures but with
only limited success. Tiscal changes generally proved too slow and cumbersome:;

IT-1



cuts in commodity taxes helped temporarily but at the expense of revenue; wage
controls soon ran into equity problems: credit controls impinged too directly
on investment and capacity expansion; interest rates had to be administered in
the light not only of invegtment needs but also of intercountry capital
movements. The search for an effective combination of policies was carried into
1974, with prices rising at an even faster pace in most developed market
economies .

The production and use of regources

The 1971-1973 upswing was one of the most concerted on record: measured on
a year-to-year basis, the acceleration in production was common to all but a few
of .the smaller economies. The successive rates of increase in total oubtput were
3.3, 6.0 and 6.1 per cent in North America, 3.2, 3.6 and 6.0 per cent in the
European Fconomic Community (EEC) of the nine, and 6.8, 8.9 and 11.0 per cent in
Japan. Only among the cuter European countries was there a deceleration in
1973: after increasing from 3.6 per cent between 1970 and 1971 to 6.0 per cent
between 1971 and 1972, the rate of growth of this group of 12 countries receded
to 5.8 per cent between 1972 and 1973. And even in this group the two largest
countries - Spain and Sweden - conformed to the acceleration pattern of the
major economies. In the aggregate, the developed market economies® growth rate
between 1972 and 1973 reached the high figure of 6.5 per cent (see table TI-1).

The upswing seems to have veached its peak before mid-19T73. Total
production in the first half of 1973 is estimated to have been 8 per cent above
the corresponding 1972 level. After that, industrial production flattened out
in many countries and in some it showed a perceptible decline. In Canada and
the United States, for example, the gain in output shrank, gquarter by quarter,
from about 11 per cent around the turn of 1972/73 +o about 6 per cent in the last
quarter in 1973 and even lower in the first quarter of 19Th. In France, the
Federal Republic of Germany and the United Kingdom, there was also a marked
deceleration (see table II-2)}. For the developed market economies as a group,
industrial production in the last quarter of 1973 was less than 8 per cent above
the corresponding 1972 figure, compared with a gain of over 11 per cent earlier
in the year. In the case of light manufacturing there was a steady deceleration
in the rate of increase in output from over T per cent a year in the first
guarter to about half that figure in the fourth quarter. The growth of heavy
manufacturing output was better sustained: at the high rate of 13 per cent a
year for most of 1973, it dropped below 10 per cent only in the last quarter.

In a majority of develeped market economies, the most important stimulus to
production came from the export sector. This was true not only of the smaller
countries, which normally respond sharply to demand conditions in their larger
trading partners, but alsc of the major countries: the export sector was the
most buoyant in the Federal Republic of Germany ({(despite the upward valuation of
the mark) and in France, the United Kingdom and the United States as well as many
of the smaller European economies (see table II-3).

The leading role played by the export sector reflects in part the
translation into international trade of the realigmnment of exchange rates that
had taken place since 1971. In many countries the rapid rise in incomes in 1972
spilled over into demand for imports in 1973. This was enhanced as domestic
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capacity came under strain in the course cf the year, as was the case in a
number of industrial meberials, including luwber, woodpulp and paper, petroleum
products and various chemilcal feed-stocks_and even iron and steel. ILabour
strikes also added to import demand ip some countries, notably Italy and the
United Kingdom. Price controls and other national stabilization policies alsc
served to stimulate trade in a number of instances: export markets sometimes
became more profitable than domestic ones and there were even cases of exported
goods being reimported in forms nob subject to price regulation. Some of the
developed market economies - particularly the United States, but also, to a less
degree, Australia, Canada and South Africa - were the source of grains and oil-
seeds to make good the harvest shortfalls of 1972 in parts of Asia and Africa.
More genersally., developed market economy exports responded to increased demand
from the developing countries, whose international liquidity (measured in SDR)
had doubled beltween 1970 and 1973.

In a few cases the main stimulus to growth came from investment in 1973.
This was most notably so in Japan where there was a 16 per cent increase in
fixed capital formetion as well ag a sizable expansion in inventories, but it
also happened in several of the Scandanavian countries, particularly Denmark and
to a less extent Finland as well as in Iceland and Worway, where fixed
investment had been cut back in 1972. In Ireland, investment shared with
exports the role of prime stimulant. In all these countries the investment
surge was supported by a massive increase in imports - over a Tifth in Ireland
and Japan, a gixth in Denmark and Norway and an eighth in Finland snd Iceland.

In Sweden, Tixed investment which had been the dynamic element in the
economy in 1972, declined in 1973, as it did in Australia, too, after three
years of decelerating growth. Decelerating increase in investment also
characterized the 1970s in the Federal Republic of Germany and Luxembourg, while
in Austria and Switzerland there was a sharp cub in the rate of capital
formation in 1973 from the high rates in the earlier years. This was the case in
the United States, too, after the 1971-1972 upswing: investment in
non-manufacturing plant and equipment slackened in 1973 and housing starts
dropped below the 1971 level.

Regidential construction slackened in most of the larger developed market
economies in 1973. This reflects the rapid rise in costs (of sites as well as
construction materials), shortages of some materials (particularly lumber) and
of skilled lsabour in sowme cases, the high and rising interest rates and in some
places the unavailability of mortgage finance. Where the number of housing
starts continued to rise - Australia, Canada, Switzerland and the United
Kingdom - it was usually the result of official support.

Given the disinflationary posture of most Govermments, it is not surprising
that in none of the developed market economies was the growth in public
consumption a prime source of demand in 1973. In some of the Scandanavian
countries in which investment was particularly buoyant, however, the Government
increased its share of resources slightly - rather more than in 1972 in Iceland
but less in Denmark and Norwsy as well as in Ireland. The growth in public
consumption between 1972 and 1973 was notably small in Luxembourg, the
Netherlands, the United Kingdom and the United States as it had been in the
previous interval. In Ttaly, too, the share of the public sector rose only
modestly - appreciably less than in 1971 and 1972 when employment considerations
weighed more heavily than inflation.
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The rapid incresse in the cost of living. combined with efforts ‘o restrain
the rise in wages, Kept down the gain in real private consumption in most
countries in 1973. This was in sharp contrast to the previous year, when
consumption tended to run ahead of production in many countries. Particularly
low rates of inereass between 1972 and 1972 were recorded in the Tederal
Republic of Germany andé the Hetherlands and also in some of the Scandanavian
countries -~ Iceland, Norway and Sweden. Personal consumption expanded to a much
greater extent in Austria, Belgium-Luxembourg, the United Kingdom and the United
States (around 5 ver cent) and even more in Jspan ge per cent) but in each case
less than production. In very Tew cases was there any switching of resources
towards consumption. Canada was one. where a record 9 per cent increase in
personal consumption provided the economy with its principal stimulus in 1973.
There were small relative gains in consumption in Australia, Finland and Ttaly
where high rates of absolute increasc (67 per cent) were also recorded between
1972 and 1973. There was o general tendency for the rate of growth in household
incomeg to decelerate in the second half of the year snd this was soon reflected
in a slackening in private consumption.

In the agegregate, private consumption in the developed market econcmies

-

increased by about 5.4 per cent - a high figure by historical standards but
below the 1972 expansion. Government consumption rose by o modest 2.3 per cent,
which was also below the rate registered between 1071 and 1972. The over-all
increase in fixed investment was about 7.3 per cent: this, too. was below the
high rate of the preceding year but it was above the rate at which total output
rose. Thus there was some diversion of rescurces from consunption to capital
Hils was reinforced by an increase in stocks which, though difficult
to quantify at this stage, was almost certzinly well above the 1.4 per cent of
cross domestic product accumulated in 1972. Though total investment, like total
concumption, rose less than in 1972 it shared with the export sector the
responsibility for raising the over-all rate of growth of demand to its high
1972 level of 6.5 per cent.

Changes in internal balance

Price trends

\e indicated in chanter I, the 1972-19732 period was characterized by an
unpreccdented upsurge in the prices of primary commodities entering world trade.
These vprice inecreases, entering into incomes in some cases and into costs in all
countries greatly complicated the task of coving with internal inflationary
forces. OFf the 28 developed market economies there was not a zingle one in
whiclh the rise in consumer prices was less between 1972 and 1972 than in the
previous  interval. And there were only five - Belgium, Luxembourg, Malta,
Turkey and Yugoslavia - in which the rise during 1973 (as measured by the
wovement from the last quarter in 1972 to the last quarter in 1973) was less
than tne year-to-year increase. In the aggregate, the vear-to-year increase
juzped from 4.7 per cent in 1972 to T.7 per cent in 1973, and the quarterly
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measure of the rate of increase rose steadily from 5.8 per cent in the firsi
quarter to 9.7 in the last 1/ (see table TI-L).

Significantly, food prices rose faster than the rest of the consumer basket
between 1972 and 1973 in almost all countries, the only exceptions being the
Netherlands, Portugal, Sweden and Switzerland. The over-all year-to=year
increase was an alarming 12.8 per cent and the increase during 1973 no less than
15.2 per cent. Significantly again, the rise in North America - the major
source of food exports - was appreciably greater than in Western Europe oy
Japan, both on a year-to-year basis (1L.5 per cent) and in the course of 1973
(19.3 per cent).

In some countries the up-valuation of the currency cushioned the impact on
domestic prices of increases in world market prices. This undoubtedly helped to
hold down, below the over-all average, the rise in prices in Belgium, France,
the Federal Republic of Germany, Luxembourg, the Netherlands, Norway and Sweden.
By the same token, the higher than average rise in prices in Italy and the United
Kingdom was in part a reflection of the depreciation of the lira and the pound.
But internal inflationary forces and the composition of imports were also
involved. In spite of the appreciation of their exchange rates, Australia,
Denmmark, Japan and Switzerland all suffered a higher than average increase in
consumer prices while Canada and the United States had relatively low rates of
price increase by 1973 standards.

It 1s clear that the upsurge in consumer prices had not run its course by
the end of 1973. Most commodity prices were still rising and the costof crude
petroleum was doubled in January 19T4. Some of the earlier increases in
wholesale prices were still working their way through the retail level, and
increases at the retail level were exercising a greater influence on wage
settlements and feeding back into prices through the cost structure. In most
countries the increase in . consumer prices between the first quarter of 1973 and
the first quarter of 197L reached a new high, generally in double figureé -

10 per cent in North America, almost 12 per cent in the EEC and over 20 per cent
in Japan. Only in the Federal Republic of Germany, Switzerland and Yugoslavia
was there some sign of levelling off.

The upheaval in world commodity markets frustrated all attempts to come to
grips with domestic inflation. Some respite had been won in 1972 - most notably
in Japan, Sweden, the United Kingdom and the United States - by measures such as
price freezing, official surveillance of prices, profit margins and wage
agreements in accordance with designated guidelines, limitation of credit in the
private sector and restraint on government spending. The rapid rise in food
prices, however, made it increasingly difficult to hold back wages. Gaps opened
up between groups of workers caught by the controls at different phases of their
collective bargaining and wage settlement cycle. Business profits tended to
rise as output expanded in volume and, even more, in value.

1/ These rates contrast sharply with the average for the 1960s: this was
3.k pgf cent a year for the developed market economies as a group and
2.8 per cent for Uorth America. (Private consumption has been used for
weighting country figures in these group averages. )
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Employment trends

MAnti-inflationary policies were algo inhibited by concern over the
employment situation. In comparison with the 1960s, most of the developed
market economies had a higher level of unemployment. Though this declined in a
number of countries - Australia, Cansda, Sweden, the United Kingdom and the
United States in particular - both between 1972 and 1973 and in 1973 {see
table II-5), it remained higher than was widely regarded as acceptable. In
Belgium and France, the number of unemployed rose in 1973. It also rose in the
Federal Republic of Germany though it did not reach the level of unfilled
vacancies. And in the Netherlands it remained well above earlier levels (see
table II-6). Only in Austria, Japan and Switzerland wes unemployment low
enough - either in relation to vacancies or by hiztorical standards - to make it
less than a prime desideratum in economic policy formulation.

In some countriesg - particularly Canada, France and the United States -
there was a significant increase in the labour force in 1973, derived not only
from the growth of the working age population but also from a rise in
participation ratio, a phenomenon which itself isg evidence of a buoyant labour
market. TIn the United States there wag a notable decline in teen-age
unemployment and in the rate of dismissals, while the rate of voluntary
gseverance rose - a sign of confidence in dmproving jobs - to the highest rate
since 1969. Here, more than elsewhere, the gains came largely in the first half
of the year.

In the Federal Republic of Germany, where unemployment began rising again -
and more rapidly than in 1971/72 - early in 1973, efforts were made to
discoursge the influx of migrant workers: the recrultment fee was trebled, for
cxample, and towards the end of the year a halt was called to the entry of new
workers from outside EEC. This decisicn and a tightening of imwmigration controls
in Austria may have repercussions in Turkey and Yugoslavia - both countries of
high and increasing unemployment iu 1973 - especially as job opporitunities for
nigrants were also limited in Belgium and the Netherlands by +the relatively high
level of local unemploynent.

The rather mixed and changing condition of the labour market in the
developed market economies was reflected in many of the wage settlements made in
the course of the year. In many countries the rapid rise in prices set the pace
for wage adjustments. In France, the minimum wage level was raised sarly in
1973 and in the first three guarters of the year the manufacturing wage rate
averaged 13 per cent above the corresponding 1972 figure. In Italy, extensive
strikes early in the year ended in three~year contracts incorporating immedistbe
increases averaging about 23 per cent for industry, 17 per cent for the economy
as a whole. In Japan, wage increases of similar proportions were negotiated and
by the third quarter rates were averaging about a fifth higher +than a year
earlier. In those countries, as well as in most of the other developed market
economies, the 1973 increase in hourly earnings in industry was well above that
registered in the previous two years (see table II-7).

In the United Kingdom the gain in weekly earnings in manufacturing was held
down, as part of the country's incomes volicy, to an average of about 13 per cent,
which i3 not much more than the 1971 and 1972 increases. In the Federal
Republic of Germany and Norway, where the big advance in wages was achieved in
1971, the 1973 increase in hourly earuings was only a little over 10 per cent.
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Apprecisbly lower increases were recorded in Canada, Sweden and Switzerland, and
most nctably, by the United States where as many as 5 million workers were
involved in wege negotiations in the course of the year: the rise in hourly
earnings in United Statez industry (7 per cent between 1972 and 1973} wag the
smallest among the developed market economies.

The year saw the triggering of most of the escalator clauses incorporated
in wage agreements. It also saw the adoption of such clauses in nany of the new
contracts negotiated between trade unions and management. This reflects not
only the increased awareness among workers of the impact of rising prices on the
cost of living but also some softening in the attitude of stabilization
authorities towards such arrangements. Traditionally regarded as a mechanism
that tended to perpetuate the inflationary cycle, the adoption of an agreed
formula for linking wages to the cost of living was being advocated by some
authorities as a means of moderating the very large demands of the more militant
trade unions based, as these demands had to an increasing extent become, on
expectations of accelerating price movements.

Monetary policy

In general, concern over the conseguences of the rise in prices found
expression in increasingly restrictive policies as the year advanced. Interest
rates which had been declining since the 1970-19T71 recession, were raised in
most countries before the end of 1972 and moved steadily upward in 1973. By the
beginning of 1974 the official discount rate had been raised above T per cent in
Canada, the Federal Republic of Germany and the United States, 8 per cent in
Belgium and the Netherlands, 9 per cent in Japan, 10 per cent in Denmark,

11 per cent in France and 12 per cent in the United Kingdom. Only in the
Buropean Free Trade Area {(EFTA) countries - Austria, Norway, Sweden and
Switzerland - was the rate held at the relatively low 1972 level of

5-5.5 per cent, though in Italy, the last of the European countries to pull out
of the 1970-1971 recession, it was raised only to 6.5 per cent at the beginning
of 1973 and held there into 197h.

Along with the higher intervest rates came restrictions on credit. Many
countries sought to reduce internal liquidity by increasing the ordinary or
special deposits that commercial banks are requirved to maintain at the central
bank: the Netherlands in January, the Federal Republic of Germany in March, the
United Kingdom in June and again in December, and Japan in September and again
in Decewber. ITun most of the developed market economies, the rate of increase in
money supply was lowered as 1973 advanced, most severely in the Federal Republic
of Germany and the Netherlands where there was virtually no expansion in. the
second half of the year. In Switzerland the money supply was held more or less
constant throughout the year. It was in these countries and also in Austria,
France and Norway, that industrial capacity was being almost fully utilized even
in 1972. Only in Ttaly and Sweden was there some acceleration in the supply of
money during 1973, though in Italy the expansion was accompanied by an effort to
1imit the flow of shorit-terimm credit to the larger firmsg. The first half of the
year saw some easing iu the United States, too, but over 1973 as a whole, money
supply {(currency and demand deposits of the commercial banks) increased slightly
less than in 1972, and the rate of growth of total baunk credit decelerated from
gquarter to quarter. The combination of high interest rates and "active
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restraint” on the part of the monetary authorities was designed to avoid serious
disruption of credit flows.

Fiscal policy

Fiscal restraints were not widely applied. As indicated above, however,
the rise in costs tended to hold down govermment expenditure in real terms.
Most Governments found it difficult to reduce the services expected of them,
though there were some deferments of cepital projects, most notably in Japan
where the budget approved early in 1973 already implied a reduction in the share
of the public sector in total expenditure. There was a similar reluctance to
raise taxes: +the rise in congsumer prices was slready threatening savings and it
was widely felt that additional indirect taxes would pass quickly into prices
and make it even harder to hold the wage line. Indeed, early in 1973 France found
it expedient to reduce the rate of its value-added tax in order to postpone the
date when the rise in the cost of living would trigger the escalator clause in
various wage agreements. In Canada where, as indicated above, a high rate of
growth in the labour force has tended to increase sensitivity to unemployment,
fiscal policy remained mildly expansionary: the 1973/T74 budget ineluded cuts
in corporate and personal income-tax and an increase in certain deprecistion
allowances. In general, however, the pattern of fiscal change was from a
relatively expansionary budget in 1972 to a more oy less neutral one in 1973,

In some countries the upswing in activity sewxved to raise government
revenue from existing taxes. This, combined with & rather strict control over
expenditure, brovght the United States federal budget - which was in substantial
deficit in the first half of the 1972/73 fiscal year - into balance by mid--1973.
The slowing down in the economy in the second half of 1973 led to the planning
of a larger deficit for 1974/75 than seemed likely to eventuate in 1973/Th.
There was also a change in policy in the Federal Republic of Germany where
cutbacks in govermment spending and tax restraints - on corporate investment, on
corporate and personal incomes and on house-owners, for example -~ were
introduced in May but relaxed in December, either immediabely or prospectively.

Other stabilization policies

Over and ghove the use of monetary and fiscal instruments to affect total
demand, many actions were taken to influence supply. Some trade liberalizing
measures were designed to increase imports - a 30 per cent expension in import
guotas in Japan in April, for example, and a 25 per cent cut in tariffs on
manufactures in Australia in July. This was also the effect of the up-valuation
of several currencies in the course of the year - the Federal Republic of
Germany, 3 per cent in March and 5.5 per cent in June, Australia and the
Netherlands, 5 per cent in September. On the other hand, as shertages of
particular commodities - soya beans, cotton-seed, lumber, non-ferrous scrap,
fertilizer - gave rise to differential price increases in 1973 and new trade
flows tended to open up, several Govermnmeuts resorted to export controls in order
to protect domestic supplies. Tax incentives and price support systems were also
used to boost production of items that were in short supply.

Some of the efforts at direct price and wage control initiated in 1972 were
continued, with modifications, in 1973. In the United Kingdom in March the
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price and wage freeze that had been imposed five months earlier was replaced by a
system of regulated increases which also applied to profit margins. This in turn
was modified in Hovember by s somewvhat relaxed "price and pay" code as the third
stage of an evolving incomes policy. The squeeze induced by the rapid rise in
import price made the system difficult to operate and the year ended with widespread
industrial unrest, strikes and strike threats. In the United States, 1973 opened
with a marked easing of price and wage restraints of the previous year's "phase II"
stabilization programme. Here, too, the rise in commodity prices upset plens and
impelled a mid-year reimposition of the earlier freeze. In August this was
replaced by the earlier form of regulation but the swings in policy had made it more
difficult to administer and as the year advanced controls were relaxed on an
industry-by-industry basis.

The price upsurge caused several other Governments To take emergency action.
In February, Belgium froze the price of all public services for 90 days. In July,
Italy imposed a three-month freeze on the prices of all basic food-stuffs and this
was extended in October and followed by a more general control of prices. In
August, New Zealand introduced a general 30-day price freeze and a lO0-month pay
freeze. In September, Spain froze the prices of transport and public services asg
well as food-stuffs, and the Netherlands intensified its existing price control
system in the wake of the up-valuation of the guilder. Australis, following the
lead of the United Kingdom and the United States, established a Price Justification
Tribunal to supervise the price actions of all larger fivms.

Prospects for internal stability

These measures and other similar ones demonstrate the fact that most
Governments were experiencing great difficulty in turning their econowic policies to
the needs of the hour. In the first half of the year their main preocccupation was
to achieve an ordered deceleration of growth from the steep upsurge of the previous
18 months to more sustainable rates. The boom in world commodity prices supervened,
however, and priority had to be given to actions to dsmpen the rise in domestic
prices and to prevent its impact from being unduly harsh or inequitable, Succass
in this effort was very limited:; fiscal action, on the whole, proved slow and
cumbersome, and the use of monetary restraint was nobt only inhibited by fear of
"over-kill" but also by the fact that business profits and cash flow were generally
high and any tightening of credit took a long time to "bite”. 1In a number of cases
interest rate policy was shaped ag much by the external situation and the flow of
short-term capital as by the need for internal restraint. Moreover, the high rate
of increase in prices tended to wesken the effectiveness of interest rate
adjustments: as indicated above, central bank discount rates often had to be raised
to unprecedented heights before they exerted the reguired influence.

Before any of the developed market economies had achieved control over domestic
inflation, the problem was greatly complicated by the actions of OPEC in restricting
the flow of oil and raising its price. The opening months of 19Tk thus found most
countries struggling not only on the two main fronts of 1973 = to achieve a smooth
and limited deceleration in the cyelical swing of demand and to slow down the price
rise « but also on a third and even mere critical front, namely, the looming deficit,
of unparalleled magnitude, in their trade with the petroleum-exporting countries.

It is not expected that the restrictive monetary and fiscal policies initiated
by the develcped market econowmies during the course of 1973, with the consequent
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slowing down of growth which is already occurring., will moderate the rate of
inflation during 19Tk. The huge increases in the price levels of petroleum
products will certainly be reflected in the aggregate consumer price index, though
the upward trend of other commodity prices and food prices (following a good crop
yvear) is expected to ease.

Part of the pessimism surrounding the hope for a greater measure of price
stebility in 197h stems from the widespread feeling that many of the major
industrial countries are caught up in a wage-price spiral. In 1972-1973, the rate
of inflation was to some extent mitigated by the favourable impact on unit labour
cost of rapid productivity growth during the upswing phase of the business cycle.

For 197k, however, a slower growth of productivity combined with the large
wage settlements negotiated in many sectors during the course of 1973 indicates that
unit labour costs will rise in 19TU. Indeed, the Organisation for Economic
Co-operation and Development (OECD) forecasts that this rise in unit labour costs
will accelerate in all of the major countries with the exception of France and
Ttaly.

t the same time (depending on the extent to which government monetary and
fiscal policies maintain the restrictive stance set last year), it will be difficult
for many countries to maintain unemployment rates at the generally low levels
recorded in 1973. Although it now appears that the dmpact of the oil crisis on
production will not be nearly as severe as was originally feared, the climate of
uncertainty which the crisis sparked could have an adverse effect on investment and
employment creation.

Forecasts of 1974 growth rates have been substantially lowered since they were
first made towards the end of 1973. In the United States where total production
dropped sharply (almost 6 per cent) in the first quarter, recovery to a U per cent
expansion is predicted for the second half of 19Tk; for the year as a whole,
therefore, the prospect is for only minimal growth. By April, the European
Commission had reduced its expectations of growth to below the lower limit of the
earlier range of 2.5-5.2 per cent. In the United Kingdom, the 197L4/75 budget
introduced in April was predicated on s 5 per cent decline in the gross domestic
product in the first half of 197k followed by a recovery in the second half to a
level about 2.5 per cent above the corresponding 1973 figure. The Japanese
forecast for the fiscal year l97h/75, also made at the time of budget presentation,
envisages a gross product about 2.5 per cent above that of 1973/TL. These national
forecasts led the International Bank. for Reconstruction and Development (IBRD) to
predict an average growth rate for the industrial countries of between 1.3 and
2.4 per cent in 1974. This is only about half the rate implicit in the principal
forecasts made around the turn of the year and it suggests that the increase in
production between 1973 and 1974 may be less than a third of that achieved in the
previous interval.

Changes in external balance

All the developed market economieg participated in the upsurge in exports in
19873. On a year-to-year basis the increases in dollar earnings ranged from
17 per cent in Italy to about three times that figure in Australia and Iceland. The
increases in the major trading countries were nearer the developed market economy
average of 37 per cent: United Kingdom, 25 per cent; Japan, 29 per cent;
France, 38 per cent; United States, U3 per cent; and Federal Republic of
Germany, 45 per cent.

IT1-10



In the case of import expenditure, the major trading countries were at the
extremity of the range: the increase between 1972 and 1973 was 24 per cent in
the United States and 63 per cent in Japan. The increases in the case of France,
the Federal Republic of Germany and the United Kingdom clustered around the
developed market economy average of 37 per cent,

Tn terms of international balance, the most significant changes were brought
about by the expansion of exports from the United States and of imports into Japan.
These tended to correct the payments imbalance that had emerged in 1971 and 1972.
There were a number of other trade developments working in the opposite direction,
however, chief among them being the expansion in exports from the Federal Republic
of Germany and in imports into the United Kingdom, increasing very greatly the
surplus of the former and the deficit of the latter (see table II-8).

Merchandise trade

The most notable increase in United States exports was to the centrally
planned economies, to Japan, to Singapore and to Brazil and Mexico. The share of
these countries in United States exports has been rising steadily in recent years
and between 1972 and 1973 it jumped from 19 to 25 per cent. There was also a
recovery in the proportion of exports going to Australia, Israel and the Netherlands,
after some slippage in 1972. Other destinations to which United States exports
increased by more than 50 per cent in dollar value in 1973 include Denmark,

Hong Kong and New Zealand. Proportionately, the largest gain was in food-stuffs,
exports of which doubled between 1972 and 1973 to reach over $12 billion, three
fourths of which was for crude foods. Raw materials and semi-manufactures increased
by 50 per cent and manufactured goods by 30 per cent. In the face of a relatively
modest rise in imports -~ 24 per cent, two thirds of the developed market economy
average - this expansion in exports served to reduce the United States trade

deficit below $2 billion (measuring exports f.o.b. and imports c.i.f.) not much

more than a fifth of the record 1972 figure. 2/

The massive increase in Japanese imports was very widely distributed: a
doubling was not uncommon among the smaller suppliers - Argentina, Austria, Finland,
Portugal and Yugoslavia - as well as in purchases from Hong Kong and Nigeria whose
share in total imports has been rising rapidly in recent years. More important in
abgolute terms was the expansion of 75 per cent or more in imports from Brazil,
Canada, France, Indonesia, Italy, the Philippines and the centrally planned
economies - countries that acecounted for almost a fourth of the total in 1973. The
United States supplied another fourth of Japan's imports, though its share declined
fractionally in 1973. As its export earnings increased at less than half the rate
of its import expenditure, Japan swung from its large surpluses of 1971 and 1972
into deficit in the second quarter of 1973.

Like Japan, the United Kingdom increased its imports far more than its exports.
This was in part a reflection of the rise in commodity prices, but more important
was the continued high growth of imporits from the industrial countries of Europe:

2/ Valuing imports f.o.b., the United States actually moved into surplus in the
second guarter of 1973 and by the fourth quarter the surplus was running at an
annual rate of $7 billion - more than the deficit in the corresponding period
in 1972,
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for the fourth consecutive year this was substantially above the over-all average,
raising the share of this region §/ in total United Kingdom imports steadily from
31 per cent in 1969 to 41 per cent in 1973. The only countries from which imports
rose at more than the 48 per cent recorded by this Furopean group were relatively
minor suppliers - Brazil, Chile, Greece, Indonesia, Iran, Mexico, the Philippines
and Tukey - whose combined share of Unilbed Kingdom imports in 1973 was less than

L per cent. The expansion in exports was not much more than half that of imports,
especially small gains being registered in shipments to the developing countries
(except West Asia) whose share in the total dropped to a new low of 21 per cent in
1973. The result was a trebling in the trade deficit in the course of the year -
to an average of about $1 billion a month in the last quarter.

In contrast to the United Kingdom, the Federal Republic of Germany increased
its exports far more than its imports. Its export expansion was widely distributed
to all areas except the developing countries of the western hemisphere - though even
to this region shipments increased by about a fourth, which was itself a record
growth. The most notable expansion was in exports to Spain (over 50 per cent in
current dollars), Denmark, New Zesland and South Africa (over 60 per cent) and
Indonesia, Tran, Japan and the centrally planned economies (over TO per cent);
between them this group of countries increased its share of the Federal Republic's
exports from less than 13 per cent to more than 16 per cent. Compared with this
surge in exports, import growth - though, at 36 per cent, extremely high by
historical ssandards = was relatively modest. It was highest in the case of
purchases from the centrally planned economies (up 51 per cent) and the developing
countries (up L7 per cent), especially in the Asian region (up 60 per cent).
Exports exceeded imports by a margin that rapidly increased in the course of the
year: the surplus reached an annual rate of over $17 billion in the third quarter
and for the year as a whole it totalled $13 billion, twice the 1972 figure and
three times the average of 1970-1971.

Changes in the balance of payments

The state of balance of these four countries - the Federal Republic of Germany,
Japan, the United Kingdom and the United States, which together account for well
over a third of world trade - iz of great importance to the functioning of the
international monetary system. Of less significance from a global point of view
but troublesome for the country itself and indicative of internal imbalance,
inappropriate exchange rate or deterioration in terms of trade, was the further
widening of the trade deficits of a nuumber of other countries, including Ttaly
{whose deficit reached $5.6 billion), Spain {($4.1 billion), CGreece ($2.1 billion),
Denmark {$1.h billion) and France ($1.3 billion). On the other hand, several
countries enlarged their active trade balances in 1973, among them Switzerland
(with a trade surplus of $2.1 billion), Australia ($2 billion) and Sweden
($1.6 billion).

