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FOREWORD

As in previous years the second part of the World
Leonomic Swrvey, 1968 is devoted to a review of
recent trends in the world economy. Three chapters
deal with events in 1968 aud a fourth summarizes
the outlook for 1969 as it appeared in the middle of
the year.

The first chapter anatyses the performance of world
cconomy with respect fo the production of goods
and services. Country, regional and global data are
presented for both agricultural and industrial out-
put, as well as for over-all performance as measured
by the gross domestic product. Changes between
1967 and 1968 are compared with the average rate
of change recorded in the period 1960 to 1967. A
similar method is adopted in chapter II in the case
of international trade, and imports and exports are
dealt with separately.

The third chapter takes up the question of eco-
nomic balance in 1968, both internal and external.
The state of internal balance is discussed in the light

iii

of such indicators as changes in unemployment and
in wholesale and retail price levels. The state of
external halance is measured hy changes in the rela-
tionship betweenn exports and imports——the com-
modity trade balance—and changes in international
liquidity. Again the situation in 1968 iz compared
with that obiaining in the earlier part of the decade.

The fourth chapter brings together the available
data on the performance of countries in the early
months of 1969 and uses the analysis to discuss
major preblems likely to characterize the remainder
of the year.

The Swrvey 1s based on information available in
July 1969 to the Centre for Development Planning,
Projections and Policies of the Department of Eco-
nomic and Social Affairs of the United Nations
Secretariat, including the replies of Governments to
the Secretary-General’s questionnaire on economic
trends, problems and policies, circulated in December
1968.
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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

reporied
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 Tull step () is used to indicate decimais
A comma (,) is used to distinguish thousands and millions
A slash (/) indicates a crop year or financial year, eg., 1960/61
Use of a hyphen (-) between dates representing years, e.g., 1961-1963, signi-
fies the full peried involved, including the beginning and end vears.

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

The term “billion” signifies a thousand million.

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, hecause of
rounding.
The following abbreviations have been used :
EEC European Economic Community
EFTA  European Free Trade Association
IMF International Monetary Fund
ISIC [nternational Standard Industrial Classification
OECD  Organisation for Economic Co-operation and Development
SDR Special drawing rights
The designations employed and the presentation of the material in this publi-
cation 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.
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Chapter 1

PRODUCTION

World production of goods and services in 1968
was about 6 per cent above the figure for 1967. This
was not only higher than had been widely expected
at the beginning of the year but also above the
average rate of growth in the first seven years of
the decade. The 1968 results were above the longer
term rate in all three country groupings (developed
market economies, centrally planned economies,
developing countries), most notably in the case of
the developing countries. The only region to record
a rate of growth appreciably below the 1960-1967
average was southern Lurope, though the increase
in the countries of the Central American Common
Market was somewhat lower and there was a
marginal falling off in North America (see table 1).

The forces leading to this upsurge in production
differ from country to country, but among the
most important are the relatively good agricultural
harvests of 1967/68 and 1968/69, the reflationary
policies which were pursued in some of the coun-
tries that had experienced a marked slackening in
growth in 1967 and the unexpected resilience of
demand in some of the countries that were secking
to improve restraints in 1968 in order to restore
internal equilibrivm or to defend their balance of
payments.

The impact of favourable weather on the 1968
output is illustrated most strikingly in North Africa
where there had heen a substantial decrease of
about one fifth in agricultural production in 1966,
The 1967 harvest brought complete recovery in
Algeria and a partial return to natural in Morocco
and Tunisia. There was a further, smaller gain in
Algeria in 1968, while agricultural output was up
by 17 per cent in Tunisia and by about 40 per cent
in Morocco. As a result, the gross domestic product
increased by about twice the 1960-1967 average in
Tunisia and by about three times that average in
Moroceo (see table 2).

Changes in agricultural production also played
a major role in shaping the course of economic
activity in southern and south-eastern Asia during
this period. The failure of the 1965 and 1966
monsoons in India, for example, not oaly reduced
agricultural outputs by 10 per cent and 2 per cent
respectively but also hrought the growth of over-
all production virtually to a halt. An increase of

one sixth in agricultural output in 1967 provided
a greater flow of raw materials to many industries
and was iargely instrumental in raising the gross
domestic product by over 9 per cent. A further
gain of between 3 and 4 per cent in 1968 restored
the rate of gross domestic product growth to
approximately its 1960-1967 average. New high.
vield seed and better climatic conditions resulted
in a major improvement in the rice crop in most
countries in the region: in Burma, Ceylon and
Pakistan, rice production in 1966/67 was below
the average for the first half of the decade, but
recovering well in 1967/68 it was sulsstantially
above the average in 1968/69—3 per cent in Burma,
20 per cent in Palistan and 40 per cent in Ceylen.
Good 1968/69 rice crops were also reaped in the
Philippines (about 20 per cent above the 1960-
1965 average), Indonesia (30 per cent) and
Malaysia (40 per cent), contributing in each case
to the improvement in the over-all growth rate.

On a different scale, changes in agricultural
production have also exercised a strong influence
on over-all economic growth in the Union of Sovier
Socialist Republics. The recovery from a period
of poor crops came in this case in 1966; output
has since tended to level out at the high figures
then realized, with consequent benefit to the pro-
cessing industries. Production in 1968 was below
target because of shortfalls on the livestock side,
but was notable for the fact that a 14 per cent
increase in grain crops and a 3.5 per cent gain in
total farm output were achieved in spite of un-
favourable weather. The over-all expansion in na-
tional income of 7.2 per cent was above hoth the
planned figure and the 1960-1967 average.

Good results in the agricultural sphere also
played an important part in raising the rate of over-
all economic growth in a number of other coun-
tries, particularly in Czechoslovakia, where three
successive increases in vegetable and livestock pro-
duction stabilized the food market daring this
period, Irag, where there was a marked recovery
in the harley crop and Poland, where the 1968
cereals vield was a record Conversely, the decele-
ration in economic growth in such countries as the
Dominican Republic, i1 Salvador, Greece, Malawi,
Peru, Sudan, and Yugoslavia is in large measure



Table 1. World economic growth, by region, 1960-1968

(Awverage annnal raic of dicrease as @ percentage)

Annnal increase Oi real gross domestic productt

Regione
1960-19487 1947-1948¢
Developed market cconontics
(22 countries) 52 5.7
North America (2) 52 50
Western Europe (16) 4.4 47
Japan . . . .. 96 15.6
Southern hemisphere (3) 52 50
Centrally planned ccononties
(7 countries) 66 7.0
USSR . 7.0 72
Eastern Europe (6) 5.7 6.6
Devcloping countrics
{50 countries) £8 61
Latin America (20) e 47 55
Central American Common Market (3} 62 54
Rest of Latin America (15} 47 55
Africa (i4) 63 83
Excluding Libya 37 4.2
Asia (16) 49 62
Western Asia {5) 74 105
Southern Asia (3) 39 42
Eastern Asia (8) 5.3 75
Southern Ewrape (5 countries) 7.2 48
Warldd 55 60

Source: Centre for Development Planning,
Projections and Policies of the United Nations
Secretariat, bused on United Nations, Yearbook
of National Accounts Statistics, Monthly Bul-
letin of Statistics, Economic Survey of Latin
America, 1968; Lconomic Survey of Europe,
1968 (Sales No.:66.1LE.1) and Econamic Sur-
vey of Asia and Hie Far East, 1968 {Sales No.
69115 1Y :United States Department of State,
Ageney for Imternational  Development  Dala
Book (Washington, D.C}; United States De-
partment  of Commerce, Foreign Economic
Trends { Washington, D C.); replies of Gav-
ermments to the United Nations questionnaire
of December 1968 on economic trends, problems
and policies ; and national sources

n The regions comprise countries selected on
the basis of availability of 1968 data, as follows:

North America: Canada and United States
of America.

Western Europe: Austria, Belgium, Demmark,
Tederal Republic of Germany, Finland, France,
Tceland, Ireland, Italy, Luxembourg, Nether-
lands, Norway. Portugal, Sweden, Switzerland
and United Kingdom of Great Britain and
Northern Ireland.

Southern hemisphere: Australia, New Zea-
land and South Africa.

Eastern Europe: Bulgaria, Czechoslovakia,
Eastern Germany, Hungary, Poland and Ro-
mania

Southern Europe: Cyprus, Greece, Spain,
Turkey and Yugaslavia.

attributable to the fact that the agricultural output
was smaller in 1968 than in 1967

While the performance of the agricultural sector
was thus a major determinant of total domestic
production, on world economy its impact was more

48]

Central American Common Market: Costa
Rica, El Salvador, Guatemala, Honduras and
Nicaragua.

Rest of Lotin America: Argentina, Bolivia,
Brazil, Chile, Colombia, Dominican Republic,
Ecuador, Jamaica, Mexico, Panama, Fara-
guay, Peru, Trinidad and Tobago, Urugnay and
Venezucla

Africe: Ethiopia, Ghana, Ivory Coast, Kenya,
Libya, Madapascar, Malawi, Moracco, Nigeria,
Southern Rhodesia, Sudan, Tunisia, Uganda
and United Republic of Tanzania,

Western Asia: Iran, Irag, Israel, Saudi
Arabia and Syria

Sonthern Asia; Ceylon, India and Pakistan

Easterie Asie: Burma, China (Taiwan), Indo-
nesia, Malaysia, Philippines, Republic of Korea,
Singapore and Thailand.

bTn most cases, based on official constant
price data, using various base yecars; otherwise
current price data deflated by the reievant cost-
of-living index, with 1963 as a base; in the case
of the centrally planned economies, based on net
material product. In the case of the Union of
Soviet Socialist Republics, the change between
1967 and 1968 reflects consurnption pius accumu-
lation (that is, net material product distributed).

¢ Preliminary, based in many cases on data
for a period of iess than twelve months.

4 Based on 84 countries as indicated. Re-
gional subtotals reflect country gross domestic
product weights in 1967 Centrally planned
economy apgregates were inflated to an ap-
proximate gross domestic product concept for
purpose of weighting.

fimited. Although, as indicated later in this chapter,
the ups and downs of agricultural output exercised
a considerable influence on the volume and unit
value of intermational trade in a number of com-
modities, The expansion of industrial production



Table 2. Distribution of countries according to growth in real gross domestic
product.* 1960-1968

Conntries in swiich the growth i grose domestic product between 1967 and 1968 relotive to the
aeverage annual growth between 1960 and 1967 was

Sipnificantly preater

Maore or Ipss the same

Significantly less

1960. 1967 1960- 1967- 1969 1967-
19470 I1958¢ 194671 1968 Ipg7v 1068¢
31 Libya 48 16 China {Taiwan) 11 40 Uruguay 03
96 Japan 16 9 Saudi Arabia 9 90 Romania 70
7.9 Republic of 7.6 Thailand 85 76 DBulgaria 65
Korea 13 7.2 Costa Rica 3 83 Panama 6
57 Iraq i2 7.0 gSSR 7.2 6.2 South Africa 5
78 Isracl 12 63 Singapore 7 .
32 Burmat 11 66 Mexico 7 57 Canada 47
33 Moroceo 10 54 Honduras 6 7.8 Spain 45
77 Irand i 6.5 Trinidad and 57 Cyprus 45
80 Ivory Coast 16 s P'l;ebi'.god 6 80 Nicaragua 45
48 Syria 8z .5 Palkistan 6 75 Y favi
38 Ceylon 8 6.0 Portugal 55 ,,: éuf;os avia 4
58 Malaysia 8 47 Netherlands 55 74 Greece +
6.4 Poland 80 51 Ttaly 52 52 France 40
46 Jammica 75 54 Hungary 50 6.4 Fl Salvador 4
37 Tunisia 7 52 United States 50 51 Norway 35
40 Czechoslovakia 7.0 48 Venezuela 5 45 Denmark 35
43 Tederal Republic 47 Colombia 5 4‘. 5
of Germany 69 54 Bolivia 3 3 Paraguay 32
53 Turkey 66 52 Guatemala 5 46 Peru 3
49  Australia 6 44 United Republic ) 43 Uganda 34
ro 6 of Tanzania 5 472 Fi
33 i;cf;? . ) 47 Belgium 45 S0 mand 23
46 Dhilippines 47 Ethiopia 45 Alaiawl Z4
41 Brazil & 46 Ecuador 4 34 Dominican Re-
40 Eastern Germany 53 46 Sweden 4 public 2
33 TIreland 5 42 Switzerland 4 50 Chike 2
o 39 Austria 4 44 New Zealand
2 Nevy 3
26 Argentina 48 30 United Kingdom 3.3 " dca . 2
29 Luxembourg 45 34 Tndiad 33 31 Sudan 1
25 Ghana 4 36 Madagascar 13 3.2 Nigeria¢ —
18 Indonesin 3 31 Rhodesia 3 54 Teeland —28

Source: See table I, )

a Constant price data, various base years. For
centrally planned economies see table 1, foot-
note b. In each column, countries are listed in
descending order of the change from 1967 to

1968.
b 1061-1967 for some countries: 1964-1967 for
Malawi, Rhodesia and Zambia

in 1968 was generally more important in terms of
the size and scope of its repercussions on other
countries than the results achieved on the farms.
This was particularly so in the case of the principal
industrial countries where an acceleration in manu-
facturing activity involved a rise in the demand
for raw material inputs and in incomes with a
consequent increase in the demand for finished
goods, from foreign as well as from domestic
sources. Of special significance were the high rates
of industrial expansion recorded in the Federal
Republic of Germany and in Japan in 1968.

In the Federal Republic of Germany, the expan-
sion rteflects a consciously reflationary policy. In-
dustrial production had fallen fairly steadily from
mid-1966 to mid-1967, and throughout 1967, the

¢ Preliminary, Where provisional estimates
have been cited, figures have heen rounded to
nearcst integer

4 Changes between fiscal years (beginning
I July for Pakistan and Sudan, 1 April for
India and Nigeria, 21 March for Irap, and
eniding 30 September for Burma).

number of registered unemployed workers ex-
ceeded the number of job vacancies. The official djs-
count rate was cut in four successive steps from
5 per cent to 3 per cent in the first half of 1967
and the volume of credit absorbed by the private
sector began to expand. By mid-1967, new orders
were beginning to exceed deliveries in the manu-
facturing sector. Industrial production, which had
declined by 2 per cent between 1966 and 1967,
rose erratically but sharply from mid-1967, and
output in 1968 was 11 per cent and more above
that of the previous year. Fixed investment, which
bad diminished in 1967, expanded by rather more
than 7 per cent and private consumption stimulated
by a considerable increase in transfer expenditure
in the 1968 budget rose by 3.5 per cent, almost six
times the modest increase recorded in 1967, As



demand increased, imports, which had remained more
or less static in annual volume over the three years
1965-1967, began a rapid and sustained rise that
carried the volume of imports for 1968 as a whole
to one sixth above the previous level. This upsurge
was a significant stimulus to partner countries, hoth
in western Europe and further afield.

The expansion in Japanese industrial production
was even mare vigorous—about a sixth Dbetween
1967 and 1968—but its impact was concentrated
more on the primary experting countries, It started
earlier than in the Federal Republic of Germany:
the downward trend had been reversed in 1965 and
growth was rapid throughout 1966 and 1967, That
it could continue virtually unchecked through 1968
reflects an unusual combination of factors, There was
a gentle internal stimulus on the economy resulting
in part from an increase in public consumption and
in part from a relaxation of monetary restraints.
Though a steep rise in wages and consumer prices
points to some strain on respurces, a recluction in the
rate of stock accumulation and a further gain in
capacity utilization, raising the latter to a record
level, tended to lessen the pressure, and wholesale
prices remained remarkably stable. The external
constraint was less in evidence than in earlier periods
of rapid industrial expansion: imports rose much
less than exports and for the year as a whole there
was virtually no trade deficit, while the capital ac-
count deficit was reduced by sales of Japanese secu-
rities as well as by long-term borrowing.