Changes in merchandise trade dominated the international economic scene in
1973. This reflects not only the sheer size of trade flows in 1973 - in volume and
‘even more in value - but also the fact that after the monetary crisis of February,

’ 3/ The region includes Austria, Belgium, Denmark, France, the Federal Republic
of Germany, Ttaly, the Netherlands, Norway, Sweden and Switzerland.
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which set most of the major currencies floating, there was no dramatic building up
of pressure against particular exchange rates but rather a continuous process of
adjustment. In the aggregate, there were sizable movements of capital and
substantial changes in effective exchange rates, but they were less influential -
and much less disruptive - than had been the case in 1971 and 1972. After
February 1973, funds that might have been used to speculate against particular
currencies tended to find their way on to the commodity markets, adding to the
price boom discussed in the previous chapter.

In the United States, the turn-arcund in the current account reached the
remarkable total of $11.L billion. Trade accounted for the bulk of this swing, but
there was also a one-third increase in gross income on direct investment, raising
investment income receipts to $14 billion gross and $9.7 billion net. Net transfers
outwards (mostly foreign aid) increased only marginally, to $3.9 billion. Receipts
from tourism rose to a greater extent than did tourist outlays. There was a
substantial ($1.5 billion) increase in the outflow of direct investment in 1973 but
it was more than offset by an extraordinary direct investment inflow of over
$1.9 billion - almost 12 +times the 1972 figure. There was alsc a larger inflow of
portfolio investment. Bank and other long-term lending, which had been sharply
reduced in 1972, rose again in 1973 - especially in the last quarter of the year
in the wake of the Arab-Iraeli war, but not enough to keep the '"pasic balance”
negative: for the first time since it was first computed in 1960 the combined
current and long-term capital account yielded a surplus (see table II-9).

The net outflow of short-term funds from the United States was almost twice as
great in 1973 as in 1972, but still well below the record 1971 level. Much of this
took place in the early part of the year - before the second 10 per cent devaluation
of the dollar - when Buro-dollar borrowing was intense and interest rates relatively
high. PFor the year as a whole, however, the inflow of liquid private capital again
exceeded the outflow and this reduced the over-all deficit to about half its 1972
figure and less than a fifth of the unprecedented 1971 total. Financing this
deficit involved a $5 billion increase in United States liabilities to foreign
agencies.

The reduction in the United States deficit was paralieled by a corresponding
reduction in the Japanese surplus. In Japan, in the wake of the upsurge in imports
described above, the current account surplus in 1973 was less than a tenth of
its 1971-1972 average. And it was accompanied by a sharp increase in the net
outflow of capital. Thus the over-all balance, after a steep decline in 1972 from
the extraordinary $10 billion surpius of 1971, swung into deficit in 1973, and there
was a $6 billion drawing down of the country's official reserves.

No such turn-around occurred in the Federal Republic of Germany. There, as a
result of its strong export performance, the currvent account surplus registered
another and larger increase - from less than $2 billion in 1972 to over $5 billion in
1973. As net capital inflows continued at much the same annual rabte as in 1971
and 1972, the over-all surplus rose again and there was a further accretion - of
over $9 billion - to the country's international reserves, bringing gross hcldings up
to $33 billion or 18 per cent of the world total and almost a fourth of the
developed market economy total (see table IT-10),

After two years of surplus, the curvent accounts of Ttaly and the United
Kingdom, reflecting the expansion in imports, swung into deficit in 1973,
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In both cases this was met by increased borrowings:; this caused an opposite swing
in the capital account = from net outflow in 1972 to net inflow in 1973. Hence
there was no further reduction in international reserves.

The rise in imports also weakened the current balance in Austria and France.
‘n France this was aggravated by a large outflow of capital in the second half of
tie year: the over-all balance swung into deficit and official reserves were
drawn down to their end«1971 level. In Austria there was another net inflow of
cepital, though it was much smaller than in 1971 or 1972. A surplus on capital
account - and in this case a much larger one than in 1971 or 1972 ~ also offset a
marked deterioration in the current account of Denmark.

In Greece and Spain, the widening of the trade deficit was offset by an
increase in other current receipts, particularly from tourism and migrant workers'
remittances, so that in both cases the over-all accounts again registered a surplus,
though a smaller one than in 1972.

In Sweden and Switzerland, the capital account swung into deficit in 1973, but
as the current account surplus was greater than in 1972, the over-all balance
remained active - to an increased degree in Sweden but a sharply reduced degree
in Switzerland where z drawing down of international reserves began in the third
guarter of 1973.

Ad justment through exchange rates and reserves

On the whole, the process of adjustment that was set in motion in 1971 and
continued with a series of currency revaluations in 1972 and 1973 and the
introduction of a system of managed floating in March 1973 seems to have improved the
state of equilibrium among the developed market economies. The increase in the
amount of foreign exchange moving into the world's official reserves - which is a
measure of the external deficits of countries whose currency is regarded as usable
reserve assets - declined from almost $3L4 billion in 1971 and $25 billion in 1972
to $18 billion in 1973. 4/ The proportion of this increment going into developed
market economy reserves declined from 88 per cent in 1971 and 66 per cent in 1972 to
39 per cent in 1973. As a result of the primary commodity boom, the surpluses
that had opened up were largely in the developing countries.

The increase in foreign exchange reserves in the developed market economies
amounted to $7.2 billion in 1973 (less than half the 1972 figure and a fourth of
the 1971 figure) and this was all accumulated in the first quarter of the year,
chiefly in the Federal Republic of Germany. There was only a small increase in the
second and third quarters and a reduction in the fourth when the movement of
exchange rates induced dollar sales by a number of central banks, including those
of Belgium, France, the Federal Republic of Germany and Switzerland
(see table II-11).

E/ As a proportion of the foreign currency reserves being held at the end of the
preceding year the decline was much steeper: Trom T5 per cent in 1971 and
33 per cent in 1972 to 18 per cent in 1973. Most of these foreign exchange reserves
are claims against the United States, the rate of increase in which declined from a
more than doubling in 1971 to 21 per cent in 1972 and 9 per cent in 1973. Claims
against the United Kingdom increased by 19 per cent.in 1971 and 11 per cent in 1972,
but were reduced by 11 per cent in 1973. The remainder of the reserves represent
chiefly holdings of BEuro-currencies and in 1972 and 1973 these increased more - both
absolutely and relatively - than the liabilities of the traditional reserve currency
countries.
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All the principal developed market economy currencies appreciated against the
dollaxr in the first quarter of 1973 and most of them did so again in the second
quarter when, after its 10 per cent devaluation in February, the dollar continued
to weaken despite large ($2 billion) purchases by private interests. At the end of
June the central rate of the deutsche mark was raised by a further 5.5 per cent
in relation to the other EEC currencies participating in the joint float that had
been agreed to in March. In the third quarter arrangements were made to support
the dollar, but very little of an $18 billion swap line of credit was in fact
used: rising United States exports and the tightening of monetary conditions
combined with some easing of restraints in the Federal Republic of Germany served
to steady the exchange rate. Only the currencies of Australia, Italy and the
Netherlands increased in dollar value; those of France, Norway, Sweden, Switzerland
and the United Kingdom began to depreciate, and this process continued into the
fourth quarter when the dollar strengthened against all the developed market
economy currencies (except that of Canada), gaining about 11 per cent relative to
the EEC group by the end of the year and thus restoring its position to that
obtaining immediately after the February devaluation. In the first quarter of 19T7h,
however, the United States dollar weakened again, against all currencies except
those of France and Italy (see table II-12).

Measured in relation to the currencies of trading partners, only the currencies
of the Federal Republic of Germany and the Netherlands appreciated in 1973 after the
inauguration of a floating régime, and even these weakened in the last quarter of
the year, when the dollar was regaining ground lost in the summer. As implied
above, the French and Ttalian currencies continued to depreciate in the first
quarter of 1974 and the United States dollar also weakened again. The remainder
strengthened, even sterling and the yen which, with the lira, had lost most in
1973 (see table II-13).

Since the Smithsonian parity fixing of December 1971, some major changes have
taken place in currency relationships. Against the currencies of their trading
partners, the Swiss franc has appreciated by over 17 per cent and the deutsche mark
by 20 per cent. At the other extreme, the pound has depreciated by 17 per cent and
the lira by about 20 per cent. This range of changes while wide by the standards
of recent history under the Bretton Woods system, is not altogether out of keeping
with the magnitude of other changes that have characterized the early years of the
1970s.

Implications for the international monetary system

In 1973, the Federal Republic of Germany held down the rise in internal prices
to about T per cent and in the face of a 3 per cent deterioriation in terms of trade
increased its trade surplus by an amount equivalent to 15 per cent of its average
of exports and imports and expanded its international reserves by 40 per cent. At
the other end of the spectrum, Japan experienced a 16 per cent rise in domestic
prices and a 10 per cent deterioration in the terms of trade; the swing in its
merchandise balance amounted to a fourth of its total trade and it lost almost a
fourth of its reserves. Large increases in internal prices (10-12 per cent), an
adverse movement of the same order in the terms of trade and a massive enlargement
of the merchandise deficit were alsc registered by Italy and the United Kingdom
in 1973 (see table IT-1L).
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The sheer size of these changes transformed the problem-mix facing the
developed market economies in respect of their trade and payments interrelationships.
The IMF Comnittee of 20 {on Reform of the International Monetary System and Related
Issues)} deferred its search for adjustment mechanisms, controls and indicators
necessary to maintain s régime of "'stable but adjustable” currencies, and little
progress could be made towards agreement on the details of relationship between
gold, the dollar and SDR. 5/ Instead, the main topic of concern at a meeting of the
Committee in Rome in January 19Tk was how to prevent the fourfold increase that had
taken place in petroleum prices from creating an unmanageable payments situation.
And at a meeting of the Committee's Deputies in March 1974, the main achievement was
agreement on an interim set of guidelines to ensure that in so far as official
intervention was necessary to maintain a satisfactory system of floating currencies,
it was effected in ways that would facilitate and not disrupt or distort the flow
of trade.

The easing of the burden of defending a particular rate of exchange, combined
with the strengthening of the dollar in the second half of the year, led to the
relaxation of variocus controls over capital movements. Belgium, France, the
Federal Republic of Germany and Switzerland all eased their restrictions on the
inflow of funds in the fourth quarter and Japan soon followed suit. In November,
the countries that had formed the gold pool in 1968 decided to permit sales of
official gold {but not purchases) on the free market, the dollar price having more
or less trebled in the course of the year. In December, the United States began
dismantling its controls over the outflow of capital: restrictions on direct
investment were ended, the Federal Reserve System's guidelines for voluntary
restraint on foreign credits were withdrawn snd the equalization tax on the
purchase of foreign securities was reduced to zero. Only certain reporting
requirements were retained.

The relaxation of exchange and other controls on capital flows tended to
increase the rvelative importance of differences in interest rates snd domestic
monetary policy. In these circumstances and given the magnitudes of the trade and
price changes that characterized 1973, it became difficult to maintein the joint
float of European curreacies. In January 1974, France, anxious to ease internal
monetary conditions and reduce the exchange losses involved in the link with a
riging deutsche mark, withdrew the franc from the arrangement, letting it float
without reference to the previous margins and supporting the action by tightening
once again its regulation of capital movements.

In April 1974, the cost of the joint float to the weaker currencies was
reduced by an agreement to value gold near its free market price for purpose of

Q/ It was genevally accepted, however, that SDR should be the central reserve
asset in any new monetary system. And some progress was made in the course of 1973
in accustoming the financial world to deal in currency baskets. The Buropean
Investment Bank, for example, floated a number of bond issues in the “Burco" - a
weighted basket of the nine EEC currencies. And Barclay's Bank International has
initiated dealings in a five-currency unit consisting of the dollar, pound,
deutsche mark, and Swiss and French franecs in egual proportions. Baskets of this
nature would presumably be used for valuing SDR as the numéraire of the systeum.
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interparticipant settlements. In the Federal Republic of Germany, monetary
conditions had been eased; in the other participants - Belgium, Luxembourg, the
Netherlands, Norway and Sweden - there had bheen a corresponding stiffening.
Co-ordinate measures were recognized as necessary for the maintenance of the joint
float and the common agricultural policy with its uniform pricing of major products.
But it was still unclear how the needs of the still separate domestic economies
might be served if these diverged.

Another of the problems whose dimensions have been changed as a result of the
events of 1973 is that of the link between liquidity creation and development aid.
The need for international liguidity and, even move, its distribution have been
greatly affected by the changes in price relationships that have occurred,
particularly the rise in the relative prices of cereals and petroleum. While it
is not certain how long these prices will persist, 6/ it is clear that for the
period immediately shead large sums will have to be transferred from importers of
these commodities to their exporters. This means that the flow of aid will have
to conform to need much more than has been the case in the past. The desirability
of more discriminating aid policies was foreshadowed in a statement of the
Development Assistance Committee of OECD in March 1974 in which the 18 developed
market economies concerned pledged not to reduce the amount of their aid, despite
their own balance-of-payments predicament, but to accelerate transfers to the
most needy of the developing countries.

The outlook for external balance

The balance-of~payments prospects of the developed market economies cannot be
delineated with any precision even though they have been a preoccupation of most
of the Governments concerned ever since the second doubling of the crude
petroleum price at the beginning of 19T4. 1In the aggregate, if the new price is
maintained, it is expected that the developed market economies will have to pay
about $50 billion more for petroleum imports in 19TL than in 1973. Z] How the
financial burden is distributed, however, depends not only on the volume of

6/ Cereal prices, subject to market foreces, have already begun to recede,
and , dependlng on 19Tk harvests, could well be back to traditional relatlonshlp
with other prices by 1975. Petroleum prices, fixed by a producer cartel, seem
likely to adjust much more slowly, as demand is choked off and alternative_fuel
supplies are developed.

T/ This assumes that imports of crude petroleum for consumption in the
developed market economies will remain at the 1973 level of 10 billion barrels and
the increase in unit cost will be $5 per barrel (up from rather less than $3 to
about $8 on an f.o.b. basis). As a result of substitution, conservation and
reduced economic activity, consumption and imports may be lower (by as much as
10 per cent according to some forecasts). On the other hand, the unit cost
inerement may be higher because of the increase in the proportion of
"participation” oil bought back by the operating companies at above the
$8 average price.



petroleum purchased but also on the way the total purchase price is "recycled",
that is, on the distribution of the purchases, debt repayments, investments, loans
and grants made by the exporters on the basis of the proceeds.

As there is usually a lag of many months between the shipment of petroleum
and the return flow of funds, not much of the new higher revenues accruing to
OPEC found its way back to the developed market economies in the first quarter.
Imports of the group, which were approaching $20 billion in 1973, may be expected
to continue to rise rapidly with the receding of financial constraints on
development plans, and most of the goods will come from the developed market
economies. No 19Tk trade figures are yet available but some of the $5 billion used
to finance recent Arab arms purchases is reported to be on the way back to the
United States in payment for Soviet wheat purchases. 8/ There is little sign that
much of the petro-currency has been used con any of the stock exchanges. ©Some real
estate transactions have been reported, mostly in high-fashion, no-risk areas,
but the total value does not yet seem to have reached %1 billion.

Some of the funds will be used to pay for the increase in the "'participation'
of host Governments in the activities of the concessionary oil companies. According
to press reports, for example, Saudi Arabia is paying $500 million for an initial
25 per cent share in the equity of the Arabian American 0il Company (ARAMCO). Such
transactions are taking place in all the petroleum-exporting countries, though the
pace and extent of participation, the terms of purchase and the method of valuing
assets differ appreciably from case to case. The resulting divestment will
constitute a reflux of capital into the United States and, on a smaller scale, the
Netherlands and the United Kingdom.

Additional funds will be used for the purchase of new assets connected with
the petroleum industry. A group of Gulf States - Abu Dhabi, Kuwait, Qatar and
Saudi Arabia - is contributing half of the $400 million cost of a pipeline from
Suez to the Mediterranean, for example, and Abu Dhabi intends to put $100 million
into the building of a dry dock to accommodate super-tankers. This type of
investment will be reflected in orders to the developed market economies for capital
goods and engineering services.

There dis also likely to be an addition to the amounts made available as
development loans snd grants to other developing countries. Some of this will move
bilaterally, some through IBRD and some through the various Arab development
institutions. 9/ But in due course all of such transfers are likely to generate
orders for imports from the developed market economies.

8/ In The New York Times, 25 April 197k.

g/ Including the Kuwait Fund for Economic Development (the oldest of them,
whose capital has recently been raised to $3.35 billion), the Arab Fund for
Economic and Social Development, the Islamic Bank (recently established with a
capital of $1 billion), the Arab-African Bank and the Abu Dhabi Fund for Arab
Economic Development.
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The international reserves of the 10 OPEC members for which data are available
increased by almost $3 billion in the first quarter of 197L. This reflects the
fact that most of the petro-money tends to be deployed on the Euro-currency market.
On a net basis (that is, the foreign currency liabilities of the participating
institutions, excluding interbank redeposits), the funds on this market increased
by about 60 per cent in the course of 1973 and by a further 7 per cent in the
first quarter of 1974, reaching an estimated total equivalent to $160 billion, of
which rather more than 70O per cent comprises United States dollars. Publicly
announced borrowing from this market has risen rapidly from less than $7 billion in
1972 to $21.9 billion in 1973 and as much as $14 billion in the Ffirst quarter of
197k, ;9/ Most of the borrowers on this market are private entities but they
include local authorities and nationalized industries aand these first quarter
transactions include arrangements for large-scale loans to France ($2.5 billion),
Ttaly ($2.2 billion) and the United Kingdom ($4.3 billion).

Since, until recently, the Euro-currency market has been essentially a source
of short-term funds, how successfully it will function if it is used by
oil-importing countries for the purpose of medium-term finance is far from clear:
there is an obvious potential conflict in objective between the lenders and the
borrowers that will need to be adjusted. It seems likely, for example, that only
the strongest of the borrowers can be assured of access to this market, particularly
if, for whatever reason, a credit squeeze develops in the course of the year., It
is for this reason that it is of particular importance that trade-reducing measures
be avoided: inability to earn foreign exchange through normal exports could
trigger restriction on non-esgential imports and a self-defeating run on whatever
funds there are for financing essential imports, including those of petroleum.

It was with these considerations in mind and against a background of
import-restraining measures recently adopted by Denmark and Italy, that the
24 members of OECD met in May and agreed to a "code of good conduct" aimed at
avoiding destructive competition through unilateral action to limit imports and
stimulate exports. In order to facilitate consultation among those most affected by
the financial implications of the emerging deficit, the major trading nations have
reconstituted the "Group of 10".

Because many countries, especially in the developing group, are unlikely to
have access to an adequate source of finance, IMF is setting up a specific
"bridging facility” for the use of countries that are finding it difficult to
pay for vital imports of crude oil or products. This would be financed by
borrowing - presumably from oil exporters as far as possible - and would operate
outside the regular framework of the Fund for a two-year transitional period while
other adjustments are being made. Up to the end of April 197k, some SDR 2.3 billion
had been pledged (including SDR 1 billion by Saudi Arabia and SDR 0,6 billion by
Iran) and it was hoped to inaugurate the facility at the final meeting of the
Committee of 20 in June.

In the meantime, the United Nations General Assembly has approved a "Special
Programme” to provide emergency relief to developing countries most seriously
affected by the changes in price relstionships. On 9 May, the Secretary-General,

10/ Data compiled by IBRD.
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" pursuant to the decision of the Assembly, addressed an appeal for funds to 45

industrialized or petroleum-exporting countries with a view to providing grants
or soft-term loans.

The amounts that are required for this purpose will depend on the availability
of other sources of finance and sbove all on the maintenance of a high level of

trade. In this respect a special responsibility rests on the developed market
economies, many of which will themselves be under considerable strain.
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Table II-1. Developed maiket economies: growth of gross domestic
product in constant market pricer, 1970-1973

(Percentage)
Average
Region and country annual rate, Change from preceding year
| 1970-1973 1971 1972 1973 a/
North America . h,o 3.3 6.0 6.1
Canada . . « . 5.2 5.8 5.6 7.12/
United States . 3.9 3.1 6.0 6.0
Western Europe. b7 3.4 4,0 6.0
EEC, 6 countries 4.8 3.k 4.0 6.0
9 countries 4.5 3.2 3.6 6.0
Belgiumh/ 5.6 3.4 5.2 6,2
France e e e e e e e e 5.7 5.3 5.3 6°lb/
Germany, Federal Republic of. L. b 2.6 2.9 6.3~
Ttaly . 3.8 1.6 3.2 605/
Luxembourg 2.k 0.7 3.0 7.0~
Netherlands . 5.1 3.9 L L 5.0
Denmark . . e . 4.3 .1 4.9 5.1
Ireland . . . . . . . L, L 3.6 3.9 7.5
United Kingdom. .. 3.4 1.6 3.0 5.5
Other Furope, 15 countriesg/ 4.3 3.0 L.5 5.8
12 countries. 5.3 3.6 6.0 5.8
Austria . 6.5 5.6 6.4 5.7
Cyprus 6.2 12.2 5.0 2.0
Finland . 5.6 2.k T.0 5.2
Greece. g 8.5 7.1 10.2 9.0
Tceland~ 6.6 9.5 6.0 5.0
Malta « « « o o o « o+ « o o (9.5) 9.0 9.0 cen
Norway e e s e e e e e . 4.3 5.5 L.3 3.9
Portugal . v . o < o s 4 . 6.7 6.2 7.5 M'Sb/
Spain . 6.5 4.3 8.2 8.1~
Sweden 3.0 0.2 2.5 4.3
Switzerland . k.6 3.8 5.8 4.5
Turkey 6.7 9.5 6.2 5.0
Asia
b/
Japan— 9.3 6.8 8.9 11.0
Southern hemisphere . L. 2 k.o 3.2 5.8
Australiag/d/ . L.2 h.1 3.2 6.0
New Zealand~ . 3.k 3.5 2.5 5.5
South Africa 4.3 L.0 3.3 5.5
Total, 27 developed
market economies . . . . L7 3.6 5.5 6.5

(Source and foot-notes on following page)
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(Source and foot-notes to table IT-1)
Source: Centre for Develdpment Planning, Projections and Policies of the
United Nations Secretariat, based on United Wations, Yearbook of National Accounts

Statistics, Organisation for Economic Co-operation and Development, Economic
Outlook (Paris), and national sources.

a/ Preliminary.
b/ Gross national product.
g/ Including Denmark, Ireland and the United Kingdom.

d/ Fiscal year ending 30 June of the indicated year for Australia,
31 March for New Zealand.
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Table I1-2.

Selected developed market economies: changes
in industrial production, 1971-1973

Index of industrial production

Country (corresponding quarter of previous year = 100)
1972 1973 1974
I 1T 111 v il il 11T IV il
Australia . 96.3 101.1 101.1 104.7 113.0 107.7 115.2 106.h4 112.79/
Austria . 105.% 104.8 106.7 11L.7 106.5 88.3 106.8 100.8 108.0%
Belgium . 104.8 103.0 102.5 107.6 107.5 10L.7 105.h4 106.5 e
Canada 109.0 110.6 10k.1 111.1  .10.7 110.0 108.6 106.1 105.29/
Denmarks/ - 107.1 106.6 111.3 . e . ... ...
Finland . . . . 123.7 109.4 108.5 115.5 107.8 104.k 105.1 100.3 103.59/
France 107.1 109.2 106.8 108.2 111.0 109.2 108.0 106.9
Germany , Federal
Republic of . 102.,2  98.4  98.5 107.1 107.6 111.9 107.7 105.7 102.2
Greece 113.9 114.9 67.h 11L.3  116.8 1187 116.1 111.5  92.0°
Ireland . 102.7 108.8 106.3 108.4 113.5 112.3 108.3 ...
Italy . 102.9 102.0 10k.6 109.6 103.5 113.9 11h.,7 117.1 .o
Japan . 106.1 109.9 -  103.8 106.9 108.7 118.1 115.8 109.3%
Luxembourg 103.5 102.0 103.6 108.9 116.2 112.3 108.5 1i2.k  106.5
Netherlands . . 109.7 2108.6 106.3 106.9 108.1 107.3 106.3 107.5 10&.&9/
Norway. . - . . 97.7 106.3 99.7 105.0 110.7 96.8 109.1 106.2 105.1
Portugal 128.2 116.4 114.8 123.9 91.0 ... oo o con
Spain . 116.4 116.5 113.8 118.3 116.4%  11k.T7 119.5 113.7 115.59/
Sweden . . . . 91.6 96.7 108.0 107.1 109.1 108.0 109.2 135.5 10T7. o/
Switzerland . 10Lk.L 102.0 102.1 103.9 105.6 10L.0 105.5 109.k oo
United Kingdom 98.2 103.4 101.4 2103.3 110.4  10k.1 108.1 103.7 90.2§/
United States . 103.9 106.2 110.2 111.k 111.9 110.5 109.2 105.7 100.99/

Source: Centre for Development
United Nations Secretariat, based on
and natiopsl reports.

a/ January.

b/ January and February.

¢/ Manufacturing only.

d/ January-April.

Planning, Projections and Policies of the
United Nations, Monthly Bulletin of Statistics,
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Table II-3. Selected developed market economies: changes in major compounents
of gross domestic product in constant prices, 1970-1973
(Percentage change from preceding year)

Gross
Country and  Private Public Fixed ‘Change in domestic
year consumption consumption investment inventories™ Exports Imports producth
North Americaé/
1970 . 1.8 -3.5 3.6 0.k 8.2 2,2 0.7
1971 . . k.o -0.2 5.7 0.k 2.3 5.8 3.3
1972 . . 6.2 3.3 11.9 0.5 7.0 12.0 6.0
1973 . . 5.4 1.b 7.1 0.6 17.0 6.0 6.1
Canada,
1970 . . 2,1 10.0 0.9 0.1 9.1 -1.8 2.7
1971 . . . 5.5 5.3 7.9 0.2 5.7 8.8 5.8
1972 . . 7.8 3.k 3.6 0.5 T.1 13.k 5°6L/
1973 . . 8.5 k.5 8.3 0.6 9,2 11.6 7.1~
United States
1970 . . 1.8 -k.5 ] 0.k 7.9 3.5 0.5
1972 . . . . 3.9 ~0.6 5.5 0.4 ~-1.0 4.8 3.1
1972 . . 6.1 3.3 12.7 0.5 7.0 11.5 6.0
1973 . . 5.1 1.2 7.0 0.6 19.9 4.3 6.0
Western EuropeE/
1970 . 5,2 3.9 7.2 2.8 9,8 11.2 5.0
1971 . . 4.0 5.0 3.3 1.6 8.0 6.0 3.3
1972 . . . . L.8 4.0 k.o 1.2 7.9 9.0 4,0
1973 . . . o 3.5 5.0 13.0 12.8 6.0
mpc?/
1970 . 5.3 3.4 7.2 2.0 9.6 11.0 L.8
1971 . . ) 5.1 2.3 cx%/ 8.4 6.7 3.2
1972 . . L7 k.o 2.8 0.7~ 7.8 9.2 3.6
1973 . L.9 3.5 5.4 13.8 13.6 6.0
Belgium
1970 . . .6 3.3 8.8 1.5 10.0 7.1 6.6
1971 . . 3.9 5.9 -2.2 1.2 8.7 6.5 3.k
1972 . . . 5.9 7.2 4.8 7.2 8.3 5.2
1973 . hou h.s5 7.0 16.6 18.9 6.2
Denmark
1970 . . 3.2 11.9 6.0 0.3 5.7 7.9 3.1
1971 . 2.0 6.6 1.6 -0.8 7.6 1.3 3.9
1972 . . 3.0 7.2 3.2 -1.2 7.9 3.4 um9cg
1973 . . ¢ 6.3 12.0 6.L 16.8 5, =
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Exports Imports product
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Change in
consumption consumption investment inventories—
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Table II-3 (continued)

Gross
Country and Private Public Fixed Change in / domestic
year consumption consumption investment inventories— Exports Imports product
Switzerland
1970 . 5.3 2.3 8.0 1.7 T.2 13.7 L 2
1971 . 5.5 3.7 7.8 1.0 2.5 6.1 3.8
1972 . 5.7 .5 7.7 0.9 5.0 6.0 5.8
1973 . 4.5 Il 3.0 1.2 6.4 5.7 4.5
gapan
1970 . 7.5 6.3 13.3 L.5 15.9  20.8  10. 9?
1971 . 7.0 7.7 7.9 2.4 17.9 3. &8%
1972 . 9.1 9.6 9.5 2.1 7.5 8.4 8. o/
1973 . . . 8.7 7.3 16.2 3.3 6.6 23.2 11.0¥
Australiagj
1970 . 5.8 2.6 5.5 1.7 18.9 10.2 5.89/
1971 . 3.3 4.3 3.5 1.4 8.4 3.4 .1
1972 . 3.5 1.9 0.8 ~0.4h 8.2 -2, 2 3.2
1973 . 5.9 5.7 ~3.6 -0.5 L.6 L.y 3.8
Total (for 20 countries shown)y/
1970 . 3.h -2.2 3.5 3.0 10.1 9.6 3.1
1971 . Y, 2 1.6 5.1 1.7 7.3 5.7 3.6
1972 . 5.9 3.7 8.2 1.4 7.6 9.5 5.5
1973 . 5.4 2.3 7.3 13.3 11.7 6.5

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat based on United Nations, Yearbook of National Accounts
Statistics, Organisation for Economic Co-operation and Development, Economic
Outlook and Economic Surveys {(Paris), and national sources.

g/ At current prices, as percentage Qf-gross dcmestiC’prpduct.
g/ 1970 weights used in combining country data. R

¢/ Gross national product.

4/ Excluding Luxembourg for all years.

e/ Excluding Belgium.

£/ Including Greece except in 1973.

g/ Fiscal year ending 30 June.
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(Source and foot-notes on following page)

B

Korth America 4/ . .

Burope
EEC

Total, 28 countries




(Source and foot-notes to table II—&)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics
and Yearbook of Nationmal Accounts Statistics.

a/ Countries are arranged in descending order of percentage increase in
consumer prices ("all items™) from 1972 to 1973.

E/ January only in the case of Turkey; January-February average in the case of
Malta, South Africa and Yugoslavia.

g/ Quarters ending in February, May, August and November in the case of
Iceland and Ireland.

d/ "All items" weighted by private consumption in 1970; "food" weighted by
food consumption in 1970.
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Table ITI-5. Selected developed market econcmies: unemployment rates
and changes in unemployment, 1970-1973
(Percentage)

Percentage change in average

a/ number of unemployed between
Country—~ Annual average b 1971 1972 December 19072
unemployment rate—;c and and c/ and c/.a/
1970 1971 1972 1973+ 1972 1973~ December 1973~ °~
Cyprus « = « « « « . . 1.1 1.1 0.9 1.2 -11.6  31.3 49.0
Yugoslavia . . . . . . 7.7 6.7 7.0 8.1 8.2 21.3 19.5
Germany , Federal
Republic of . . . . 0.7 0.8 1.1 1.2 33.0 11.0 Th.2
Belgium . . . . . . . 2.9 2.9 3.5 3.7 22.4 b7 2.2
France . .« . . . ... 1.6 20,08/ 2,28/ 1.8 130 2.8 11.5
Netherlands . . . . . 1.1 1.6 2.7 2.8 4.0 1.9 S 3.k
Ttaly . . « « = « « . 3.2 3.2 3.6 3.5 L -b,2 ~)7.3
Finland . .. . .. . 1.9 2.2 2.5 2.3 2.2 -7.3 -11.3
Canada . . . .« « - « . 5.9 6.4 6.3 5.6 1.8  -7.5 -12.3
Sweden . . . . . . . . 1.5 2.5 2.7 2.5 5.9 -8.4 -13.0
Irelamd . . . . . .. 7.2 7.2 8.1 7.2 13.7 -8.5 -L.8
Japan . . . . . . . . l.2 1.2 1.k 1.3 k.1 -9.6 18.2
United States . . . . 4.9 6.0 5.6 4.9 -3.1 -11.1 -1.kh
Norway . o« « « « « . . 0.8 0.8 1.0 0.8 21.3 -13.5 -35.6
Australia . . . . . . 1.4 1.6 2.3 1.9 b3.7 -1k.5 T =22.5
CAustria . . . . . .. 2.4 2.1 1.9 1.6 -5.6 -15.9 6.5
Denmark . . . . .« . . 2.9 3.7 3.6 2.4 -0.3 =32.8 - =2.3

L
=

United Kingdom . . . . 2.6 3.8 2.7 10.8 -33.L4 -33.9

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics.

g/ Countries are arranged in descending order of percentage increase (or
ascending order of percentage decrease) in number of unemployed between 1972 and 1973.

E/ Unemployment rate refers to the number of persons wholly unemployed and
temporarily laid off (derived from unemployment insurance statistics, employment
office statistics or sample surveys) expressed as a percentage of the civilian
labour force. Because of differences in definition, the data do not permit simple
intercountry comparisons.

¢/ Preliminary.

d/ Change between December 1972 and December 1973 expressed as a percentage of
the former, except for Australia (November to November) and Italy (October to
October).

g/ Cited in Organisation for Economic Co-~operation and Develcopment, Etudes
économiques ; France (Paris, February 1974).
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Table I1-6. Selected developed market economies: unemployment and job vaca,ncies,g'/

1971-1973

Number of unemployed

Number of vacancies

Percentage ratio of unemployment

(thousands ) (thousands ) to vacancies
ot e e (e
17 1972 1973 quarter ) 97 1972 1973  quarter) 1971 1972 1973  quarter)

Australia . o o . T 1ok 8L T ik 32 6L '82 180 325 131 96
Austria » o o . o 53 50 ] by 56 62 66 €6 9% 81 62 T
Belgium . . . T 87 92 9% 13 9 hE 17 546 967 657 559
Canada .+ o o » » 552 562 520 5277 .o ses oo .o
Denmark . . . 30 30 20 22 . .
Finlend . + « » « ko 57 51 L9 12 16 23 26 408 356 222 188
France o « » o o - 337 380 394 ] 123 165 252 250 274 230 156 168
Ge%?‘;u“%iiieif?l. 185 2hy 282 379 6h1 548 564 L8 29 ks 50 85
Greece . « « o o 30 2h 21 2
Ireland ¢ o o o o ) 48 Igly 43 oo
THely o o o o 5 o 613 697 669 592
Japan o « o e 0 o 547 561 527 502 ‘h52 516 687 ske 121 113 77 P
Netherlands « o » 62 108 110 107 107 63 67 3 58 173 i6h 17
HOIWEY o » o o o 12 15 13 i1 11 9 8 10 109 167 163 110
Spain s o ¢ & o s 190 193 155 133
Sweden . . s s o 45 18 46 by 36 32 35 Lo 125 150 131 110
Switzerland . . . - - - - Iy 5 L i

TurkeY o o » o o k5 iy héy ase oon
United Kingdom . 776 855 611 517 176 189 398 502 Wy L5z 15h 103

United States .

L 993 4 840 4 30k 4 239

so02

Source:

Centre for Development Planning, Projections and Policies of the United Wations Secrebarist, based on Organisation for
Feonomic Co-operation and Development, Main Economic Indicators (Paris), April 197h.

g./ Because of differences in definition both in measuring unemployment and in determining vecancies, these dats cannot be used for

intercountry comparison.

specific times,
b/ Average for June-September 1973.

In genersl, the figures represent'rtghe' averages of variocus registration or sample survey enumerations taken at



Table II-T. Developed market economies: changes .in hourly earnings
of wcrkers in :enufecturing, a/ 1970-1973

Percentage change over corresponding portion of preceding year

Country ‘
1971 1972 1973 1973 fourth quarter

Australia . . . . . 11.3 9.6 12.0 13.7
Austria o . . . . . 11.1 12.2 10.9 15.6
Belgium . - . . . . 12.0 1.3 16,3E/
Canada . o » o o o 9.0 7.3 8.5 9.1
Demmark . . . . . . 15.0 12.2 13.1Y/ e
Finlend . . . . . . 15.0 13.9 1b, 5/ ‘e
France . . . « . . 11.2 11.3 lBGOE/ coe
Germany, Federal

Republic of . . . 13.7 8.8 10.1° ‘ 10.5
Greece . o o o o o 8.8 9.2 15.7 20.7
Ireland . . « » . . 16.0 1k, 7 18059/ e
Ttaly « o ¢ » &« o « 13.5 10.4 24.3 28.7
Japan . . « « . . . 13.9 15.6 23.6 27.1
Netherlands . . . . 12.0 12.5 12.7 1kh.7
Norway . o « . . « -12.0 8.9 1002E/ ces
Spein . . . . . . . 14,0 14,0 19.1%/ e
Sweden . . . o . o 7.0 15.0 8.1 8.8
Switzerland . . . . 10.0 8.2 9.2 9.1
United Kingdom . . 11.3 12.8 12.7 13.4
United States . . . 6.0 6.6 7.1 6.9

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Organisation for Economic Co-operation and
Development, Main Economic Indicators’ (Paris), April 197k,

a/ Including mining in the case of Austria, Denmark, Finland, the Netherlands,
Norway and Sweden; including mining and construction in the case of Denmark; firms
employing 20 persons or more in the case of Canada; male workers only in the case
of Australia and the Netherlands; wage rates in the case of France, Italy and the
Netherlands; weekly earnings in the case of the United Kingdom; monthly earnings
in the case of Japan.

b/ January-September.

¢/ January-June.
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Table II-8. Developed market economies: changes in exports and imports
and the balance of trade, 1970-1973

Percentage change from preceding

year Balsnce of trade
(millions of dollars)
Region and country Exports Imports (exports £.0.b. - imports c.i.f.)
1971 1972 19735/ 1971 1572 19735'/ g7 1971 1972 19735/
Developed market economies « . « 11.8 18.9. 36,5 11.2 18.3 3.1
North America o+ « « o o o o o I,2 15,4 37,2 kb 21.7 2k.1 ‘
Canads, o o s 60 s 0 o a 9.7 1,7 23,0 15.9 21.5 23.3 2 399 1 740 861 9ok
United States « o o o o o & 2,1 12.8 h3.2 13.9 21.8 oL b 795 -4 212 -9 O7h -1 885
EEC ¢ o o o o a o o o4 005 14,3 20,3 36.1 1.7 18.7 39.3
Belgium-Tuxembourg &« + « « » 9.7 26,9 38.8 13.0 20,1 W, 7 187 -17h 662 70
Denmark o+ o ¢ o o o o « & o 9.9 19.7 41.5 Y7 9.9 51.5 ~1 051 -926 -653 -1 43k
France « o« « o + o o P £ 19 27.4 37.9 11,2 26.9 39,7 -1 033 -523 =551 -1 258
Germany, Federal
Republic of .+ 5 s « 5 & » 13.9 19.9 hh,6 1,9 i7.3 35,7 4 374 Y 686 6 511 12 980
Ireland . o o ¢ o7e s 5 o o 1Ts5 22,0 33,0 13.1 1,9 29.9 -502 -518 =502 -601
TEALY o o o 2 s o 0o ¢ 5 « o 143 22,6 16.3 6.6 20.6 k0.9 -1 T63 -864 ~733 -5 586
Netherlands . o + « s o o o 18,3 20,5 ks, ih.7 13.8 k0.0 -1 651 -1 467 -738 -h61
United Kingdom « o » » o » o  15.4 9.0 25.4 10,1 16.5 39. 14 -2 373 -1 589 -3 514 -8 312
EFTA ¢ o o o « o e s 0 o o s s 0.0 20.6 38,4 9.0 15.9 37.3 ’
AIstria . o o v o s s 6 o o 11,0 22.4 36,2 18.2 2h,3 36.5 -692 -1 023 -1 333 . =1 832
Finland . . 6o 6 o s 6 s o e 2.2 25.0 26,2 6,0 14,5 31.7 -330 -U37 -251 -h93
Iceland o o « o o ¢ o b » 2.0 26,7 53.2 33.8 10.5 3L, 7 -10 -60 o -68
NOXWEY o o o « o o s o s 3.9 27.3 46,8 10.0 6.4 53.2 -1 247 -1 521 -1 086 -1 87k
Portugal « « o o s s 6 5 » 10,7 22.3 o, 7 ik, T 19.9 37.6 -640 -T71 -899 -1 171
Swedenl o o s o s a s o v &«  10.1 17.3 38,9 1.1 1k.5 31,0 =212 396 : 659 1 559
Switzerland o - ¢ o o o o o 119 18.8 39,0 11.3 17.3 37.2 -1 355 -1 L9 1 648 2 137
Other Europe » + + » .+ & . 149 27.6 40,0 9.1 20,9 b1k '
CYPIUS o e o o o o s o o o o 6.4 15.5 34,3 10.0 19.8 I3z,2 -130 -1h7 - =181 -27L
OYeece « « a s ¢ ¢ a o s o & 3.1 31k 50,3 T.2 11,9 48.5 -1 314 -1 L3k -1 b5 -2 141
Malte o o o « oo o o s o o 154 48.9 u6.3 -2.5 11,5 37.1 -122 -112 -108 -1b2
Spain « % o s s s e 6 s e 0 251 29.1 43,0 4,8 36.3 ik -2 328 -2 002 <2 9 -k 139
TUPKEY o o o = o o ¢ ¢ o s o 149 30,3 Lo, b 23.5 33.1 3h,2 -359 -hol -676 -1
Yugoslavia o o o s o o s s « 8.0 23.3 27.5 13.2 0.6 39.5 -1 195 -1 436 996 -1 658
JBDBN . ¢ e ¢ s 0 6 0 s 0 0 o 2kl 19.1 28,6 4,5 19,5 62,5 435 4 301 5 126 -1 384
Southern hemisphere . . . , »  Ts5 24,3 W7 7.9 “3.4 bh.9
Australia o o o s s e e s e 9.3 2%.8 49,0 3.k -1.8 49,3 -285 12 1327 1 962
New Zealand . . s v w o » o 1lu3 31,7 13,9 8.3 b1 43,7 -22 13 269 390
South Africa + +« « v o o + » 1.2 20.8 3kso 13.7 -10.3 39.5 -1 657 -2 156 =1 2k7 -1 862

Source: Centre for Develcpment Planning, Projections and Policies of the United Nations Secretariat, based on International Monebary Fund,
International Financial Statistics (Washington, D,C. ).

a/ Preliminary.




Teble 1I-9. United States balance of payments, 1970-1973
(Millions of dollars)

Change from preceding year

Ttem é/
1970 1971 1972 1973 1971 1972 1975

A. Balance on merchandise tradeé/, . 2 176 -2 698 -6 912 688 -4 874 -4 21k T 600
B. Balance on SErvices . . . .« . .o . 1 Lsh 3 507 2 301 6 211 . 2 053 -1 206 3 910
C. - Balance on goods and services

(A+B) e c ¢ o o v o 0 0 o ¢ o 3 630 807 -4 610 6 900 -2 823 -5 417 11 510
D. Bals,né,e on_ transfers and

grants ¢/ ¢ 2 2 v o 0 a6 e 0. =321k -3 508 -3 Thl -3 860 =38 -146 -116
B. DBalance on current account

(C+D) e o o 660 ocooeoos 416 -2 790 -8 353 3 okl ~%.206 -5 563 11 394
¥, DBalance on direct investment

FIOWS ¢ o o s o ¢ o 6 a o o a o =3 370 -4 832 =3 24l -2 787 -1 L62 1 588 457
G. Balance on long~term capital ‘ .

TLOWS o o s o o o 0 8 & o o o o =3 U7 -5 760 -1 ho1 -1 827 -3. 313 5 269 -336
H. Basic balance (E+G) o ¢ o » o » =3 031 -9°550 -9 847 121k -6 519 ~293 11 057
I. Balance on short-term -

transactions < » o 2 s o 0 5 . -L82 -2 347 -1 637 -4 210 -1 865 710 -2 573
J. Brrors and omisgions .« . « . . . =1 205 =10 T8k -3 112 - 793 -9 579 7 672 -1 681
K. Balance on net ligquidity

(IT+JT+H) e o o v s o 6.0 =381 -2195 -13 882 -7 789 -18 114 8 083 6 093
L. Balance on liguid private ‘

copital fIoWS o o o ¢ o o » = « =5 988 -7 788 % 5ho 2 50% -1 800 11 330 -1 039
M. Over-all balance excluding .

SDR (K = L) « o o o o 2 6 o « » =10 706 =30 470 =11 050 -5 286 -19 76k 19 420 5 764
N. Allocation of 8DR o o o o o ¢ o 867 L7 710 cos -150 -7 vas
0. Lisbilities to foreign agencies . 7 362 27 koS 10 308 5 077 20 Ob3 =17 097 -5 231
P, Balance on United States

official reserve assels . » » . 2 477 2 348 32 209 =129 -2 316 177

Source: Centre for Development Planning, Projections and Policies of the United Nations Seeretariat,
based on gnrbed States of America, Department of Commerce, Survey of Current Business (Washington, D.C. ),
March 197

a/ Preliminary.
b/ Valued f.o.b.
¢/ Excluding military grants.
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Table II-10, Developed market economies: international reserves,g‘/ 1970-197h, first quarter

Reserves, end-of period

Change during quarters
(millions of dollars)

Reserves, end

Group ‘and country Millions of doliars Millions 1973 1074 of 1973 as
of SDR percentage of
1970 1971 1972 1973 1973 First Second  Third Fourth First imports, 1973
North America
Canada « o » ¢ ¢ o o & i 679 5 701 6 050 5 768 L 781 102 -106 -326 48 334 23
United States . « o « o 1 487 13 150 13 150 1L 371 11 918 1217 -19 15 15 210 20
Western Furcpe
BEC « v o o o o o o o« 34 10k bg o7l 56 170 68 591 56 856 12 669 1 148 2 079 -3 L7535 -1 621 32
Belgium o« « v v 0 b . 280 3479 3878 5109 b 23k 997 191 155 -112 321 25
DPermark o« « o o o o » L8y T22 855 1 324 1 097 220 90 ~227 386 -303 17
France « o « o o o o o o k 960 8 253 10 015 3 529 7 070 1167 4ii 370 -2 694 -403 23
Germany, Federal
Republic of . &« « o+ & 13 610 18 657 23 785 33 147 27 476 8 539 -71 2998 -2 104 -273 61
Treland o o o s s 0 s o 697 995 1 126 1025 850 -109 22 ko -56 22 37
TEBLY o o s o 0 0 o o s 5 %52 6 787 6 079 6 434 5 333 165 -261 525 -Th 233 25
Netherlands « » o o o « 3236 3 7% 4 785 6 547 5 Loy 1 301 -211- -3 1 085 -5kl 27
United Kingdom « » o o » 2 827 6 582 5 647 6 L6 5 368 389 977 ~631 ol -32 17
pther
Austria o e e s o e 1 751 2 343 2 719 2 873 2 381 220 167 173 -ko6 =113 Lo
Cyprus o« o « > o 0 o o s 209 285 320 307 a5k 28 -7 -2 ~32 ~2h 68
Finland « + o = o « o o k8o 715 758 6l 53k -9k -61 -12 T3 38 15
Greece o » » « o o 2 o a 310 525 1 032 1 obT 868 63 8 25 -81 -99 32
Teceland « o o ¢ o o o o 5l 70 8ly 100 83 -7 16 7 - -23 28
Malte "« o o o o o0 s e 158 198 275 325 269 20 23 =10 17 16 135
HOXWAY o « « o o o « o o 813 1 154 1325 1575 1 305 b 210 -1 -3 213 2k
Portugal « « « o » o o o 1 504 1 945 2 312 2 839 2 35% 303 19 133 72 -164 ol
Spain .« s s 6 6 . o 1817 3 26 5 014 6 772 5 613 325 432 864 137 -16h 71
Sweden = « s + s 5 s o o 761 1 1l 1575 2 528 2 695 540 264 -1k 163 ~241 2L
Switzerland « » o . o 51%2 6 96 7 488 8 078 6 696 388 346 -T1 -3 ~4g0 0
TUrKEY o » ¢ « « o » 5 o 431 761 1 ko1 2 120 1757 328 98 301 8 136 101
Yugoslavia « o o ¢« . & o 140 212 730 1 338 1 109 135 176 236 59 81 30
Southern hemisgphere
Australia . o s s 0 o o e 1 693 3 316 6 1 6 085 5 Ol =126 120 =50 - -258 79
New Zealand .« o o o » o o« 126 315 578 67 636 182 279 =24 -248 -7 35
South Africa « « o s o o o 1 012 711 1 290 1 234 1023 3h6 165 -164L -Lo3 180 23
JapBN v 4 e s e o e s e s s L 840 15 360 18 365 12 246 10 151 240 .2 926 -0k -2 sho 179 32
Total o o o o . T4 W1 107,816 125 777 139 615 115 78S 16 k43 335k 2 755 -6 694 -1 817 33

Source: Centre for Development Planning, Frojections and Policies of the United Nations Secretariat, based on International Monetary Fund,
International Financing Statisties (Washington, D.C. ).

a/ Including gold, positions in International Monetary Fund and foreign exchange.

b/ Ineluding Inxembourg holdings of SDR.



Table II-11.

Developed market economies:

reserves, by type, 1970-1972
(Billions of dollars) .

international

Change during quarters

Type of reserve Reserve, end of period 1973
1970 1971 1972 1973 First Second Third Fourth
Gold . . . . . . 33.9 35.6 35.3 39.3 4.0 - - -
SDR . 2.6 5.k 7.9 8.7 0.9 - - -
Reserve position
in IMF . . . . . 6.7 5.9 5.9 6.1 0.5 -0.1 - -0.2
Foreign exchange . 31.3 60.5 77.8 85.5 11.1 0.3 2.8 6.4
Total, above . . Th.5 107.h 126.,9 139.6 16.5 0.2 2.8 -6.6
Foreign exchange:
Australia . . . 1.1 2.7 5.4 5.3 =0.2 0.1 ~-0.1 -
Belgium . . . . 0.8 0.7 1.1 2.0 0.7 0.1 0.2 -0.1
Canada . . . . . 3.0 L1 4.4 3.9 -0.1 -0.1 -0.3 0.1
France . . . . 1.3 3.6 5.1 3.7 0.6 0.3 -0. 4 -1.9
Germany, Federal
Republic of 8.5 12.6 17.2 25.1 7.9 - 3.0 -3.0
Japan 3.2 13.8 16.5 10.2 -0.k -2.9 -0.b -2.5
Netherlands 0.8 0.k 1.h 3.3 0.9 -0.1 -0.k 1.k
Spain . . . . . 1.2 2.5 L. 2 5.9 0.2 0.4 0.9 0.1
Sweden . . . . 0.4 0.7 1.1 2.0 0.5 0.3 - 0.2
Switzerland . 2.4 3.8 4.3 4.6 - 0.3 -0.1 -0.1
Total, above . 22.6 Ly 8 60.7 66.0 10.2 -1.5 2.k -5.8
United Kingdom . 1.2 5.1 h.1 (4.7) 0.2 1.0 ~0.6 0.1
United States 0.6 0.3 0.2 - -0.2 - - -
Other developed
market
economies . 6.8 10.h 12.8 14.8 1.0 0.8 0.9 -0.7

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International

Financial Statistics (Washington D.C.), April 1973.
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Table II-12.

Developed market economies:
selected countries against the United States dollar

changes in exchange rates of

Changes in exchange rates

Exchange rates, end of period between
Country (US cents per currency unit) mid-1971 and end of quarter
1970 1971 1972 1973 1974 1973 1974

. March First Second Third Fourth First
Australia . . . 111.50 119.10 127.50 148.80 148.80 25.7 25.7 32.2 32.0 32.0
Belgium . . . . 2.01 2,23 2.27 2.2 2.57 24,2 35.0 34.8 20k 27.8
Canada . . . . 98.98 99,78 100.44 100.42 102.84 2.4 2.5 1.7 2.8 5.2
Denmark . . . . 13.35 14,16 1k.60 15.89 16.50 20.7 31.7 30.8 19.1 23.7
France . . . . 18.12 19.1% 19.51 =21.24 20.99 21.4 34.3 29.8 17.1 15.8
Germany, Federal '

Republic of . 27.41 30.60 31.23 37.00 39.64 23.2 hh,2 LLk.5 29.L 38.6
Ttaly . . . . . 0.16 0.17 0.17 0.16 0.16 7.0 6.8 10.5 2.6 0.2
Japan . . . . . 0.28 0.32  0.33 J 0.36  0.36 34,5 34.7 3k.5 27.6 29.5
Netherlands . . 27.80 30.73 31.00 35.41 37.24 21.1 36.1 L0.6 26.2 32.8
Norwey . . . . 14,01 14,90 15.04 17.k2 17.58% 203 31.0 28.3 23.9 oh.7%/
Sweden . . . . 19.34k 20.55 21.06 21.79 22.68 1L4L.8 26.0 22.5 12.5 1T7.1
Switzerland . . 23.17 25.54 26.50 30.83 33.33 26.6 38.4 35.6 26.3 36.6
United Kingdom 239.38 255.22 234,81 232.32 239.40 2.4 6.7 -0.3 -4.0 -1.1

Source:

Financial Statistics (Washington, D.C.), May 19Th.

a/ February.
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Table II-13.

Selected developed market economies:
in trade-weighted exchange rates of national
currencies, 1973-197h

a/

Country

Percentage change between

February and
December 1973

December 1973
and April 197k

December 1971
and April 1974

Germany, Federal
Netherlands . .
United States .
Switzerland . .
France . « o .
Belgiwm . o o «
United Kingdom .
Japan . . o o e

Ttaly o o o o &

Republic of

8.7

1.1

~1l.1
-1,2
~3.3
-6.5
~-6.8
~7.8

5.7

19.9

8.3

-16.9
6.5

=20,2

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on effective exchange rates of individual

currencies against a basket of 20 currencies weighted by their importance in the

rade of the country concerned, computed by the National-Westminster Bank and

reported in The Economist (London).

a/ Listed in descending order of increase of effective rate between February
and December 1973.
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Table II-1k4.

Selected developed market economies:

indicators of external balance, 1973

Balance of irade
(exports f.o0.b. - imports c.i.f.)

Change from corresponding portion of 1972 in

‘ - Average 1973 .
a/ } Change in exchange ' End of 1973
Cou.ntryJ Change from 1972 rate against dollar Unit value 19735 fourth international
‘ from mid-1971 to of Terms quarter reserves
1973 Percent- - of consumer
(millions Millions age of End-1972 End-1973  Exports Imports trade price index Millions Per-
of dollars) of dollars trade b/ (percentage) (percentage)  (percentage) of dollars centage

Germany, Federal
Republic of . . 12 980. 6 hég 15 9.2 29. 4 o2 26 -3 7 9 362 Lo
United States . . -1 885 7 189 13 - = 15 19 =3 8 1 228 9
Australia o . . . 1 962 635 11 13.1 32,0 57 13 39 13 «56 =1
Sweden « . o . . 1 559 900 1 8.8 12.5 25 27 -2 8 953 60
Switzerland . . . 2.137 - 489 6 8.6 26.3 28 34 -5 11 590 8
France o o s o « -1 258 =707 =3 7.6 17.1 23 20 '2 8 -1 486 ~15
Austria o & o o e ~1 832 =499 =11 7.0 12.5 22 22 - 8 15k 6
Dermark « o « o o -1 b3k -781 -16 9.5 19.1 30 28 1 11 u69 55
United Kingdom . -8 312 -4 798 -18 =3,0 -1, 0 10 27 =13 10 829 15
Spain « . o o o . -L 139 -1 198 -23 8.7 12.3 229-/ 114,9/ 79/ ik 1 758 35
JapaA = & ¢ o & » -1 384 -6 510 -25 18.3 27.6 23 36 -10 16 -6 119 -23
THalY o o o « o @ -5 586 -4 85% -26 7.0 2.6 11 21 -8 i2 355 6
Greece o » « « o -2 143 -666 -l2 - 1i.1 26§/ 219/ tp‘-i-‘/ 28 15 2

Source:

g./ Selected on the basis of the size or persisténce of the change in trade balance, 1970-1973. ~Countries are listed in descending order of

Centre for Development Planning, Projections and Policies of the United Nabions Secretariab, based on United Nations, Monthly Bulletin
of Statistics, and International Monetary Fund, International Financial Statisties (Washington, D.C. ).

relative improvemernt in the balance of trade between 1972 and 1975.

p/ Change in trade between 1972 and 1975 expressed as a percentage of the average of 1972 exports and imports.

9/ January-June average.
&/ Jamary-November average.




Chepter TIT
RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES

Fastern Europe and the Soviet Union

The Unicn of Soviet Socialist Republics and the centrally planned economies of
Bastern Europe 1/ experienced a year of accelerated growth in 1973, the third year
of the present five-~year plan period, as the continued strong expansion in the
Eastern Furopean countries was reinforced by the recovery of the Soviet Union from
the preceding year's agricultural setback.

This growth was led by the industrial sector in which output generally
increased more rapidly than in 1971 and 1972 and which in all countries appears to
have exceeded the plan targets set for 1973. In agriculture, the incidence of
unfavourable climatic conditions resulted in a more varied picture. There was
a record harvest in the Soviet Union, but in spite of peak or near-peask grain
harvests in several countries, over-all agricultural growth rates were lower than in
the preceding year in most of the Eastern FEuropean countries.

Changes in the final use of output and the distribution of national income
are still rather hard to determine: +they seem to have differed from country to
country rather more than did production tremnds. The rate of expansion in gross
fixed capital formation appears to have slowed down somewhat for the group as a
whole in 1973 as the Soviet Union and several of the Eastern Buropesn countries
restrained the growth of expenditure in order to concentrate on redressing existing
imbalances and the completion of past investment starts. Nevertheless, except in
Hungary and the USSR, the rate of investment growth was high, and in a number of
cases it exceeded the planned levels by large amounts, particularly in Poland where
the actual increase was 23 per cent as against a planned rate of 10 per cent. At
rates of increase ranging from 5 to 10 per cent, aggregate consumption appears to
have grown roughly in step with net material product or only marginally less in all
countries other than Hungary and perhaps Romania.

The foreign trade of the region shared in the very high expansion rates
observed in world trade im 1973. While the accelerated growth reflects the
influence of world market price inflation on trade values, it appears that for the
group as a whole both imports snd exports grew faster than in +the preceding year in
real terms also. Imports expanded appreciably faster than exports in the Eastern
Furopean countries, whereas the opposite relationship prevailed in the Soviet Union
whose exports rebounded from the 1972 satback. In several Eastern Eurcopean countries
(and for the region as s whole) the accelerated import growth threw the trade
balance into deficit. This was concentrated in the East-West portion of trade and
was Tinanced to a large degree by means of foreign credits, which increased sharply
in 1973. The use of foreign rescurces to sustsin high expansion rates of

1/ Albania, Bulgaria, Czechoslovakia, German Democratic Republic, Hungary,
Poland, Romania. For lack of data, aggregates for the Pastern Furopean group
mentioned in this chapter do not include Albania.
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consumption and capital formation was especially marked in Poland where imports
exceeded exports by 22 per cent.

The price increases, exchange rate fluctuvations and commodity scarcities that
characterized the world economy in 1973, though they obviously caused some
dislocation, do unot appear to have materially affected the internal economies of
the socialist countries during the year. However, the continued insulation of the
domestic markets from outsids events seems likely to become increasingly difficult
to maintain, in view of the expansion of trade and the deepening economic linkages
with the non-socialist world through intensified industrial and technical
co-operation and long-term credit financing.

In 1973, trade with the rest of the world again increased faster, in value
terms and probably also in real terms, than the intra-trade of the socialist group.
Inflationary pressures emanagting from world market developments were contained at
the frontiers through exchange rate adjustments, export price levies and import
price subsidies. Since export prices appeayr generally to have risen less than
import prices, the process must have involved significant net transfers from the
budget, with the attendant danger of financial imbalance in the economy. Retail
prices remained stable or - as in Hungary and Romania - rose only within the limits
of a planned readjustment. While domestic price levels were thus successfully
protected, the resulting insulation of the internal price structure from world
market changes in relative prices and the changed relative costs of imported
components and raw materials conflict with the desire, especially in the more
trade-dependent countries of Eastern Europe, to obtain more reliable efficiency
criteria for investment, production and trade decisions from the domestic price
system.

The world fuel crisis late in the year called forth conservation measures of
various degrees of stringency in several of the centrally planned economies. While
the group is still a net exporter of fuels, and outside of the Soviet Union
petroleum products provide a much smaller share of the energy requirements than in
the Western Buropean countries, it has in recent years begun to rely on outside
markets to meet peak demand and specialized needs. The precise impact of world
supply reductions on fuel imports and trade values of the socialist countries
cannot yet be gauged. Since for the Eastern European fuel importers the bulk of
supplies of coal and oil comes from the Soviet Union and Poland at prices held
constant for the duration of the preseut five-year plan, balance of payments
implications are not likely to be very significant in the short run for most
countries. Nevertheless, in several countries the prices of petroleum products
were raised early in 197L4, and under the prevailing pricing practices of the
intra-group market, an adjustment of fuel prices towards world market levels is to
be expected for the next five-year plan period (1976-1980). This could seriously
affect the trade balance of the importing countries.

Production and use of resources

In 1973, the centrally planned economies of Eastern Europe and the Soviet Union
registered a much better economic performance than in the preceding year. The
combined net material product of the seven countries of the area rose by over
7 per cent, against a 5 per cent increase for 1972 (see table III-1). All countries
of the area except the German Democratic Republic and Romania overfulfilled their
plan targets for the growth of national income.
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The marked acceleration of net material product growth for the group as a
whole is chiefly a reflection of the recovery in the USSR, though expansion was
alsc accelerated in Bulgaria and Hungary. Poland had another productive year with
national income expanding by approximately 10 per cent, thus ranking the country,
gloang with Romania, as the fastest-growing of the European socialist group over the
past three years. In Czechoslovakia, though the growth rate of national income
between 1972 and 1973 was the lowest in the group (5.2 per cent) and lower than in
1972, plan targets were exceeded in most measures of output. In the German
Democratic Republic, national income growth of 5.5 per cent lagged behind the -
performance of the previous year and was also somewhat lower than that envisaged in
the annual plan, though significantly above the five-year plan rate.