Ose of the forces that had been expected to exert
a negative impact on world economy in 1968 was
the United Kingdom effort to restrain domestic
demand and to work towards a trade surplus. In
the event, despite deflationary fiscal and monetary
measures, private consumption increased more be-
tween 1967 and 1968 (by 3 per cent) than it had
in the previous period (2 per cent) and though
there was some deceleration in public consumption
in investment, total final demand advanced almost
as much as in 1967, Though a reversal in the trend
in export growth was achieved and 1968 receipts
were about 6 per cent above the 1967 level, imports
rose almost as rapidly and, at $2 billion, the trade
deficit was actually greater than in 1967

In terms of its impact on activity in other coun-
tries, however, the upswing in the United States was
by far the most important single factor Final
domestic demand which had increased by about $50
billion {in current prices, 4 per cent in real terms)
between 1966 and 1967, rose by $70 billion (5 per
cent in real terms) hetween 1967 and 1968, the main
stimulus coming from the private sector, both for
fixed investment (which had declined slightly in
1967) and for personal consumption {which rose
almost twice as much as in 1967). Unemployment,

which had hegun to rise in 1967, dipped again and,
notwithstanding the enforcement of a 10 per cent
surcharge on income taxes and a fairly stringent
monetary policy, the upward movement of prices,
both wholesale and retail, began to accelerate. The
pressuire on resources was accentuated by the leng-
thy strike of copper miners, which ended, in its
ninth month, in March 1968, and by precautionary
buying of steel against the possibility of a strike in
the second half of the same year.

As a result, United States imports expanded by
almost a fourth, to over $33 billion. The increment
of $6.3 billion was about four times as great as that
registered in 1967 One fourth of this was accounted
for by motor vehicles, 2 per cent by copper, 10 per
cent each by iron and steel, “basic materials” and
food-stuffs, while the remaining 40 per cent com-
prised miscellaneons manufactures. Almost 30 per
cent of the increment came from Canada, reflecting
in part the operation of the 1967 free trade agree-
ment on motor vehicles. About a sixth came from
Japan and an eighth from the Federal Republic of
Germany ; the remaining 40 per cent came in more
or less egual proportions from other developed
market economies and from the developing coun-
tries.

As a result of these and other stimuli, the world
economy recovered strongly from the slowdown that
had characterized 1967, World mining production
(outside mainland China) increased by twice as
niuch as it did between 1966 and 1967. Petroleum
output was up 9 per cent {as against 7.5 per cent);
copper production which had declined by 10 per
cent in 1967 was up 12 per cent, zinc was up 12
per cent and lead 7 per cent (following virtual
stagnation in 1967). The rate of growth of elec-
tricity production rose from under 7 per cent to
nearly 9 per cent, The output of both steel and
cement exceeded 500 million tons, a record figure
6-7 per cent above that for 1967, compared with an
increase of fess than 5 per cent in the previous
interval. Motor vehicle production, which had de-
clined in 1967, rose by almost a sixth in 1968. The
rise in natural rubber production more than doubled,
to over 6 per cent in 1968.

In 70 per cent of the eighty-four countries for
which 1968 data are available, the rate of growth
in over-all product was in line with or higher than
the average recorded in the first seven years of the
decade. The expansion between 1967 and 1968 was
just on 5 per cent in about a tenth of the countries
and it was appreciably above 5 per cent in more
cases than it was below

A majority of developed market economies—
thirteen out of twenty-two--registered a growth rate
of less than 5 per cent in 1968. Only in the Federal
Republic of Germany and Japan was expansion



markedly greater than that, though in seven other
countries, including Italy and the Netherlands, the
5 per cent rate was surpassed. Only a fourth of
the developed market economies did better in 1968
than the average over the first seven vears of the
1860s. Poorer performances by France, the Scandi-
navian countries and New Zealand brought the
proportion of developed market economies which
fell significantly short of earlier growth rates to
well over a third.

None of the European centrally planned eco-
nomies grew at less than 5 per cent in 1968, Only
in Bulgaria and Romania, where as indicated above,
climatic conditions were particularly unfavourable,
was the 1968 rate significantly below the decade
average. The most notable advances over earlier
growth rates were recorded in Czechoslovakia,
Eastern Germany and Poland.

Among the developing countries, more than half
increased their gross domestic product by over §
per cent in 1968. About a third of the fifty coun-
tries for which estimates can be made registered
a rate of growth above both the 5 per cent mark
and the average for the first seven vears of the
decade. Apart from the recovery in Moroceo and
Tunisia, referred to above, there was a notable
acceleration in Iran, Iraq, Israel and Syria and,
most strikingly, in Libya where, in the wake of the
closing of the Suez Canal, petroleum production in-
creased by well over 50 per cent' Sizable gains
were also recorded in Burma, Ceylon, Malaysia, the
Philippines, the Republic of Korea and Singapore,
as well as in Brazil and Jamaica, and the Ivory
Coast and Kenya.

Most of the developing countries whose 1968 per-
formance was in line with the decade average in-
creased their total output by more than 5 per cent.
Included in this group were a number of countries
in the Carribean area such as Costa Rica, Honduras,
Mexico and Trinidad and Tobage and some in Asia,
like China (Taiwan), Pakistan and Saudi Arabia.
Another group of Latin American countries. Bolivia,
Colombia, Guatemala and Venezuela, just about
maintained a 5 per cent growth rate.

At the Jow end of the growth spectrum are those
developing countries in which output increased by
less than 5 per cent between 1967 and 1968, Most
of these experienced a significant deceleration in
1968, but some were merely continuing the low
growth rates of the earlier part of the decade and

1 This upsurge raiscd Libya, which drilled its fist wells in
1961, 1o sixth position among the world’s producers of petro-
fcum. In 1968, the Libyan output was 126 miilion tons, above
that of Kuwait (122 million} and only slightly helow that of
Tran and Saudi Arabia (150 million each). The only larger
producers were Venezucly (189 million), the USSR (308
million) and the United States (450 million)

a few fell short of the 5 per cent mark despite a
sharp acceleration, Of the nineteen developing coun-
tries with poor 1968 results, half were in the group
with growth rates below the decade average, and
all but three—FE] Salvador, Malawi and Nicaragua—
were countries in which the longer term rate of
growth was also helow the 5 per cent rate. Among
these lagging countries were some of the largest,
such as Arpentina, India, Indonesia and Nigeria,
accounting between them for about one haif of the
population of the developing regions.

In Argentina, there was a sharp recovery in in-
dustry after three static years, but agricultural
results were substantially below the 1967 level and
this served to hold down the over-all growth rate.
As in Argentina, the 1968 results in Indonesia were
above the long-term trend, the harvest was a {avour-
able one and there were sizable gains in tin and
petroleum mining; but in the aggregate, production
seems to have increased only fractionally more than
population,

In the case of India, the major recovery from the
1965-1966 failure of monsoons came in 1967, with
a record improvement in the output of agriculture.
Some further gains were made in 1963 hut these
were relatively modest, barely maintaining the rather
low average growth in total production achieved in
the first part of the decade. Nigeria, with a similar
low long-term rate of increase in production, was
disrupted by civil war in 1968 and economic growth
was virtually brought to a standstill.

INpUsTRIAL PRODUCTION

The most striking aspect of the 1968 recovery
from the 1967 slowdown which reduced the rate of
growth in world industrial production to Delow
5 per cent was the upsurge in the developed market
economies. The rate of expansion in North America
and western Europe had receded to about 1 per cent
between 1966 and 1967; it rebounded to nearly 5
per cent in North America, although, this was still
short of the decade average and to nearly 8 per
cent in western Europe, a figure in this case well
above the decade average. As a result, the over-
ail industrial growth of the developed market eco-
nomies which had falien to half its decade average
in 1967 regained the 6 per cent rate in 1968 (see
table 3).

Among the developed market economies, the lag-
ging countrics in 1968 included Canada, France,
Finland, New Zealand, Norway, South Africa and
the United States. Though in all these countries
except South Africa, industrial production increased
more between 1967 and 1968 than between 1966
and 1967, the rate of expansion did not regain the.
1960-1967 average (see table 4).



Table 3. World industrial growth,
by region, 1960-1968

{Percentage)

Annual rate of inerease®

Region
Average 1960-1967  1967-1968%
Developed narket
conomics 0 )
North Americat G 3
Western  and  southern
Europed 4.5 8
Japan i0 17
Soutitern hemispheree 7 4
Centrally planned economicst 85 8
USSR . 88 8
Eastern Huropes 77 8
Dewveloping  countrics a5 8
Latin Americalt 49 6
Asial . . 75 8
World . . 65 7

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

n Where provisional estimates are cited, figures are rounded
to nearest integer.

b Preliminary.

¢ Canada and United States.

4 Exeluding Cyprus and  Turkey;
Greece, Israel, Malta and Yugoslavia,

@ Australia, New Zealand and South Africa,

f Exclnding China (mainland), Cuba, Mongolia, North
Kaorea and North Viet-Nam.

¢ Albania, Bulgasia, Czechoslovakia, Eastern Germany,
Hungary, Poland and Romania.

i Including the Caribbean islands. )

1 Including Cyprus, Mongolia and Turkey; exciuding
Israel.

including  Finland,

In Canada, the main increase was in durable
goods, the output of which had declined in 1967. In
the United States, by contrast, the output of non-
durable goods increased substantially more than that
of durable goods. In both cases, however, the
stimulus came chiefly from consumer demand which
rose much more vigorously than business invest-
ment. This was particularly so in Canada where, not-
withstanding a reduction in fixed capital formation in
the major productive sectors, industrial output was
almost 8 per cent higher in the fourth quarter of
1968 than in the corresponding period of 1967.

In France, widespread strikes severely disrupted
industry in the second quarter. Although by the
end of the year production was running almost one
eighth ahove the corresponding 1967 level, for the
year as a whole the rate of growth was well below
the longer term average. The output of passenger
cars, though about 3 per cent above the 1967 level,
was only fractionally greater than in 1966; while
in the case of textiles, production failed to regain
even the 1963 level. Construction, which had been
rising fairly briskly, declined siightly in 1968,

A levelling off of production caused the year-to-
year expansion to fall well below the trend in Fin-
land and Norway. In both cases exports demand
was the main growth factor. In Norway, indeed,
the output of domestic consumer and investment
goods was lower in the fourth quarter of 1968 than
in the corresponding quarter of 1967.

In South Africa, the rapid growth in manu-
facturing that had characterized the earlier years of
the decade was slowed down by efforts to curb
domestic inflation: while in New Zealand, defla-
tionary policies adopted to correct a serious external
imbalance served to inhibit industrial growth alto-
gether

In Australia and a few western Furopean coun-
tries, such as Italy, Sweden and Switzerland, in.
dustrial expansion between 1967 and 1968 was ap-
proximately in line with the decade average. In
Ttaly, there was sonie slackening from the vigorous
recovery that had occurred in 1965 and 1966, espe-
cially in the case of the production of consumer
goods, but 1968 growth was up to the average for
developed market economies average. This was also
the case in Sweden and Switzerland, where the
1967 tendency towards a slowdown in manufactur-
ing output was reversed in 1968

In Japan and in the remaining countries of west-
ern Hurope, notably in the Federal Republic of
Germany and the Netherlands, but also Austria,
Belgium, Ireland, Luxembourg and the United King-
dom, the rate of industrial expansion between 1967
and 1968 was well above the decade average.

As indicated above, the stimulus to industry in
Japan came from both domestic and external demand.
The output of non-durable consumer goods rose by
about 7 per cent and that of producer (intermediate)
goods by about 15 per cent—both roughly in line
with the decade trend The main upsurge was in
the production of finished durable goods, hoth for
investment (a 25 per cent advance) and for con-
sumers {31 per cent).

The industrial expansion in the Federal Republic
of Germany was more uniform: producer goods, in-
vestment goods and consumer goods other than food
all increased by about 14 per cent. In the Nether-
lands, the most dynamic branch of industry was that
producing chemicals in which output rose by almost
a fourth between 1967 and 1968. The growth in
metal products (7 per cent) was nearer the trend,
while the output of textiles and clothing, recovering
from the 1967 recession, oscillated around the 1963
level. Belgium and, to a much greater extent, Iux-
embourg benefited from the improvements in the
situation of the steel and related metallurgical in-
dustries, the output of which, after remaining more
or less static for two years, rose by 6-8 per cent
in 1968



Table 4. Distribution of countries according to rate of industrial growth, 1960.1968°

(Percentoge per annme)

Countrics i which, relative to the ingrease in industral product between 1960 and 1967,

the increase between 3967 and 1948 wes

Sipnificautly greater

More or less the same

Significantly less

1960- 1967- 1960. 1967- 1960- 1967-
1667 19480 1967 1948u 1987 1968w
58 Ceylon 50 12 Bulgaria 12 13 Turkey 10
15 Reip_ublic of ” 13 Romania 12 ﬁ galn_ 37

oot 32 akistan z
82 Poland 93
10 Tsrael 20 N 13 Panama 77
15 China (Taiwan) 19 82 Mexico 85 89 Yugoslavia 69
. Singapore 18 88 USSR 81 i5  Ei Salvador 68
I8 ?yria ]; Uganda 8 95 Greece G2
0 apan 1 08 Bofivia 73 7.2 Canada 54
4.3 Brazil 12 ' \ - 77 Thmgary 50
62 Ireland 1z 6.1 Coi.omlna 65 i1 Spain 48
4.1 Tederal Republic 63 India G5 (-3 United States 4.7
of Germany 12 74 Ttaly 63 59 Denmarle £4
61 Nc‘tljcrlmds 11 63 Sweden 6.3 § 1 France 42
15 Ve 1) 50 Eastorn Germany 61 g gomd . 38
30 Zambia 9 7.7 Peru 60 G 6 Finland ‘ 32
28 Rhodesia 8 57 Australia 57 43 Paraguay 03
54 Ghana ) 8 58 Crechoslovakia 52 57 C(hile —
06 Dicombeg G 19 Uriguay 20 Q) G
406 Belgium 62 6.9 New Zealand —16
41 Austria 60
406 Switzerland 60

27 United Kingdom 4.3

Source: Centre for Development Planning,
Projections and Policies of the United Nations
Sccretariat, based on United Nations, Monthiy
Bulletin of Statistics, Econowic Survey of
Latin Awmerica, 1968, Economic Survey of Asig
aind the Far East, 1968 (Sales ‘No : 69.ILT.1)

In the United Kingdom, there was also a marked,
if more modest, recovery in the metal and metal pro-
ducts industries. Textile and clothing output re-
covered rather more sharply, while the output of the
chemical industry continued its steadier growth.

These interindustry differences are in evidence
in regional aggregates. In the period 1960-1967 and
in 1968, in North America and in western Europe,
the growth of heavy industry was more rapid than
that of Iight industry and within the heavy category,
the chemical branch remained the most dynamic. In
the developed market economies as a whole, how-
ever, the most striking feature of the industrial per-
formance of 1968 was not the continued high growth
rate of the chemical industry (10 per cent above the
1967 level} so much as the sharp improvement in
the output of basic metals {(a 7 per cent expansion,
compared with a longer term trend of 4-5 per cent)
and in textiles (6 per cent as against 3-4 per cent)
and the strength of the expansion in the metal pro-
ducts industry whose growth rate rose in successive
quarters during the vear (see table 5).

In the centraily planned economies, the gain in
industrial production hetween 1967 and 1968, though

and Statistical Bulletin for Latin America, and
national sources.
@ Tn each column, countries are listed in de-
scending order of the change from 1967 to 1968
b Preliminary; based in some cases on data
for & perind of less than twelve months

above the world average, was well below the high
rate recorded between 1966 and 1967 (9.5 per cent
for the group) and slightly below the trend for the
decade. The only country to register an acceleration
in industrial growth in 1968 was Poland, where the
gain was appreciably greater than planned and
slightly more than the longer term average. In gen-
eral, the less industrialized members of the group
(Bulgaria and Romania) achieved the highest rates
of expansion, both in 1968 and over the decade as
a whole, while the more industrialized (Czecho-
slovalia and Tastern Germany) recorded the lowest
rates,

The slowing down of industrial growth in the
centrally planned economies in 1968 was related in
some degree to the economic reforms and structural
changes now under way in these countries, since
these modifications tend to shift the emphasis from
quantitative targets te improvements in productive
efficiency and the quality of output. It is note-
worthy that in Czechoslovakia and the USSR, the
expansion in the output of consumer goods exceeded,
for the first time, that of producer goods. Never-
theless, as has often been the case in recent years,



Table 5. Industrial production: changes by region and branch, 1967-1968
(Average annual growth as percentage; 1968 index, corresponding period of 1967 == 100)

Light smanufacturing?