Industrial oroduction

In most of the countries of the area, gross output of the major sectors of
material production - industry and agriculture - grew faster than planned. Gross
industrial output of the group increased by 8 per cent in 1973, substantially faster
than during the first two years of the present five-year plan period (see
table IIT-2).

In the Easteyn European countries, industrial expansion accelerated to almost
10 per cent: all countries except Czechoslovakia exceeded the growth performance
of the past two years, while Bulgaria, Poland and Romania achieved output growth
rates well over 10 per cent. The increase in industrial output during the first
three years of the 19T71-1975 plan ran well ahead of the target growth rates in all
of the FRastern European countries except Bulgaria (where it was within the target
range), and annual plans for 1974 indicate that most countries intend to maintain
expansion at the higher pace.

In the Soviet Union, the growth of industrial output regained momentum after
the difficulties of the preceding year and ocutput exceeded the annual plan target
for both producer goods and consumer goods. The acceleration was concentrated in
the producer goods sector where the growth rate increased from 6.8 per cent in
1972 4o 8.2 per cent in 1973 (compared with a plan target of 6.3 per cent). The
production of consumer goods was probably still affected by the results of the
poor 1972 harvest and grew only marginally faster than in the preceding year
(5.9 per cent in 1973, as against 5.7 per cent in 1972), though well above the
planned rate (4.5 per cent). Despite the recovery in 1973, the average rate of
growth in 1971-1973 lags behind the goals of the five-year plan, which had envisaged
an average annual growth rate of 7.6 per cent for the first three years and
accelerated growth at close to 9 per cent during the final years. The plan also
postulated higher growth rates for the output of consumer goods (annual average
for 1971-1973 of 7.7 per cent, as against 6.4 per cent actually attained) than for
producer goods (7.4t per cent planned, 7.6 per cent actual). The 1974 annual plan
is directed towards a return to the growth proportions originally intended
(7.5 per cent for consumer goods, 6.6 per cent for producer goods), but as the
over-all growth target is rather cautious (below 7 per cent), the original goal for
1975 may already have been scaled down.

As in recent year, the highest growth rates in the region in 1973 were
generally realized in industries which are the principal carriers of technological
progress, especially the electric power, engineering and petrochemical and other
chemical branches. Above average or relatively high rates of increase were also
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reported for light industry in Bulgaris, Hungsry, Poland and Romania, for the
wood-working, Turniture and paper industry in Hungary and Poland, and for
construction materials - often a bottle-neck - in Poland, while the food-processing
industry grew at rates below the industrial average in most of the Eastern European
countries and the USSR.

The: production of consumer goods increased less than that of producer goods in
_ |Bulgaria, Romania, the USSR and, less certainly, in the German Democratic Republic,
‘whereas in Czechoslovakia - for thz first time in recent years - Hungary and Poland,
the opposite relationship prevailed.

Tu the group as a whole, industrial employment increased at approximately
the same rate as during the past two -years, namely, sboub 1.6 per cent. The range,
reflecting mainly demographic differences, was from less than 1 per cent in
labour-short Czechoslovakia and the German Democratic Republic to 3.2 per cent in
Poland. In Hungary, where the labour market is also tight and industrial employment
had declinedbduring the previous two yesrs, an above~plan increase of 1.3 per cent
was registered in 1973, perhaps in consequence of incentives introduced in 1972 to
encourage the postponement of retiremen®t. On the other hand, in Poland, where the
actual growth in employment has in the past tended to outrun the planned increment,
the above-plan increase in outpub was obtained with a below-plan increase in labour.

In 211 countries of the area other than Czechoslovakia and Hungary the
upswing of industrial cutput was reflected in higher growth rates of output per
worker than had been registered in the preceding two years, with the largest gains
being registered in Bulgaria, Poland and Romania (see table ITII-3). Industrial
labour productivity increased by an estimated 7.1 per cent in the Eastern Buropean
countries as a group and by 6 per cent in the Soviet Union, and in the aggregate
accounted for over two thirds of the increase in industrial output in 1973.

Agricultural production

Gross agricultural ouvtput of the region expanded by almost 11 per cent in
1973: there was a strong recovery in the Soviet Union, and in most of the Fastern
BEuropean countries, the increase, though generally below that of 1972, was above
the longer-run average. All countries except Bulgaria and Romania fulfilled their
planned output targets (see table ITI-L).

In the Soviet Union, special efforts to orgenize the grain gathering and to
overcome unfavourable weather conditions in several parts of the country during the
1973 harvesting season resulted in a record grain harvest of 222 million tons,
nearly one third above the 1972 level. This brought the average output for the
first three years of the present planning period (191 million tons) almost up to the
annual average (195 million tons) envisaged for 1971-1975. Record harvests were
registered also in the case of tea, sunflover seeds, potatoes, vegetables and
cotton. Data for the total output of the livestock sector are not yet available,
but in the light of a reported 1 per cent decline in meat production and a 5 per cent
increase in egg and milk oubtput, it would appear that the over-all change was
probably very small. In spite of the tight fodder situation inherited from 1972,
animal herds were not permitted to decline in 1973, and increases are planned for
197k in a1l major livestock products.
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In Czechoslovakia, Hungary and Poland, good grain harvests were reaped for
the third year in a row, but dry weather conditions late in the crop year appear
to have hurt the yields of fodder and root crops {especially potatoes and
sugar-beets). Drought also affected root crops in Bulgaria, the German Democratic
Republic and Romania, where the grain crops also suffered. The combined grain
output of the Eastern Europesn group was therefore slightly below the peak level
of the preceding year.

In the German Democratic \Repu.blie9 though drought reduced crop yields below
the record levels of 1972, the output of livestock products grew at an above-plan
rate. Elsewhere the results achieved by the aniwmal husbandry sector were generally
somewhat below those of crop production, with the notable exception of Poland
where price incentives and feedstuff ilmports stimulated the oubtput of livestock
products which increased faster than agricultural output as a whole for the third
year in a row, rising by 9.3 per cent in 1973 for an average growth rate of more
than 8 per cent over the 1971-1973 period.

Planned production for 197h

The annual production plan of the centrally planned economies of Fastern
Europe and the USSR for 19T7L generally take account of the need to improve internal
balance and appear to stress consolidation and structural harmonization rather than
acceleration of growth. With the exception of Bulgarie and Romania, the Eastern
Buropean countries plan to expand net material product at lower rates than those
attained in 1973, or, in the case of Czechoslovakia and Hungary., at rates below
the average attained during the past three years. Accelerated growth in Bulgaria
is based on the expected continuation of the 11 per cent industrial growth rate of
1973 and a substantial increase in the growth of agricultural production. In
Romania, the annual plan postulates a Turther upswing of the very high industrial
expansion rate of the past few years (from 15 per cent in 1973 to 17 per cent in
1974) and an increase of as wuch as 22 per cent in agricultural production. Taking
into account the plan targets of these two countries, the growth goal for the
combined national income of the Bastern European group shows a slight acceleration,
from 7.9 per cent in 1973 to 8.4 per cent in 197h.

In the USSR, where a repetition of the large recovery gain in agricultural
production cannot be expected, over-all expansion is planned at a slightly lower
rate than was attained in 1973, though above the planned rate for that year.
Industrial output is also expected to grow somewhat more slowly, not only in
comparison with 1973 but also relatively to the average for the past three years,
even though the expansion rate for that period was below the five-year plan target.
This moderate growth goal may well be connected with the shifting of priorities
back towards the consumer goods sector, in accordance with the original plan, as
mentioned earlier, and with increased stress on quality aspects of output growth.
The Soviet plan devotes a special attention to technological progress as a source
of increased productivity and, for the first time, includes targets for the share
of premium-quality products in the total output of leading branches.

Balance of resources

One of the salient features of the current five-year plans of the centrally
planned econowmieg of Europe is the attempt to attain or to consolidate the
equilibrium between domestic production and the final use of resources. In this
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regard, efforts seem to have been rewarded to a larger extent in 1973 than during
the preceding year. Poland, whose high expansion rates of both accumulation and
consumption were financed by an above-plan deficit in foreign trade, was the main
exception, though divergence between domestic production and final resource use
was also observed in Czechoslovakia where the deficit was apparently financed by
means of assets accumulated from the export surpluses of preceding years. In all
other countries income expanded faster than expenditure in 1973 (see table ITI-5).
In Romania, although the net export proceeds of 1973 contributed to the reduction
of the deficit cumulated during the early years of the current five-year plan,
future plans for acquiring technology from ebroad may run up against foreign
exchange bottle-necks. In the USSR, the exceptionally large harvest of 1975 not
only provided resources for further domestic expansion but also made possible an
export surplus. However, as the net foreign exchange proceeds obtained in 1973 were
lower tﬁan the outlays wade in 1972, a restrained investment policy was adopted
for 1974,

Cross-country comparisons of the behaviour of the main components of final
demand are barred because of differences in the domestic price structures. More
fruitful is a survey of the trend over time of these components; this yields a
picture diversified in the short run, but fairly homogeneous when a longer period is
considered. While in Hungary, Czechoslovakia and the Soviet Union a slight
contraction of the share of accumulation in net material product appears to be one
of the basic features of economic development in 1973, it was the share of
consumption that was reduced in the remaining countries of the area. This
expenditure pattern was determined chiefly by the decisions made in vespect of
capital formation. While the rate of expansion in capital formation was
exceptionally high in Albania, Bulgaria, Czechoslovakia and Poland in 1973, higher
rates of investment are planned in Czechoslovakia, Hungary, Romania and the USSR
for 19T4. Thus, over the two years, the rather homogeneous growth strategy which
characterized the whole area in the past seems to persist. This pattern may well
have been moulded by an end-of-plan investment drive, aimed, inter alia, at
expanding production capacities to the levels needed for a timely fulifilment of
the output targets planned for the mid-1970s.

Structure of investments

The decade-long drive by the centrally planned economies to improve
productivity has relied to a very large extent on an acceleration in the rate of
introduction of advanced technology. The latter, provided for in the last
two-year plans, has become a pivotal element in the implementaion of annual plans.
The year 1973 was no exception: high priority was assigned to industries producing
new equipment and sophisticated instruments needed for technological reconstruction,
and to the importation of commodities with a high technology content. Against the
usual background of investment policies aimed at reducing waste and increasing
efficiency, the flow of capital formation was directed towards narrowly selected
targets.

While the direction of this flow was quite uniform over the area, its
year-to-year rate of increase differed substantially from country to country
(see table ITI-6). In 1573 it ranged from zero in Hungary to 19 per cent in
Albania and 23 per cent in Poland, where the high (and above-plan) growth of
investment expenditure in 1972 was not slowed down in 1973 and the year's planned
growth target was exceeded by almost 100 per cent. Also above the planned level
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were the investment outlays of the USSR and, even more, Bulgaris, where a planned

net decrease in gross fixed capital formation did not materialize. In Hungary, the
investment boom of the early 1970s came to a halt in 1972, and did not resume in

1973 when the rate of credit utilization by domestic enterprises was substantially
below the approval level. Though from the point of view of the domestic and foreign
balance this was a favourable development, from the point of view of forward planning
it may prove to be costly if the expansion of capital goods purchases from abroad

to make up for the postponed 1973 investment outlays has to be effected at much
higher prices.

A corollary to the concentration of investment on selected targets has been
the improvement in investment completions: a basic requirement faced by all
centrally planned economies for the containment of capital/output ratios. In this
respect, 1973 developments were favourable in at least three countries of the area -
Czechoslovakia, Hungary and the USSR - chough, despite pressure from the planning
authorities, the share of completed projects in gross fixed capital formation
seems to have been below 1972 levels in Poland and Romania.

A pattern common to many countries of the area seems to emerge when the
sectoral distribution of investments is considered. With the possible exception
of the German Democcratic Republic, more weight was assigned in 1973 to the
agricultural sector where investment expanded at higher rates than before. In
addition, various financial incentives to farmers were introduced to make capital
more productive. Czechoslovakia and Hungary seem to have implemented this policy
chiefly in order %o reach or mainteain self-gufficiency in food production. Poland
and the USSR apparently aimed not only at the satisfaction of constantly rising
domestic demand but also at potential foreign markets. -Given the rapid rise in
world prices in 1973, one common underlying motive for such agricultural
investment was to holdg down oublays on imported food-stuffs or provide food
exports for financing higher-priced imports of fuels and high-technology
. manufactures. )

The increase in agricultural investment, together with improved weather
conditions, lie behind the fact that, except in Romania, agricultural output
expanded substantially in all countries even though the labour force employed in
the sector continued to decrease. This growth of labour productivity was
accompanied by, and to some extent also derived from, an improvement in the income
position of agricultural workers relative to those in other sectors.

The distribution of industrial investment differed to some extent between
countries, but relatively little cover time. The inertia in the investment pattern
reflects the persistence of some conflicts in priorities that have troubled the
centrally planned economies for many years: the pressure to improve the efficiency
of production, the need to expand both the quality and the quantity of services
supplied to the population, and the need to prevent the process of economic
integration, on which the raising of income levels depends, from giving rise to
interindustry and intersectoral bottle-necks. Although technological improvement
remains a primary objective and capital formation in the material sphere continues
to expand, there were marked intercountry differences in the sectoral distribution
of investment in 1973. Slow growth in population and a relatively poor fuel and
raw material endowment have magnified the importance of raising productivity in
such highly industrialized countries as Czechoslovakia and the German Democratic
Republic and also in Hungary, causing them to expand the share of labour-saving
projects in total fixed capital formation. In addition, 1973 saw new steps being
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taken towards the modernization of the transport and communications networks,

and other services. In the USSR, the introduction of technologically advanced
assembly lines continued to receive high priority while new efforts were made to
achieve a more effective utilization of existing eunergy capacities. In Bulgaria,
Poland and Romania, the shift in new investment towards the engineering and building
materials industries, light industry, and the food industyry comtinued.

Two more investment features were common to all countries in 1973. First, the
share of new construction and installation work in total construction output tended
to decrease. The corresponding expansion of the share of repair and maintenance
work is a natural development in the light of the earlier low rates of
amortization and the resulting relatively high average age of capital equipment.
Secondly, the volume and quality of the domestic supply of advanced machinery and
equipment seem to have remained below the level and standards desired by investors
in enterprises under pressure from higher planning organs to achieve higher
efficiency. This tended to increase the importance of the infusion of new
technology through imports as a supplement if not an alterngtive to domestic
supplies, even though this was costly in teyms of foreign exchange.

Although throughout the area, investment financing in 1973 dependéd heavily,
as before, on budgetary allocations, self-financing from enterprise profits,
amortization allowances and credits played an increasing role in Hungary,
Czechoslovakia and, to a less extent, the USSR. Poland, on the other hand, relied
more than usual on foreign credits. In the German Democratic Republic and Poland
and also in the USSR certain investments in the consumer sphere, above all
residential construction, were to an increasing extent financed out of household
savings and bank credits to the household sector.

Developments in consumer markets

Some difficulties were reported in the consumption sphere, where the
relationship between demand, price and supply suffered from imbalances. In
Bulgaria and Poland real personal income, and real wage income in Poland, grew
faster than planned, although they remained more or less in line with the
expansion of retall trade and national income. In the Soviet Union, the expansion
in real personal income was almost 6 per cent between 1972 and 1973, and thus
lower than the rate of growth of net material product. In Czechoslovakia and
Hungary, retail trade turnover, though moving at a rate below that of the net
material product, expanded faster than the earnings of the population, the
difference probably being accounted for by increases in transfer payments.

The expansion of personal income throughout the area in 1973 reflected the
desire of Governments to improve standards of living. Wherever this expansion
was linked to efficiency improvements, through Tar-veaching incentive schemes,
the income policy supported the productivity policy. As indicated azbove, in all
the Eurcopean centrally planned economies with the possible exception of the German
Democratic Republic, this linkage appears to have prevailed in the agricultural
sector, where the expanded output seems to have been achieved not only by pumping
increasing amounts of capital into the sector but also by raising labour
productivity through financial and non=financial incentives to farm workers.
However, this policy does not seem to have been extensively applied to other
productive activities. Romania, indeed, attempted to narrow income differentials
for comparable activities in different sectors, in line with income guidelines
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set by its five=year plan, eroding thereby some of the incentives traditionally
granted to workers of the faster-moving branches of the economy, to the benefit of
the rest of the labour force,

While the impact of such financial incentives on the future productivity of the
area 1s likely to be far-reaching, the immediate result seems to have been the
expansion of personal money income. Thisg trend towards consumers was reinforced by
favourable developments on the commodity side, since in the centrally planned
economies of Europe during 1973 retail prices of consumer goods remained
substantially stable or increased only slightly. In Czecheslovakia, prices are
reported to have fallen slightly; in Hungary, Poland and Romania, average retail
price increases ranged from 1.0 to 3.5 per cent, although there were some additional
price increases disguised to some extent by new forms of packaging and new schemes
of customer service, Cerbtain strains were none the less felt on the market for
various consumer goods, and to the extent that changes on the supply side were not
transmitted, via prices, to demand, production and gquality patberns were distorted
and the structure of resource allocation failed to reflect exchange values. Besides
being expensive in terms of budget subsidies and other allocative procedures, this
policy tended to frustrate the recent attempt of some Goverunments of the area to rely
less heavily on centralized planning and to narrow the gap between prices and real
production outlays,

Under conditions of retail price stability, the expansion of personal incomes
was associated in most of the Furopean centrally planned economies during 1973 with
high rates of saving, Motivated by the desire to accumulate funds for the purchase
of durable goods, since the quality of the latber hasg been steadily improving in
recent years, consumers seem to have responded favourably to the anti-inflationary
measures taken by the authorities, Another sector which contributed to the mopping
up of idle cash was housing construction, where the share of consumer~financed
projects in 1973 maintained the same high expansion rate recorded in previous years,

Developments in the market for investment goods also reguired more intensive
monitoring in 1973. While successful in circumscribing the destabilizing effect of
currency realignment and world inflation, the system of subsidies and levies
implemented by socialist countries to protect domestic markets from external
pressures could do little to prevent deterioration in the terms of trade,
Furthermore, the trade-off between insulation from the external economic environment
and integration with world technological developments, posed at a time when East=West
trade was expanding at unusvally high rates, became a critical policy choice. The
urgency of the problem was apparent in several countries - including Hungary, Poland
and Romania, and to some extent the USSR - which relied in 1973, or are planning to
rely in the future, on foreign finsncing of investment and rapid introduction of
foreign technology.

The market in socialist countries which seems to have been most affected by
world developments in 1973 was that for energy products, both for intermediate and
final use, Following the events of the auvtumn of 1973, strict regulations were
issued throughout the area concerning the consumption of oil and other fuels, In
Czechoslovakia, Poland and Romania, for example, the price of petrol was doubled
early in 19Thk. Speed limits were instituted in Bulgaria, Czechoslovakia and Poland.
In Bulgaria, Czechoslovakis and Hungary, various economies in the field of energy
consumption by industry were sought through the introduction of new technologies,
while limitations on the use of passenger cars were introduced. In Romania even
tighter regulations were promulgated: they included restrictions on the heating and
lighting of production areas, as well as social and cultural establishments and
private dwellings, together with rationing of petrol for passenger vehicles, and are
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expected to hold total 1974 fuel consumption about 10 per cent below the level
implicit in 1973 coefficients of use. 2/

No doubt, most of these measures will achieve their purpose for, given the
planned nature of their economies, socialist countries are better placed than the
market economies to restrict non-essential energy uses and to protect their
productive systems from shortages and bottle-necks, Moreover, as the Eastern
European press has often recognized, there seems to be considerable scope for energy-
saving measures in centrally planned economies as the efficiency of resource
utilization is improved. In the meantime, the energy balance of the area may
continue to be rather precarious in 197h: the countries with energy deficits will
attempt to save foreign exchange, while those with an energy surplus, Poland and the
USSR, will expect to improve their export earnings.

Foreign trade

The foreign trade of the centrally planned economies of Eagtern Europe and the
USSR again increased at an exceptionally rapid pace in 1973 (see table III-T).
Measured in internal foreign trade accounting units, the value of trade rose by
18 per cent. Measured in current United States dollars, the group's combined value
of trade increased from approximately $L40 billion each for exports and imports in
1972 to $53 billion for exports and $5h pillion for imports, in 1973, an increase of
roughly 33 per cent, The following table shows the growth of foreign trade, actual
and planned, for the period 1966-1975.

Eastern BEurope and USSR: growth of foreign trade value, 1966-1975

Percentage change from preceding year

Value (current
QUMY OF o 1966- 1971- 1971 e dollars)
Yy g D _-‘_9709 1975, ]_973.9 1971, 1972, 19739 197)4, 1972g 19739

actual planned actual actual actual actual planned actual actual

Average annual rates

Eastern Europe

Exports o« o« o 9.0 ) 9.0 ( 13.3 10,0 13,5 1hk,2 ) 15.6 ( 23.3 28,3

Tmports o o o 9.7 ) 7 ( 13.h 9.6 10,4 19.7 ) (. 19.9 34,k
USSR

EXPOI’tS e o o 9.’4 )5 9 6 o ( llel 709 2@5 214'01 ) lO ( 1193 39nh

Imports . « « T.8 )7°7 °° ( 13,6 6.4 18.Lh 16,5 ) ( 28,6 .30.9
Fastern Europe

and USSR

Exports « o« o 9a1 ) 8.9 ( 12,6 9.1 9,0 18,0 ) 13k ( 18.4 32,5

Tmports « o « 9.0 ) *7 13,k 8.3 13.5 18,4 ) 7 ( 23.2 33,0

Source: Data in table III~T7,

Note: The 1972 and 1973 growth rates are shown both in terms of IMF special
drawing rights (SDR), which corresponds to an aggregation in terms of "old" dollars
or roubles, and ~ for the sake of comparability with other United Nations foreign
trade series = in terms of current dollars at averaged official exchange rates
1972 and 1973. The latter measure thus reflects the dollar devaluation since 1971.

2/ In 1974, Romanian national income is planned to increase by 1L4.6 per cent
and industrial production by 16.7 per cent, whereas electric power consumption
should go up by only 9.3 per cent, and the use of primary energy by 7.0 per cent,
(See Munca (Bucharest), 30 November 1973.)
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While this is slightly below the expansion rate reported for trade in the rest
of the world (36 per cent), the growth in volume was probably near the 12 per cent
rate estimated for world trade: since about two thirds of the socialist countries’
trade is transacted on the intra-CMEA market at prices contractually stablilized
for the period of the current five-year plan, the rate of price inflation for the
total trade of these countries is likely to have remained substantially below
the 21 per cent registered in world markets. 3/

The acceleration was especially marked in the exports of the group, the growth
rate of which doubled (in terms of SDR values) in the wake of the recovery of
Soviet export growth from the conseguences of the poor 1972 harvest. Exports of
the USSR reached a value of $21.L billion, and imports, which expanded somewhat less
than last year, rose to $21.0 billion. In the smaller Eastern European countries,
the accelerating element was the growth of imports, whose over-all value rose to
$32.6 billion, exceeding that of exports ($31.5 billion).

Information on the geographical direction of trade is still incomplete, but
partial data indicate that trade value in exchanges with partners outside the
socialist group increased significantly faster than the value of intra-trade. Very
large increases were registered in exchanges with both developed and developing
market economies. The Soviet Union reported an increase in trade turnover (exports
plus imports) with developed market economies of 39.1 per cent and with developing
countries of 39.3 per cent, while the value of the tranmsactions with other
socialist countries grew by T.t per cent. The four Eastern European countries for
which complete data are available also show much above-average increases in exports
to and impcrts from industrial market economies and in imports from developing
countries, whereas the value of exports to developing countries lags far behind the
growth of total exports (and may have declined in real terms). 4/

3/ Except in this paragraph, all trade growth rates in this chapter and in
table III-T7 are derived from trade values at current prices measured in terms of
IMF special drawing rights or transferable roubles, the foreign trade accounting
unit of CMEA. In contrast to the trade data used elsewhere in this Survey, these
current rates thus reflect changes in transaction prices in addition to quantum
changes, but not the value changes associated solely with the devaluation of the
United States dollar. The expression of growth rates in terms of an unchanging
numdraire, which is also the reporting practice of the socialist countries, was
considered preferable in view of the large share of intra-CMEA trade which is carried
out at unchanged exchange rates. '

g/ Selected Bastern European centrally planned economies: growth of
foreign trade value, by country group, 1973

(Percentage)
Exports Imports
Total o ¢ o o o o o o o o o & o = 12.4 20.4
Centrally planned economies . . 9.0 11.9
Developed market economies . . 23.7 37.2
Developing economies . . . o - 2.k 21.9
Source: Country data for Czechoslovakia, German Democratic Republic, Hungary

and Poland in table III-7. Growth rates in terms of SDR values.
Developed market economies include Yugoslavia; developing economies
include Cuba.
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The 1973 upsurge in unit values of the non-socialist portion of the socialist
countries’ foreign trade was in the neighbourhood of 12 to 18 per cent in SIR
terms. 5/ If the effect of the dollar devaluation is superimposed on these figures,
the estimated range of price changes would extend from 26 to 32 per cent,
substantially above the rates of increase registered for the market economies as
a group, though not outside the experience of various regional subgroups (see
table I-T). TFor total trade, including the intra-~trade of the socialist countries,
the rate of price increase is significantly lower - probably near the 5 to 6 per cent
in SDR terms (18 to 19 per cent in terms of current dollars) registered by Hungary.

An estimate of quantum growth in the trade of the four northern tier Eastern
European centrally planned economies with the aid of the Hungarian price deflators
indicates that the volume of exports to socialist and non-socialist countries
increased at approximately the same rate (T per cent) whereas the volume of imports
from non-socialist countries grew significantly faster than that from socialist
trade partners (17 as against 10 per cent). 6/ Extension of this approach to the
remaining countries of the group - Bulgaria, Romania and the USSR -~ is rather risky
because of the divergent commodity structure of their trade, but yields estimates -
which probably represent lower limits of the true values - of 12 to 13 per cent in
quantum growth for the total experts of the group (9 per cent for Eastern Europe,
18 per cent for the Soviet Union) and 11 to 12 per cent for imports (over 12 per cent
for Eastern Europe, 9 to 10 per cent for the USSR).

In Hungary, import prices rose faster than export prices, both in trade with
non-socialist countries and in total trade. A worsening of the terms of trade has
also been reported (though without precise data) for Czechoslovakia and Poland, a
country which over the past four years had benefited from rising world market prices
for its primary goods exports. 7/

5/ Soviet trade turnover is reported to have grown by 20.3 per cent in (SDR)
value terms and by 16 per cent in quantum terms (Ekonomicheskaia gazeta (Moscow),
b April 19T4). If the entire impact of price changes is assumed to have fallen on
the non-socialist portion of Soviet trade, the quantum growth rate and the rate of
price increase in terms of SDR for this part of Soviet trade can be computed at
26 and 12 per cent, respectively. The Hungarian Statistical Office reports foreign
trade price changes by direction and commodity groups, with the following aggregate
changes (presumably in SDR terms): total trade, exports 5.0 per cent, imports
6.3 per cent; trade with socialist countries, exports 1.7 per cent, imports
1.0 per cent; trade with non-socialist countries, exports 13.1 per cent, imports
17.5 per cent (Statisztikai havi kdzlemenyek (Budapest), No. 2-3, 197k4).

6/ Application of the Hungarian price indices to the trade values of
Czechoslovakia, German Democratic Republic, Hungary and Poland, for which the
analysis of trade by direction is possible, yields the following quantum growth
rates: :

Exports Imports

Total . ¢« o o o o 2 o o o s s o s o a & T.0 12.7
Socialist countries . . . . . . . T.1 10.5
Non-socialist countries . . . ... . 6.7 16.7

The implicit rates of price change for total trade (socialist and non-socialist) are
5.1 per cent for exports and 6.8 per cent for imports.

7/  Hospodérské noviny (Prague), Wo. 5, 1974, and Biuletyn statystyczny
(Warsaw), No. 1, 197hk. In the first quarter of 1974, import prices in Polish
non-socialist trade are reported to have been 22 per cent above the level of a year
earlier whereas export prices rose only 13 per cent (Zycie gospodarcze (Warsaw),

5 MaY 197)4-). ' TIT-12




The rapid price rises for raw materials in international markets put pressure
on the balance of payments and caused some financial difficulties in the internal
economy of several countries. In Czechoslovskia, for instance, goods had to be
diverted from internal use to foreign markets in order to finance raw material
imports at the plenned rate., 8/

In most cases the price rises were not initially permitted to feed through
into the internal price structure, but were compensated for by additional subsidiesg
from the state budget. The impact of the fuel crisis was moderated by the fact that
the bulk of petroleum imports of the FEastern European centrally planned eccnomies
is provided by the Soviet Union, though in several countries (Bulcaria, German
Democratic Republic and Romania) substantial portions of petrcleum import
requirements are satisfied from sources outside the area, and in most countries some
of the peak demand is met from western markets. Therefore, as already noted, almost
all countries introduced fuel conservation measures late in the year, and in early
19Tk petrol and petroleum product prices were raised by considerable amounts in
Poland and Romania.

The current account balance of the Eastern European countries swung from a
$310 million surplus in 1972 into a $1.1 billion deficit in 1973 as all countries
except Hungary and Romania expanded their imports faster than their exports. In
the Soviet Union, the opposite movement took place, the 1972 deficit
($690 million) - caused mainly by the emergency grain imports and the slow export
growth of that year - turning into a $410 million surplus. In the absence of
regional data for the Soviet Union, Bulgaria and Romania, a full geographical
analysis of the trade balance is not yet possible. HNevertheless, it is clear that
the Fastern European countries as a group registered a surplus in trade with other
socialist countries and a greatly increased deficit with their non-socialist trade
partners. For the Furopean centrally planned economies and the USSR jointly, this
deficit was probably in the neighbourhood of $3 billion. 9/ The largest contributor
to the passive balance of the Eastern European group was Poland, which more than
trebled its trade deficit (from $L00 million to $1,L40 million) as, for the third
year, it continued a policy of reliance on foreign credits to accelerate the
modernization of plant and equipment and, to some extent, to ease imbalances on
domestic consumer markets. While the plan for 1974 as well as the surrounding
discussions indicate some unease on the part of the Polish leadership about the
recent widening of the imbalance between domestic output and total resource use, the
policy has clearly paid off in large output increments, and there appears to be no
desire to throw the rudder around sharply. Under the 1974 plan, the trade deficit
may increase to almost $2 billion as imports are again expected to grow faster than
exports, though the target for imports (a 22 per cent increase) has been declared
a maximum not to be exceeded, and the target for exports (an increase of 19 per cent)
may well be raised during the year.