Heavy manufecturing®

jone o) Alini - Metal
Regiont ond period M e Feod  Temer | Toat  Cheme  Besie LR
! uets
Heorld

Average annual growth, 1960-1967 4.8 435 4.7 3.8 79 9.2 5.7 8.3
1968 106 105 103 106 109 11t 107 109
First quarter 105 106 105 107 108 110 109 107
Second quarter 107 104 103 104 108 [t 109 107
Third guarter 105 104 103 166 19 112 107 109
Fourth quarter 106 108 103 106 110 111 106 111

Developed market ccenontics

Average annual growth 1960-1967 24 4.1 36 3.2 6.7 87 4.4 6.8
1968 ‘ L 104 105 103 106 107 110 107 107
First quarter 104 103 103 107 105 109 109 103
Second quarter 104 104 102 04 106 108 110 104
Third quarter 104 103 103 108 169 112 106 108
Fourth quarter 104 105 103 106 109 111 106 199

North America

Average annual growth 1960-1967 32 4.2 31 4.5 63 7.3 4.0 69
1968 103 104 103 108 105 108 104 4
First quarter 103 103 101 108 163 107 166 162
Second quarter 104 104 102 107 106 108 113 103
Third quarter 103 103 103 110 105 108 100 164
Fourth quarter 103 104 143 103 105 109 96 106

Hestern Enrope

Average annual growth 1960-1967 0.4 315 37 L3 5.3 97 27 4.5
1968 104 105 163 106 108 112 111 106
First quarter 105 104.5 104 105 107 111 110 104
Second quarter 9 103.5 102 102 103 109 106 101
Third quarter 165 1056 102 168 112 {16 113 111
Fourth guarter 105 1067 102 108 112 114 i13 111

European Econowmic Communily (EEC)

Average annual growth 1960-19567 0.4 34 38 1.1 57 103 27 4.5
1968 . 106 106 . 107 109 114 112 106
Tirst quarter 108 105 105 1606 108 113 113 5
Seccond quarter 106 105 104 102 104 19 106 100
Third quarter 108 108 104 111 113 117 114 112
Fourth quarter 107 160 110 114 115 116 112

Centrally planncd economics

Average anmual growth 1960-1067 7.2 5.1 6.2 4.8 i1 129 8.1 11.6
1968 106 104 105 105 111 112 107 112
First quarter 18 109 108 106 112 113 109 112
Sccond quarter 107 104 105 103 111 112 107 112
Third quarter 106 103 104 104 110 112 106 111
Fourth quarter 105 103 104 106 111 108 106 113

Developing countrics

Average anaual growth 1960-1967 6.5 5.3 4.7 41 7.3 7.1 70 76
1968 169 104 103 107 116 111 110 111
First quarter 103 104 102 109 17 108 103
Second quarter 113 104 107 102 108 11t 106
Third quarter il 104 103 167 113 114 114
Fourth gquarter 109 105 102 107 115 114 115

Azia

Average annual growth 1960-1967 7.7 5.3 4.3 3.7 9.3 6.6 16.7 119
1968 110 105 104 108 111 112 107 115
TFirst guarter 101 106 102 113 106 167 98 108
Second guarter 116 107 112 102 108 111 109 108
Third quarter 111 104 106 107 113 113 108 120
Fourth guarter 108 104 99 107 117 114 112 127




Table 5. Industrial production: changes by region and branch, 1967-1968 (continued)

Light manufacturing®

Heavy manufacturing®

S . Alind : Aetal

Reglont and period g Total  Food Textiles Total C‘ﬁf;;r; "Eg;;f: frr%r?-

N nels

Latin America

Average annual growth 1960-1967 37 4.6 4.2 2.3 G1 6.6 6.0 57
1968 ‘ 103 103 104 111 114 112
First quarter 104 107
Sccond guaster 104 104
Third guarter 101 119
Fourth quarter o 99 118

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

the most rapid growth was generally registered in
the chemical and machine-building industries.

The sharp recovery in the performance of industry
in the developing countries, from an increase of only
4 per cent between 1966 and 1967 to one of almost
8 per cent in 1968, reflects a marked acceleration
in activity in Latin America and continued high
growth rates in eastern Asia.

The Latin American upsurge was based in part
on the development in Argentina, referred to above,
and in part on the trebling of the rate of industrial
expansion in Brazil, where housing investment and
an enlarged flow of credit to manufacturing pro-
vided a powerful stimulus On a smaller scale, there
was also an acceleration in Venezuela, based largely
on a higher rate of public investment and on the
efforts of the petrolewm industry to improve its com-
petitive position (by reducing the sulphur content of
its crude oil, for example}. Satisfactory rates of in-
crease were also registered in Mexica, where demand
for manufactures was stimulated by the activities
surrounding the Olympic Games, and to a lesser
extent in Bolivia and Colombia, where public sector
investment was an important stimulant.

At a somewhat lower rate, industrial growth con-
tinued in Pery, based in part on a record output of
refined copper and zine and of fishmeal which was for
the first fime within sight of 2 million tons or over
one third of the world total In Uruguay there was
a slight upward movement from the virtual stagna-
tion that has marked the 1960s, but the local market
remained too small to absorb a rapid rise in the
characteristic processing industries and the industries
themselves were too inefficient to compete success-
fully abroad.

In contrast to the majority of Latin American
countries, where indastrial production was main-
tained or accelerated in 1968, are a few in which
there was a marked deceleration They include Chile,
Tl Salvador, Guatemala, Panama and Paraguay. In

L For definition of regions, see tubic 3.

bIntermational  Standard  Industrial Classification  (ISIC),
20-25, 28-30, 39.

¢ ISIC 27, 31-38,

general, the poor 1968 results in industry reflect
vicissitudes in agriculture or exports or hoth. In
Panama, the volume of oil refined, which had been
rising rapidly in the 1960s, levelled off in 1968 In
Paraguay the principal decline was in meat canning,
which was down a fifth from the high 1967 level,
though the volume of sugar refined was also smaller.
In Chile, steel production was down sharply and
there was a reduction in the output of copper ore,
but the chief set-back lay in the effect of a severe
drought on rural areas with a consequent decline
in the demand for industrial products.

In the aggregate, industrial production in Latin
America in 1968 was over 6 per cent above the
1967 level, The main advance was in heavy manu-
facturing, with both the chemical and basic metals
branches increasing their output by twice the decade
average The expansion in light industry and also in
the miring sector was much more in line with the
earlier trend and not a great deal higher than the
rate of population growth.

In eastern Asia, the rapid pace of the advance was
set by the Republic of Korea, where the rate of in.
dustrial expansion almost doubled, and by China
(Taiwan) where the high growth rate of recent years
was not only maintained but even slightly increased
in 1968. The inerement in manufacturing output ac-
counted for almost half the over-all gain in gross
domestic product in the Republic of Korea, much of
it, particularly clothing and plywood, going inte
exports. The growth of manufacturing in China
(Taiwan) was also largely export-hased and as in
the case of the Republic of Korea, greatly stimulated
by the rise in import demand in the United States.
A notable feature of 1968 expansion was the new
degree of diversification: the highest growth rates
were recorded in electrical equipment, rubber pro-
ducts, machinery and various wood products. Major
advances were also registered in Hong Kong, where
industrial empioyment rose 10 per cent and domestic
exports 20 per cent, and Singapore, where an 11 per



cent increase in manufacturing output in 1967 was
followed by an 18 per cent increase in 1968. In
Thailand, favourable harvests and heavy outlays
on construction brought large industrial gains, though
on a narrow front: cement and electricity production
were both up about a third from 1967 levels. In
the Philippines, manufacturing production, with had
slackened in 1967, increased more vigorously in
1968 under the influence of a better harvest: though
a widening of the external deficit began to constrain
aclivities as the year progressed, preliminary data
suggest that the advance during the twelve-month
period was well above the average for the 1960s,

In contrast to developments in eastern Asia, in-
dustrial production in southern Asia expanded at
more or less the earlier, relatively low average. The
lag was mainly in India which continued to experi-
ence great difficulty in revitalizing its manufacturing
sector after two years of stagnation. While the im-
provements in agricultural supply permitted the re-
building of depleted inventories of raw materials,
imported inputs remained scarce and official attempts
to contain the inflationary forces that had emerged
in 1966 and 1967 reduced the stimulus of public
investment. Cement production rose by 5 per cent,
rather less than the longer term average, while steel
production was the lowest since 1964. With a 5 per
cent increase over 1967, 1968 manufacturing output
just surpassed the 1965 figure By far the most
dynamic industrial component was electricity, pro-
duction of which rose 15 per cent in 1968

In Pakistan, the rate of industrial growth was
substantially higher, though below earlier achieve-
ments and earlier targets for the 1968-1969 period.
This reflects some recent diversion of emphasis to
agriculture and to social overhead investment, but
the principal constraint still appears to have been
caused by shortages of imported inputs which led
to poor utilization of manufacturing capacity. In
conirast, capacity utilization was greatly improved
in Ceylon though on a much smaller scale: industrial
employment rose by about a third, as did the con-
sumption of electricity. There was a particularly
sharp increase in the output of fabricated metal pro-
ducts, textile and chemical production also rose and
in the wake of a one-sixth gain in paddy and a
sizable growth in coconut production the food in-
dustry alse expanded its output.

In western Asia, high rates of industrial growth
were quite common, though the pace was set by
Jsrael and Syria. In the former, three stagnanf
vears were followed by a massive upswing in both
manufacturing (30 per cent) and mining (19 per
cent). In Syrin, there was a sharp rise in industrial
production, aided by heavy investments in transport
and communications and achieved in spite of siow
growth in agriculture.
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In Iran and Turkey, the pace siowed down slightly
from the high averages of the 1960-1967 period.
Perhaps the most notable feature in Iran in 1968
was the fact that the growth rate in manufacturing
overtook the petroleum sector (mining and refin-
ing) growth rate. In Turkey, under a much more
stringent balance-of-payments constraint, efforts con-
tinued to improve and increase the exportable output
of local factories.

For the Asian region as a whole the most dynamic
branch of industry was metal products (ISIC 35-38),
output of which rose by one seventh in 1968. Rapid
growth also characterized the chemical industry
(12 per cent) and mining (10 per cent), both well
above the decade average. No less notable was an
upswing in the textile industry, production of which
rose by 8 per cent in 1968, an increase of double the
trend rate.

On the whole, world industrial production outside
mainland China was about 7 per cent higher in 1968
than in 1967* This rate of increase was over two
percentage points above the corresponding 1966-1967
figure and almost one point above the average so
far registered in the 1960s. As implied previously,
the most rapid expansion continues to take place in
heavy industry where the over-all rate of growth was
almost double that of the light industries. Among the
heavy industries, it was the chemical branch which
continued to register the greatest gains: 9 per cent
a year between 1960 and 1967 and 11 per cent in
1968,

AGRICULIURAL PRODUCIION

Broadly speaking, the 1968 agricultural output,
responding in varying degrees to the weather pat-
tern, was relatively large in North America, con-
tinental western Europe, North Africa and southern
and south-eastern Asia (stretching from Tran and
Iraq to Awnstralia). It was relatively poor in most
of Latin America, in south-eastern Europe and the
eastern Mediterranean, and in most of Africa south
of the Sahara.

in comparison with agricultural performance in
the earlier years of the decade, the 1968 gains were
most notable in Australia, in the USSR, as previously
shown, and in many parts of Asia. A massive
recovery from a drought in the previous year re-
sulted in an Australian increase large enough to
raise the over-all agricultural output of the devel-
oped market economies of the southern hemisphere

2 Maintand China is excluded from this calculation because
of the absence of reliable data Indications are that industrial
production began to recover in 1968 from the disruptive effccts
of the “caitural revolution” of the two preceding years; the
gsecond half of 1968 seems to have brought a considerable
advance. In some provinces, output is reported to have heen as
muck as 50 per cent above the low 1967 levels, Industrial im-
ports which had exceeded food imports in 1967 reverted to
second place in 1968



to over 5 per cent above the 1967 level, The gain
in southern and south-eastern Asia was almost
4 per cent; well over twice the low average rate of
agricultural growth that has characterized the 1960s.
Good 1968 crops in Iran and Iraq were responsible
for a 5 per cent agricultural expansion in western
Asia (see table 6).

Table 6. World agricultural growt,
by region, 1960-1968

(Percentage)

Annnal rate of increase

Region®

fazerae, 1967-1968h
Developed market cconamics 30 24
North America 20 L7
Western  Furope 27 1.6
Japan oo 24 08
Southern hemispheie 36 51
Centrafly planned  cconomivs 3.5 29
USSR ‘ 29 35
Eastern Europe 39 17
Developing connlrics 21 23
Latin America . 28 —08
Central  American  Com-
mon Market . 45 0.7
Africa 20 1.6
Western Asia . 41 51
Southesn and castern Asia 1.5 39
Worlde . 27 24

Source: Centre for Development Planning, Proiections
and Policies of the United Nations Secretariat, based on
Food and Agricuiture Organization of the 1Jnited Nations
{FAQ), Production Yearbook, information supplied by the
United States Department of Agriculture, and national
spurces

A Tor definition of the regions, see table 1.

b Preliminary.

¢ Hxcluding smainland China.

The unfavourable climatic conditions that prevailed
over south-eastern BEurope resulted in a reduction
of agricultural output in most countries in that area
including Buigaria, Cyprus, Greece, Italy, Lebanon,
Romania, Syria, Turkey amd Yugoslavia (sce
table 71 Another zone of unfavourable conditions
stretched across Africa from Senegal to Sudan and
there were poorer crops in Ghana, the Ivory Coast,
Mali, Niger, Toge and Upper Volta,

Agricultural results in Central America in 1968
were generally poor: with the notable exception of
Costa Rica, almost all the countries in this region
recorded lower production or helow average increases.
The faliing off was largely in the 1968-1969 coffee
crop, though in El Salvador the cotton crop was
also poor; food crops were satisfactorily higher
in most of these countries. The coffee crop also ac-
counted for the reduction in agricultural production
in Brazil: at about 16.5 million hags, the 1968-1969
crop was only about 60 per cent of the average yield
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in the 1960s. The only area to register an increase
in coffee production was eastern Africa.

One of the features of the 1968 agricultura! situa-
tion was a record world wheat harvest of well over
300 million tons, 8 per cent above the previous peak
in 1966 and one third above the average of the first
half of the decade. Large crops were reaped in North
America (61 million tons), Latin America (11 mil-
lion tons), EEC (32 million tons), USSR (78 mil-
lion tons), North Africa (6 miilion tons), Southern
Asia (23 million tons) and Australia (15 million
tons).?

Rice production also reached a new peak in 1968
of about 186 million tons in countries excluding
mainland China; this was 2 per cent more than in
the previous year and 15 per cent above the average
for the first half of the decade. There were record
crops in the United States (almost 5 million tons),
Latin America (almost 11 million tons), Africa
(6.5 million tons, largely from Madagascar and the
United Arab Republic) and in most of the main
Asian rice producing countries (including 59 milijon
tons in India, 20 million in Pakistan, 18 million in
Japan and 16 million in Indonesia).

Though the 1968 maize crop was 4 per cent below
the previous year's record, it was one sixth above
the average for the first half of the decade and the
reduction between 1967 and 1968 was concentrated
very largely in the United States where the mid-
year carry-over was the highest since 1964. There
was a sizable increase in Argentina, Mexico and
Thailand among the exporting countries and also
in western Furope, the principal importing region,
where the French crop was well over § million tons,
almost doubie the average for the first half of the
decade,

Barley production was also at a record level of
111 million tons, 7 per cent above the 1967 crop and
almost a third higher than in the first half of the
1960s. Record crops were reaped in North America
(16 million tons), the USSR (22 million tons),
Australia and Morocco (about 2 million tons each)
as well as in the main importing region, western
Europe (38 million tons) and in Asia where India,
Iran and the Republic of Korea all registered higher
vields from larger acreages

Cereal production was also higher in Hastern
Germany, and even more so in Poland where the
total agricultural output, instead of declining as had
been expected, registered a 4 per cent advance. This,
along with the increase in the USSR referred to
above, raised the over-all gain for the European
centralty planned economies to about 3 per cent in
1968, compared with 2 per eent in the previous year.