8/ V. Hula in Hospodirské noviny (Prague) No. 49, 1973.

v 2/ Czechoslovakia, the German Democratic Republic, Hungary and Poland jointly
showed a surplus of $870 million in their trade with centrally planned economies
(compared with $1,040 million in 1972), a deficit of almost $2,300 million with
developed market economies, more than doubled the 1972 level of $980 million, and
a much reduced surplus of $40 million (as against $220 million in 1972) in their
trade with developing countries. Partner data on Soviet trade with 11 FEuronean
market eccnomies, the United States of America and Canada, which in some instances
cover only the first three quarters of 1973, suggest a Soviet deficit of $1.3 to
$1.5 billion in trade with those countries. This would be offset to a certain
extent by the traditional Soviet surplus with developing countries.
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An over-all import surplus was also registered by the German Democratic
Republic in 1973 ($330 million) and by Czechoslovakia ($80 million), reversing
their traditional export balances. Both countries reduced their export surplus with
other centrally planned economies (from $230 million to $80 miliion in the case of
Czechoslovakia, and from over $700 million to about $400 million in the Cerman
Democratic Republic) and with developing countries, and both significantly increased
their deficits with industrial market economies (from $100 million to over
$200 million in Czechoslovakia and from $500 million to almost $800 million in the
German Democratic Republic). A much greater increase of net imports is planned in
Czechoslovakia for 1974 (up to $700 million): the accumulated surplus with other
socialist countries is to be run down and further credits are expected to Finance
the deficit with the market economies.

Export surpluscs were achieved by Bulgaria ($40 million), Hungary (almost
$500 million) and Romania ($230 million) in 1973. The Hungarian surplus was
concentrated in trade with the centrally planned economies but, uniquely, it
included an active balance with developed market economies of $31 million which was
more than offset by a passive balance ($52 million, f.o.b.f/c.i.f.) with developing
countries. The surplus was probably in line with policy since foreign credits
taken up during the 1971 import surge had to be repaid. It seems to have been
larger than expected, however, as was the probably related slowdown in domestic
investment spending. Hungarian foreign trade plans envisage & more rapid rise of
imports in 1974, the elimination of the surplus in trade with the socialist
countries and a more or less balanced growth in non-socialist trade.

The foreign trade targets for the Eastern European countries for 19T7L thus
indicate continued strongly rising demand for imports. In some countries (notably
Hungary and Czechoslovakia) this is coupled with the expectation of significantly
decelerating export growth as output is given priority uses at home and accumulated
credit balances are run down (especially in the intra-trade of the group). In
other countries (Poland and Romania in particular), greater export efforts are
being made, either to reduce debts incurred in the past or to prevent new debts
from rising too fast.

China and other Asia

Though official data on the economic aggregates of most Asian centrally
plemned economies are lacking, qualitative information and data on individual
commodities suggest that in China and Mongolia the 1973 economic performance was ‘
much stronger than that of the preceding year, owing mainly to improved agricultural
results, while in the Democratic Republic of Viet-Nam the recovery from the war-
caused dislocation may have been hampered somewhat by difficult climatic conditions.

In China, good crops were obtained in spite of persistent drought in parts of
the country early in the year. This reflects in part the benefits of large-scale
irrigation projects, construction of which continued in meny farm districts. Grain
output is reported to have exceeded the previous (1971) record of 250 million tons,
and record harvest of sugar, tobacco and the fibre crops were also reaped. Cotton
output increased by 20 per cent and the jute and hemp crop by L0 per cent. The
total value of farm produce and auxiliary non-agricultural output of the farm
sector increased by 1 per cent.
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No aggregate data for industrial output have been reported. However, the iron
nd steel industry is said to have exceeded its production plan, reaching an output
1ore than twice that of 1965. Light industry was reported to have expanded its
sroduction by 8 per cent in the first 11 months of the year, with especially large
increments in the output of polyester fabrics (260 per cent of the previous year's
level). Industrial deliveries to agriculture registered a 20 per cent increase in
the case of chemical fertilizers and a 12 per cent increase in insecticides. In
the course of the year, over 100 small nitrogenous fertilizer plants began producing.
Jew capacity installed in power plants in 1973 exceeded the previous year's
increment by 30 per cent, and total power output surpassed the planned level.
Petroleun production appears to have expanded substantially, and may have reached
the level of 50 million tons cited by Japanese business sources, though this figure
has not been confirmed in Chinese sources.

A dramatic expansion took place in Chinese foreign trade in 1973, continuing
and substantially accelerating the upswing observed in the preceding year. Trade
partuner statistics show that Chinese exports to developed markel cconomies rose
Th per cent over 1972 {from $1.2 to $2.0 billion) and imports doubled (from $1.5 to
$3.0 billion). 10/ Since the growth of trade with centrally planned and with
developing economies is likely to have been significantly lower, total export value
can be estimated to have grown some 60 per cent (from $2.9 billion in 1972 to
$4.2-$L.5 billion in 1973) and that of imports by almost TO per cent (from
$2.4 pillion to approximately $&4 billion). 11/

The largest increase took place in trade between China and the United States
of America: Chinese exports doubled (from $32 million in 1972 to $6k million in
1973) and imports grewt 11-fold {(from $60 to $657 million). This expansion raised
the ranking of the United States to third among China's trade partners, after Japan
(exports and imports of about $1 billion each) and Hong Kong (Chinese exports of
$1 billion), with both of whom trade approximately doubled in 1973. More than
80 per cent of Chinese imports from the United States in 1973 consisted of
agricultural goods - wheat, maize, cotton and soya beans - while among the remaining

10/ Data in International Monetary Fund, Direction of Trade (Washington, D.C.),
February and March 19Tk, covering the full year in most instances, 10 or 11 months
in the rest. In 1972, the developed market economies took almost 40 per cent of
China's exports and provided about two thirds of its imports. It should be noted
that because of their origin in partner returns these data are c.i.f. partner country
for China's exports and f.o.b. partner country for its imports, and hence would
require a downward adjustment for exports and an vpward adjustment for imports if
they are to be put on the normal f.o.b./c.i.f. basis.

11/ Trade totals for 1972 are taken from Deutsches Institut fiir
Wirtschaftsforschung, Wochenbericht (Berlin) No. 27, 1973, and growth rates for
trade with developing countries are estimated from data in Direction of Trade which
in most instances cover only the first two or three quarters of 1973 (but the full
year for Hong Kong, which takes about 50 per cent of China's exports to this groupl.
Comparing equal periods for each partner country, China's exports to developing
countries increased by about 50 per cent, while imports - where the coverage comes
to somewhat less than one third of the 1972 total -~ appear to have declined slightly.
Chinese exports to the four centrally planned economies for which data are available
(Czechoslovakia, the German Democratic Republic, Hungary and Poland) increased by
22 per cent and imports by 15 per cent, but since trade turnover with the Soviet
Union declined, growth rates for trade with the group as a whole may have been lower.
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transactions a large purchase of jet asevoplanes took a significant place. Chinese
imports from Japan were dominated by steel purchases, which doubled in value and
accounted for almost one half of the total, the bulk of the remainder comprising
machinery and chemicals (including fertilizer), while raw silk and textiles provided
over 60 per cent of Chima's exports to Japan. Petroleum appeared for the first time
among China's exports in 1973 with the delivery of 1 willion tons to Japan, and this.
trade is expected to grow rapidly in 1974k under contracts reported under negotiation
early in the year with Japan, Hong Kong and Thailand.

As in previous years, China‘s commodity trade account probably closed with an
over-all surplus in 1973, a large trade surplus with Hong Kong and the developing
countries more than offsetting a deficit with the developed market economies. Owing
to the upswing of exports to Japan, the deficit in this important trade flow was cut
to about half the previous year's level {from $120 million to $66 miliion). Tt ;
apparently continues to be China's policy to abstain from long-term credit for
financing of imports. However, lsrge capital goods purchases from market economies
are in the pipeline - contracts worth at least $1.5 billion have been placed in
Burope, Japan and the United States, mainly for complete petrochemical, synthetic
fibre and fertilizer plants, a steel complex and other industrial equipment -~ and
their financing may require increased recourse to short-term credit of the type
recently used in some transactions with Japan and France {25 per cent down, balance
payable over five years).

The economic development of Mongelia asccelerated in 1973 in the wake of 2
successful crop year. National income increased by T.7 per cent, as against the
L per cent annual average growbh registered over the 1966-1972 pericd. Industrial
production increased by 8.3 per cent and agricultural output by 13 per cent. A
record grain crop was harvested - 150 per cent above the previous year's low level
and 38 per cent above the previous (1971) pesk. Field crops provide only about a
gixth of total agricultural production, however, and as livesbtock output, which did
not reach the plan targets, may in fact have declined under the impact of the 1972
harvest failure, the over-all increase in the output of the agricultural sector was
more modest. Living standards may have increased slightly, as is indicated by a
1.k per cent increase in average wages and a 6.7 per cent increase in retail sales.
In foreign trade, turnover is reported to have increased by some 20 per cent,
significantly faster than the planned expansion rate of 6.8 per cent. The 197k plan
envisages continued high rates of expansion, with a national income growth target of
6.7 per cent, slightly accelerated industrial output growth of 9.2 per cent and
somewhat slower agricultural expansion of 6.9 per cent.

No statistical informetion is available on 1973 developments in the Democratic
Republic of Viet-Nam and the Democratic People's Republic of Korea. In the only
available report on the economy of Viet-Nam, ;g/ achievement is generally measured
against output levels attained during the middle 1960s. In 1973, the main efforts
were devoted to the reconstruction of basic industries and the transport and
communication network. Electricity output and the production of the chemical
industry surpassed 1965 levels, while in the building materials sector the capacity
for brick production exceeded the 1971 lewvel by 20 per cent. In agriculture, the
early (winter—spring) harvest was satisfactory, but the fall harvest appears to have
suffered a 20 per cent output loss Tfrom drought during the summer and typhoon-caused
flooding in several provinces in September and October. Pig herds are reported to
have increased by 9 per cent over the preceding year snd to have yielded a T,000-ton
increase ir market supplies of meat.

12/ Vietnam Courier (Hanoi), February 197h.
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Table III-1,

Fastern Europe and USSR:

growth of national incomefi
actual and planned, 1966-1975

{Percentage)

Country and group

Average annual rates

Increase over preceding yvear

1966-1970, 1971-1975, 1971-1973, 1971, 1972, 1973 197k,
actual planned actual actual actual Planned Actual planned
Albania 9.0 9.2-10.0 .
Bulgaria 8.7 7.7-8.5 7.7 7.0 7.5 7.3 8.7 10.0
Czechoslovakia 6.8 5.1 5.4 5.1 5.9 5.0 5.2 5.2
German Democratic
Republic 5.2 h.9 5.2 b,k 5.7 5.7 5.5 5.k
Hungary 6.8 5.5-6.0 6.1 6.5 5.1 4,0-5.0 6.,5-7.0 5.0
Poland 6.0 7.0 9.4 8.1 10.1 7.9  10.0 9.5
Romania 7.7 11-12 11.3 12.9 10.3 16.1 10.8 1k4.6
Eastern Europe b/ 6.5 6.7-7.0 7.6 7.2 7.8 7.9 7.9 8.bL
USSR 7.1 6.8 .5 5.6 L.o 6.0 6.8 6.5
Eastern Furope b/
and USSR 7.0 6.7-6.8 6.1 6.0 5.0 6.5 7.1 7.0
Source: Centre for Develcpment Planning, Projections and Policies of the United Wations

Secretariat, based on national plans and plan fulfilment reports.

a/ National income produced, except for the USSR where the veference is to national income

domestically distributed.

b/ Not including Albania,
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Table III-2. Eastern Burope and USSR: growth of industrial output, a/
actual and planned, 1966-1975

(Percentage)
Country and group . Average annual rates Increase over preceding year
‘ 1966-1970, 1971-1975, 1971-1973 1971, 1972, 1973 197h,
actual planned actual actual actual Planned  Actual planned

Albania 12.9 10-10.5 ‘oo oo seo 10.4 9.k 8.0
Bulgaria 11.3 9.2-9.9 9.6 9.0 9.2 9.9 10.7 11.0
Czechoslovakia 6.8 6.0-6.3 6.6 6.9 6.6 5.3 6.3 5.8
German Democratic

Republic 6.6 6.0 6.1 5.6 6.0 6.6 6.8 6.7
Hungary 6.1 5.7-6.0 6.3 6.6 5.2 5.5-6.0 T.2 5.5-6.0
Poland 8.4 8.4 10.3 8.3  10.7 9.8 12.00p/  11.1 p/
Romania 11.8 11.0-12.0 12.7 11.5 12.0 ih.7 k.7 16.7

Eastern Europe ¢/ 7.9 7.5-7.8 8.5 7.6 8.3 8.5 9.6 9.5
USSR ¢/ 8.5 8.0 7.2 7.7 6.5 5.8 T.k4 6.8
Eastern Burope ¢/

and USSR 8.3 7.9-8.0 7.6 T.T 7.0 6.6 8.0 T.5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on national plans and plan fulfilment reports.

a/ Gross value of output at constant prices, except in the case of the German Democratic Republic
where the data refer to the value of commodity production (i.e., gross output less work in progress).

b/ Value of output sold.

¢/ Not including Albania.
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Table I1I-3. FEastern Burope and USSR: labour productivity changes
in industry, 1966-1975 a/

(Percentage)
Country Average annual rates Increase over preceding year
1966-1970,  1971-1975, 1971-1973, 1971, 1972, 1973 197k,
actual planned actual actual actual Planned  Actual planned

Mbania . « . . 2.2 L.6 cos oue oo oo oo oee
Bulgaria . . . . 6.9 7.6 7.0 7.2 5.9 7.6 b/ 8.0 9.5 ¢/
Czechoslovakia 4/ 5.7 5.4-5.7 6.0 5.8 6.4 k.3 5.6 S e
German Democratic

Republic . . . 6.1 6.2 5.0 4.9 b2 5.7 5.8 6.0
Hungary . . . . . 3.6 4,5-5.0 6,3 7.0 6.0 5.5-6.0 5.8 5.0-5.5
Poland . . . . . 4.9 5.4 e/ 6.4 4.9 5.8 6.3 8.5 8.1
Romania . . . . . 7.3 7.3 6.3 | k.5 5.7 9.1 9.0 9.6
USSR . . . . . . 5.8 6.8 5.8 6.3 5.2 5.1 6.0 6.0

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on national statistical reports.

g] Labour productivity is measured as output per employee.

b/ Annual average for 1971-1975 plan.

¢/ Social labour productivity is measured as gross social product per person employed in material
production sector.

4/ Manual workers only.

e/ Including construction.



Table III~4. Hastern Furope and USSR:

growth of gross value of agricultural

owtput, actual and planned, 1961-1975

{ Percentage )

Aversge annual
Country and change from
group oreceding five-
year period

Average annual

rates

Change from preceding year

1966-1970, 1971-1975, 1961~1970ﬁ7 i971-1975, 1971, 1972, 1973 197k,
actual planned actual actual getual actual planned actual planned

Albania 5.8 8.14-9,2 6.0 6.6 7.0 27.0
Bulgaria O 2,5-3.7 ) 3. 2.0 5.9 Tolt 3.1 5.0
Czechoslovakia 3.5 2.7 2.7 5.8 3.2 3.9 4.0 I, 2 5.8
G‘egxggﬁbifocmuc 1. 5@4’ 2.4 1‘,:9/ 5.2 0.5 10.7 i«»egff/ L, 0-5,0 6389/
Bungary 3.0 2.,8-3,0 2.6 5.7 9.6 2.5 ca.l oa.5 2.,0-2.5
Poland 2.9 3,6-3.9 2.5 6.6 2.6 8.4 2.1 7.8 .3
Romania k2 6,%3-8.3 3.h 9.2 18.4 9.7 20.0 0.2 21.5
Fastern é/ _

Europe 3.1 3,5l 0 2.5 6.0 5.6 7.5 5.9 ] 70
J8SR 3,9 By Tolte 2.3 3.4 1.1 -1 12.6 ik.0 6.k
Bastern Europeé/

and USSR 3.6 3.6-4.0 3.0 4,2 2.5 -0.3 10.2 10.8 6.6

Source: Centre for Development Plamning, Projections and Policies of the United Nations Secretarist,
basged on national plans, plan fulfilment reports and Statistical Yearbook of the Council for Mutuasl Economic

Agsistance, 1973,

g/ Regression parameters from time-series (1960-1970) on simple index numbers except for the German
Democrstic Republic, where annmual dats were not available for the full period.

b/ Average anmial compound rate.

g/ Production and services of the agricultural sector and the food industry.

4/ Not including Albania.



Table ITI-5. Selected countries of Eastern Burope and USSR: growth of real personal
income, retail trade turnover and total consumption, 1966-1975

{Percentage )
A = Per c@pita real personal income
B = Real wage income per employed person
¢ = Retail trade turnover at constant prices
D = Totael consumpbion at constant prices
Country Average annual rate Increase over preceding year
1960-1970, 1971-1975, 1971-1973, 1971, 1972, 1973 1974,
actual planned actual actual actual planned actual planned
Bulgaria )
Ao v o o 0 o s s 6.0 b,6-5.4 5.6 5.0 L,0 6.5 7.9 5.0
Coo oo m v a 8.6 6.8 . Tk 6.9 6.7 7.k 8.6 8.5
5 8.2 8.4-9, L~ ceo 5.5 5.0 cos eos .
Czechoslovakia
Be v o v o o o s 3.6 2.5-3.0 5&8%/ b2 4.5 gﬂg%faé/ 3.5%5 rse
Co o o o o o o o 6wae/ 5.1=5.4 5.5 5.5 5.5 6,6~ 5.6 5,6
Do o o o ¢ o ¢ o 5,6~ b9 6.1 6.2 6.0 cos 6.2 5.9
German Democratic
Republic :/
Ao o 0 oo s s b1 b.0ub, 5= ces cos s ces s ey
Co o v a o o o s 4,6 b, 1%/ 5.% 3,9 6.0 6.2 5.9 L,8=
Do o o o o o 5 4 .7 k.2 - 5.1 5,8 cee oos ces
Hungary c/ c/
Be o o o a o o s 6.0 L, 6=k.9 4.3 5.0 3,0 AQBE/ 4583/ 5.0=5.5
Boe o o o s o o o 3.k 3,0=3.4 2.5 3.1 1.5 2.2= 2.8= 3.7
Co v o 6 s o o o 8.3 6.0-6.4 5.3 7.0 3.1 6.2 5.7 5.0-6.0
De s o 0 s s o s 6.0 5.0 cas 6.2 3.4 ane oo coe
Poland
Be v o o o v o 2.0 3. 7.5 5.5 7.0 6,6§§ 103é/ 59//
Co o oo o o o 6.2 7,22 10.9 8.1 12,4 10.68 12,62 9.78
Do v o o 0 0 o @ 5.5 6.9 8.9 7.7 9.1 9.1 ca.l10 8.5
Romania
A v v o o s s e ho1 T.0=T. b 8.3 13.5 8.0 6.8 5u2b/ 8.6
Be s o 5 o o o o 3.7 3.5-4.2 2,1 2.2 0.2 3.8 8.1= 5y
Co o o ¢ a ¢ o » 7.2 vos 8.1 8.9 6.1 T.3 7.5 9. T
USSR
Ao o s v v 0w e 5.9 5.5 k.5 L.5 3.9 L5 5.0 5.0
Cov oo o s o s 8.2 7.2 6.3 6.8 6.8 5.0 5.3 6.3

Source: Centre for Development Planning, Projections and Policies of the United Nations
Secretariat, based on national plans and plan fulfilment veports, national statistical

vearbooks and statistical bulletins,

a/ Estimated.
b/ Nominal.
¢/ Approximate.
d/ Industry and construction only.
e/ 1967-1970.
g/ Fund of consumer goods for sale,
g/ Delivery of goods to domestic market.

I11-21



Table I1I-6. Eastern Europe and USSR: changes in gross
fixed investment, 1966-1975

(Percentage)
Average annual rate Increase over preceding year

Country  1966-1970, 1971-1975, 1971-1973, 1971, 1972, 1973 197k,

actual planned actual actual actual planned actual planned
. a/ a/
Albania 9,3~ 11,2-11.8% N oo oo oo 19
Bulgaria 12.5 6-72/ 6.6 1.7 9.8 -2.2 8.5 3.5
Czechoslo-

vakia 7.2 6.2-6.5 7.6 5.7 8.7 8.h 9.6
German

Democratic a/

Republic 9.9 5.2~ L.o 0.6 2,9 9.0 8.5 5.3
Hungary B.hé/ 8.1-8.k 3.1 11,0 -1.2 3.0 - 109/
Poland 8.1 8.3 17.8 7.7 23.h4 12.9 239/ 12.h
Romania 10.9 8.4 12.6 10.8 18.1 10.4 9.1 18.3

USSR T.6 6.7 - 6.2 7.3 7.2 1.8 h.o 6.5

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat., based on national plans and plan fulfilment reports,
national statistical yearbooks and statistical bulletins.

a/ Average annual change over preceding five-year period.

b/ Approximate.
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Table III-T. Centrally planned economies of Eastern Europe and USSR:
trade value, by country group, 1966-1975 a/

(Percentage)

growth of foreign

Average annual rate

Change from preceding year

R 1971-1975, 1973 197k
:;}éﬁziy :nﬁ 1966-1970 planned actual Planned Actual plannéd
? group Exports Imports Exports Imports Imports Imports Exports Exports TImports
Bulgaria
TOLal o v v o o o . 1.2 84 1052 9.8 15.8 13.3 ——  12.7
Centrally planned
" economies . . 12.0 10.5 10.5%Y 18.0 1.8/ 17,02
Developed market )
a s 0¥
economies . . 6.6 0.k 8.2 3.2 0.8) 19.2
Developing )
economies . . 15.3 17.9 1.2 —— 28.5 3.3)
Czechoslovakia
Total « o+ « o o o « & 6.9 6.8 6.3-6.7 8.5 15.32/ 8.4 5593/ 1h.6£/
Centrally planned
econcmies . 5.9 6.3 7.u-7.89/ 8.8 11.59/ 6.1 0.7%/ 11.1%/
Developed market
economies . . 11.5 10.6 g E 8.0 10.9 0.83 %19.8
. L ol .58/ 4 6.75/ 0008/
Developing ) ( ) (
economies . 3.9 0.7%) (17.5 2.7 8.0) (-3.0
German Democratic
Republic
Total .+ « « + o s o e 8.6 10.5 2.3 9. 10.0
Centrally planned
economies . 8.3 10.5 10-11 1.0 6.4
Developed market
economies . . . . 9.7 11.0 v 6.6 18.5
Developing
economies . - o o (.3 8.5 -3.1 1h.h
Hungary £ h / /
Total « . « . « + « & 8.9 9.4 — 7.0-8.5 — 19.3 —_— -8 e 18.1 82— 17E
Centrally planned e e/ e/
economies . 8.0 9.2 — 10.9~ —— 20.7 15.7 6-7~ 20~
Developed market ) .
economies . . . . 12.3 10.8 ) 1.65/ 23,2 26.1 10_13_%/ 10-1}5/
Developing )
economies . . . . 5.0 5. 4%) -5.2 8.6
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Table III-T7 {continued) .

Average annual rate | Change from preccding year
1971-1975, 1971, . 1972, 1975 197k
iy Ke) Bl 3
Country and 1966-1970 planned actual actual Planned Actual planned

partner group Exports TImports Exports Imports Exports Imports Exports Imports Exports Imports Exports Imports Exports Imports

Poland
Total o « » « o o o o« 10.3 8.9 9.2 9.8 9.2 11.9 17.1 21.4h 12.9 20.1 17.9 33.2 18.9 22.0
Centrally planned / o/
economies . . . . 11.h 10.2 8.8% 7.6 7.3 8.9 18.2 10.2 12.7 12.5
Developed market ) (
economies . . . . 8.5 8.6 Y 10.0 13.9 (15.5 20.1 18.7 L49.0 30.9 68.0
Teveloping ) {
economies . . . . 8.3 0.3%) (-0.5 7.8 -0.3 6.0 -3.L 2.4
Romania
ToOtal = « « « « « « « 10.8 12.5 — 10-11 ——— 13.5 7.3 k.o 14,7 25.7 15.4 29.2 20.4 39.6 3%.0
Centrally planned
economies . . . . 7.2 9.0 9.9 5.8 13.5 10.53 2&.}9/ 6.8 . 17.09/ 27,791/
Developed market ) ( )
economies . . . . 15.8 C16.2 21.6 8.8 12.8 18.0) / ARG ) o/ e/
Developing ) 27.L& 1h .58 ( ; 7% .38 50.88&
economies . . . . 19.k4 k.7 L.8 8.8 22.2 26.6) (... cee)
USSR
Total « « « « o o s o 9.5 8.3 e 5,006,2 e 7.9 6.4 2.5 18.4 R e I oh.1 16.5 310.0
Centrally planned R /
economies . . . . 8.5 7.1 o 8.55% 8.5 10.3 2.3 17.7 Py MY ——
Developed market ) (
economies . . . . 10.0 ll,h) / (13 5 3.2 2.0 30.5 29.1
D . e 2.0-2.6%__
eveloping ) (
economies . ... . 11.8 7.7) (0.5 ~3.2 8.0 -0.7 39.3 ———

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on national statistics, plan and
plan fulfilment reports.

s

* See foot-note g/

a/ Trade partner grouping, unless otherwise specified, follows the classification employed by the Statistical Office of the United Nations
(cf. United Nations Standard Country Code (United Nations publication, Sales No. E.TO.XVIL.13)). Average anmual rates for 1966-1970 were
cbtained ss semilogarithmic regression trends. Cases of poor fit (R2 € 0.5) are indicated by asterisks. Growth rates are calculated from current
values of exports and imports, both f.o.b., except for Hungarian imports which are reported om a c.i.f. basis. In some cases, information was
available only on total trade turnover (i.e., the sum of exports and imports); these data are shown centred between the respective export and
import columns.

R/ Mid-point of planned growth range, 9.9-11.2 per cent per annum.

_c_/ Tmplicit planned growth rates estimated from the residuals in the value projections {i.e., total trade projected at the planned rate less
components projected at planned rates).

d/ CMEA countries only.
_g/ Including Yugoslavia and Cuba.
£/ Growth rate of total trade estimated as weighted average of components.

g/ "Capitalist economies”, i.e., econmomic classes I and IT of the classification system referred to in foot-note a/, but excluding
Yugoslavia and Cuba.

h/ Avoroximate.-



Chapter IV

RECEN” ECONOMIC TRENDS IN THE DEVELOPING COUNTRIES

A marked recovery in agriculture and an unprecedented beom in foreign trade
raised the over-all rate of economic growth of the developing countries sharply
in 1973, bringing the average for the 197)s back to the annual 6 per cent rate
that had characterized the closing years of the 1960s. Though the widespread
nature of the primary commodity boom ensured that most countries improved their
terms of trade, there were some notable exceptions, particulsrly among the
exporters of jute and tea and some of the mineral ores. Moreover, countries with
sizable food deficits were hard hit by the steep rise in cereal prices. The
even steeper rise in petroleum prices later in the yvear posed another serious
threat to the external balance of a number of developing countries, More
genezally3 the rapid increase in all import prices magnified very greatly the task
of waintaining internal equilibrium. Thus, although most developing countries
entered 197k with their . agriculture and industry in better shape than a year
earlier and with appreciably higher international reserves, the radical change in
price zeldmlonshlps had added some grave short-term difficulties to their many
longer-trend development problems. : ‘

The production and use of resources

Total crop production was significantly greater in 1973 than in 1972 and
there was a notable acceleration of industrial production. Together with a
remarkable upsurge in foreign trade, this resulted in a sharp recovery in the rate
of growth in total output, which had receded in 1971 and 1972 from the high average
achieved in the last few yvears of the 1960s. Preliminary estimates indicate that
the over-all production of goods and services in the developing countries increased
by over T per cent between 1972 and 1973. The acceleration was widespread: the
most notable gain was in southern and south-eastern Asia, where the 1973 expansion
wes almost three times the figure to which crop failures had reduced the rate of
econcmic growth in 1972, but there were also advances from the much higher rates
that had been achieved in 1972 in West Asia and the western hemisphere. Only in
Africa, where 1973 was a very poor agricultural year, was there a reduction in
the over=-sll rate of growth {see table IV<1).

Agricultural production

. One of the main deLOKS underlying these changes in over-sll economic
performance was the swing in agriculture. The most important element in this was
a recovery in southern and south-eastern Asia where crop failures had been
widespread in 1972. Very few countries in the region suffered a further decline
in agricultural production - the Khmer Republic and Sri Lanka being the chief
exceptions -~ and some registered a notable increase: Thailand had an excellent
rice crop and the 1972 setback was more than made cood in Indonesia and the
Philippines, India regained the.19T1 level of output, and Bangladesh, Burma and
Pekistan recovered from two poor agricultural years (see table IV-2).
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The developing countries of the western hemisphere also had a generally
satisfactory agricultural year in 1973. The Central American area recovered the
ground lost in the 1972 drdughts €xecept for Chile, the Andean countries also had
a better outturn; after two mpoor years, Argentina registered a sizable increase
and Brazil continued to expand its agricultural production. The weskest area
in 1973 was the Caribbean group ‘of Guysna, Jamaica and Trlnlda& and Tobago where“
the 1972/73 sugar and rice’ crops ‘were both down . : '

Weet Ae1a was on-a dlfferent agrLcultLrel cycle from that of *he other reglons
in this period: thHe upswing was fn 1972, and 1973 saw a large and widespread-
reduction in crops  In Affica the small gain that had been scored in 1972 was
reversed i1-1973. Drought caused a sharp reduction in output in Southern =
Rhodesia and Zambie, where the 19T72/73 maize crop was' - a very small ‘one, ‘and also
in Moroceo, and in Algeris whichk suffered -its third successive decline in: o
agrlcultural production. The 1972/73 cotton crop-in the Sudan was also reduced
by adverse weather. In human terms, however the most serious situation Wwas
that of the areds bordering ou the southern Sahara where, after several years of
below-average rainfasll, famine conditions develoPed in 3972 and continued lnto"'
1973 More:localized crop failures also occurred in other countries, most notably
in Ethiopia where critical food shortages alsd emerged. Despite a major ) :
international relief effort, these areas were the scene of many ‘déaths - and much’
suffering; and one of the results was the opening up of a far-reaching debate on
the most appropriate development strategy for places with agriculturally fragile
80ils and erratic climats, - . S

The swzng in- food production between 1971 and 1973 was somewhat” less than o
that im total’ agr1cu1tura1 productlon in Africa, somethat greater ih the western
‘hemlsphere. Tn the aggregate, for the developing countries as a Whole the outpux
“of fcodustuffsﬁ which had fallen by rather more than 2 per cent between 1971 and

1972 rebounded by rather more than 6 per cent between 1972 and’ 1973 AN

Induszrial’production

in the wake.of thls 1ncrease in supplles and a rapld growth ln demand
abroad a5 well as at home, the output of the . food 1ndustry rcse by about
15 per cent o +w1ce the rate reglstered in -the previous yeer,e There was also"
a sharp increase in activity in the textile and. clothing 1ndustr1es and. in. other
llght manufacturing. Activity in heavy industry also accelerated: the growth
in output, which dropped below 10 per cent a year in the early 1970s, rose toii
11 per cent in 1972 and 12 per cent in 1973. Preliminary data for the First’
three guarters of the year suggest that total industrial production may have
increased by '#8 much as 11 per ‘cent between 1972 and 1973, appreclably more than
in: the: earller yeers of the decade (see table IV»3) o R

In the western hemlsphere the most v1gorous 1ndustr1al grewth was in Bra‘ll
(lh per-cent) and Mexicd (8 per'cent), Where steel’ ‘productién rose by around’.
10 per cent and c¥ment nroductlon by 19 per cent and ‘13 per cent respecti' 2
Motor vehicle prodUctlon ‘also contlnued its V1gor0us expan51on in Brazil. &
more modést ratée of eipension - “arcund T per cent - was recorded in Argentlneg
Colombia, Peru and Venezuela. Thé most. &1sapp01nt1ng performance wds in Chile
where labour strikes and civil unrest ﬂaused a reduction in the output of many
industries.
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In Asia, the pace was set by the Republic of Korea where industrial production
1ncre85ed by 36 per cent: steel production doubled to over a million tons, motor
vehicle assembly rose by over 50 per cent to 25,000 and cement production increased
by a fourth to over 8 million tons. Somewhat lower rates were achieved by Iran
(16 per cent), Malaysia {15 per cent), Pakistan (18 per cent), the Philippines
(10 per cent) and. Slngapore (1k per cemt) The number of motor vehicles assembled
reached new peaks in Malaysia (up 55 per cent on 1972) and in the Philippines
(up 19 per cent) whgre ‘the output of cement increased by b5 per cent to over
b million tons. There was also a major expansion (of about a third) in vehicle
assembly in Iran. The lagging country was Indie wheré various shortages and
bottle-necks prevented any significant expansion: though there was a 6 per cent:
increase in motor vehicle production, the output of steel snd cement was about
5 per cent below the 1972 level, and even electricity production was down '

2 per cent.