3 Preliminary data compiled from national and trade
sources by the United States Department of Agricalture;
see, )Form’gu. Agriculture  Circwlar, FG6-69 (Washington,
DC).



Table 7. Distribution of countrics according to rate of increase in agricultural
production, 1960-1968"

{ Percentage per anmni)

Countries in which, relative to the avcrage rate of fncrease between 1960 and 1967 the increase
in agriculinral production between 1967 and 1968 was

Significantly greater

More or less the same

Significantly less

1960 1947- 1960- 1967 1960- 1967
1967 1968y 1967 15680 1967 19630
280 Morocco 42 55 Thailand 7 7.2 Israel 4
34  Aupstralia 17 50 Canada H 55 Venezuela 1
]9 Tunisia 15 47 Kenya 6 90 Nicaragua 1
3 Iraq 12 55 Panama 5 24 Japan H
20 Costa Rica 12 48 China (Taiwan} 5§ 24 Fhngary 1
w08 Uruguay 1t 35 Poland 4 31 New Zealand 1
45 Spain 1i 41 United Republic 24  Angola 1
25 Ceylon Y of Tanzania 4 38 Portugal 1
-1} Norway 9 42 Philippines 4 30 Ireland —
42 Tran 8 42 Honduras 4 51 Republic of
w32 Trimdad and 29 USSR 4 Korea .
“Tobago 8 24 Austria 3 39 Turkey —1
—12 Conga (Demo- 34 Burundi 3 73 Ivory Coast -]
cratic  Repub- 34 Cameroon 3 3t Sudan —]
lic of) 7 28 Liberia 3 15 Nigeria —1
49 Mexico 7 28 TUganda 2 16 United Arab Re-
19 Chile 6 18 Tederal Repuhlic public —1
1.5 Indonesia 6 of Germany 2 49  Guatcmala e b
43 Malaysia 6 25 ¥inland 2 12 Peru —2
27 TPakistan 5 11 Sierra Leone 2 07 Upper Volta —2
—14 Republic of Viet- 20 Ethiopia 2 29 Braxil —a
Nam 5 06 Switzerland 2 30 Madagascar —2
24 TFrance 4 17 United States Z 3.3 United Kingdom 2
02 Denmark 4 22 Cambodia 1 42 Syria —2
19 Crechoslovalda 4 15 Belpivm- --11 Dominican Re-
19 Colombia 4 Luxembourg 1 public -3
0.5 India 4 —  Mali ] 31 TLialy —4
06 Dahomey 4 —27 Haiti —2 37 Romaniz i
—06 DBurma 4 18 Togo —5
—0.7 Guinea 4 32 Ecuador —5
19 Netherlands 4 14 JFamaica e
07 Bolivia 3 42 Yugoshvia —6G
—  Swoden 3 31 El Salvador —G
(3 TRwanda 2 04 Guyana —7
—23 Algeria 2 30 Argenting i
22 Paraguay -7
—34 Cuba —3
4.7 Buigaria -
23 Ghana —10
27 Senegal -11
52 QGreece —13
43 South Africa  —13
61 Lebanon —14
5.7 Niger —15
89 Cyprus w18
5.0 Jordan —33
—  Malawi 50

Source: Sce table 6. . . .
aIn each column, countries are listed in de-

These large cereal crops in mast of the major
exporting countries and some of the principal net
importers resulted in a perceptible easing of prices.
Average wheat prices in 1968 were the lowest since
1965, while rice prices, which had climbed steeply
after the 1964765 season, began to decline early
in 1968 and in some markets, fell 20 per cent in
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scending order of the change from 1967 to 1968
I Preliminary.

the cowse of the year, The prices of feed-grains
which had begun to weaken in 1966, declined very
sharply between mid-1967 and mid-1968, dropping
to less than 530 per ton, to the lowest level of the
decade, even though carry-over stocks were much
smaller than those that had characterized the early
1960s.




The increase in the supply of cereals facilitated an
expansion in several livestock products. The output
of meat continued to rise faster than population
growth rates in most regions: there was an increase
of well over 3 per cent in North America, almost
3 per cent in western Furope, just over 2 per cent
in eastern Durope and about one per cent i the
USSR, Among the exporting regions, the outstanding
increase was in Oceania where, after a very low rate
of growth earlier in the decade, production rose by
almost 8 per cent in 1968 In Seuth America, the
1968 increase of 1.6 per cent was helow the decade
average.

The expansion in milk production between 1967
and 1968 (about 2 per cent) was less than that in
meat, but, as the demand for milk products is rising
much more slowly than the demand for meat, world
market prices for the latter were generally well
maintained while those for butter continued the
downward slide that had begun in 1964. In many
countries, however, these market trends were not
mirrored in the prices received by producers. Indeed,
the large grain and dairy output in western FEurope
was in part the consequence of high support prices
offered to farmers under the common agricuitural
policy of EE.C. In 1968 the dual problem of financing
the programme {with costs approaching $3 biilion
a year) and disposing of surpluses of wheat and
bulter grew so unmanageable that there was talk
of modifying the policy particularly with respect to
the structural improvements in the farm sector that
constituted one of the ostensible objectives of the
support arrangements.

World sugar production increased by about 3 per
cent between 1966/67 and 1967/68 and by a
further 4 per cent in 1968/69. In the first interval,
the principal gains were in Europe and the USSR;
in the second they were in Asia (particularly India)
and the United States mainland. Though this recent
growth has been more in keeping with the rise in
demand than was the expansion induced by high
prices of 1963 and 1964, it left carry-over stocks at
a relatively high level. At 12.5 million short tons
(raw value), stocks were over 30 per cent higher
than the average for the first half of the 1960s,
while at 76 million short tons world production of
centrifugal sugar in 1968/69 was less than a fourth
above the earlier average.

As in the two previcus years, the workl market
price of sugar averaged less than 2 cents a pound
i 1968—between a half and a third of the prices
obtained under the Commonwealth Sugar Agree-
ment and the United States quota arrangement. With
a new International Sugar Agreement about to take
effect, however, prices began to harden in the iast
quarter of the year. I'xport allecations, 10 per cent
helow hasic quotas, came into operation in 1969 to

defend the agreed floor price of 325 cents per pound
~—just about twice the lowest monthly average in

1968,

In contrast to the output of basic food crops,
production of the beverage crops showed little or
no advance. The 1968/69 coffee crop amounted to
61 million bags (of 60 kilogrammes each), about
the same as in 1966/67, 11 per cent helow the
1967/68 figure and 7 per cent below the average
for the first half of the decade. As indicated above,
the principal reduction was in the output of Brazil,
but smaller crops were the rule throughout Latin
America and West Africa,

The 1967/68 cocoa crop was about the same as
the preceding one, below world consumption for
the third successive year. Farly estimates of the
1968/09 crop indicate a reduction of about 11 per
cent. The decline is partly in Brazil but mainly in
West Africa where heavy rains in the third guarter
of 1968 have adversely affected yields and deliveries
i Ghana and Nigeria (where output is expected to
be well below the average for the first half of the
1960s} as well as in the Ivory Coast and Togo.

Tea production in 1968 was slightly above that of
the previous year (2 per cent) the smaller producers
in Africa being mainly responsible for the expan-
sion, although in Malawi poor weather resulted in
@ 6 per cent decline. The output in Ceylon, just
short of 500 million pounds, was only 1 per cent
above the level of two years earlier, while the volume
of tea exported from India in 1968 had not regained
the 1963 level.

World supplies of fats and oils in 1968 were
generally ample. As implied above, the output of
animal fats—lard, tallow and butter—reached record
figures, 10 to 20 per cent above the average for
the first half of the 1960s. The most spectacular
expansion, however, was in the output of soya heans :
at almost 40 million tons, the 1968 crop was 7 per
cent above the previcus one and 40 per cent above
the average for the first half of the decade. The main
inerease in 1968 was in the United States which
now accounts for well over two thirds of the world
production (including mainland China where the

1968 crop is thought to have been somewhat below
the 1960-1964 average).

The 1968 crop of the other leading source of soft
edible oil, ground-nuts, was below the level of the
two previous years and not much (4 per cent) above
the first half decade average. The poor 1968 turnout
is chiefly a reflection of the reduced harvest in Inia,
though production was also helow ecarlier levels in
most Latin American countries and in much of
central and east Africa as well as Senegal, where
drought and the disincentive effects of the Joss
of French preferences combined to reduce yields by
about 10 per cent.



Crops of other vegetable oil seeds in 1968 were
generally below the record levels of 1967. Lack of
moisture reduced sunflower seed yields in eastern
Europe and the USSR, which had difficulty in
marketing the large exportable surplus of oil from
the 1967 crop. Rape-seed production was lower in
India and Pakistan and also in Canada where poor
export prospects, mainly in EEC, discouraged plant-
ing. The sesame seed output was also lower, chiefly
in Burma, Colombia and India, as was safflower seed
in Australia, Mexico, Spain and the United States;
the olive crop suffered because of cyclical declines
in Greece and Italy.

Qutput of the various palm oils is thought to have
reached the lowest level of the decade in 1967 and
1968 and a turning-point in the historical trend.
Commercial production of paln oil itself in 1968
was about an eighth above the low figure of 1967, a
continued recovery in the Democratic Republic of
the Conge, as more and more small holders re-
sumed their collections and a rapid growth of new
trees in Malaysia being the principal features. The
same two countries were responsible for a reversal of
the downward trend in the production of paim ker-
nels: as Nigerian output continued to recede, how-
ever (the 1968 crop being about hatf that of 1965),
world production remained well below earlier levels.
In the case of coconut oil, world production con-
tinued its downward drift in 1968. The 1968 output
of nuts, however, was probably above the 1967 fig-
ure: there were small increases in Indonesia, in the
Philippines, despite typhoon damage to the palms in
1967, and an 8 per cent increase in Ceylon. As part
of an attempt to revitalize the industry, seven of the
major producers—Ceylon, India, Indonesia, Malay-
sia, the Philippines, Singapore and Thailand—came
together late in 1968 and organized a trade and
development group to be known as the Asian Coconut
Community aimed at raising productivity and qual-
ity, improving processing facilities and stabilizing
prices

As reported earlier in this chapter, world produc-
tion of naturai rubber rose 6 per cent between 1967
and 1968. This was well above the slow upward
trend and reflects a major increase of almost an
eighth in West Malaysia and Thailand. The recov-
ery set in motion in Indonesia in 1967 was not
fully sustained, and output from this second largest
source wag fractionally Iower in 1968,

World production of natural fibres was far from
buoyant in 1968. The 1967/68 wool clip was be-
tween 1 and 2 per cent greater than that of the
previous year and 1968/69 saw a further 2 per
cent expansion. The rise in commercial suppiies was
slightly greater than this, as with a stabilization of
auction prices for cross-bred wools, the New Zea-
land Woo!l Commission was able to dispose of about
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a sixth of the stocks it had aeccumulated in the
course of supporting prices during 1967,

While the 1967/68 cotton crop was slightly
smaller than the average in the first half of the
decade, that of 1968/69 was 10 per cent higher.
These changes in world production were centred
very largely in the United States, where the 1967 /68
cottonn crop was sharply down and the 1968/69
crop up again, though still well below earlier aver-
ages. Tn the aggregate, production in the developing
countrics has continued to expand: the 1967/68
crop was about an eighth larger than the average in
the Arst half of the decade and there was a further
5 per cent growth in 1968/69 Compared with
carlier crops, the most notable increases registered
in 1967/68 were in Brazil (one fifth above the
1960-1964 average), India {up one eighth), Pakistan
(up over 40 per cent}, the Sudan (up one third)
and Turkey (up two thirds). Except in the case of
India, these major producers registered further gains
in 1968/69. On the other hand, production in
Mexico, Peru, Syria and the United Arab Republic
showed little or no growth during the decade.

The output of other natural fibres was lower in
1968 than in 1967, The decline was general: it af-
feeted jute, sisal, abaca and henequen in virtually ali
producing countries,

In the case of hard fibres, the 1968 output was
below the average for the first half of the decade
in a number of countries including Angola, Haiti,
Kenya and United Republic of Tanzania (sisal), the
Philippines (abaca) and Mexico (henequen). At
about 800,000 tens, world production of hard fibres
in 1968 was 8 per cent below the 1967 level and
11 per cent below the 1960-1964 average.

After having risen sharply in 1967, jute produc-
tion also receded in 1968 to Lelow the average for
the first half of the decade The decline was partly
a response to the low prices occasioned by the large
1967 craop and partly the result of floods in the main
producing areas of India and Pakistan. If mesta
production in India and Thailard is included, total
output in 1968, excluding mainland China, was
about 2.5 million tons, 10 per cent less than the
1960-1964 average.

Reductions in the output of what are essentially
export crops in the developing countries served in
many cases to strengthen the international market.
Though reflected in lower rates of growth in domestic
production, such reductions tend to benefit exporters
by way of the terms of trade. Moreover, they do not
affect local food supplies. Thus, although almost
half of the ninety-eight countries for which data
are available registered declines in agricultural out-
put between 1967 and 1968 (or rates of increase
significantly below the longer term average) and



less than a third recorded significantly over aver-
age rates of increase, yet the year saw some further
easing of the world food situation, As indicated
above, there was a major increase in grain produc-
tion in the deficit régime of North Africa and
southern Asia, either in 1967 or in 1968 or in some
cases in both years. Altogether, the gains in food
production in the develeping countries of Asia ex-
cluding mainland China amounted to about 4 per
cent between 1967 and 1968, well ahove the longer
term rate of increase for this areat

Thus, notwithstanding the poorer performance in
South America and in sub-Saharan Africa, thanks
to better results in Asia, the over-all expansion in
agricultural production in the developing countries

t No official information of a quantitative natuie is avaiable
on agricultural developments in mainland China. Scaltered
picces of evidence suggest that while in terms of organization,
1968 Drought some stabilization to the Chinese countryside
after two years of “eullural revelution”, the weather was far
less favourable, being abrormaliy dry in the north and abnor-
mzliy wet in_the south, so that the year's output showed no
further gain, The first hal{ of the year was the least favourable,
cold and rainy weather having apparently greatly reduced the
carly rice crop. Except in the north, the autumn harvests were
much more bountiful.
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in 1968 was above the long-term average, However,
it was fractionally below the rate of progress regis-
tered in the more advanced countries and, more sig-
nificantly, it was below the rate of growth in popu-
fation. The period 1967-1968 saw the beginning of
a potential agricultural revolution based on a scien-
tific genetic approach to crop selection and cultiva-
tion methods. The experience of the period served
to emphasize the fact that higher yield strains consti-
tute only one component of what is a complex group
of requirements for assuring an adequate rate of
agricultural progress for the future. It hecame
strikingly clear that the need for other inputs was
a question not only of volume but also of timing,
cost and proper proportions. Emphasis was also
thrown on the problems of transporting and handling
the increased volumes of both inputs and outputs.
Attention was once more drawn to certain long-
standing institutional aspects, of paramount im-
portance in some areas, the reform of which would
not only ensure that farms were better adapted
technologically to the new cultivation possibilities
but also create adequate motivation among land-
owners and land users.



Chapter 11

TRADE

International trade was one of the most dynamic
factors in world economy in 1968. Most of the major
trading regions registered an export expansion well
above the average for the carlier years of the decade
and the over-all growth of almost one eighth was one
of the highest rates on record.

The most significant advance in terms of bhoth
absolute and relative size and also in terms of impact
on the rest of the world was in the trade of the
developed market econamies. The exports of western
Furope and North America increased by 12 per cent
and those of Japan by twice as much The only
lagging region was the primary producing group in
the southern hemisphere: lower prices for cross-

bred wool, butter and lamb and smaller shipments
of wheat reduced the export earnings of Australia
and New Zealand (see table 3).

Among the centrally planned economies, the largest
increases were registered by the USSR, though pro-
portionately the advance made by DBulgaria and
Poland was even greater. The exports of the cen-
trally planned economies of Asia to the rest of the
world appear to have declined again in 1968.

Though exports from Spain leapt up again in
19683, the over-all growth in the trade of southern
Europe was less than half the 1960-1967 average.
This reflects the poor agricultural results in south-
eastern Turope referred to in the previous section:

Table 8. Growth of world trade, by region,® 1960-1968

(Ahoral average percentage ncrease)

Exports f.0.b, Dmports ca.f.
Regionn Awverage Average -
19601967 1967-1963" 1950-1967 1947-1968"
Developed market economies 87 13 g2 i2
Notrth America 7.6 12 9.7 21
Western Europe 87 12 85 10
Japan e 160 24 128 11
Southern hemisphere 63 5 78 5
Southern Europe 114 5 153 6
Centrally plamied cconomiese 83 14 74 9
USSR 8z 10 61 10
Eastern Eurepe 84 9 82 8
Deweloping coumntrics . S a3 8 52 7
Central American Common Market 113 13 117 4
Rest of Latin America 48 4 38 9
Africa 7.9 14 38 5
Western Asia a4 8 73 16
Southern Asiz 32 8 40 —10
Eastern Asia 49 11 68 14
World 82 12 83 11

Sonrce; Centre for Development Planning,
Projections and Policies of the United Nations
Secretariat, based on International Monetary
Fund (IME), International Finaucial Statistics
and national sources,

1 The regions comprise the countries lsted in
the foctuotes to table 1 plus the following:

Rest of Latin merica; Barbadoes, Guade-
loupe, Guyana, Haiti, Martinique, Netherlands
Antilles and other Caribbean islands.

Africa: Algeria, Angola, Cameroon, Central
African Republic, Chad, Congo (Brazzaville),
Dakomey, Gabon, Liberia, Mali, Mauritania,
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Mauritius, Mozambique, Niger, Réunion, Sene-
gal, Sierra Leone, Togo, the United Arab Re-
public, Upper Voita and Zambia,
Western Asia: Jordan, Kuwait, lL.ebanon,
Southern Yemen and other Gulf States.
Southern Asia: Afghanistan

Eastern #sig: Brunei, Cambodia, Hong Kong,
Laos and the Republic of Viet-Nam,

b Preliminary, based for some countries on
returns for a period of less than tweive months.

e fixeluding the Asian centrally planned
ccopomies. Imporis are valued foh




exports from Greece and Turkey were actually lower
in 1668 than in 1967 and there was only a fractional
advance in Yugoslavia.

Among the developing countries, the mast strik-
ing gains were registered by Africa and southern
and eastern Asia. African export earnings recovered
sharply from the 1967 slowdown: the better harvest
in the north, higher cocon prices and greater mineral
receipts, particularly from petroleum and copper, all
contributed to the expansion of about 14 per cent
The 1967-1968 advance in southern and eastern Asia
was over double the 1960-1967 average. Its most
noteworthy feature was its non-traditional compo-
nent: though the cepra market was much more stable
than in 1967, there was little improvement in the
market for tea while, average over the vear, jute,
rubber and tin prices were all lower. Much of the
gain came from increased shipments of manufactured
goods, not only from China (Taiwan), Hong Kong
and the Republic of Korea but also from India, the
Philippines and Singapore, where there was a notable
expansion in sales of metal and engineering products,

The growth of exporis from West Asia at just
over § per cent between 1967 and 1968 was slightly
below the longer term average. This was partly
the result of the closure of the Suez Canal in Tune
1967 which diverted petrolewm: demand o African
sources. {Libyan exports were almost 60 per cent
above the 1967 level.)

Latin Amcerican export growth in the period 1967-
1968, though hetter than that of 1966-1967, was still
below the 1960-1967 average. The principal drag
lay in Argentina where, as indicated above, agricui-
tural production was down by 7 per cent: shipments
of maize were substantially Delow the high 1966.
1967 level; meat exports were affected by more
stringent precauations against foot-and-mouth disease
in Furopean markets, especially in the United King-
dom,* and, on a smaller scale, hide and linseed oil
sales were also lower. There were also reductions m
the carnings of several of the Caribbean sugar ex-
porters, and virttally no advance in exports from
Guyang, Paraguay and Venezuela. In Chile, copper
shipments which had been rising rapidly in recent
years to o record level during the 1967-1968 Unired
States copper strike, tailed off markedly in the second
half of 1968. Despite a notable recovery in the foreign
trade of Brazil, including record coffee exports and
increased earnings from cotton, sugar, maize, beef
and iron ore, and a continuation of the vigorous
growth of exports from Mexico, Peru and some of
the Central American Common Market countries, the
over-all expansion in Latin American export proceeds
was less than hatf the 1968 developing country aver-
age and below the region’s own longer term rate.

1 The United Kingdom bar on imports of Sowth American
beef was terminated in April 1968.

EXPORT EARNINGS

The course of export earnings in individual coun-
tries in 1968 was strongly influenced by the nature
of exportable supplies. The countries that registered
the greatest increase were those that were able to
ship manufactured goods to areas with a healthy
import demand, most notably the United States.
Some primary exporting countries benefited from
high or rising commodity prices (as in the case of
cocoa and copper, for example); others suffered a
shrinkage in earnings as a result of low or declining
prices on the international market for their major
exports (as in the case of sugar, sisal, olive oi},
lutter and coarse wool), In some cases, the change
in earnings hetween 1967 and 1968 was more a
reflection of abnormally high or low receipts in the
earlier year than of the events or policies of 1968,

A number of carrency realignments were made in
1967, especially in November when sterling was
devalued. The impact on 1968 trading results was
far from uniform. Of the twenty-three trading coun-
tries whose currency was devalued from its previous
parity or depreciated against the major currencies,
about a third failed to maintain the 1960-1967 rate
of growth in export earnings measured in United
States dollars, another third registered an expansion
more or less in line with the previous tread and the
remainder achieved a significant aceeleration,

Altogether, among the 114 countries for which
data are available or for which estimates have been
made, there were almost as many (36 per cent)
with 1968 export growth rates significantly below
the decade average as there were with rates signi-
ficantly above that average (38 per cent) (see
table 9). Among the latter were several of the coun-
tries that had devalued their currencies in 1967
Most notable in the group was Spain whose export
earnings rose by 15 per cent largely as a result of
increased sales of manufactures and in spite of
smaller shipments of citrus fruit and olive oil. In
the case of Sierra Leone, the export recovery in
1968 followed three years of decline and, being
based largely on diamonds, was probably nof attri-
butable to the devatuation. Ghana, which devalued the
cedi in July 1967, also earned more from dinmonds,
though the main contribution to its export recovery
came from the rise in cocon prices. Changes in the
rate of exchange probably plaved a larger role in a
recovery in trade in Urnguay ; this was based chiefly
on meat shipments, and brought export earnings
back to the 1964 level. The same was true in two
other inflationary economies, Brazil and Indonesia
The highest returns of the decade were recorded for
sales of coffee, cotton and iron ore by Brazil and of
rubber and petroleum by Indonesia. Another group
of devaluing countries were among those whose rate
of export growth in 1968 was more or less in line



Table 9. Distribution of countries according to growth in exports,* 1960-1968

{Annual percentage change)

Countrics in which, i relation to the average annual fuercase in exvports belween 1960 and 1967,
the increase between 1967 and 1968 was

Sipnificantly greater

More or less the same

Significamtly less

1949- 1967- 1960. 1947- 1960- 1967-
1567 1044n 1967 1948 1967 Ipsgb
—4.1 Dahomey 54 40.5 Republic of 173 Libya 59
~1.3 Sierra Leone 37 Korea 42 30.1 Upper Volta 19
63 Mozambique 33 218 China {Taiwan) 25 143 Bulgaria i1
106 Ivory Coast 3 135 lialy 17 17.8 Lebanon 9
50 Iraq 26 135 Central African 152 Surinam 6
153 Jordan 25 Republic 16 135 Gabon 6
140 Honduras 24 148 Israel 15 100 Hungary 5
160 Japan 24 129 Hong Kong 14 10.0 Romania 5
123 Togo 22 134 Liberia 13 7.5 Philippines 4
07 Réunion 21 89 Peru 12 124 Portugal 4
76 Cameroon 20 105 Norway iz 87 Denmark 4
99 Canada 19 82 USSR 10 159 Nicaragua 4
87 Costa Rica 19 70 Austria 10 103 Chile 3
—1.0 Guadeloupe 19 69 TUnited States 10 31 Tl Salvador 2
169 Guatemala 16 6.7 Mexico 10 21.3 Panama 2
102 Belgium-Luxem- 116 Saudi Arabia g 7.7 United Republic
bourg 16 88 Sweden 9 of Tanzania 2
100 Angola 16 79 Cyprus 9 9.2 DBarbados 2
7.0 Chad 16 69 Eastern Germany 9 7.6 Australia 1
10.7  Spain 15 61 Syria 9 79 Uganda 1
@1 Netherlands 15 50 United Kingdom 7 7.9 Jreland 1
9.6 Federal Republic 68 Tinland 7 139 Yugoslavia 1
of Germany 14 61 Ecuador 6 57 Guyana 1
24 Sudan 14 68 Bolivia 6 24 Venezuela —-—
41 Brazil 14 54 Trinidad  and 21 Afghanistan —
21 Uruguay 13 Tobago 6 89 Paraguay e
95 Switzertand 13 39 Tunisia 6 5¢ Mauritius -2
97 Poland 13 63 Kuwait 6 947 Mauritania -
47 Madagascar 12 69 Kenya 5 53 Jamaica —2
7.8 Pakistan 12 54 Ethiopia 5 114 Iran —3
79 France 11 39 New Zealand 2 20 Cambedia —4
21 Colombia 11 —1.0 Ceylon -2 75 ‘Thailand i
02 Singapore 11 —19.9 Republic of 72 Turkey —5
—1.1 Brune!l 11 Viet-Nam  —25 133 Greece —6
58 Crechoslovakia 10 7.0 Argentina —7
58 South Africa 10 49 Martinique -7
17 Malaysia 10 5,6 Burma ] (}
1.8 United Arab Re- 136 Congoe ({Braz-
public 10 zaville) —11
31 Senegal 9 74 Nigeria —13
—18 Ghana 9 93 Iceland —16
28 India 9 159 Niger —17
34 Moroceo 6
08 Haiti 6
26 Algeria 5
w32 Indonesia 5
~—12 Dominican Re-
public 4

Seurce: Centre for Development Planning,
Projections and Policies of the United Nations
Secretariat, based on IMF, Inuiernational Fi-
nancial Statistics and national sources.

with the decade average: these included Ceylon,
Cyprus, Finland, Hong Kong, Israel, New Zealand
and ‘Trinidad and Tobago as well as the United
Kingdom itself, whose exports rose by 6.7 per cent
in dollar terms (compared with a longer term growth
of about 5 per cent) and by almost 23 per cent in
terms of sterling. In Ceylon rupee earnings rose
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2 Measured fob. in dollars,
b Preliminary, based in a number of cases on
data for a period of less than twelve months,

20 per cent but dollar earnings were at the lowest
level of the decade; only rubber, among the main
exports, was shipped in greater volume; tea, the
principal item, barely reached the 1963-1964 level
while coconut products, though recovering well from
the 1966-1967 set-back, were far below earlier sales
levels, In New Zealand, there was a rise of 25 per




cent in terms of local currency but of only 2 per cent
in United States dollars; a sharp recovery in wool
shipments and a coatinued expansion in sales of
lamb and mutton did little more than offset a reduc-
tion inn butter sales. The other countries in the group
maintained more satisfactory growth rates. In Tri-
nidad and Tobago, this was based on increased ship-
ments of petroleum products; in Finland, on recovery
in wood-puip trade (up 5 per cent in volume in
1968) and wood (up 11 per cent); and further
expansion in paper sales {up 7 per cent}; in Cyprus,
on recovery in copper and iron shipments and further
rapid growth in sale of citrus fruit; in Hong Kong,
on continued expansion in shipments of various
manufactures (chiefly textiles and clothing but also
electronic apparatus and a wide range of plastic
products) ; and in Israel on citrus fruit, cut diamonds
and some manufactured goods.

In the third group of devalning countries which in-
cludes Barbadoes, Chile, Denmark, Guyana, Iceland,
Ireland and Jamaica, the relative importance of trade
with the United Kingdom and the market weakness
of such commodities as butter, sugar, tea and cross-
bred wool combined to hold the rate of export ex-
pansion in terms of dollars below the 1960-1967
average. In the case of Denmark, even the kroner
receipts from the major traditional exports (butter
and bacon) declined to the lowest level since 1963,
a 4 per cent increase in dollar terms was achieved
through exports of manufactures The small gain
(3 per cent) registered in Chile in 1968 reflects a
slowing down in the rate of copper expansion; ex-
port earnings from copper had doubled Dbetween
1963 and 1967 In Jamaica, there was a reduction in
shipments of bauxite and bananas and, though sugar
exports recovered somewhat {rom the low 1967 figure
and alumina continued the expansion that had made
it the country’s principal export, fotal earnings were
below the 1967 level in dollar terms. In Iceland, the
fish catch declined by a fourth in 1967 and by a
further third n 1968; prices for frozen fish also
declined and export receipts followed suit with redue-
tions of 30 and 20 per cent.

Among the ninety countries not affected hy changes
in currency value in 1967, over 40 per cent registered
a sharp upsurge in exports in 196§ In many cases
this was no more than a marked recovery from an
earficr decline or lag in export proceeds. Brunei,
Colombia, Dahomey, the Dominican Republic, Gua.
deloupe, Haiti, India, Malaysia, Réunion, Senegal,
Singapore, the Sudan and the United Arab Republic
had all experienced reductions or extremely slow
growth in their exports during the first seven vears
of the decade. Chad, Iraq and Morecco, with some-
what better export performance, recovered in 1968
from set-backs in the immediately preceding period

Though commodity composition played an impor-
tant part in the earlier lag and subsequent upsurge
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in these countries’ exports, this was not the only
factor. Other countries heavily dependent on coffee
or cotton, such as Angola, Costa Rica, the Ivory
Coast, Madagascar and Pakistan, were among those
whose increase in export earnings in 1968 succeeded
a period of vigorous growth. But most of the coun-
tries in which the 1968 upsurge was preceded by
a relatively high rate of export expansion lelong to
the more advanced group. They include Belgium-
Luxembourg, Canada, the Federal Republic of Ger-
many, Japan, the Netherlands, Poland and Switzer-
land, all of which ecxceeded the world average
both for the 1960-1967 rate of increase (8 per cent),
and for the 1968 upswing (12 per cent). At slightly
lower rates, Czechoslovakia, France and South Africa
also registered significant improvements on the decade
average,

Most of the more advanced countries that main-
tained their earlier rate of export growth in 1968
were increasing their trade at less than the world
average. This group includes Austria, Fastern Ger~
many, Sweden, the USSR and the United States,
as well as, at lower rates, three of the countries that
devalued their currencies in November 1967, Fin-
land, New Zealand and the United Kingdom. The
exceptions were Italy and Norway both of which
maintained above average rates of export expansion
in 1968

Among the developing countries, those maintain-
ing above average rates of export expansion included
not only Hong Kong and Israel, as indicated above,
but also the Central African Republic, where dia-
monds boosted cotton and coffee carnings, China
(Taiwan)} and the Republic of Korea, both of which
were increasingly involved in exporting manufac-
tures, Liberia, with its exploitation of iron ore de-
posits, and Peru, where a rapid expansion in receipts
from fishmeal, copper and silver, iron ore and other
non-ferrous metals more than compensated for lagging
returns from cotton and sugar Export rates were
also maintained by Cyprus, Mexico, Saudi Arabia
and Syria at rates less than the world average but
above that of the developing countries. The other
developing countries that maintained their decade
trend in 1968 were all in the slow-growing categoty
they include Bolivia, Ceylon, Ecuador, Ethiopia,
Kenya, Kuwait, the Republic of Viet-Nam, Trinidad
and Tobago and Tunisia.