In Africa, the poor agricultural outturn adversely sffected industrial’
activity: +the highest retes of increase in manufacturing production were achieved
in Southern Rhodesia (10 per cent) and Kenya end Zembia (around 8 per cent);
elscwhere only small gains are 1”e‘apcrfted - around 3 per cent in Tunigia, for
exsmple, where cement productlon dropped below the 1971 and 1972 level though
electr1c1ty .production increased and the number of motor wvehicles assembled rose
by about an elghth to over 2,000. In ‘Egypt, where cement production declined
for the second year in a row, vehicle’ asSembly remained at its 1972 1evel of Just
over 8,000, The only African countries to- reglstel 8 major increase 'in cement
production were Angola, Malawi and szamblque. o .

Qve r-a,ll grovth

This wide range of performance in respect of agriculture and industry is
raflected in the distribution of over-all growth rates between 1972 and |
1973 (see table IV-4). . About a fourth of the 92 developing countries for which
estimates can be made registered rates of inereese in total production of less
than 3 per cent. For most of theése countries, 1972/73”was a bad agricultural
year. On the whole they were among the smaller and,poorer of the developing
ccurtries: %hey accounted for about an e1ghth of the populatlon and the income
of the group. They included a number of larger countrles, however - notably
Egypt (where the increesse in output Just kept pace with the increase in
population) and Ethiopia and Morocco (where unfavourable weather was the major
factor holding down production). They also included some of the higher-income
countries, notably Bshrain and Kuwait (where production was restrained as a matter
of policy), Chile (where, as indicated above, civil strife interfered with '
productlon) and Sri Lanka (where agr¢cultural difficulties aggravated shortages
of various imported inputs).

At the other end of the spectrum, another fourth of the developing countries
achieved rates of growth in excess of 8 per cent in 1973. This group accounted -
for ebout 18 per cent of the total developing country populatlon and about
30 per cent of the total 1ncome. It contained several of the’ major petroleun
producers whose 1973 output, despite ‘cuts at the end of the year, was well above
the 1972 level. It also contained some of the countries that experienced
particularly vigorous industrial growth in 1973 (Brazil, Hong Kong, the Republic
of Korea end Singapore), some that enjoyed a sharp turn-around in agricultural
production {Botswena, Lesotho, Mauritius and Thailand) and some in which both
industry and agriculture expanded strongly in 1973 (Malay51a snd the Phlllpplnes)
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Countries accounting for almost 6C per cert of the comblned developing
country population and almost 40 per cent of total income were in the group v
vhose productiion rosge by, between 6 and 8 per cernt “n 1973. This group 1ncluded
the major Asian countries - Bangladesh, India, Indonesia and Pakistan - all of
which benefited from better harvests in 1973; Colowmbia, which achieved a sllght
acceleration in.growth and Mexico, which, after its 1971 set-back, regained the
rhythm it established in the 1960s. were also in this group. Algeria, which
recovered from its 1971 set-back in 1972, registered a near 7 per cent expan51on
in 1973 despite poor 1972/73 crops, benefiting from the expansion of its
petroleun and associated industries. Zaire, the othér large African country
in this group, also gained from a vigorous minerals industry though, in. this
case, g better agricultural performence helped to raise the over—all rate of
economic growth well above the longer-term average. '

y

Countries in the_intermediate category with growth rates between 3 and
6 per cent in 1973 were mostly small: they numbered 35 per cent of the total but
accounted for only 1k per cent of developing country population and 20 per cent
of developing country income. The grouvp included Burma where the better rice
crop helped 4o restore the longer-term rate of growth as well as Argentina which
also gained from an improvement in agriculture. Several African countries were
also in this group, the largest being Nigeria where a poor agricultural performance
held down the over-all rate of increase in production. Agricultural difficulties
also had an inhibiting effect in the Ivory Coast and the United Republic of
Tanzania where the 1973 increase in the gross product was appreciasbly below the
long-run average. Despite its poor 1972/73 cotton crop, the Sudan's over-all
growth was well above its low long-run rate; in Ghana, on the other hand, small
crops in both 1972 and 1973 kept economic growth down to little above the rate
of population increase.

The use of resources

Though no firm data are available, the nature of the changes in production
and developments in international trade in 1973 suggest that the increment in
domestic output went largely into consumption. A sizable fraction of it, however,
went abroad, and because of the improvement that had taken place in the terms
of trade this permitted not only a significant increase in imports but also a
large accumulation of foreign exchange. The increase in imports provided the
physical means for an expension in fixed investment.

About 60 per cent of the developing countries increased their food production
in 1973 - 20 per cent in West Asia, 45 per cent in Africa, 75 per cent in the
western hemisphere and 85 per cent in southern and south-eastern Asia. The;
reductions in per capita output that had occurred in 1972 were made good in the
western hemlsphe"e and southern and south-eastern Asia with gains of 4 per cent
and T per cent, respectively. Though some of this increase went 1ntowexports -
maize from Argentina, for example, sugar from Brazil and the Dominican Republic,
and rice from Thailand - the overwhelming bulk was available for domestic
consumption. 1/ In West Asia there was a 5 per cent reduction in’ food output,
but its impact on consumnt*on was softened by the large inventories that were on
hand from the generous 1972 harvest (up almost 11 per cent from 19T1).

1/ It should be noted that coffee and tea are not included among the
food-stuffs whose output is measursd by the index used in table IV-2.
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Only in -Africe-wa: the over-all supply of aomestically proauced food lower -
1n 1973 than in 1972:  in three fourtis of the countries in the region per capita
production of food-stuffs was down in 1973 and in Algeria and Sierra Leone as well
as Mali and the Niger and the Sashelian belt the decline in 1973 followed one
in 1972; indeed for.the continent as a whole per capita output declined by
2 per cent in 1972 and 4 per cent in 1973. Not only did a majority of African
countries (16 out of 30) experience a reduction in food output in 1973 but the
longer-run performance was also unsatisfactory: a somewhat larger majority
(18 out of 30) entered the 1970s with per capita food production below the level
of 10 years earlier 2/ (see table IV-5).

The increased production also went into exports. Though there was little if
any increase in the quantum of exports from Africa and only a modest (2 per ccnt)
expansion in the volume shipped from the developing countries of the western
hemisphere, the Asian countries exported much more than in 1972. Petroleum
shipnents from West Asia were up about a fourth and from southern and south-eastern
Asia there were major increases in exports of wood and wood products, rubber,
mineral ores and, above all, a considerable range of manufactured goods. The
resultant 15 per cent expansion in Asian exports raised the over-all 1ncrease in
the quantum of developing country exports to about 8 per cent.

As a result of the primary commodity price boom, these exports earned a much
c.greater increase in terms of external purchasing power. Between the last quarter
of 1972 and the last quarter of 1973, food-stuffs exported by the developing
countries increased by about 46 per cent in price, agricultural raw materials by
about Th per cent and non-ferrous metals and other minerals by 84 per cent. A
typical basket of developing country exports of basic commodities was thus being
quoted at about 70 per cent more at the end of 1973 than at the beginning. During
this period the average unit value of manufactured goods exported by the developed
market economies rose about 21 per cent. The terms of exchange between primary

products and manufactures thus improved rapidly in the course of the year. (see
table IV-6).

In terms of current dollars only one developing country in 11 earned less in
1973 than in 1972; seven out of 10 registered an increase of over 20 per cent and
four out of 10 earned over 86 per cent more than in 1972 {see table IV-T). In the -
aggregate, export earnings were up LY per cent - 33 per cent 1n the case of
Africa, 37 per cent in the western hemisphere, 50 per cent in southern and
gouth-eastern Asia and 52 per cent in West Asia. - These were over twice the
proportional increases registered in the previous interval, and in ahsolute terms
the gains were even larger (see table IV-8). : '

This unprecedented upsurge in export earnings in 1972 -and 1973 tended to leave
imports far behind and there was thus a massive accumulation of foreign exchange.
Official reserves increased by $5 billion in 1971, $8.2 billion in 1972 and
$11.5 billion in 1973 and there were also large increments in the fareign assets of

2/ As the countries for which adequate information is not availeble include
some of the smallest and poorest - several in the Sahel, for example - the African
food situation is probably even bleaker than these figures-suggest.
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compercial banks in many developing countries. Nevertheless, there was a notable
upswing in imports, too - from an expansicn of 11 per cent in 1972 to one of about
three times that figure in 1973 (measured in curvent -dollars c.i.f.). Indeed, in
1973 the increase in imports into southern end south-eastern Asia ($10.5 billion)
fully absorbed the -increment in export earnings, and there was & major expension
in the purchases of the developing countries in the western hemisphere

($6.4 pillion), Africa ($4.2 pillion) and West Asia ($3.6 billion).

This expeasion was widespread: only one in nine of the developing countries
reduced its imports in 1973 while three fourihs increased their imports by more
then 10 per cent, two thirds by wore than 20 per cent and over a fifth by more
than 40 per cent. In only a fourth of the developing countries was the rate of
increase in imports between 1972 and 1973 less than that recorded in the previous
interval. This corresponds very closely to the pattern of change in exports:
rather less than a fourth of the developing countries experienced a deceler&tlon
in the growth of export earnings in 1973.

Much of this extra expenultUAe was necessary to weet the rvise in price of
major categeries of 1m@orts ~ cereéals were up T9 pér cent between 1972 and 1973,
for example, petroleum 36 per cewt and manufactured goods by an average of
15 per cent. These price increases sharply reduced the volume of imports cbtainable
for a given outley. Despite this, however, the increase in the developing countries
intake of imports was one of the largest on record - over 11 per cent, or four times
the increase of the preceding yeesr. The expansion was greatest in the case of the
Asian countries: West Asia absorbed about 14 per cent mare than in 1972 and
southern and south-eastern Asis about 17 per cent more. The increase in the
quantum-of imports into the developing countries of Africa was about 9 per. cent and
inte those of the western hemisphere about 8 per cent.

Although no pv scize data are available regarding the comp051tlon of those
imports, the pattern is likely to reflect very largely the influence of earlier
policy, modified by the exigencies of the moment. Among the latter was the
movement of extra food-gtuifs to the countries in Africa and southern and south-
eastern Asia that had suffered crop failures in 1972 and, later in the year, the
movement of military and related squipment to Wesi Asia. For the great majority
of developing countries, however, established import policies prevailed and these
tended to be those formulated in times of greater foreign exchange stringency,
when priority was assigned to the acquisgition of fuels and raw materials not
cbtainable locally and of plant and equipment and other capital goods required for
industrislization and similar development purposes. That the bulk of the sizable
increase in imports in 1973 is likely %thus to have gone into the investument process
tends to be confirmed by the available data of partner countries.

Exports ijgapital goods to the developing countries from the 20 leading
develcped market economies increased from $12.5 billiion in the first half of
1972 %o $16.L billion in the first half of 1973. Of the increment of $3.9 billion -
which was about helf the over-all increase in this export flow - $0.8 billion went
to the d@ve¢on1ng countries of the western hemisphere, $0.9 billion to Africs and
$2.1 billion to AsJa, Over half the increase in the flow of capital goods to the
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Asian developing countries came from Japan whose exports - at $2.5 billion in the
first half of 1973 - were over 80 per cent above the corresponding 1972 level. In.
the aggregate this flow of c&piﬁal goods increased by 42 per cent to the Asisan '
developing countries, 29 per cent to Africa and 18 per cent to the western
hemisphere (see table IV-9). gh:*

Allowing for the 1ag betweén the shipment of such goods snd their ultimate
incorporation into the investment process and the fact that - based on total exports
of the developed market economies to the developing countries - both total value
and unit value were rising rapidly during 1973, it seems probable that the quantum
of imported capital goods at the disposal of the developing countries in 1973 was -
sbout an eighth greater than in 1972. The estimated increase ranges from about
5 per cent in the case of the western hemisphere and rather movre ‘than 10 per cent
in Afrieca to over 4 fifth in the developing countries of Asis, ' ’

The state of internal balance

Because of the pressure on resources that the process of economic development
inevitably involves - aiming, as it does, at simultaneocusly raising levels of '
living end extending the productive capacity of the economy - most developing
countries live in & constant state of potentisl inflation. This is moderated when
more goods become availeble - from new discoveries or higher productivity at home
or from purchases or gifts from abroad - and, correspondingly, aggravated when the
flow of goods slackens or the flow of money incomes guickens. In the period under.
review the forces influencing the state of internal balance were not only all active
but also of unusual intensity. Thus most developing countries found it extremely
difficult to maintsin economic stability and, as. in the developed market economies,
these difficulties were reflected in extraordinary price increases. The shortages
were not always. confined to goods; many skills were scarger than usual relative to
the enhanced demand and in some of the more rapidly industrializing developing -
countries as 1973 advanced even the less skilled types of labour were becoming.
difficult to obtain, even though large-scele. underemployment still characterlzed
most of these economies.

One source of imbalance was the shortage of food, carried over from 1972 in
some countries (in southern and south-eastern Asia, for example) or stemming from
1973 crop failures in others, as in parts of Africa. But the price of food-stuffs
rose more than that of most other items in the consumer basket even in countries
that experienced no particular agricultural problem in 1973. This reflects
world-wide rather than locel conditions: as indicated in chapter I, the price index
of food-stuffs entering international trade rose appreciably more than that of the
other prlmary commodities.

Nor was the source of higher prices confined to 1mports of primary ccmmoditlesa
As pointed out in the previous section, the average price of manufactured goods '
entering international trade in 1973 rose in the course of the year from about
T per cent above the corresponding 1972 figure in the first gquarter to 21 per cent
above in the last; and for 1973 as & whole it was 15 per cent above the 1972 level
in dollar terms. TFor many of the smaller countries, indeed, the main source of
changes in the local cost of living in 1973 was the inflow of higher-priced imports.
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The export boom was also a destabilizing influence in many developing countrie
In a number of cases Bovernments-felt impelied to curbail or even p?Ohj@l% exports.
of particular commodities in order to protect domesgtic supplieg. And in most
countries the rapid upswing in commodity prices greatly increased the liguidity of.
the export sector: in three fourths of the developing countries in 1972 and again
in 1973 changes in foreign assets exerted s positive influence on the local money
supply and in & fhl?d of thosa caszez this waz the principal cause of monetary
. expansion. T

The increase in economic activity in 1973 - especially the upswing in
investment - was accompanied by a significent acceleration in the supply of money
in half the develcping countries and the,:omtinuance of the 1971=-1972 rate of ‘
expansion in another fifth. In three fourths of the countries the incresss during
1973 (that is, between the end of 1972 and the end of 1973) exceeded 15 per cent an
in one fourth it exceeded 30 per cent (see table IV-10).

Reflecting the relative importance of the increase in exports end investment,
the growth of private credit played a larger role in this monetary expansion in
1973 then in 1972+ it was the principal factor in 62 per cent of the developing
countries in 1973 compared with less than bl per cent in 1972. Governments begsn
to adopt & more restraining posture:. Tthough the proportion of countries in which
theyvexercised & comtractionary influence in their dealings with the banking system
was much the same in 1973 as in 1972 ~ about a fourth of the total - the proportion
in which they were the leading source of sxpansion dropped from a fourth to an
e1ghth {see table IlelE

In most cases the Jncr@ased pressure o1l Tesources was wcfle@bed inw mﬂvements
in.the.prlce level; in some places, however, marketrgignals were weak or absent as,
for example, in the drought aress of the Sahelian belt snd of Ethiopia as well as
in parts of India where food shortages were acute. In Sri Lanka, changes in
subsidies and rations masked the impacht of . rice shorbages on the price level; fagdf
was alsazsub81dxzeﬁ in Venezuela, apd Sierrs Leohemslso introduced subsidies - of.
fuels asiwellias rice = while in & number of othepccountries price ¢ontrols or tex
adjustments tended to reduce the sensitivity of the cost of living index to:changes
in the state of balance on the market for consumer goods. Despite the weaknesses
of such price indices, however,.they moved more rapidly in 1973 then in-any: refent
year in almost all the- devel@pmng countries, signalling both 1ntewnwl inflation an&
fhe extra@rdlmary rzse in the c@st of lmparts@

As in the: devel@ped wmarket egmnmmjes% the rize in food prices after mid-1972:
exerted .a strong upward pressure on the over-all level of ccisumer prices in most’
developing countries. In 1973 there were four developing countries in which food
prices advanced ahead of other retajl prices for every one in which food prices -
lagged. Most of the latter were Africsn countries with large subsistence sectors or
as in the case of Egypt, an improvement ‘im food supplies in 19733 but they wlso -
included Argentina, Honduras and Iran - which also had better food harVPstm in 19735
as well as a more satisfactory lang%rmrun agrlcuiturai rpcorde BRI

In Indaneﬁla the poor rice crmp An late 1@{2 led to a yrepid viseéiof food
prices in the: eltles in 1973 and this pulled up the over-sll consumer piice index
by 27 per cent in the course of the year. The poor 1972 sgricultuirsl owtiurn caused
extensive difficulties in Indis, too, and although 1973 food crops were much better
the low level of stocks and serious distribution problems resulted in weny localized
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and madﬁlthe f@od g@mp@meﬁt the most volatile in the retail price index.

The high international prices also stimulated exports and in order to protect
domestic Suppllﬁs of essential food-stuffs maony Governwents imposed controls over
foreign seles. Meat exports were restricted in a number of Latin Americen countries
including brazil {(where restraints were &lso placed on maize and cotton), Bolivia
{wheze in ﬁugu@* the shipment of most of the basic food items was pr@hmhltaﬁ}

Costa Rica, the Dominican Republic {where bansna exports were also re@fr1@ted§ and
Guauemai¢ {where the quota for beef exports wasg reduced by 25 per cent and a
Licensing system sst: bli%he& for other food sxports).. In Morocco, after a sharp
acceleration in prices in Septewber, the export of vegetables was suspended.

lereted in over

xth of the countries,
rween 1971 and 1972

n a V&arwtﬂwveaw basis, the rise in consumer prices
0 per cent of the developing countries in 1973. In sboul
the increase Between 1972 and 1973 was much the same as &
{@ﬁ@ table IleH} In only an eighth of the countries wa some wmaterial
slowing. d@wn in the rate of incresse - in most cases &% & 1 1t of an improvement
in Su@ﬁllﬁsg Plfmcv from imports, as in the case of Ghana and N; 2rie, or from local
production as well ss imports, as in the case of Brazil, t nes and the
Hepublic of Korsa. ' ’

it

Howewer, in & year in which the average vise in consumer prices in the i}
dgveloped market economies was 7.7 per Gnnfa it is perhaps surprising that as wmany
as b0 per cent of the developing countri ad price increases of less than that
and ovar half registered an incresse of less than 10 per cent betweep 1972 and 1973.

n
As in the csse of the developed market econcmie
than between 1972 and 1973: din only a sixth of
increase in the course of the year less than be

‘prices rose F&SL@T dwrlﬁg J0€%
2 dev
between @he y&awgg

In & majority of the developing coumtries, the scceleration in price movement

between 1972 and 1973 followed a similey - © 1 wsvally more moderaie -
acceleration between 1971 and 1972. The 12708 haf@ thus geen g marked deterioration
in price stability in meny cotntries: in 1973 double Ffigure increases were recorded

in a nuober of p‘aces where prices had been falrly stable at the beginning of the
decade - in Libe eria, Mauritivs, the Higer, Somalia snd the United Republic of
Cameroon in Al?lckg for example, in the Deminican Republic, Guatemala, Mexico and
Paraguay in the western hewisphere, and in Hong Kong, India, Iran, Jordan, Malaysia,
Vepal, Sri Leavks sapd Theilend in Asis.

Ag 1mp lied sbove, the poor perlormence of local agriculture in 19T72/73 conbined
with the rising cost of imported focd-stuffs underlay %he deteriovation in most of
these countries, especially where it was accompanied by sharply rising money incomes
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prices having risen by over 30 per ¢
insugursted to achieve gelf-sufficiency in rice.
India has enj 1 less price st
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side, shortages were widespresad, 1mvc;r1ug notb @nly
suffered from the 1972 dycught bnb 2130 unal ah
materials and components and hﬁmK*
demand side the Government defic
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ntina enjoyed a signiTicant improvement
s ft@@mtal in finencing additional ‘
ie of internsl belance in the face of large=-

imports which helped to ;mp ove th@ ste
scale government borrowing from the central bank to meet an excess of expendituve
Crevenve slmost thres times the budgeted estimate and four times the 1972

The two mosh infﬁgﬁiamafy cconomies in Latin Americe in 1973 were Urugusy
where the retail price level was just about double the 1972 average and Chile
where it was four times as hlgﬂa In both cases the difficulties stemmed fyom
l@bolng production and heavy government spending. The production record was
particularly poor im Chile where strikes nad civil disruption affected every sector/:
while between mid-l1972 and mid-19273 the volume of currency in circulation more
than trebled.

In Bra Jll uv ﬁ@wt?astﬁ‘lgTB was another year of surging production while the
Govrnment kep@ 8 . tngc rein on expenditure, The consumer price index, rising by
ih per cent in the cours 3 ar, continued to. decelerate frem the high rates
of 1@0?&&%&.”¢g1%t@féﬁ in the 1960s. Nevertheless, there were many signs of strain
in the economy. Some stemmed from the rise in ligquidity associated with the booming
gxpart seetuv and the continved inflow of capital. Some originated in the upswing
in import prices, especially those of whesat and petroleum, two mejor imports.

thers reflect gtraine on production cepacity: several industries began working
thiree ghlfth ‘a day, bubt meny types of skill became scarce and, despite a sharp
increasge 1n wagesg even legs skilled labour was in short supply in the industrial
centres. %p@c shortages.developed in a punber of inbermediste products, including
steel and HOHmeTEOQ@ me%aj ', cement and other eonstruction materials, cotton and
various Eﬁdugtriaj e@ma@n@nﬁda aa well as in some consumer goods, notably meatb.
ft became clear as the year advanced that in order to meintain the high growth

ate of recent years, s comsiderable expansion of productive capacity wonld be-
”@Chj“@ﬂ and that this m>u?& require further inecrease in the investment ratio.

Tn 1973 the rise iq CONSUmer Dria@ in Bza&fl W@q fur the first time, below
the regional average. W@lgbi@d‘bv 1970 prlva?e GOD;UM@%WOﬁN the incresse in the
taveloping coun@wieg,0¢ the Western h@mlsmherm AS ab@uhlhh per cent, compared
with 25 peyv c@ntvﬁn Asia and 11 per cent in A!?}@Q On a vear-to-year basls the
price increase for the developing countries ss a whole had accelerated from. . .

10 per cent inm 1971 and ik per cent in 1972 to 2% per cent in 1973.

The state of external balance

The commodity boom of 1972-1973 an '-,. ton
of trade effected o conzidersbls Wﬂ;ﬁ

]

eq ent improvement in their terms

the external balence of the
developing LQM@M?&@SQ The szsocia in their international reserves
was uoh only of vecord size bub a? so very widely distributed. This cushion will
probably be called ¢ en to play en important role- in the period immedistely shead
vhen the deceleration in growth in the developed warket econcwies and an increase
in the supply of many commodities seem likely to combine to reverse the movement
in ralative prices. The impect of this probable weakening of demand and prices
will be accentuated by the steep rise in th@ cost of petroleum, which is-a major'
inport of meny developing countiriszs her inerease in the burden of.-
SOTVlelng erternal debi
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Changes in the balance of trads

With export sarnings rising faster than impalt‘ the trade deficit that’®
cheracterized the developing countries in the 19€0s (s0d wost of the 1950s) narrowed
in the early 1970s and swung into surplus in 1972, And in 1973, with exporhs up
by almost b per cent and imports by about 32 per cent, the surplus (valuing o
exports £.0.b. and imports c¢.i.f.) widened to nearly $11 billion or gbout a tenth
of gross exports.

5
.
ki

from the preliminéfy data availeble for 80 developing countries, it would
appear that & majority of them either increased their trade surplus (35 per: cent of
the totel) or rediced their defiecit (18 DL cant). The largest absclute change39?
however, were registered by the wmajor exporters of petroleum: the surplus of
Saudi Arabla increased by $3.2 billion, Iran by $1.9 billion, Venezuels by
$1.1 billiocn, Nigeria by $0.9 billion, the Libyan Arab Republic, $0.8 bitlion,
and Irag by $O 7 billion. In the aggregate, the petroleum exporters vaised their .-
trade surplus by about $9 billion to over $21 billion, while in the rest of the
developing countries the combined deficit, which had been rveduced by $2 billiom
in 1972, expanded by about $1.3 billicn in 1973 (see table IV-13).

Apart from the petroleum exporiers, the countries that improved their trdde
balance in 1973 included a number of food exporters (such as Avgentina,
Madagascar and Thailand), coffee exporters (Angola, Brazil, Colombia, Costa Rica,
Ethiopia, Guatemala, K@nya} cocoa exporters (Ghans, the Ivory Coast, Togo,
United Republic of Lamerccﬁ) cotton exporters (Wgymt Paraguay , the Syvrian Ar&b
Republic), rubber exporters (hlberla and Malaysia) and copper erxporters (Chile,
Papua-New Guinea, Zambia). In wost ceses the improvement in the balance was the
result of a rise in export earnings, often in the face of a considersble expansion
in imports. In a. few countries, however, the balance benefited frow a reduction
in imports: in Burms and Burundi this was the main factor; in Madagascar Rwanda ,
Trinidad and Tobago, Uganda and Zambia it accentuated %he result of an increase
in exports.

In almost all the countries in which the trade deficit increesed im 1973, a
rapid rise in imports was responsible. In Senegal and Somslia, poor crops réduced
export availabilities, though in these countries, too, the main resson for the
widening of the deficit was a large expansion in impovts.

Rather more tham a third of the developing countries had an active trade N
belance in 1973. Ab@ut 8, ﬁblrﬂ of these were petrolewn exporters: the rest were
widely dlstrlbute@‘hgth by region and in verms of export @@mm@31t§@mﬁ T@fleetlng
the fa@t that almgb%‘Aji primary commodities participated in the u@@ﬁfge in
price,” Even Iﬂdla'aﬁd Sri Lanks - countries whose leading @X@OK@@S Juts and ﬁea
were amﬁng ih@ fPew lagging commodities - aCHLQVta.ﬁ_ulZ&%? incrense of sround
a fourth in export earnings. The increase in their deficits resulted from en
even larger increase - aboub one third - in iwmports. o

The increase in the ex@ert earﬂ1mgh @f India and e Lanka refWeCt§ g&lﬂ@
from, see@ndary items. To some extent the@e gains were the result of pf%ﬁe
1ncreases = as_in the case of sugar from Tnd7a9 For éﬁ%@@l@ and rubber and copra
from,Srl Lamk@ - but they stenmned from export diversif ation: TIndisg gshipped a
wider range of maMLfd@tuTAi products and Sri Lanks esrhed more 1 el g@m,%taaeg and
frozen sea food. This pattern was widespread emong the developing coumiries:
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Ch %mgee in other current sccount flows

Maniy of the developing countries

&

. wd & pa i
schieved & current &@wgu«i gurplus @V’Vl?@l of an @zpansx@m in other receipts.

The b A £ the developed m
wag rveflected in a sharp incresse in the %m&*t@m@@

was of gres . signtfics | ome of the countriss

conomies, for example,
ant workers. This
northern and southern

Africe but it was alszo in ew e in gome of the Caribbsan and Central Aw "zeaﬁ
coumbries av ; ﬁﬁiﬁﬁ? - By Ldv”v§ for exa -
attempbed to rigte nationals that +
not @th@?ﬂ*g@ b@

Tﬁﬁ?&gw veceipbs wevre @35@ substantizlly higher in many @@uw% ~ies. North
Africs and the Caribbean-Centrsl ¢ among the principal

many obther African
ﬁhﬁ pﬁlllpﬁlﬂﬁgg for
and earnings vere s
igitors is f@p@fzeé o
nditure was greater

veneficiavies of thias flow, ‘but B

coumtries and also by & @umh@m in goubth-eas
example, tourist sccommodstion was wnder strain ab
third bigher than in 1972, In Theiland, the aumbe

have exceeded 1 million for the 11 time end theds
than the year's earnings from rice exporis.

¢

There was also an expension of touwrism in Singspore but heve the main
development was in the further strengthening of the eountry's role as a finspeial

centre. Move foreign banks wevre permitted Lo set up branches and ﬂpgag@ in
"off-shore” oper-tions and 10 of the est-blished insbitutions were encouraged

to issue certificates of deposit denomineted in Bingapore currency. Banking
a@tivi@y also incressed in volume in Kuwalt and Lebanon as & result of the upsurge
in petroleum receipts in the regicn. Bub political and militsry developments
tended to ke@p tourists awey from E Middle Bast and several couwntries reported
reducad receipbs from this souvce.

<

Another current account flow that inceressed conei
1973 was the payment of investment income. Thig rise is related ’
ownership of some of the export industriss in the devel @plﬂﬁ @mux@?i
participation in the general upsirge in earnings. ing -
the 32 developing ecuntries that had submitbed 1973 hai@m,@~mﬁ-3%ﬂ
to the Internationsl Monetaxy Eﬂﬂﬁ by the end of April 19Tk, the emount
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indebtedness was slightly less than the $2.3 billion recowded in 1972. By far

the largest net borrvowing snd the largest net increase compared with 1972 was that
of Brazil which drew $1.17 billion in new loans and repaid $0.35 biliien. On- a
much smaller scale there were also increases in the net borrowing of Burma, Jamaics
end Nicarsgus. The net borrowing of Pakisben and the Republic of Kores was st much
the sawe high level as in 1972 - $0.16 billion and $0.23 billion, respectively.

The other nctable changes were all reductions from the 1972 level of net
borrowing ~ by Iran {down to $0.30 billion] and Colowbia (down to $0.12 billion)
and on e swaller scale by Eeusdor, Moroccoe and the Philippines.

The movement of private long-term capital was wmore volatile. After doubling
between 1971 and 1972 the net inflow incrzased by only 10 per cent in 1973. This
reflects offsetting changes. Theze was a major expansion in the flow of private
funds to Mexico {(which reached SL.2 billion in 1973) but a reduction in the flow
to most other Latin American ccunt?ie89 including Brazil, which nevertheless
still absorbed the largest amount (almost $1.3 billiom in 1973). And there were
similar contrary changes in the flow of private loans to Asia where increases to
Iran, Pakistan and Singapore alwmost comterbslanced reducticns to Malaysis, the
Republic of Korea and Thailand whence there was a sizable net reflux.

Thus, the total net inflow of new capital into this group of countries,
following a sharp (30 per cent) expansion in 1972 rose by a modest 8 per cent
in 1973, approaching $7 billion. The first three years of the 1970s have seen
a steady amount of government borrowing ($2.2 billion a year) accompenied by a steey
rise in privete flows, botm Tor direct investmént and, even wore, in the form of
10ngm%efm.1©aﬂ@g , '

Pert of the inevease in private capital flows to the developing countries
represents the results of more extensive operations on the Buro-currency market.
The total of the publicly adnounced credits negotiated on this merket by 13 of
the 32 developing countries listed in tsble IV-1h veached $3.7 billion in 1973. 3/
A similar sum was negotiated by 15 other developing countyries for which no 1973
balance of payments data are yet available. These include Algerisa (cweﬁxﬁs
totalling $1.35 billion), Peru ($0.73 billion), Indonesia ($0.48 billion), Zaire
($0.29 Billion), Panema ($0.25 billion). Abwu Dhebi {$0.21 bi 1L3©n)5 &aﬂb1a
{$0.15 villion), and Dubai snd Hong Kong {$0.12 billion esch}. The list of
countries using this merket was lengthened further in the first gquarter of 197h
when Egypt and the Sudan negotiated their first credits of this nature.

Though it is not known what proportion of all Buro-currency credits these
publicized smounts represent or how the negotiated sums are actuslly drawn on, it
is cleay that this market has become a majﬂv gource of funds for the developing
countries. - Though the term of these loans is short by development assistence
standsvds (few have waturities beyond 15 years) it is within the range normally
associgted with conventional bank lending. And though interest rates are high
against the background of recent history (they are often denominsted in terms of
a margin over an interbank lending rate, subject to periodic adjustment), they seem
more moderste in relation to the rate at which prices have been rising in the
period under review.

B v S

3/ ks reported by the World Bauk.

V=16



- Binece it is likely that much of the money flowing into the petroleum-exporting
eountries at o greatly accelerated pace in the immediate future will be deployed on
"~ the Buro-currency market, the remainder of the developing countries will almost
certbinly be obtaining s larger proportion of their external funds from this source.
Despite its widening use, howévér, there are still meny developing countries -
especially among the smaller and less developed and hence less credit-worthy -

- that will not have access to it. Significance therefore sttaches to the fact that

T oupmegmass

in the recent borrowing by the Sudan, the loan was guaranteed by the Saudi Arabian
Monetary Authority. A gusrantee system of thie nature would ensure that the
recycling function that the Furo-currency market is expected to perform does not
unnecessarily exclude some of the weaker developing countries.

Changes in international reserves

 The first three years of the 1970s have seen a rapid upswing in the

international liquidity of the developing countries and, as a result of the great
expansion in export earnings, 1973 brought an acceleration in this process. In
terms of United States dollars, the combined reserves of the developing countries
inereased by $5.0 billion in 1971, $8.7 billion in 1972 and $11.6 billion in
1973, &j This expansion vaised the developing country share of world reserves
fyom 18 per cent at the end of 1971 to 2L per cent at the end of 1973. And it
raised the ratio-of reserves to imports (of the preceding year) from 43 per cent
in 1970 to 75 percent in 1973.

A1l but 18 per cent of the developing countries increased their reserves in
dollar terms in the course of 1973; a third incressed them by over 40 per cent
and a £ifth by over 60 per cent (see table IV-16). The aversge gain was
37 per cent - 33 per cent for the major petroleum exporters and 40 per cent for
the rest of the developing countries. 5/ Compared with the position at the end
of 1970, the petroleum exporters had slmost trebled their reserves and the others
had more than doubled theirs. Measured in terms of imports, the reserves of the
pebroleum exporters had risen from seven months’ equivalent to over 12, and those
of the remaining developing countries from rather less than five months' to almost
eight.

Apart from the Libyasn Arab Republic 5/ and Trinidad and Tobago, all the
ecountries whose reserves declined in 1973 had pascive trade balances for the year,
They include a group of Central Awerican and Caribbean countries (E1l Salvador,
‘Guyana, Heiti and Jemsica), Mauritius, and a group of Central and West African
eountries (Chad, the Congo and Senegal), and the Republic of Viet-Ham.

At the other end of the scele, the countries that increased their reserves
most (over 60 per cent) in 1973 almost all enlerged a trade surplus, as in the
case of Argentina, Colombia, FEeuador and Parsguay in Latin America, Burme, Irag
and the Philippines in Asia, and Egypt, Ethiopia, Gabon and Ghana in Africa.

4/ In terms of SDR, the increments were 3.1 in 1971, 8.1 in 1972 and 6.6 in
1973. The great bulk of developing country reserves (about 85 per cent in 1973)
iz in the form of foreign exchange.

v 5/ The smaller gain of the petroleum exporters reflects. the deliberate
running down of reserves by the Libyan Arab Republic. The reserves of the rest
of this group rose by 55 per cent in 1973.
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There were a few that reduced s trade deficit, however (2s in the case of Malewi,
Rwanda and the Syrian Arab Republic) and & few ip vhich the gain in reserves was
relsted n@t to the course of merchandise trade but rather to copital trenssetions.
This.was the cese in Algeria and’ Paqutan vhose international Ezgilﬁl%y wag
improved by'borr©w1ng

1h1$ serves to emphasize an lmpﬁrtamt caveat in the interpretetion of Ghﬁ@g@
in reserves. These reflect pot only movements in the bﬁlamﬁe of trade or ewen
in the balance on goods and services but also the inflow of finencisgl ?@SGUKGG@
and their translation into 1mporbsa_ Not many devei@plng @OUHTTIQQ can financed
their dpvelogment needs from abroad enthe¢y from The pr@ﬁeeds of their: @xp@r@5$
Borrowing by Gove nments or with governme .t guarantee has 4 - fadt risen rapidly”
in recent years and by the beginning of 973 it was approaching e developing
country totel of $93 billion. Though the rate of inecresse in.official reserves.
bas been faster than that of external debt in the 19705, as the Tormér amounted
to only a fourth of the latter at the beginning of the Aecade the difference has
continued to widen in sbsoluté terms. Lo

Though the extraordinary rise in export earnings in 1973 undoubtedly reduced
the burden of s servicing this external debt, it had already reached: economically
embarrassing’ proportions in a number of cahnt xies.  In 1972, peyments of interest
and amortization of capitel pre-empted over 10 per cent of the earnings derived.
by about a third of the developing countries. from their exports of goods and
services. And in a few countries - including Afghanisten, Argentina, Egypt, -
India, Mexico, Pakistan and Uruguay - debt servicing absorbed over a fifth of all
foreign exchange earnings (see table IV-1T).

The inflexibility introduced inte the payments position of so many developing
countries by a large external debt could prove particular?y troublesome in the
period lying immediately shead. The siowing down in the inerease in demand in
the developed narket economies, vhich, as iidicated ipchapter II, promises to be
extremely sharp in 1974, will have a lePgt impect on the markets for most of the
prlmary pvodueus thet provide the developing countries with the bulk of their
export earnings. This will be happening at a time when production, stimulated by
the high 1973 prices, is likely 4o be appreciably greater. The result could be
a marked decline in the prices of bagsic commodities entering world trade. Such a
decline is unlikely to extend to most manufactured goods, however, for these are
still ebsorbing the higher-cost materials of 1973 and will increasingly have to
bear the cost of higher wages, negotiated in the Gight of the inflationary trends
of last Y@argy Thrs the developing countries may well be foc=d with a shavp.
deterioriation in cheir terms of trade in 197kL.

" In the face of this, moreover, there will be the considerzble burden of
hlgher petroleum costs, Unless‘special pricing arrangements are made - something
that appears very unllkelv at this stage ~ the developing ¢ountries that import
petroleum will have to pay the developing countries that exnork it an additional
amount of the order of $10 billion inm 19Th. &/ Such en increment in import costs

6/ This assumes that developing country imports of crude petroleum for
?QHSHMPtlon will be somewhat less than 2 billion barrels snd that the avervage.
price will increase from under $3 a barrel to about $8, :



would use up the bulk of the $13.4 billion gain in official reserves that the
petroleum-importing developing countries have achieved in the past two years. The
extent to which these countries are likely to be able to economize in energy
consumption and substitute other fuels for petroleum differs considerably from
case to case, ag does theiv vulnerability to changes in the price relationships
among other goods.

It is clear, however., that 1974 and 1975 will see a major redistribution of
reserves and purchasing power among the developing countries. Since many of the
developed market economies are also likely to be under balance-of-payments pressure
as & result of the increase in petroleum prices, the normal sources of international
financial accommodation will probably be severely strained. As far as the
developing countries are concerned, the key role will be played by IMF. As a result
of the upsurge in export earnings, developing country transactions with the Fund
swung from net drawings of $347 million in 1972 to net repayments of $228 million
in 1973: all regions borrowed less and all except Africa repaid more., This has
placed the Fund in a favourable position to provide balance-of-payments support
in 1974 and 1975. However, the sums involved are likely to be much above the
normal level and the effect of the rise in petroleum prices - unlike the impact of
"other commodity price changes - is likely to be a permanent increase in import
costs. It is because on both grounds the ordinary accommodation offered by the
Fund is likely to be inadequate that steps are being taken to create a new
"pridging facility" that would not only dispose of sufficient resources but would
also be able to lend for a longer period than is normally appropriate in order to
compensate for swings in +the balance of payments. In addition, ag indicated in
chapter II, the United Nations General Assembly has recommended the establishment
of a special fund to assist those developing countries that are experiencing
particular difficulty in adjusting to the new price relationships.

Iv-19



Table IV-1. Developing countries: growth of
total production, 1971-1973 a/

{Percentage)

Change from preceding yesar

. thntry group 1971 972 1973 b/
Developing countries, total . . . . . 5.6 5.2 | 7.2
Western hemisphere . . . S ... 6.5 6.3 T.b
Africa T I ‘ Sfo L.3
West Asia .. . ... ... ... 1L 10.4 1Lk
u S6ﬁthern and south-eastern Asia . . 3.9 2.5 ' T.1

i Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics

and Yearbook of National Accounts Statistics; "Survey of Economic Conditions in
Africa, 1973, Summary" (E/CN.1k/621/Summary); “Economic Survey of Asia and the
Far East, 1973, Part Two" (preliminary version) (E/CN.11/1.385/B); Food and
Agriculture Organization of the United Nations, Monthly Bulletin of Agricultural
Economics end Statistics (Rome); information supplied by the United States
PDepartment of Agriculture, and national sources,

a/ Measured at constent market prices.

b/ Preliminary.
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Teble IV=-2, Selected devélGﬁing countries: growth of
argicultural production, 1971-1973

Change from preceding yearg/
Area and country - N b/
1971 1972 1973~
Total  Food®! Total Fooa Total  Food!
Western hemisphere 2.5 0.8 0.8 -0.8 L8 - 6.2
Argenting bk -2.6 ~5.5 -5.3 7.1 7.7
Bolivia 3.5 2.7 0.9 -2,T 9.5 5.2
Brazil 6.2 1.5 3.0 2,1 3.6 7.8
Chile 0.8 1.6 -11.4 ~11.9 ~10.2 -9.9
Colombia 0.8 " 3.9 6.9 3.7 L.y 2.9
Costa Riea - 6.5 5.9 4.5 6.5 6.8 6.1
Dominican Republic 7.0 8.3 3.8 2.2 1.5 0.7
Feuador 2.9 L,k 0.0 2,2 2.9 0.7
El Salvador 12.0 k.9 -11.3 -8.h L.8 16.0
Guatemala, 12.9 8.9 2.8 -2.6 T.1 8.9
Guyana 5.7 5.7 -1h4,3 -1k4.3 -14,5 -15.6
Haiti -1.1 k.o 3.2 2.9 S 2.1 0.0
Honduras 12.5 13.1 b2 -8.3 5.5 8.9
Jamaica k.s 3.5 1.1 2.3 -5.6 ~5.6
Mexico 3.7 3.4 -3.0 =h,1 5.1 7.3
Nicaragua : 10.4 5,5 6.7 -7.6 12.5 7.6
Panama o L.6 3.8 -3.0 -3.0 5.9 5.8
Paragusy . -16.0 ~16.0 . 3.9 - 1.0 =1.0
Peru ‘ - 2.5 -3.8 -5.0 2.9 k,2
Trinidad and Tobago -6.2 ~4,2 8.1 6.1 ~15.2 -1%.3
Uruguay . -17.4 =7.0 -5.6 -5.2 1.2 3.2
Veneguels -0.7 -1.b 3.4 2.7 2.7 2.0
Africa A L.3 5.2 1.7 0.3 -2.h -1.6
Algeria - -3.8 -2.9 -3.0 -3.9 =5.1 5.1
Angola 3.3 - -3.3 -5.3 5.6 8.5
Burundi 3.9 3.1 -3.1 -1.6 1.6 1.6
Dahomey 3.k 3.k 1.7 1.7 1.6 1.6
Egypt 3.4 5.0 0.9 - 4.8 5.6
Ethiopia 2.5 2.5 0.8 0.8 =5.8 -5.8
Ghana 6.4 6.h 0.9 0.9 0.9 0.9
Guinea 1.6 2.4 -1.6 -2,k 0.8 1.6
“Ivory Coast 9.5 7.k 2.5 2.0 -5.3 -6.3 -
Kenya - 1.7 10.3 3.3 =0.7 -3.3

(Table continued on following page)
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oo Change from- preceding yeafﬁf - s
ot B XY - RN T g
Avea and country e V%??ffu S B 1972 o/ L9t é/
‘ . Total Food= Total Food= Total Foold—~
Southern and south-eastern Asia
{continued)

Pakistan =0,6 =5.0 0.6 R 3.7 6.2
Philippines 5.1 5.1 3.7 -2.9 9.6 8.8
Republic of Korea - 0.8 5.2 2.3 0.7 1.5
Républic of Viet-Nam 8.9 8.5 - 0.8 1.7 1.7
Sri Lanke . ‘ ' 3.1 7.8 ~5,5 ~9.9 b1 =71
Thailand 2.8 2.1 =5,0 -8.5 16.8 18.9
Total : 2.h 1.6 ~1.6 -2.h 5,6 6.4

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, Monthly Bulletin. of Agricultural Economics and Stetistics {Rome ),
gnd information supplied by the United States Department of Agriculture.

“a/ Year-to-year changes with the larger of each pair of figures as denominabor.
b/ Preliwminary.

¢/ Food covers the following commodity groups: cereals, starchy roots, sugar,
pulses, edible oil crops, nuts, fruit, vegetables, wine, cocoa, livestock and
livestock products. ‘
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Table IV-3, Developing countries: changes in industrial production, 1970-1973

Perceéntage chenge from corresponding cvortion of previous year in

z - Industry Mining Manufacturing
Reglong .2 : Total Light Heavy Tood Tex- Chemi- Basic
year and. qu&rter _ } til@s cals mgtalﬁ
All develowing countries
1971 @ ’i:.' b e a PR ° » e X 702 6eT 8@2 ?EO 9@2\5‘ 3499 ésg 85\5 T’"’B
.1972 . ;'3 e e o s s . . - B 6,3 8.8 6,6 11.1 6.7 8.8 9.9 10.9
1973, first quarter . .  10.3 11,9 10.2 8.3 12.3 6,0 11.0 10.6 5.9
second quarter . . 10.9 8.8 12.,0.10.7 12.7 22.0 8.1 6.7 3.7
third gquarter . . 11.3 15.6 10.1 9.9 11.6 18.1 5.9 8.5 3.0

Southern and south-sastern
As;a

9TL e voe v v v v o . B5 134 6.7 6.6 6.3 T.h WA B0 -3.2
1972 . v o v v . v .. 101 11.9 8.8 6.9 11.3 6.2 10.6-11.7 12.5
1973, first quarter . . . 12.2 17.5 10.0 10.0 9.6 3.8 18,1 1.h 0.6
second quarter ih,9 19,8 12.6 9.0 1T.1 22.k 13.8 LT 1.3
third quarter 11.7 23.7 5.7 0.6 12,2 0.7 7.8 7.8 0.6

Source: Centre for Development Pleuning, Projections and Policies of the
United Netions Secretariat, based on United Nations, Mopthly Bullebin of Statistics
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a/

Table IV-4. Selected developing countries: indicated changes in gross domestic product,~ 1973
(Percentage) : :
... b/
Countries=— whose rates of growth were
More than 10 Between 8.0 Between 6.0 Between 5.0 Between 3.0 Less than Negative
per cent and and . and and 2.9
9.9 per cent 7.9 per cent 5.9 per cent 4.9 per cent per cent
Saudi Arebia  Guinea Guatemala Congo Argentina Egypt Niger
Republic of _Philippines Equatorial Panama, Rwanda Tunisia Guyans
Korea Malawi Guinea Nigeria Mozambique United Kuwait
Qatar Dominican Togo Haiti Sudan Republic of Mali
Botswana Republic Colombia Paraguay Liberia Camercon Nepal
Iran Venezuela Mexico Kenya Nemibia Nicaragus  Chile
Iraq Thailand Fiji Bolivia El Salvador Chad " Jordan
Ecuador Upper Volta Indonesia Peru Israel Morocco Khmer Republic
Brazil Hong Kong Zaire Angola Swaziland Sri Lanka Senegal
Gabon Mauritania Algeria Libyan Arab Costa Rica Republic of
Mauritius Malaysia Pakistan 'Republic Trinidad and Viet-Nam
© Lesotho Southern Ivory Coast Tobago Ethiopia
Singapore Rhodesia Burna Somalisg, Sierra Leone
Bangladesh Gambia United Uganda
Indisg Oman Republic of Uruguay
Tanzania Madagascar
Burundi Dahonmey
Honduras Bahrain
Central
African
Republic
Ghans
Jamaica

{Source and foot-notes on following page)



(Source and foot-notes to table IV-4)

Source: As for table IV-1l.

&/ Based on preliminary official estimstes of the national accounts or
"indicators" derived from official or semi-official statistics of productionm,
trade and transport. Where indicators were used, changes in gross domestic product
reflect changes, in real terms, in the output of all the items of goods and
services for which data were obtainable, combined with weights derived from
national accounts of 19T2. The indicated changes are necessarily tentative, being
prepared in April 1974 and based 'in some cases on less than a full yesr's figure
for some of the components of the gross. domestlc product. ) :

b/ Countries are arranged in descendlng order of rates of growth
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Developing countries: distribution in accordance with

- Teble IV-5.
changes in food production a/

Countries b/ experiencing ‘
An increase between A reduction between
1972 and 1973 1972 and 1973
After an in- After a de- After an in- - After a de-
crease in 1972 cline in 1972 crease in 1972 cline in 1972

[tem”

V. Countries in
which per capita
food production
increaszd in -

1961-1971 .Costa Rica Nicaragua Lebanon Sri Lanka
: Malaysisa’ Paname, Syrian Arab
Ivory Coast Mexico Republic
Pakistan Hondypras Israel
Brazil Guatenals Zambia
Republic of Thailand Jordan
Korea El Salvedor Malawi
Rwanda Philippines Southern
Iran India Rhodesia
Ecuador Niger Sudan
Venezuela Argentina Morocco
United Republic Uganda
of Cameroon - Madagascar
Ethiopia
E. Countries in
which per cevita
focd produation
deciined in
19831971 " Colombia Indonesia Kenya Chile o
Dominican Burundi United Khmer Republic
Republic Senegal Republie of Sierra Leone
Egypt Togo Tenzania Guyana
Republic of Angolia Higeria Mali
Viet=Naw Tunisia Ghana Algeria
Zaire Bolivia Libyan Arab
Dahomey Peru Repuvlic
Liberia Guinea Iraq
Upper Volta Burma Jamaica,
Haiti Uruguey Paraguay
Bangladesh Trinidad and
Tobago

Source:

Centre for Development Planning, Projections and Policies of the United
Nations Secretariat, based on Fcod and Agriculture Organization of the United Natioms,

Nations, Monthly Bulletin of Agricultural Economics and Statistics (Rome),

information supplied by the United States Department of Agriculture, and national

sources.

spices.

a/ Food is defined as all edible agricultural output other than coffee, tea and

b/ Within each group, countries are listed in descending order of the average
annual rate of increase in food production, 1961-1971.
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Table IV-6. Developing countries: oprice indices of basic commodities, 1972-1973
(1970 = 100) -

Item - oo a972 quafters 1973 gquarters
~ First Second Third Fourth First Second Third Fourth .

Export_categories a/

Food-stuffs « « « « » « - o 104 108 116 118 13k 154 168 172

Other. agricultural L
commodities . . . . . . . 110 113 111 117 136 157 8L 203

Minerals . . . .. .. .. 129 13 131 129  13% 146 160 238
Total primery commodities 11b 116 119 121 13k 151 167 202
Non-ferrous metels . . . . 87 87 83 81 95 113 135  1bo

Import category

Developed market economy '
manufactures . . . . . . 11b 115 115 115 21 131 1ko  1ko

Terms of exchange between
primary commodities and C
manufactures . . . » . 100 101 103 . 105 111 115 119 1bkb

Source: Centre for Development Planning, Projections and Policies of the )
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics.
March 1973 and 197L.

a/ Weighted in accordance with the composition of developing country trade in
1963. "
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Table IV-T7. Developing countries: distribution of changes in foreign trade, §/ 1973 E/

c?i?iigin Countries g/ in which, in relgtion to the change in the preceding interval, the change
irade from between 1972 and 1973 represents
pre;::;ng Number of countries Continuation Deceleration Acceleration Reversal
(Percentage) Exports Imports Exports Tmports Exports Tmports Exports Tmports Exports Imports
Decline b 8 . Western Burma Bahemas Senegal Western
Samoa Burma Somalia Samos
Madagascar Rwanda
Zambia
Trinided
and
Tobago
Burundi
Increase of 6 : 9 Trinidad Burundi Niger Panarnes, Argentina Guyana Republic
less than and Jamaicsa Togo of
10.0 Tobago Togo Malawi ; Viet=
Jamaica ‘ Nem
Liberia Egypt
Uganda
Increase of 11 9 United Fiji Jordan Jordan Fiji Costa Haiti Kenya
10.0-=19.9 Republic Panaua Niger United Uganda Rica Colombia
of Sierrs Republic Honduras Guyana
Tonzania Leone of Liberia Ethiopia
' Camercon Barbados
Peru
Increase of 14 18 Costa Rica Mauritius  Senegel Indis Barbados Sri Lanka Nigeria
20,0-29.9 Kuwait Gambia Malawi Kuwait Sri Lanksa
' El Salvador Tunisia Madagascar Thailand Gambia
Moroeco Dominican Sudan Syrian Chile
Republic Arab ) Angola
Bahamas Republic Brunei
Peru
Haiti
United
Republic
- of
Tanzania
Venezuels
Irag

(Table continued on following page)



Teble IV-T (continued)

Change in Countries c/ in which, in relation to the change in the preceding interval, the change
foreign - bet 1972 and 197 t ’
trede from etween 1972 and 1973 represents
pre;::;ng Number of countries Continuation Deceleration Acceleration ] Reversal
(Percentage) Exports Imports Exports Imports Exports Imports Exports Imports  Exports Imports
Increase of Bolivia
20.0-29.9 Philippines
(continued) ,
Increase of 13 15 Martinique Tunisia Mauritius Mexico Mexico Rwanda Honduras
30,0-39.9 Nicaragus Guatemala Guadeloupe Libyan India
Syrian El Salvador Aradb Sudan
Arab Somalisa Republic  Pakistan
Republic Hong Kong
. Ghana, Sierra leone
Israel Guatemala
Angola Dominican
Pakistan Republie
Bolivia Morocco
Egypt
Increase of 15 1k Algeria Saudi Ethiopia  Brazil Chile Ghana,
%0.0-59.9 Arabia Paragusy Iran Uruguay
Libyan Thailand Algeria
Arab Brazil Réunion
Republic Hong Kong Singapore
Venezuela Malaysia
Zambia, Martinique
Ivory Nicaragua
Coast Israel
Nigeria Paraguay
Argentina
Kenya
Uruguay
Yemen
Increase of 16 6 © Papua Brunei Indonesia  Philippines
60.0 and and Ecuador Ivory Guadeloupe
over New Papus and Coast Iran
Guines New Ecuador
Guinea

(Table continued on following nace)



Table IV-T (continued)

Change in Countries c/ in which, in relation to the change in the preceding interval, the change
foreign - between 1972 and 1973 represents
trade from
pré;::;ng Number of countries Continuation Deceleration Acceleration Reversal
{Percentage) Exports Imports Exports Tmports Exports Imports Exports Imports Exports Imports
Increase of Saudi Republic
60.0 and Arsbia of Korea
over Singapore Yemen
(continued) .}Republlc ,
' ' “of Koresa
‘Indonesia
- Iran ..
- United
Republic
of
Cameroon
Réunion
. Malaysia
" Republic
of Viet-
Nam
- Colombia
Total 79 79 8 3 13 12 L7 L2 B § 22
Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on United

Netions, Monthly Bulletin of Statistics; Intermational Monetary Fund, International Financial Statistics (Washington, D.C.),

and national sources.

_/ Exports are priced f.o.b. and 1mports c.i.f.

b/ Preliminary.

: E/ Countries are llsted in ascending order of aceeleratlon as measured by the dlfference between the percentage increase
between 1971 and 1972 and the percentage:increase. between 1972 and 1973, . : S . -
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Table IV-8. Developing countries: changes in exports and imports, 1971-1973

Exports f.0.b. . Twports e.i.f.

Change between Change between
Region 1971 and 1972 1972 and 1973 ' 1971 and 1072 1972 and 1973
Billions Percent- Billions Percent- Billions Percent- Billions Percent-
of dellars age of dollars age of dollars age of dollars age
Developing
countries . . . 12.1 19 32.8 L 7.3 11 23.3 32
Western v
hemisphere ., . 2.7 15 T.7 37 2.2 11 6.k 27
Africa . . . . . 2,1 16 k.9 33 1.2 9 2.7 20
West Asia . . ., 3.5 23 9.8 52 1.3 16 3.6 36
Southern and
south-eastern
Asia . . . . . 3.8 23 10.4 50 2.5 11 10.5 k3

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on International Monetary Fund, International Financial Statistics (Washington, D.C.).




Table IV-9. Developed market economies: changes in major categories
_of exports to developing countries, flrsc half 1972~
first half 1973

Exports to o ' ‘ :
developing Percentage increase between first half
countries, 1972 and first half 1973 in exports to
first half — - -
1973 A11
: (millions developing Western
Category of dollars) countries  hemisphere Africa  Asia
Total &/ « « « « o . . . 32,375 32 19 28 Lk
Food-stuffs . . . . . . 3,l13 hg 36 L5 L9
Raw materisls . . . . . 673 1k 10 34 6
Fuelz . . o « ¢ & « o . 279 9 20 b1 -18
Manufactures . . . . . . 26,099 30 16 27 L1
Machinery, transport
eguipment and
steel . . . . . ., 16,397 31 18 29 L2
Others . . .« .« . . . . 9,703 27 1k 22 Lo

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, Lased on data from the Statistical Office of the United
Nations,

a/ Exports from Australia, Belgium-Luxembourg, Canada, Denmark, Finland,
France, Federal Republic of Germany, Greece, Italy, Japan, the Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland, the United Klngdoma the United States and.
Yugoslavia. In 1972 these countries accounted for about 70 per cent of all exports
to developlng countries.
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Table IV-10.