The countries whose export returns i 1968 were
significantly below the decade trend were all in the
category of primary producers. Among the deveioped
market economies in this group were Australia, still
suffering from the poor 1967/68 wheat harvest
and Jow wool prices, Denmark, Iceland, Ireland and
Portugal as well as Greece and Turkey, where, as
indicated in chapter I, agricultural production was
relatively poor in 1968, The centrally planned eco-



nomies of south-eastern Europe—Bulgaria, Hungary
and Romania—were also in this group, largely as a
result of poor harvests. A lower agricultural out-
put was also a major influence in the decline in
exports of ground-nuts from Niger, of maize and
linseed from Argentina in addition to two successive
years of reduced wheat shipments and of cotton, meat
and hides from Paraguay.

In a few cases, in Lebanon, Libya and the Upper
Volta, for example, the deceleration in 1968 was from
an exceptionally high rate of increase in the earlier
part of the decade and left the countries in ques-
tion with an export performance still above the devel-
oping country average. Deceleration, though to a
rather lower rate of increase, also took place in
Gabon and Surinam in 1968, after rapid growth in
previous years based in the former on the opening
up of new petroleum and manganese resources and
in the latter on the expansion of bauxite exports.

The 1968 deceleration also took place after par-
ticularly rapid expansion in cotton exports from
Nicaragua, in bananas and, in earlier years, in pe-
troleum products from Panama and, as indicated
above, in copper from Chile. In Mauritania, iron ore
exports which had only begun in 1962 levelled off
at mine and transport capacity in 1966. In TIran,
there had been a netable upsurge in petroleum pro-
duction and exports in 1967 in the wake of the
hostilities in the Middle East: exports in 1967 vielded
more than twice the 1963 amount, and 1968 saw a
levelling off. In the Congo (Brazzaville), the up-
surge had occurred in the first half of the decade;
exports of wood and diamonds levelled off after
1965 and diamond shipments were sharply down in
the second half of 1968

There was a marked deceleration, from rates that
had been above the developing country average, in
exports from Ll Salvador and the United Republic
of Tanzania, reflecting in the first case reduced ship-
ments of coffee and cotton and in the second a
decline in diamond sales and sisal prices. The slack-
ening in export growth was rather less in the Philip-
pines and Venezuela. In the former, earnings from
wood shipments continued to increase rapidly; from
sugar they increased more slowly and from abaca
they declined at a swift pace. More was earned
frem coconut products in 1968 than in 1967, but the
amount was well below the 1963-1966 level. In Vene-
zuela, petroleum exports continued to rise slowly,
but shipments of iron ore receded further from the
1966 peak. A sharp decline in petreleum shipments
was the main cause of the reduction in export pro-
ceeds in Nigeria, though less cocoa was shipped also.

The remainder of the countries registering a signi-
ficant reduction in the rate of increase in export
earnings belonged either to the sugar-producing
group (Barbados, Guyana, Jamaica, Martinique,
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Mauritius) or to the rice-producing group (Burma,
Cambodia, Thailand) Most of the former were
among the devaluing countries and did better in
terms of local currencies than in terms of dollars.
Though teak exports from Durma were more
buoyant, rice shipments continued to decline: in
1968 they were about one sixth of the 1963 level in
volume and one fourth in value. Thailand did better
from rubber and maize exports in 1968, but ship-
ments of rice, tin and kenaf were all lower in volume
and value: rice earnings were the lowest since 1963.

Very few of the more advanced countries registered
less than a 10 per cent gain in export earnings
(measured in dollars) between 1967 and 1968 apart
from FEastern Germany, Sweden and the United
Kingdom, the lagging group consisted entirely of
primary producers, Australia and New Zealand and
the peripheral countries of Europe—Cyprus, Den-
mark, Finland, Greece, Hungary, Iceland, Ireland,
Portugal, Romania, Turkey and Yugoslavia Rela-
tively few of the developing countries registered
more than a 10 per cent gain in export earnings in
1968, Those which did for the most part consisted
of countries which were recovering from a set-back
in 1967, or, in some cases, 1966; of exporters of
metals or petroleum; or of countries, such as China
(Taiwan), Hong Kong, Israel and the Republic of
Korea, where trade has been increasingly in indus-
trial products.

The vigorous growth in the exports of manu-
factured goods in 1968 served to increase still further
the share of the developed market economies in
world trade: it was about 68 per cent of the total
(outside maintand China) at the beginning of the
1960s and by 1968 it was approaching 71 per cent
(see table 10). The expansion was in the share of
EEC (from 24 per cent to 27 per cent) and of japan
(from 3 per cent to 5 per cent) and at the expense
of the European Free Trade Association {EFTA),
whose contribution to total exports declined from
nearly 15 per cent to not much more than 13 per
cent, of Latin America, where the decline was from
merely 7 per cent to not much more than 5 per cent,
and of southern and south-eastern Asia, from & per
cent to less than 5 per cent. North America more
or less maintained its 20 per cent share of total
exports, as did the centrally planned economies other
than mainland China (at just under 11 per cent),
Africa (at 4 per cent) and western Asia (at be-
tweent 3 and 4 per cent}

IMPORT EXPENDITURE

When classed according to destination, world ex-
ports to the centrally planned economies increased
by just over 8 per cent between 1967 and 1968,
exports to developing countries increased by almost
10 per cent and those to the developed market eco-
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Table 10. World trade:* regional share in exports, 1960-1968
(FPercentage of fotald

Regian 1940 1961 1967 1968

Develaped market econonmiesh 67.9 682 70.3 709
North America 208 202 19.9 200
Western Europe 40.8 41.6 427 429
EEC 235 24.3 264 270
EFTA 146 14.6 13.5 131
Japan 32 32 49 55
Centrally planned econontiese 105 109 10.8 107
USSR . 44 45 4.3 4.3
Eastern Europe 61 64 6.3 62
Devcloping counfriest 217 200 18.9 184
Latin America® 6.8 66 55 51
Adfricat 4.2 4.1 4.0 4.1
Western Asia® 34 33 37 36
Southern Asiah 17 16 12 12
Fastern Asial . 4.3 41 35 34
Torar {hillions of dellars) 126 133 213 237

Sowree: Centre for Development Planning,
Projections and Policies of the United Nations
Secretariat, based on United Nations, Monilily
Bulictin of Statistics.

& Excluding exports from China (mainiand).

¥ Canada, United States, western FEurope,
Australia, Japan, New Zealand and South
Africa.

¢ Alhania, Bulgaria, Crechoslovakia, Eastern
Germany, Hungary, Poland and USSR.
4 The rest of the world excluding the de-

nomies by 12 per cent (see table 11). The most
vigorous growth was In trade among the developed
market economies which rose by 13 per cent. The
expansiont in the centrally planned economy trade
was largely within the group: as reported by the
exporters, centrally planned economy imports from
the developing countries increased by not much more
than 3 per cent and with the developed market eco-
nomies by about 4 per cent (appreciably less than
in 1967). The exports of the developing countries
rose by more than twice as much as they had be-
tween 1966 and 1967 : there was a marked increase
in reciprocal trade between developing countries (6
per cent) though the main expansion, both absolutely
($3 billion) and relatively (9 per cent}, was in ship-
ments to the developed market cconomies.

In terms of interregional trade flows, the most
striking feature of 1968 was the expansion in exports
to North America, not only from western Furope
{24 per cent) and Japan (35 per cent) but also, on
a smaller scale, from southern and south-eastern
Asia (19 per cent) and Africa (20 per cent) as
well as within the region {19 per cent). The expan-
sion in exports from North America to other re-
gions, though sizable by historical standards, was
more modest in comparison with the 1968 upsurge
in imports: 9 per cent to western Europe, 14 per
cent to Fatin America, 18 per cent to West Asia
(see table 12).

veloped market economies, the centrally planned
economies and China (mainland),

¢ Twenty republics.

f Continental Africa excluding South Africa.

B Cyprus, Iran, Iraq, Israel, Jordan, Kuwait,
Lebanon, Saudi Arabia, Southern Yemen, Syria,
Gulf sheikhdoms,

b Afghanistan, Ceylon, India, Palkistan,
_!Burma, Cambodia, Chira (Taiwan), Hong
Kong, Indonesia, Malaysia, Philippines, Repulb-
lic of Viet-Nam, Singapore, Thailand.

Apart from the expansion in its exports to North
America, western Europe increased trade within its
own boundaries by about an eighth and its exports
to western Asia recovered sharply (23 per cent)
from the 1967 set-back. Exports to Latin America
rose by the same proportion as those to North
America (14 per cent), though in absolute value the
increment was only half as great. There was an-
other major increase (one fourth) in shipments to
the USSR, chiefly from EEC. Exports to Africa
also rose substantially (10 per cent), again chiefly
from EEC. Altogether, exports to developing coun-
tries rose by about $1 billion from HEEC and by
about half that amount from EFTA.

Japan increased its exports to every region (ex-
cept eastern Europe) and by major proportions in
each case. In value terms, the principal gains were
in shipments to North America (up one third)
and to southern and south-eastern Asia (up one
fourth).

Japan was also, in its turn, the most rapidly
growing market for the developed market economies
of the southern hemisphere, Australia, New Zealand
and South Africa: their combined exports to Japan
increased by 28 per cent in 1967 and a further 14
per cent in 1968 By contrast, their exports to their
main traditional markets in western Furope failed
to make good in 1968 the decline in exports from;



Table 11, World exports: value in 1966 and percentage change, 1967 and 1968
(Million of dellars; percentage)

Exparts to
Couniry group and item Dﬁf’ffﬁﬂfd %ﬁg::ﬂ:ij D‘ﬁﬁf?ﬁ:’;g Worid
CEANOTNILT ceononlicy
Developed market econgmiest
Value in 1966 105,680 5,760 29,540 141,470
Percentage change from preceding year
1967 0.1 89 25 55
1968 130 38 114 124
Centrally plamned economies®
Value in 1966 o 5,580 13,860 3,230 23,200
Percentage change from preceding year
1967 . 6.1 84 440 7.3
1968 47 108 33 86
Developing couniriest
Value in 1966 28,080 2,340 7,970 38,710
Percentage change from preceding year
1967 4.9 --81 26 37
1968 9.2 33 61 81
W orldd
Value in 1966 139,340 21,690 40,750 203,370
Percentage change from preceding year
1967 . 59 68 26 54
1968 120 82 9.7 111

Sonrce: Centre for Development Planning,
Projections and Policies of the United Nations
Seeretariat, based on United Nations, Monthly
Bullethy of Statistics, June 1969,

¢ North America, western Europe (including
Turkey and Yugoslavia, excluding Cyprus),

Australia, Japan, New Zealand and South
Africa,

bUSSR and eastern Europe (excluding
Yugoslavia) pius trade of mainland  China,

Mongoliz, North Kerea and North Viet-Nam
with rest of the world.

Australia and New Zealand in 1967. In 1968, their
principal trade gain was the result of a major re-
covery of 18 per cent in exports to North America.

After eastern Europe, the main destination of
Soviet exports is western Europe: this trade was
approaching $2 billion in 1968, 8 per cent above the
1967 level FHigher proportional increases were regis-
tered in the case of the smaller flows to western
Asia {one third), mainland China (one sixth) and
Latin America, including Cuba (one eighth). Ex-
ports to the developing countries in Africa which
had risen by 30 per cent in 1967 declined by one
sixth in 1968. Exports to southern and south-eastern
Asta were also lower.

Though Latin American exports to North Amer-
ica rose by an exceptionally large amount (9 per
cent), this was offset by a decline of almost 4 per
cent in shipments to western Europe. The most
promising features of Latin American trade in 1968
were the one eighth expansion in exports to Japan
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clatin America, Africa {other than South
Africa) and Asia {other than mainiand China,
Japan, Mongolia, North Korea, North Viet-
Nam and Turleey).

dThe figures for total exports include certain
exports which because their regions of destina-
tion could not be determined, are not found else-
where in the table. Because of slight differences
in definition and coverage the data in this table
may not always agree exactly with those pre-
septed clsewhere in this chapter.

and the only slightly inferior growth of trade among
Latin American countries themselves.

The African trade gains were almost entirely in
fiows to the more advanced countries: increase of
one fifth in exports to North America and to Japan,
of one sixth to western Europe and one seventh to
eastern Furope and the USSR,

The expansion in the main trade flows of western
Asia was at only half the 1966-1967 rate: exports
rose by 7 per cent to western Turope in 1968 and
15 per cent to Japan. The effect of this slowing down
was largely offset, however, by a recovery in exports
to North America and Africa after the sharp 1967
decline. Exports to southern Europe, southern and
south-eastern Asia, Australia and South Africa con-
tinued to increase rapidly.

The most important gain in the case of southern
and south-eastern Asia was a one-fifth increase in
exports to North America, putting this market for
the first time ahead of western Europe. There was
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& further advance (of about @ per cent) in exports
to Japan, but in the wake of the improved rice
harvest of some of the food-deficit countries in the
region, trade among the southern and south-eastern
Asian countries again recorded very little growth,
Exports to castern Europe and the USSR, which
had receded in 1967, just about regained the 1960
level

Tmplicit in the export matrix is the fact that the
distribution ¢f changes in imports in 1968 was less
symmietrical than that in exports: a much smaller
proportion (30 per cent) of the countries registered
a gain between 1967 and 1968 significantly above the
trend and a much larger proportion (almost a half)
registered either a decline in imports in 1968 or an
expansion significantly helow the 1960-1967 average
(see table 13). This reflects the preponderant in-
fluence of the growth of demand in a few of the
major trading countries, most notably the United
States (with a 24 per cent increase in imports be-
tween 1967 and 1968), the Federal Republic of Ger-
many (17 per cent) and Belgium-Luxembourg (16
per cent),

A surprisingly vigorous rise in Imports occurred
in some of the countries which devalued their cur-
rencies in November 1967, There was a 41 per cent
increase in Israel, after a sharp dip in 1967 and
three years of wvirtually stationary imports before
that, Import growth was also above the longer term
average in Ireland and Jamaica and in the United
Kingdom, where the result was a failure to achieve
the hoped for improvement in the halance of trade,

Among the centrally planned economies, the rise
in tmports in 1968 was approximately in line with
the rise in exports, reflecting the high proportion of
reciprocal trade between these countries, though
eastern Furopean imports from the USSR rose
rather more and Soviet imports from eastern Europe
rather less than in 1967. Imports into mainland
China increased marginally, the main expansion
coming from the USSR and eastern Europe and,
after a decline in 1967, from Japan and Canada

Among the developed market economies, the ex-
pansion in Nerth American imports far exceeded
not only the longer term rate but also the 1968
expansion in exports and the 1968 expansion in im-
ports of other industrial countries By contrast, im-
ports into Japan rose slightly at less than the 1960-
1967 rate and much less than the country’s exports.
In western Europe, the growth in imports in 1968
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was more nearly in lise both with the historical rate
(just under 10 per cent as against a 1960-1967 aver-
age of 85 per cent a year) aund with the growth
in exports (12 per cent). In the southern hemi-
sphere group the combined changes were also in
line, though the main cut in imports in 1968 cceurred
in South Africa, the country with the highest rate
of export growth, while the main increase in imports
occurred in Australia, the country with the lowest
growth in exports in 1968,

In southern Furope, imports, like exports, rose
at well below the longer term rate. Marked reduc-
tions in the rate of increase of imports into Spain
and Yugoslavia offset acceleration in the flow into
Greece and Turkey, where 1968 brought a recovery
from a 1967 decline,

Among the developing regions, only in the case
of Africa was the 4 per cent growth of imports in
1968 in line with the longer term rate and this
average represented widely disparate results from
country to country, ranging from a massive 36 per
cent increase in Libya to reductions of more than
one eighth in the Central African Republic, Nigeria,
Tunisia and the United Arab Republic. In other
regions, the over-all rise in imports was generally
substantially higher, with the notable exception of
southern Asia where, in the wake of the improve-
ments in domestic food supplies, both India and
Palistan imported appreciably less (about one tenth)
in 1968 than in 1967, In Latin America, western
and eastern Asia, the 1967-1968 growth in imports
was just about twice the average rate of each region
respectively for the earlier years of the decade In
Latin America, the expansion was largely in Brazil
(28 per cent), Colombia, where a gain of 29 per
cent almost restored imports to their 1966 level, and
Mexico {12 per cent), though Argentina, Costa
Rica and Venezuela also recerded significantly above
average increases. In western Asia the main accelera-
tion was in Iran (to 23 per ceut), while in Israel
and Syria imports recovered sharply from the 1967
setback and Saudi Arabia also expanded its imporis
substantially (to about one sixth). In eastern Asia,
the most notable acceleration was in Hong Kong
{to 13 per cent in 1968), the Republic of Korea
(47 per cent) and Singapore (15 per cent), but
there was also a recovery from a 1967 decline in
Cambodia and Malaysia, and continued rapid growth
in the imports of the Philippines (9 per cent in
1968} and Thailand {15 per cent),