Developlng countries:

~in money supply, a/ 1973

dlstrlbaflon of changes

Change in money Number of

Countries b/ in which, in-relation to-the trend during
the precedlng year, the trend registered during 1973

supply from countries
precedlng year . ‘ . represent.s
(percentage) Continuation Deceleration Acceleration Reversal
Decline L Togo Libyan Arab
’ Republic .
Trinidad and
Tobago
Dahomey
Less than 6 3 Zaire
Afghanistan
Senegal
6.0~9.9 ‘ 5 Pakistan Chad
: ' Sri Lanka :
Madagascar
Tunisia
10.0-14,9 , L Guyana Ivory Coast
: ~ Republic of
Viét-Nam
_ . . Congo - -
15.0-19.9 1k El Salvador Ghana Dominican Burundi
S Mexico " ' Singapore Republic ‘
Venezuela Somalia United Republic
Morocco Haiti of Tanzanla
Lebanon India ‘
o . Zambia
20.0-29.9 - 2L Gabon ' Mauritius ~ Thailand
Syrian Arab  Panama Egypt
Republic Iran Iraq
Sudan Kuwait Mali
Philippines Sierra Leone
Llgerin Cuatemals

Costa Rica

Kenya

Nigeria-

Honduras

Jordan

Jameica

United Republic
of Cameroon

Niger

Ethiopia

(Table continued on following page)
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Table IV=10 (continued)

Countries b/ in which, in relation to the trend during

hange in money Number of the preceding year, the trend registered during 1973,

supply from countries
wweceding year R — represents
{percentage) Continuation Deceleration Acceleration Reversal
30.0.and over . 16 Republic . | Colombia . Rwanda
: of Korea Malaysia
Peru Mauritania
Saudi Arabia o Bolivia
Indonesia Nicaragua
Paraguay
Ecuador
Upper Volta
Malawi
Argentina
Gambia
Total 70 13 18 34 : 5

- o

Source: Centre for;Development Planning, Projections and Policies of the
United Natlons Secretariat, based on the International Monetary Fund, International
Finandial Statistics (Washlngton, D.C.). :

af Money supply is measured by the liabilities of the monetary system to the
domestic private sector in respect of currency and demand deposits. .

b/ Countries are listed in ascending order: of the degree of acceleration as
measured by the difference between the percentage increase in 1972 and 1973.
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Table IV-11. Developing countries:. source of change
in money supply, 1972 and 1973

Percentage of éouﬁtries b/ in which the order of
importance of the indicated factor in changing
the supply of money in )

Directicn of change and o 1972 was | 1973 was
causative factor a/ First Second Third First Se¢qnd Third
Expansion : \
Foreign assets (net) . , . . . 32 30 1k 25 30 18
Claims on government {net) . . 26 29 18 1k 38 2L
Claims on private sector . . . Ukl 3k 13 62 25 L
Contraction »
Foreign assets (net) , . . . . 23 1 - 25 1 -
Claims on government {net) . . 24 3 - 21 3. -
Claims on private sector . . . = 6 b - s 1 -

Source: Ceéntre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on’ Internatlonal Monetarv Fund Internatlonal
Finsncial Statistics (Washlngton D.C.).

a/ Based on the eonsolldated aecounts of the monetary esuthorities and dep031t
banks ., : ]

b/ -For list of countries, see table IV-T.
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Table IV-12. Seleéted developing countries: changes in
‘ consumer prices, 1971-1973

Percentage change

Countryé/ From ﬁreceding year In letest 12 months
" 1971 1972 19739/ Total Food

c/

A. Countries whose rate of inflation was 10 per cent or less in 1973~

1. Experiencing less inflation in 1973 than in 19722j§/

Philippines 23.3 15.7 .1 23.6 32.2
Republic of

Korea 13.5 11.7 3,2 8.7 11.4
Ghana 2.8 1k, 7.k 1.7 -
Congo .1 9.8 .5 2.0 1.2
Togo 6.3 T.7T 3.0° 3.7 6.0
Honduras 2.3 5.2 3.2 L7 3.0
Mozambigue 15.7 7.1 5.4 10.4 1.7
Nigeria 13.5 2.9 1.6 9.9 9.5
Afghanistan 25.6 -12.5 -10.2 15.5 oso

2. Dxperiencing a similar rate of inflation in 1972 and 19733/
Central African ‘ : :

Republic 8.9 7.2 6.2 3.7 3.1
Mauritania 7.6 8.2 7.2 . 7.2 10.8
Trag 3.6 5.2 k.9 T.0 i2.2
Southern Rhodesia 3.0 2.9 3.1 2.8 2.9
Morocco h.,2 3.7 L1 10.5 1.6
Madagascar 5.4 5.7 6.1 10.3 13.3
Lebanon 1.6 k.o 5.k 10.7 19.0
Zambia 6.0 5.3 5.8 8.1 9.2
Gabon 3.h 4.8 5.8 8.5 7.3

3. Experiencing a higher rate-of inflation in 1973 than in 19729/
Malawi 81 3.8 5.1 8.5 11.h
Chad 6.0 2.9 4.3 5.0 7.3
Venezuela 3.3 3.0 4. b 5.7 8.8
Peru 6.8 7.2 8.7 12.3 1ik.o
Panams 2.0 5.3 6.9 9.6 17.8
Egypt 3.1 2.1 3.8 6.8 3.9
United Republic '

of Cameroon L.2 8.0 9.7 15.6 10.2
Burundi 3.9 3.8 5.6 7.9 11.9
Tunisia 5.7 2.2 LoL 6.4 11.2
Senegal 2.6 3.5 6.2 11,0 10.9

(Table continuved on following page)
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Table IV-12 (continued)

Percentage ch@nge

Countryg/ .. From preceding year In latest 12 months
1971 1972 1973—/7 Total Food
3. Experiencing g highér‘réte;of inflation in 1973 than in 19722/ (continued)
Sierra Leone -2.3 3.9 6.7 5.9 9.5
Sri Lanka -, 2.7 6.3 © 9.6 1k 20.5
Iran b2 - 6.k 9.8 12.9 10.%
Netherlands . )
Antilles 3.4 %, 1 8.2 13.1 24,7
Guyana 2.0 L.5 8.9 15.2 2h,1
El Salvador 0.3 1.7 6.1 8.9 10.6
Surinam 0.2 3.2 8.0 17.7 27.9
Libyan. Arab
Republic ~2.7 -0.3 6.5 10.0 -6,1
Somalia -0.6 =2.,9 5.1 8.7 13.k
Ivory Coast -0.8 0.3 9.8 15.1 26.6
United’Republic
of Tanzania 3.7 0.2 .7 10.1 6.1
Ethiopia 0.5 ~6.1 8.9 13.0 - 18,7
Kenya 1.9 -10.2 Tk 9.9 9.4
B. Countries whose rate of inflation was more than 10 per cent in 19733/
1. Experiencing less inflation in 1973 than in 19729/
Brazil 20.1 16.5 12.9 13.7 , 17.9
2. Experiencing a similar rate of inflation in 1972 and 19739/
Zaire k.9 1k.3 13.h 26.0 - 54.0
Argentina 34,7 58.5 60.3 k3,7 36.1
Niger k.3 9.7 11.7 10.1 15.1
Fiji 6.5 9.1 11.2 , T.2 7.2
3. Experiencing a higher rate of inflation in l973’than.in,1972£/
Jordan L.2 8.2 10.5 18.h 33.8
Nepal ~2.0 8.k 11.7 17.0 19.8
Paraguay 5.0 9.1 12.8. 1k,1 - 18,
Ecuador 8.4 7.9 12,9 20.5 3.2
Barbados 7.5 1i.8 16.9 26.0 27.7T
Laos 1.3 25.5 30.7 k2.5 41.8
Sudan 1.3 11.8 17.0 19,2 18.2
Trinided and o
Tobago 3.5 9.3 1h.9 2h,3 3b.4
Mexico 3.2 6.4 12.4 22,1 23.8
Israel . 12.0 12.9 16.9 26.4 27.1

(Table continued on followihg page)
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Tatle IV-12 {continued)

Country<

Percentage change

From preceding vear

1971 1972 1973=

b/

In latest 12 months

Total Food

3. Experiencing a higher rate of inflation in 1973 than in 19722j {continued)

Dominican

Republic 2.9 7.8 15.1 i7.2 30.0
Malaysia 1.6 3.1 10.6 18.3 30.8
Thailand 2.0 k.o 11.7 16.5 15.7
Mauritius 0.3 5,4 13.5 28,2 3h.1
Colombia 9.0 1k, 3 23.5 18.1 19.0
India 3.3 6.3 16.8 23.8 26.8
Hong Kong 3.1 6.1 18.0 18.9 25.5
Pakistan b7 8.9 22.6 29.5 33.9
Guatemala -0.5 0.5 ib.h 17.5 25.0
Jamaica 6.7 5.8 19.9 35.1 - 39.7
Liberia 0.2 L.o 19.6 15.h 32.9
Republic of

Viet-Nam 18,2 25.3 bh b 59,2 56.6
Bangladesh 12.h 28,5 bW 39.2 39.7
Syrian Arab ‘

Republic k.o 0.8 20.0 2h .1 2.0
Haiti 10.4 3.2 22.7 19.7 21.2
Bolivia 3.7 6.5 26.7 27.9 29.2
Uganda 15.8 ~3.0 i7.h 30.1 22.1
Uruguay 23.9 76.5 97.0 17.5 77.2
Singapore 1.9 2.1 23.0 32.8 51.6
Indonesia 4.3 6.5 31.1 27.h 28.4
Khmer Republie T1.3 25.5 157.9 256.8 202.3
Chile 20.1 77.8 29k L 528,04 497.3

Source: Centre for Development Plamning, Projections and Policies of the

United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics,
International Monetary Fund, International Financisl Statistics (Washington, D.C.),

and national sources.

a/ Countries are listed in ascending order of the degree of acceleration as
measured by the difference between the percentage increase in 1972 and the
percentage increase in 1973.

b/ Preliminary.

g/ Based on a comparison of year-to-year change in annual averages.

4/ Including countries which experienced a decline in both years.
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Table IV-13.: Developing countries: balance of trade and changes in international 1iquidiﬁyg .971@19?3

2 o Millions .of dollars)
- N v Nst‘changéfin other
Country group Balance of trade a/ Net change in reserves b/ balance of phyments items
1971 1972 1973 ¢/ 1971 1972 1973 ¢/ 971 19727 1973 ¢f
Developing countries, total . s . & 2119 . 2742 1074 ... ... B T voe
Countries reporting meserves* . . = 128 3981 11 k12 L 97T 8197 i1 46k - - L Bhg o hhis 52
Petroleum exporters &/ .. . . 10 Tho 12 héh 21 347 3 370 2 535 3 531 =7 370 =9 929 =17 816
Others .. o o o o o o o s o . . =10612  -B685 -9 935 1607 5662 T 933 12 219 1k 3h5 17 8968
Other-countries .4 & . . 4 . -2 247 -1 039 698 Ve cee o e . v
Western hemisphers; total . . . . -3 606 -3 199 -1 939 e cen .o s e e
Countries rﬂPO?ting’reserves&~o -2 188 -1 688 116 ghs 3 965 5 110 1?5 5 65% L gl
Petroleum exporters e/v . . 5 969 1379 . 2479 L33 288 786 8% =1-09F -1 693
Others £/ . . o . . . ..o w . =3 157 -3 067 -2 363 Léz 3 677 u%w. 3 619, 5 Thl & 687
Others: o o « o v o o o o o o . =1L 418 21513 -2 055 ... oee ces Tk e s
Africa, 0tel o o o .« o . . . . . 200 1 0k8 1753 .ee ee ee vel bes s
Countries reporting reserves, . 520 1 215 2 050 1 319 L3 767 T99 =Th2 -1 283
Petroleum exporters g/ . . . 1908 - 1889 3 3h2 1451 199 30 =457  -1690 -3 312
Othersh/ . . .. ... ... =1388 =67k -1 292 . =132 274 737 256 9h8 2 029
OTRETS . o o & o v 0 0w o o s -320 ~167 -297 el e e ves e oo
Wwest Asia, total . . . . . . . . 617 8 953 15 100 ooe oo cos oy coe oo
Countries reportlng reserves . 5 8h7 7 653 12 800 1925 2362 3 356 -3 922 =5 201 -9 Lbh
Petroleum Pxpcrters i/, . 7 696 g 120 15 298 1 bog 1661 2 k2 -5 287 -7 459 =12 816
Others j/ . s v e e e s . =1 8ho =1 4ET -2 ho8 516 ol BTh 2 365 2 168 3 372
Others aﬁ,tf;sag R 930 1 300 2 300 e .ee oo vee oo oo
Southern and QOUthﬂuE tern Asis, o
total o oo . .. .o 0. 5. . =5 hB0 <hoBO -bo200 oo con oes o5 cos coe
Countries reporting reserves ., -4 051 -3 399 -3 554 - 783 1 397 2216 . - h B34 L T96 WTQ
Indonesia o « o o o ¢ 0 oo b . 167 soq6 228 27 387 233 L =1h0 311
Others &/ . + <+ o o . o . . =4 218 -3 475 -3 782 756, 1010 . 1.983 L' g7k L L85 '%5
ORETE » ¢ o o o o « o « o = o =1 k39 ~661 -6L6 e .l © dee el e cos

Sourée° Centre for Development Planning, Projections and Policies of the United Netioms Secretariat, based on
International Monetary Fund, Internatiomal Pinencisl Statistics {Washington, D.C.); United Nations, Monthly Bulletin @f

Statistics, and nationsl sources.

{Foot-notes on following page)



{(Foot-notes to.table IV-13)

a/ Exports f£.0.b. minus imports c.i.f.
b/ Gold, SDR, @@nvefﬁlble foreign exchange and reserve p@g¢t1@ﬁg in the
International Monetary Fund. :

¢/ Preliminary.

d/ African petroleum exporters, West Asisn petroleum exporters, western
hemlspheze p@tr@leum exp@r@e?sg Indonesia.

e/ Ecuador, V%nezuelaa

£/ MArgentina, Barbados, Bolivia, Brazil, Chile, Colombia, Coste Rica,
Dominican Republic, El Salvador, Guatemala, Guysna, Heiti, Honduras, Jamaice, .
Mexico, Nicaragua, Panama, Paraguay, Peru, Trinidad and Tobago, Uruguay.

gf‘ﬂlgeriag Libyan Areb Republic, Nigerisa.

h/ Burundi, Central Africen Republic, Chad, Congo, Dahomey, Egypt, Ethiopia,
Gabon, Ghana, Ivory Coast, Kenya, Madagascar, Mali, Mauritania, Mesuritius, Morocco,
Niger, Rwands, Senegal, Sierra Leone, Suden, Togo, Tunisia, Uganda, United Republic
of Cemeroon, United Republic of Tanzanis, Upper Volta, Zaire, Zambia; and IMF
special drawing rights and reserve positions only of all other IMF member countries
in Africa. .

i/ Irem, Iraq, Kuwait, Ssudi Arabia.

"Qj Democratic Yemen, Israel, Jordan, Lebaunon, Syrien Arab Republic; and IMF
special drawing rights and reserve positions only of Oman and Yemen,

k/ Afghenistan, Burme, India, Melaysia, Nepsl, Pakistan, Philippines, Republic
of Korea, Republic of Viet-Nem, Singapore, Sri Lanke, Thailend; and IMF special
drewing rights and reserve positions only of Bangladesh, Fiji, XKhmer Republic,

Laos and Western Samos.,

¥ These countries account for approximately 80 per cent of the trade of the
developing countries as a group.
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Table IV-1h. Selected developing countries: receipts of donations
and payments of investment income, 1971-1973 .

(Millions of dollars)

Ceuntr§ k :Recéipts'of umréquited‘%ransfefs " Payments of investment income

1971 - 972 1973a/ 1971 1972 ‘lQTSQf

Western hemisphere

30 20 20 25

Bolivia 5 8 ,
Brazil 6 6 5 Lee 603, . 856
Colombia .. .. .3k 25 .26 187 191 19k
Costa Rica” =~ 5 oo 1 15 0 0 330 37
Ecuador =~ 9 g 19 0 36 31 .35
El Salvador 2 3 3 13 13 - 10
Guatemala 1 - - - b5 L7 L9
Guyana, - . 2 1 ' 1 19 RRETR » 12
Hadbdoso . 6 5 T S o 5
“Honduras "5 S R 26 Ponnkg .30
Jamaica 3 b BT 118 126 129
Mexico - o ‘18 19 788 - gEh 1,035
Nicaragua. 3 b 14 3h 35 37.
Trinidad snd - - ' - 76T 67 -
Tobago = . . : o . =
" Africa
Ethiopia:: R IR & D - L T 21 - 2k
Ghana . e S 207 Tk ok 2l -
Madagascar I _ 46 12 20 13 6
Mauritius ko .6 3 3 3 | 2
Moroeeo 18 167 33 el 64 .68
Somalia 7 10 11 1 1 1
Sudan - T 3 15 21 19
Asia
Burma = 20 - 18 - 13 9 C6 12
Iran 5 5 7 1,32k 1,476 1,817
Khmer Republic 58 109 36 1 - 1
Malaysie. 15 a2 9 162 171 1h7
Pakistan 120 bh L1 76 92 87
Philippines 38 36 586 117 . 136 149
Republic of Kores 6h L 28 119 - 48 180
Republic of Viet~
Nemn 532 566 L62 18 15 15
Singapore : 13 9 7 27 35 Ll
Sri Lanka 18 12 11 23 22 : 17
~ Thailand 38 28 ‘ 24 69 66 16
- Total, b/ :
32 countries— 1,120 1,096 895 3,937 b,383 5,170

(Source end foot-notes anAfoilowing page)
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(Source and foot-notes to table IV-1h)

.

Source: Centre for Development Pié,nning9 Projections and Policies of the
United Nations Secretariat, based on data communicated by the International Monetary
Fund,

a/ Prpllmlnary. A .
b/ These countries, selected on: the basis of data- aV&ll&bllityg aceounted for
Lo per cent of the totel imports of the developlng countrles in 1972.
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Teble IV-15. Selected developing countries: net receipts of
direct investment and long-term capital,:1971-1973

 (Millions of dollars)

Country Net change in direct Net inflow of long-term capital
investment ~ Private General--goverrment

. 1971_ 1972 - 1973a/ 1971. 1972 1973s/ 1971 . 1972 ..1973a/

Western hemisphere

Bolivia 2 =12 L 25 67 9 15 33 T

Brazil 215 365 807 465 1,471 1,216 420 555 822
Colombia L3 17 22 52 6l 22 100 173 116
Costa Rica 22 2k 23 24 2k 8 15 18 3k
Ecuador 157 138 b5 -1k 6 - 11 71 22
El Salvador 7 6 3 -1 1 =5 3 13 17
Guatemala 25 1k 23 16 20 19 19 1L 23
Guyana -56 - -1 T 6 T 11 6 15
Haiti | 3 L 7 - - - = -3
Honduras : 7 1 5 6 L 8 17 10 11
Jamaica , 175 90 135 9 12 - 1k 11 48
Mexico 293 277 314 275 Lksy 15168 59 37 52
Nicaragua 13 9 7 13 5 - 28 16 29 54
Trinidad and 80 81 =26 - -1 -2 1k 20 2h
Tobago :
Africa
Ethiopia 6 9 26 7 7 - 21 b 19
Ghana 31 11 13 1 2 =1 - 3k 31 18
Madagascar 11 2k - - =1 - 9 b 2
Mauritius 1 - - -1 Y -5 -2 1 2
Morocco 16 8 2 7 5 - 86 30 .6
Somalis 2 L 1 - - - .3 1k 23
Sudan =1 - - - -2 - =1L 1k 15
Asin ' .
Burms, - - - - - - 5 7 37
Iran 65 8l 18 33 -2 30 595  L8h 30k
Khmer Republic - - - - - . - -k - -
Melaysia 52 59 k2 1 67 23 37 k1 12
Pakistan 1 16 =3 Q0 6. L8 339 163 155
Philippines -1 =11 - k6 =32 =17 -10 69 148 69
Republic of 56 69 160 238 200 . 165 236 221 231
Kores »
Republic of 2 - 1 B - - 3 15 -
" Viet~Nam ‘ ‘ -
Singapore 116 173 130 13 8 68 26 62 15
Sri Lanka - 1 1 - = - 68 43 25
Thailend . 38 63 68 28 89 -36 15 8 16
Total, 32 . '

countries— 1,'381 1,52k 1,873 1,262‘ 2,l06 2,760 2,239 2,297 2,199

(Source‘and'foot-notes on following page)
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(Source and foot-notes to table IV-15)

: Source: Centre for'Development Planning; Projections and Policies of the
United Nationms Secretarlat based on data communicated by the International Monetary

Fund.

_/ Prellmlnary.
v/ These countries, selected on the basis of data availablllty, aqbounted for
4O per cent of the totel imports of the developing countries 1n 1972.
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Table IV-16. Selected developing countries: changes in
international ligquidity, 1970-1973

' International reserves, b/ Intérnational resetves, b/

| ‘ end 1973 ¢/ end of year, c/
Group and country a/ Millions As percentage as percentage of imports d/
of of reserves at in preceding year
dollars End  Bod -
' 1970 1972 910 - 1973
Total of countries -
listed o« « o+ o 4 . o o o . . 41,338 246 137 43 75
Oil-producing countriessj. . 14,388 291 133 58 10k
Others o o « o o o o « o o » 26,946 227 1ko 39 65 .
Western hemisphere ’ - '
Total « o « o o o 0 o o o« 15,181 289 16 L2 83
0il-producing countrieszj. . 2,661 21 1k2 54 97
Others . « « + o « o & o » o 12,520 302 147 40 81
Avgentina e s e e e 1,318 196 283 43 69
Bolivia . & o« o o o o o « & T2 157 - 120 28 : 39
Brazil « o v o o 0 b o0 0 . . 6,417 5kl 153 52 13k
Colombia « « o « o ¢ o o o & 534 259 16k - 30 6l
Costa Rica . . o« s s s o o L2 263 . 108 T i1
Dominican Republic . . . . . 88 275 19 13 2k
Ecuador . o o ¢ o o o o o & 2k1 290, 169 3B 76
El Salvador . . o o & a 62 98 - 76 30 22
Guatemale . o . . 4 0 ., . 212 272 157 3L 65
GUYEHA o o o o « o o o o o+ & 1k 70 38 17 10
Haitdi o o o o 0 0 0 0 0 a . 1T kes oh - 11 27
Honduras « o o .o » o o o o o 42 210 120 1 22
Jamaics . . . . . e o6 o s o 128 92 80, 31 21
Mexico « + o ¢« o ¢ o » ou . 1,356 182 117 36 46
Nicaragua T 117 - 239  1k46 28 sk
PAnama « o « s o o« 5 o . . o 1,212 399 129 1103 275
PaTagUAY o o o o o o 2.0 » o 57 317 184 22 69 .
PETU « o ¢ o o s o v o o o o 551 168 120 5 70
Trinidad and Tobago . . . . k49 11k 8h 9 7
UrUgUBY o ¢ ¢ « o o & o o & 232 133 117 89 12h
Venezuela . . « « o .« . . . 2,420 237 140 - 56 99
Asia | ‘ | , |
TotBl « o « o o o« o o = o o 19,300 264 1k 39 - 1T
0il producing countries®. . T,89% 466 152 b1 118

Others « « » o o o o o o . . 11,496 204 ° 134 39 62

(Table continued on following page)
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Table IV-16 (continued)

International rpservesg b/ ‘International reserves, b/

o end 1973 .¢c/ end of year, c/
Group and country a/ Millions As percentage as percentage of imports a/
- : of.l. of reserves at in preceding year
dollars End "~ End
' 1970 1972 1970 1973
\sia (continued)
Afghanisten . . . . . . . 61 130 107 L3 5k
BUrBE & v o o 0 4 0 . . . 100 106 192 5T . Th
Democratic Yemen . . . . . 78 132 116 27 \ 52
India . . . . . . . . « & 1,175 117 100 L6 - \ 52
Indonesia . . . . . . . . 807 504 141 20 55
Ian o o o o o 0 0 o 4 . . 1,228 590 128 1k 51
Irag o v v o o b e o o o s 1,482 321 190 105 208
Israel & o o o o o o o o . 1,815 Lok 1ho 34 ‘ 92
Jorden . . . .. ... ., 312 122 115 135 11k
Kuwait o o o« o 0 0 0 . s 501 2h7 138 31 ' 63
Lebanon . . . . . . . . . 836 217 12k 73 98
Melaysia . . . . . . . . . 1,367 206 139 56 83
Nepal . . o & o & o o e s 125 132 121 128 171
Pekistan ., . . . . . ., . . 479 252 170 18 68
Phlllpplnes e e e e e s 1,038 Lih 188 20 76
Republic of Korea . . . , 1,094 179 148 33 43
Republic .of Viet-Nam , . . 1193 80 73 54 - 26
Ssudi Arabia . . . . . . . 3,876 585 155 90 301
Singapore . . . . . . . . 1,188 Lok 136 1k o 35
Sri Lanka . . . . . . . . 87 202 150 10 26
Syrian Arab Republic ., . . 264 480 196 15 ' 55
Thailand . ., . . . . . . . 1,284 1k2 122 73 87
Africs ,

Total . . . .. ..... 6,763 161 113 52 : 56
Oil=-producing countrlesgj 3,833 178 101 90 88
Others ., . « . v o'v & . . 2,930 k3 - - 136 36 : 38
Algeria ... . . ..... 1,112 328 226 3 .63
Burundi .. . . 22 . 14T 116 71 _ T
Central African Republlc . 2 200 100 3 ' 6
Chad « o v o v ¢ o v o o o 1 50 10 L 2
Comgo . « ¢ v o oo 8 89 80 11 ‘ 9
Dehomey . . . . . » . . o 33 206 118 29 T
Egypt . . . v . 4 o . . . . 391 23k 2¢2 26 ks
Ethiopia . « . . « « . . . 177 2bg 190 46 ou
Gabon .+ . 4 . . e e . . s 48 320 209 19 36

(Table continued on following page)
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Table IV-16 (continued)

@nternatlonal reservesg b/ Entermacganal reserves, b/

IR

vt emd 19737/ : end of year, cf
Group and country a/ lellans -As percentage- -as percentege of,zmp@r%s a/
- of " of reserves at in preceding year
dollars  End- End .
1970 1972 1970 1973
Africa (continued®
Ghana . o . o o o « « & 139 326 175 17 65
Ivory Goast . . « . « o 88 - 8L 101 31 T
Kenya o' . . . . o« « . . 23k 106 116 61 bl
Libyen Arsb Republic . . 2 127 134 73 © 235 193
Madagascar e e e e e e T 6T 181 131 20 33
Malawi . o v b 0 . a . 67 231 186 35 52
Mali %' . . 0 o o o 0 v L L00 100 3 : )
Meuritanis . . . . . . . 22 220 157 23 - 25
Mauritius o o o o o o o o 67 146 96 68 - 56
MOToeeo « . o v o . 5 . . 267 191 113 25 '35
Niger . « ¢ o o o o o o« 51 268 124 39 7
Nigeria . . . + o o & o 594 265 15k 32 -39
Rvanda . . o o o o o o . 16 200 267 33 ‘ T
Senegl . .« . . 0 o o . . 12 55 31 11 ol
Sierra Leone . . . . . » 52 1ko 111 31 - b3
Somalis . . ¢ . 4 0 . . . 35 167 113 10 L8
Sudan o . . . 4 e v e . . L5 205 125 9 1k
TOZO & ¢ o o o o o o s 38 109 103 61 ‘ b5
Tunisia . . « o o o o o . 307 512 138 23 Y S
United Republic of :
Cameroon . « « o« o.» & 51 63 116 39 17
United: Republic of 2 o
Tanzénia . . « + « « 145 223 121 27 36
Upper Volta . . . . . . . 63 175 131 T2 103
ZBITE . v o o o o s o o . 235 126 130 - ub 3T
Zambia " . . . < . . . . . 193 38 17 93 c 2T

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, Internaxlonal
Financial Statistics. (Washmg;‘ton9 D.C.}, and pational sources.

a/ The list represents all the countries for which relevant data are
available,

b/ Gold, convertible foreign exchauge SDR and reserve p081ﬁ10n in the
International Monetary Fund.

¢/-1973 data, end of: June for Paname. ; August for Democratic Yemen,
September for Slngapore and Syrian Arab’ Republlc Nevemember: for Ind_la3 Mali® and '
Nepal. - )

d/ Valued c.i.f. _

e/ Algeria, Ecuador, Indonesia; Iran, Irdg,; Kuwait, Libyan Arab Republic,
Nigeria, Saudi Arabia, Venezuela.

£/ Becuador, Venezuels.

5/ Indone31a, Iran, Iraq, Kuwait, Saudl Arabia,

h/ Algeria, Libyan Arab Republic, Nigeria,
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Table IV=-1T. Developing countries: international liquidity and
debt service ratio, 1970-1973

Ratio of Ratio of
internstional vegerves service payments om
Country &/ and category  FEnd 1973 to Change external puolic debt
of trade balance _  imports c.i.f. 1970-1973 to exports of goods.
' in 1972 {percentage .. end services b/
{percentage) points) _(vercentage)
1970 1972 © 1972
Countries in trade
surplus, 1973 -
Trag 208 103 2 2 2
Uruguay 12b 35 19 22 : 37
Venezuela 99 L3 3 L 5
Ethiopia ok L8 12 11 9
Malaysia 83 27 3 3 : 3
Ecusdor 76 Lo 9 3 11
Philippines 76 56 8 - T T~
Burma Th 17 16 ik 16
Paraguay 69 b 11 13 13
Argeuntina 69 26 21 22 22
Guatemale 65 34 8 8 11
Ghana 65 48 : 5 T 3
Colombia 6l 3L 12 ~ b 13
Indonesia 55 35 7 9 8
Iran , 51 37 . 11 12 i7
Egypt L5 19 26 19 32
Bolivia 39 11 11 13 - 18
Nigeria 39 7 4 3 3
Zaire 37 =7 h 5 o
Gabon 36 17 6 7 T
Madagascar 33 13 b 5 b
Mauritanis 25 2 3 3 6
Zembia 27 v ~66 5 10 10
Ivory Coast 19 -12 6 T T
Countries in trade
deficit, 1973
Panama ' 275 172 8 9 11
Brazil ‘ a3k 82 15 1k 13
Jordan ©11hk : =21 b 8 7
Upper Volta 103 : 31 7 5 b
Israel ‘ 92 , 58 18 13 - 17
Thailand ' 87 1k b 3 3
L 6 T

Niger v 77 38
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Table IV-17 {(continued)

Ratio of Ratio of

international reserves service payments on
; Bnd 1973 to Change external public debt
Country a/ end category  dimports c.i.f. 1970-1973 to exports of goods
of trade balsnce in 1972 (percentage and services b/
{percentage) points) (percentage)
1970 1971 1972
Countries in trade 1
deficit, 1973 (continued)
Dahomey 73 Ll 3 L - 3
Burundi 71 - 2 2 T
Peru ' T0 16 RR ] 20 19
Pakistan ¢/ 68 50 ok 22 25
Tunisia S 67 L 20 17 16
Algeria s 63 29 10 15 1k
Mauritius ‘ 56 - =12 L 5 2
Syrian Arab Republic 55 Lo, 12 13 i1
Nicaragua ' 54 26 11 1k 11
Afghanistan , A 5h 11 28 26 20
India ' : 52 6 23 25 aso
Malawi ' 52 17 9 9 . 8
Somalia - L8 8 2 '3 3
Rwanda, L6 i3 1 2 2
Mexico , L6 10 25 2k 2k
Togo : . L5 : =16 3 3 6
Kenya d/ o Iy 17 5 6 6
Republic of Kores ' L3 10 - 20 21 14
Sierra Leone ‘ 43 12 9 8 9
United Republic of Tanzania 4/ 36 9 T 7 10
Singapore 35 21 1 1 1
Moroceo 35 10 8 10 9
Sri Lanka 26 16 10 11 1k
Republic of Viet-Nam 26 -28 1 1 2
Dominican Republic 2k 11 5 T b
El Salvador 22 -8 L 6 3
Honduras 22 11 3 3 3
Jamaica, 21 -10 3 L 5
United Republic of Cameroon 17 -22 b o >
Sudan 14 5 9 12 12
(osta Rica 11 oo 10 10 10
Guyana 10 T b 3 5
Congo 9 -2 8 8 9
Trinidad and Tobago T -2 L 3 3
Mali 6 3 2 1 2
Central African Republic 6 3 3 2 2.
Senegal N =T 2 6 b
Chad 2 -2 3 8 5

(Source and foot-notes on following page)
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(Source and foot-notes to table IV-1T)

.§purce: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics (Washington, D.C.).

a/ Within each group countries are listed in descending order of the ratio of
international reserves to imports.

b/ Fiscael years in the case of Afghsnistan, Burma, India and Iran.
¢/ Including Bangladesh.

d/ The debt service figure includes one third of the payments of the
Best African Community.

o e
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