Tahle 13, Distribution of countries according to growth in imports,® 1960-1968

(Annnal pereentage change)

Countries in which, in relation io the gweroge annual incrcase in imports between 1960-1967,
the fncrease between 1987 and 1968 was

Siguificantly greater

More or loss the same

Significantiy less

1050- 1967- 2960- 1067- 1960- 1967~

1967 1p480 1047 1963w 1967 1948v

17.2 Republic of 15.6 Saudi Arabia 17 13.1 Réunion 9

Korea 47 129 Thailand i5 122 Angola 9
66 Israel 41 138 Ienduras 14 13.5 Dominican Re-

185 Libya 36 113 Upper Volta 13 public 3
14 Coiombia 29 11.0 France 13 114 Panama G
1.3 Brazil 28 151 China (Taiwan) 12 136 Kuwait 5
4.0 Syria 25 139 DBuigaria 12 11.2 Yuposlaviz 5
9.9 United States 24 92 Netherlands 11 126 DBolivia 5
9.1 TIran 23 128 Japan 11 81 Barbados 5
38 Ethiopia 21 79 Jamaica 10 132 TRomania 4
13 Cambodia 20 81 Sweden 10 1090 Taoge 4
67 Ivory Coast 19 B5 Switzerland 9 108 Ttaly 4
89 United Republic 80 Philippines 9 8.7 Paraguay 3

of Tanzania 19 89 Guatemala G 66 Cyprus 3
83 Ecuador 18 77 Ireland 8 125 Martinique 3
93 Greece 17 83 Poland 8 59 Eastern Germany 3
49 Madagascar 17 81 Austria 8 90 Denmarlk 2
90 Federal Repub- 78 Kenya 8 116 Guadeloupe 2z
e of Ger- 49 United Kingdom 7 89 Hungary 2
many 17 82 TUganda 6 233 Spain 1
57 Czechoslovakia 16 77 Llebapon 5 64 Dahomey 1
08 Belgium-Luxem- G4 Jordan 4 54 Trinidad  and
Lourg 16 03 Congo (Brazza- Tohago 1
0.4 Scnegal 15 ville) 1 110 Cameroon -
09 Singapore 15 03 Ceylon 1 52 Afghanistan —_
80 Mozambigue 14 24 Sierra Leone 1 144 Brunci —
9.3 Canada 14 —4.0 Urvguay —3 09 Mauriting —2
96 Hong Kong 13 ~2.7  Mauritania —4 09 Mauritius —2
63 Mexico 12 —20 Ghana —4 90 Norway -
68 Australia 1z -84 Burma w10 90 Soulh Africa -2
93 Costa Rica 12 96 Portugal -2
64 Turkey i1 119 Gabon —3
6.1 USSR 10 23 Iray —3
6.3 Chad 9 115 E! Salvador —4
34 Venezuela 10 184 Niger —4
—33 Arpentina 7 102 Swrinam —4
3.0 Malaysia 7 70 Liberia —5
24 Morocco 7 75 Finland —6
~=0.5 Indenesia 7 32 New Zealand —0
-9  Haiti 4 175 Nicaragnua —8
0.6 Suodan -0
7.5 Pakistan 16
34 India —11
63 Chile —12
5.3 United Arab
Republic —13
131 Republic of
Viet-Nam  —13
111 Central Af-
rican Re-
public —13
15 Nigeria w14
120 Iceland —15
41 Tunisia w16
62 Guyana ~18
119 Peru —24

Source: Centre for Development Planning,
Projections and Poiicies of the United Nations
Seeretariat, based on IMF, Imtcrnational Fi-

nanctal Slatisifcs and national sources.
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w Measured cif. in dollars.
b Preliminary ; based in a number of cases on
data for a period of less than twelve months.



Chapter 111

THE STATE OF ECONOMIC BALANCE

‘While in a number of ways the sources of eco-
nomic disequilibrium were tackled in 1967 and 196§,
both within individual countries and in matters
affecting relations between countries, many of the
deeper seated difficulties proved more recalcitrant
than had been hoped, The successes were generaily
localized ; the imbalances with the widest interna-
tional implications yielded very little to the measures
applied.

For purposes of a global survey it is desirable to
review the state of inmternal and external balance
separately, although they are closely interrelated.
Indeed, one of the main reasons why, notwith-
standing the vigorous growth of the world economy
in 1968, the state of international balance stilf re-
mained precarious lies in the apparent lack of success
of several of the major countries in restoring visible
evidence of better domestic balance. The manifest
difficulties in the way of both deflationary and in-
flationary internal adjustments led to a renewed
debate on the advisability of easing the domestic
problem by providing for greater flexibility in rela-
tions between national currencies.

On several occasions between November 1967 and
May 1969, evidence was available regarding the
magnitude of privately owned resources that could
be mobilized in expectation of quick gain from a
change in parity. The task of keeping national price
levels in Hne in the face of even the ordinary distor-
tions induced by technological developments and insti-
tutional rigidities has become hoth more important
and more difficult, especially for those countries
whose industrial structure or external indebtedness
males for greater vulnerability. The need for close
and continuous collaboration at the official level to
keep the international monetary system functioning
smoothly as the servant of economic growth irrespec-
tive of its technical nature has been amply demon-
strated.

CHANGES IN INTERNAL BALANCE

On the basis of preliminary data, it is possible to
detect a shift of resources from consumption to in-
vestment in 1968. In most of the major countries,
private consumption increased between 1967 and
1988 at much the same rate as eatlier in the decade;
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it was fractionally higher in Belgium, Japan, Poland
and the USSR, fractionally lower in Frauce, the
United Kingdom and the United States. Among the
more advanced countries, there was a marked accel-
eration in private consumption in Australia, Czecho-
slovakia, Luxembourg and South Africa but more
significantly, a marked deceleration in Canada, the
Federal Republic of Germany, Italy, the Netherlands,
Sweden? and Switzerland (see table 14). This ten-
dency for the rate of increase in private consumption
to slacken was repeated among the developing coun-
tries so that, in the aggregate, rates above the 1960-
1967 average were registered in 40 per cent of the
reporting countries and rates below that average in
G0 per cent.

At the same time there was also a tendency for
fixed capital formation to increase more than total
production, raising the investment ratio above the
decade average in almost two thirds of the sixty
cotmtries for which data are available (see table
15}. Among the industrial market economies, Italy
was the only one with a significantly lower invest-
ment ratio in 1968, though there were small reduc-
tions {below the 1960-1967 average) in Canada, the
Federal Republic of Germany and Switzertfand. A
large majority of the developing countries—twenty-
three out of the thirty-two reporting—raised their
investment ratios in 1968; the most notable excep-
tions, with low average ratios, further reduced in
1968, were Brazil, Ceylon, Xcuador, Indonesia, the
Sudan and Uruguay.

In the centrally planned economies, the Increase
In gross investment outlays was generally greater
than the inerease in total production, except in Hun-
gary, where fixed investment had been particularly
high in 1967; it was also significantly above the
1960-1967 average in the more industrialized coun-
tries in the group, such as Czechosiovakia, Eastern
Germany and the USSR, Investment expanded to a
greater extent than consumption in all countries ex-
cept Czechoslovakia where, as indicated above, there
was a particularly sharp rise in consumer spending,
and Hungary where there was a levelling off in
capital formation in the socialized sector (see table

1In Sweden, the deceleration in the growth of private con-
sumption was more than counterbalanced by an acceleration
in public consumption.




Table 14. Distribution of countries according to rate of increase in
privaie consumption

(Percentage per anmom)

Countrics in which, in relation to the sverage annnal increase <n privaie consumption between 1960 and 1907,

the increase belwween 1947 and 1968 was
Sipnificantly preater More or less the sante Significantly less
1960 1967- 1960- 1967- 1960- 1967-
1967 19680 1957 1Dgin 1967 19684
6.1 Republic of 90 Japan 96 8.4 China {Taiwan) 62
Korea 127 7.8 Venezuela 7.0 51 Canada 4.5
80 Israel 11.1 7.1 Mexico G9 54 Italy 45
3.9 Philippines 9.6 59 USSR 6.5 57 Netherlands 43
35 Czechoslovakia 9.0 6.0 Thailand 64 52 Chile 43
29 Morocen 86 69 Greece 64 51 Paraguay 43
57 South Africa 7.3 48 Poland 6.0 6.1t Yugoslavia 40
52 Ecuador 78 53 DPakistan? 5.2 47 TFederal Re-
6.3¢ Bulgarin 7.8 55 Bolivia 52 public of
29 Ceylon 7.1 534 Trance 50 Germany 4.0
60 Drazil 69 48 United States 47 69 FEl Salvador 37
56 Colombia 67 50 Costa Rica 40 47  Austria 36
48 Singapore 58 46 Guatemala 42 42 Sweden 3z
. Luxembourg 55 39 Belgium 40 67 Panama 30
49 Honduras 55 30 Norway 34 47 Switzerland 25
43 Fungary 50 28 United Kingdom 27 46 Denmark 1.5
4.1  Australiat 4.9 46 Finland 1.5
28 Ireland 49 6.5 Dominican Re-
30 Eastern Ger- public 15
nuny 47 6.3 Nicaragua —{2
28 Argentina 40 03 Uruguay —0.9
81 Pern .3
55 Iceland —54
Source: See table 1, £ 1960-1966.
u Preliminary. 1 Figcal year ending 30 June of year indicated.
b Eiisc:il vear beginning 1 July of wvear indi-
catec

16). Thus 1968 saw the expansion of both con-
sumption and investment in Czechoslovakia, Eastern
Germany, Poland and the USSR, In Bulgaria and
Romania, the increase in investment in 1968, though
helow the decade average (13 per cent), was above
what had been plammed. Planned investment was also
exceeded in Czechoslovakia, Poland and the USSR,
suggesting difficulties in implementing the efforts that
were being made to improve the balance between
demand and supply in the capital goods and construc-
tion industries, In some cases, the greater degree of
decentralized decision-making associated with eco-
nomiec reforms seems to have militated against cut-
backs in the initial work on new projects

Among the developed market economies, only
Japan, and at a lower level Australia and South
Africa, managed to accelerate the gain in private
consumpiion in 1968 while at the same time raising
their investment ratios, This was also achieved hy
a few developing countries, most notably the Re-
public of Korea, hut alse several other countries in
southern and south-eastern Asia, such as the Philip-
pines, Singapore and Thailand, and some countries
like Morocco where there was a striking agricul-
tural recovery in 1968, At the other end of the
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spectrum were the countries in which a deceleration
in the growth in consumption was accompanied by
a reduction in the mvestment ratio: these included
Austria, Canada, the Federal Republic of Germany,
Finland, Italy and Switzerland among the developed
market economies and Peru and Uruguay among
the developing countries. With the major deficit
countries, France, the United Kingdom and the
United States, maintaining or raising their con-
sumption and investment and the major surplus
countries the Federal Republic of Germany, Italy
and Switzerland, slowing down their rate of advance
on both fronts, the scene was set for an accentuation
of one of the most troublesome international im-
halances.

Further evidence of the imbalance among the prin-
cipal developed market economies may be gleaned
from the course of unremployment, wage costs and
cotmmodity price levels.

The upswing in production n 1968 was associated
with a sharp decline in unemployment in a number
of developed market economies (see table 17}, most
notably the Federal Republic of Germany and the
Netherlands, where by the end of the vear the num-
ber of job vacancies greatly exceeded the number



Table 15, Distribution of countries according to ratio of fixed investment
to gross domestic product, 1960-1968

(Percentage)

Countrics in swhieh, in velation to the average ratio of fived fuvestment to gross demestic product
between 1960 and 19467, the ratio in 1968 was

Significantly higler

More or less the same

Significantly lowwer

e i 0 a5
321 Iccland 392 325 Yugoslavia 332 249 TFinland 222
339 Japan 369 294 Norway 286 274 Tsrael 213
207 Thailand 290 264 Switzerland 255 212 Ttaly 200
250 Netherlands 276 234 Sweden 243 219 Spain .
259 Australiac 275 248 Federal Republic 154 Peru 183
153 Republic of of Germany 238 180 Zambia

Korea 270 235 Greece 238 181 Portugal ..
227 Denmark 240 27 Austria 237 136 Uruguay 123
210 France 230 224 Canada 218 122 Ecuador 10.5
215 Scuth Africa 228 208 Belgium 214 127% Sudan 98
184 Ireland 225 196 Argentina 193 799 Indonesia 46
159 China (Taiwan) 213 200 Costa Rica 192
141 Malawi 212 176 Venezuela 185
187 Bolivia 205 17.1 Panama 18.0
177 Cyprus 201 168 United States 16.7
181 United Kingdom 196 17.0  Colombia 166
150 Turkeye 19.6 160 Chile 16.1
159 Tranf 100 135 E! Salvador 139
165 Nicaragua 182 132 Ceylon 125
126 Dominican Re- 125 Brazil 124

public 17.9 %78 Madagascar 161

13.82 United Repubiic

of Tanzania 17 8¢
13.7 Honduras 175
154 Mexico 17.2
160 Malaysia 170
139 Philippines 163
144 Paraguayh 162
136 Pakistant 148
117 Singapere 14.8
11.5 Moracco 135
114 CGuatemnazla 127

Source: See fable 1.

t Preliminary.

b 1960-1666,

¢ Fiscal year ending 30 June of year indicated.

d Ratio of fixed investment to gross domestic
product at factor cost.

e Current price dafa.

of unemployed worlers, as had been the pattern
throughout the 1960s until 1967. In the Federal
Republic of Germany, output per man-hour in manu-
facturing was about 7 per cent higher in 1968 than
in 1967 and wage costs per unit of output about 4
per cent lower. There was an even sharper rise of
productivity in manufacturing in Japan, with more
or less stable unit costs.

In France, by contrast, unemployment exceeded
vacancies by a margin that on average was higher
in 1968 than earlier in the 1960s. The disruptions
in May sharply reduced the gain in output per man-
hour (to below & per cent in manufacturing) and
inflated the average wage cost per unit of output (by
about 6 per cent for the year as a whole), Unit wage
costs also rose in the United Kingdom hy 2 per cent
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t Fiscal year heginning 21 March of year in-
dicated.

£ Average of 1960, 1962-1967.

i Ratio of gross investment to gross domestic
product.

1¥iscal year beginaning 1 July of vear indi-
cated.

and in the United States by 5 per cent. In the
United Kingdom, the excess of unemployment over
vacancies, which had risen during 1967, declined
somewhat in 1968, hut the 6 per cent advance in
output per man-hour worked in manufacturing was
the highest since 1964, In the United States, the
unemployment rate declined to the low ratio of 3.3
per cent of the civilian labour force by the end of
1968, and there was only a small 2 per cent advance
in ocutput per man-heur.

Though the rise in unit costs in the United States
during 1968 came at an awkward time in relation to
the country's external balance, it should he viewed
in a longer perspective in order for it to be seen in
a proper international context. In the course of the
1960s, for example, wage costs per unit of manu-




Table 16. Centrally planned economies: changes in national income,

consumption and investment, 1965-1968

{Perceniage change from previous yeor)

Natipnal sucome®

Private consumptiont

Gross fived suvestuents

oy U et UGS e fUn 1
Bulgaria 76 6.5 63 7.8 1284 1104
Czechoslovakia . 4.0 70 35 90 14 86
Eastern Germany . . 4.0 53 30 47 59 100
Hungary 54 50 43 50 7.4 —
Paland 6.4 840 48 66 32 86
Romania . A . 9.0 70 98 388 130 111
USSR - o . 70 7.2 59 65 6.8 85

Source: See table 1 .

0 Net maierizl product at constant prices.

bIn the case of Eastern Germany and Ro-
mania, volume of retail sales {which in Romania
has probably been rising more rapidly than
total consumption}; the 1968 figures for Bul-
garia and the USSR are estimates; in the case
of Bulgaria, the first column refers to 1960-

¢ At constant prices except in the case of
Dulgaria; total investment in fhe case of
Czechosiovakia, Eastern Germany and  the
USSR investment in the socialized sector only
in the case of Bulgaria, Hungary and Poland;
state investment only in the case of Romania

4 Vatue at current prices.

¢ Net material product distributed {that is,

1966. consuymption plus mvestment) .
Table 17. Changes in unemployment in selected countries® 1967.1968
Percentage change in
unmber of unemployed from Perecentoge ratio of job
corrgsponding period vacancics to registered
Country of previois year unemploynient
Fourth quarter Fourth quarter Fourtl quarter  Fourth quarter
1967 1068 19567 1068
Auslria 14 —1 33 40
Belgium . 45 7 4 6
Canada 28 12

Denmark o . 126 25 . o
TFederal Republic of Germany 84 —350 70 269
France 42 11 14 21
Japan . meed w3 62 76
Netherlands 59 —28 81 159
Norway ‘ 44 38 49 24
Sweden . . 55 3 88 112
United Kingdom 12 - 43 51
United States . . . 9 —13 11 14

Sonrce; Centre for Development Planning,
Projections and Policies of the United Nations
Secretariat, based on Organisation for Economic
Co-operation and Development (OECD), Main
Ecoromic Indicators, June 1969.

facturing output have risen only 4 per cent in the
United States, compared with 10 per cent in Italy,
18 per cent in the Federal Republic of Germany, 20
per cent in Japan and about 22 per cent in France
and the United Kingdom This is in marked con-
trast to the change that has taken place in the aver-
age dollar price of exports of manufactured goods:
between 1960 and 1968 this declined substantially in
the case of Italy (about 6 per cent) and Japan (9
per cent} and increased in the other major industrial
couniries—by 9 per cent in the United Kingdom,
10 per cent in France, 11 per cent in the Federal
Republic of Germany and 13 per cent in the United

4 Because of differeaces in definition and com-
picieness ol coverage, data on unemployment
and job vacancies are not fully comparable
among countries. Even changes over time in
individual countries neced to he interpreted
cautiously.

States It is these changes which lie behind the rise
in the share in the manufacturing exports of the
developed market economies coming from Italy
(from 5 per cent in 1960 to 7 per cent in 1968)
and Japan (from 7 per cent 1o 11 per cent) at the
expense of those from France (from 10 per cent to
8 cent}, the United Kingdom (from 16 per cent to
11 per cent) and the United States (from 22 per
ceni to 20 per cent).

Data ou changes in manufacturing costs are avail-
able for oaly & small number of countries and in
the present context, their relevance is confined to
the developed market economies. A more general in-



dicator of changes in the supply/demand balance is
the movement of market prices.

As is sg often the case in the world economy with
all its complexity and diversity, the evidence of in-
ternal imbalance to be inferred from domestic price
movenents points to a2 wide variety of situations,
Although the number of countries in which prices
receded between 1967 and 1908 or rose at signifi-
cantly less than the average 1960-1967 rate was
appreciably greater than the number registering a
higher rate of price increase, the Iatter included many
of the countries in which inflationary forces were
particularly troublesome and damaging either be-
cause of sheer magnitude, as in the case of Chile and
Uruguay, or because the strategic commercial and
monetary interrelationships involved, as in the case
of France, the United Kingdom and the United
States. Table 18 shows recent movements in the
wholesale price index in fRlty-three countries for
which appropriate data are available, and table 19
sets forth similar data relating to the cost of living
or consumer price index in minety-three countries,

Where there was an easing of the pressure on
prices, it came in most instances from improvements
in the supply situation. This was brought about
largely by agricultural gains in such countries as
India and Morocco, in western Pakistan, in the
Philippines, where the effect of a 25 per cent up-
surge in imports in 1967 was wearing off in 1968,
and also in Spain, where food prices stabilized after
the first quarter of 1968, notwithstanding the expan-
sion in demand when the official austerity pro-
gramme, introduced with the devaluation of the peso,
was relaxed. The improvement in domestic supply
wasg assisted in a number of cases by an upsurge in
imports in 1908, as in Brazil {28 per cent), Colom-
bia (29 per cent), Israel (41 per cent) and the Re-
public of Korea {47 per cent).

In Brazil, the flow of goods from domestic in-
dustry was also substantially greater, reflecting an
easier credit policy and the deferment of certain tax
payments, Despite this last, budget cuts sharply re.
duced the federal deficit (from 2.6 per cent of gross
domestic product in 1967 to 1.6 per cent in 1968).
Thus the rise in money supply, though greater than
in 1967, was more closely related to the growth of
industrial output,

There was also a2 major reduction in the govern-
ment deficit in Argenting where revenue was in-
creased by hmportant improvements in tax adminis-
tration and expenditure was cut by contraction of
federal establishment : about 6,000 redundancies were
declared in the second half of 1967 and there was
virtually no increase in public consumption between
1967 and 1968 In addition, a wage freeze was im.
posed and efforts made to stimulate industrial pro-
duction by relaxation of controls over investment,
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Supplies from the large 1967 harvest met local con-
sumer demand and helped to finance a sizable in-
crease in imports in 1968, This in turn facilitated a
reversal of the downward drift in investment: fixed
capital formation increased by almost 13 per cent
between 1967 and 1968, The price rise in the course
of 1968 was about 4 per cent at the wholesale level
and 10 per cent at the retail level—both very low
figures by historical standards.

Strenuous efforts were also made to reduce in-
fationary pressures in Indonesia. The main object
of these was to stimulate domestic output by better
use of existing capacity; new investment dropped
back from 7 per cent of gross domestic product in
1966 to 6 per cent in 1967 and to less than 5 per
ceut in 1968, Some help was derived from United
States food aid in 1967 and a favourable harvest in
1968 as well as from an increase in external fi-
nancial assistance which facilitated the importation
of badly needed inputs. The production of milled
rice was 15 per cent higher in 1968 than in 1967,
while total imports, which had risen by a third be-
tween 1966 and 1967, increased a further 7 per cent
in 1968, The rate of increase in prices began to
slow down in the second half of 1968 and, in the
case of food, retail prices levelled off at the mid-
vear average. The price of rice, which had trebled
between 1960 and 1967 averaged about a fifth more
in 1968 than in 1967 and in the first quarter of
1969 was actually below the 1968 average.

In Yugoslavia, the supply of manufactures began
to improve in 1968 after two rather stagnant years:
there was a substantial recovery in industrial pro-
duction and a rise in productivity that kept factory
prices virtually canstant. A sharp rise in consumer
saving ratios also helped: private consumption in-
creased by only 4 per cent between 1967 and 1968,
much less than in the earlier years of the decade.
The increase in the cost of living, though well he-
low earlier rates, began accelerating during the
year, however, in the wake of the poor harvest and
a planned rise in rents; and by the beginning of
1969, official credit policy had hecome much more
restrictive.

Altogether, almost one third of the couniries for
which data are available reported a measurable dece-
leration in the rate of increase in consumer prices.
Most significant among them, from the point of
view of international equilibrium, were the leading
surplus countries of western Europe, the Federal Re-
public of Germany, Italy and Switzerland.

Most of the countries in which there was a distinct
acceleration in the rise in prices in 1968 belong to
the group that devalued their currencies along with
steriing in November 1967 There were particularly
sharp increases in Ceylon, Denmark, Finland, Ice-
land, Mauritius, New Zealand and Trinidad and
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Tobago, and some acceleration in the price rise in
Cyprus and Jamaica.

The increase in the United Kingdomt was some-
what less than had been expected in an economy so
dependent on imports. Wholesale prices rose 2 per
cent in the course of 1968 and retail prices 6 per
cent, while the year-to-year increases were just about
9 per cent and 5 per cent respectively. Nevertheless,
the problems caused by the severely deflationary
policies being pursued were accentuated and it be-
came more difficult to expand exports In the event,
money incomes kept pace with prices and, while
public consumption was held down, private con-
sumption continued to rise at just under 3 per cent
a year. Though fixed investment increased at not
much more than half the 1960-1967 rate, its ratio
to gross domestic product reached 20 per cent, a
figure somewhat higher than the 1960-1967 average.

France was also among the countries registering
a marked acceleration in the upward trend of prices
This reflected the disruption of production by the
strikes in May and June and subsequent wage in-
creases: as indicated abeve, hourly wage rates in
manafacturing rose by about a sixth in the course
of the year. The movement in refail prices was very
similar to that in the United Kingdom, but the
wholesale prices of intermediate goods, which had
been easing, rose steeply after the strike and at the
end of the year were 6 per cent above the cerres-
ponding 1967 figure. As in the United Kingdom,
the increase in fixed capital formation was well be-
low the decade average, but the investment ratio
rose to 23 per cent of gross domestic product, while
private consumption continued to expand at 5 per
cent a year.

There was also a marked quickening in price
movements in the United States: over the year there
was a 3 per cent increase at the wholesale level and
a 4.6 per cent increase at the consumer level. Hourly
earnings in manufacturing rose 6 per cent between
1967 and 1968 and also in the course of 1965 Ex-
pectations of continuing price increases seem fo have
motivated both consumers and businessmen: not-
withstanding the enactment of a 10 per cent sur-
charge on income taxes, consumption maintained its
earlier growth, at the expense of a sharp decline in
personal savings ratios, and the expaasion in fixed
investment (6.6 per cent) was above the 1960-1967
average (5.3 per cent). The rise in United States
prices contributed to similar increases in those of
some of its close trading partners, notably Canada,
Costa Rica, F1 Satvador and Guatemala, each of
which registered a 1968 rise well above the 1960-
1967 average.

More severe in its domestic impact was the rise
in inflationary pressures in Chile, Peru and Uru-
guay. In Chile, the main increment in demand came

from fixed investment which, largely reflecting a
projected expansion in the copper industry, rose by
about 10 per cent or almost three times the 1960-
1967 average. This was accentuated by a burst of
mventory building in anticipation of the effects of
a serious drought which affected the country in the
second half of 1968, helping, paradoxically, to in-
crease agricultural output figures because of greater
livestock slanghter, As manufncturing output re-
mained static for the third successive year and less
was imported than in 1967, supply did not keep
pace with demand and in the course of the year
wholesale prices rose by about 40 per cent in the
case of imported goods (as a consequence of the
depreciation of the escudo), a third in the case of
construction materials and a fourth in the case of
textiles and farm products.

Peru suffered even more from drought in 1968,
and per capila food production dropped to the lowest
level in the decade. As in the case of Chile, the
impact of rising food prices was accentuated by 2
sharp increase in the local cost of imported goods
following the 45 per cent devaluation of the sol
late in 1967, Tax veforms, a cutback in govern-
ment expenditure and restrictions on credit began
to slow down the rate of advance in prices in the
second half of 1968 For the year as a whole, how-
ever, consumption declined 4 per cent below the
1967 level in real terms and fixed capital formation
12 per cent, reducing the investment ratio in 1968
(18 per cent) to below the decade average

Tn Urnguay, also, a stabilization drive was
Tagnched in mid-1968, and for the year as a whole
both consumption and investment were about one
per cent helow the 1967 level. Tmproved tax collee-
tions reduced the budget deficit to 2 per cent of
expenditure from 21 per cent in 1967 This was
bridged by borrowing from the public rather than
from the banking system A more selective expan-
sion of credit assisted the agricultural sector to re-
cover from two vears of drought, with consequent
henefit to local suppiies and exports, an expected
increase of which in 1969 would permit a reversal
of the downward drift in imports. This would
facilitate a continuation of the deceleration in price
increases that was achieved in the second half of
1968 even though the wage freeze imposed in mid-
1968 was to be relaxed,

Strong inflationary pressures were also in evi-
dence in Ghana and the Ivory Coast where a poor
agricultural season was reflected in a one-fifth rise
in food prices. In the case of Ghana this accentu-
ated the continned shortage of imported goods.

After a lenglhy period of relative price stability,
there were signs of a marked increase in inflationary
pressures in China (Taiwan). These seem to have
been generated largely by the continued high rate



of expansion In investment, partly from foreign
sources: there was a 14 per cent rise between 1967
and 1968, only slightly below the decade average.
Employment opportunities have been increasing
faster than the lahour force, and in 1967 and 1968
shortage in skilled labour, combined with a strength-
ening of the bargaining position of some groups,
caused a sharp rise in hourly earnings and in unit
labour costs in manufacturing. Rents and building
costs began rising and food prices followed. The
Government tightened its credit policy in mid-1968
and prepared for a major reform in tax structure
and administration in an effort to hold off wage
increases and the risk of a repetition of the spiral
that had destabilized the economy in the 1950s.

Strong inflationary forces, not fully reflected in
increases in controlled prices, emerged in Czecho-
slovakia during 1968 Wage increases, higher wel-
fare paymenis and beiter agricultural returns all
helped to swell money incomes and the resultant
increase in demand was further inflated by the loss
of confidence in iuternal economic stability in the
fatter part of the year. For the year as a whole,
retail sales were 14 per cent above the 1967 level,
and sales of consumer goods other than food were
more than one fifth higher. Though supplies from
factories and farms rose well above planned levels,
the imbalance was acute and inventories were sharply
reduced. Plans for 1969 include a greater expansion
in supply, a curb on new investment and on the
rise in wages, and increases in various retail prices.

Altogether, in about a third of the reporting
countries, prices continued to increase at approxi-
mately the same rates as those recorded in the past.
They were over the 4 per cent mark in a number
of cases, not only in Chile and Ghana but also in
Japan and Libya {two countries with records of
high growth}, in Ireland after devaluation, in
Somalia and in Turkey, couniries with serious
shortages of [oreign exchange, The rate of price in-
crease also rose ahove the 4 per cent mark in the
course of 1968 in several other countries in this
group, including Nigeria, where the civil war was
taking its toll in production and trade, and in Syria
and the United Arab Republic, two more countries
which have found it extremely difficult to increase
their import capacity.

CHANGES IN EXTERNAL BALANCE

The state of economic balance among countries
needs to be examined at two levels: as a deter-
minant of policy priorities of a purely domestic na-
ture and as a veflection of the operating efficiency
of the mechanisms that, through the flow of goods
and capital, connect the country compeonent to the
world economy as a whole. In general, the larger
the country, the more likely it will he that the
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state of its external balance will be a matter of
concern not ouly to its trading partners tut also to
the international monetary system. Because of the
persistence of payments deficits in some major
countries, nofably the United Kingdom and the
United States, and of payments surpluses in others,
notably the Federal Republic of Germany, 1968 will
probably be viewed as a year in which little pro-
gress was made in bringing the principal trading
rations into alignment, rather than one in which
many smaller trading nations improved their ex-
ternal balance.

World trade as a whole was not unduly affected
by price movements in 1968, though differences in
the commodity composition of exports caused those
price changes that did occur to have an impact on
the terms of trade—and hence on the balance of
trade—differing from country to country and even,
to a much slighter extent, from region to region.

Largely as a result of the devaluation of sterling
in November 1967, the average unit value of world
exports in dollar terms was fractionally below the
1967 figure, and the quantum increase in world
trade was a record of one eighth, Because of the weight
of the industrial countries in the group that devalued
their currencies in 1967, the main incidence of the
decline in unit value was in the developed market
economies; the unit value of North American and
Japanese exports increased ahout 1 per cent, but with
average dollar prices of exports from EFTA de-
clining by about 4 per cent, the unit value of west-
erst Huropean exports was about 2 per cent below
the 1967 level. The combined effect of these di-
vergent movements was a slight reduction in the
average dollar price of the exports of the developed
market economies. Against this, the average dollar
price of exports from the developing countries was
marginally higher in 1968 than in 1967. As a result,
the average terms of trade of developing countries
as a group improved slightly: after a sharp deterio-
ration of 6 per cent early in the decade, developing
country terms of trade recovered most of the loss
and since 1964 have remained remarkably stabie

The price index of primary commodities exported
by developing countries changed very little between
1967 and 1968: it was still more or less at the
1960 level, around which it has fluctuated during
the decade. The food component of this index rose
marginally to 10 per cent above the 1960 level, the
mineral component remained at 1 per cent above
the 1960 level, while the agricultural raw material
component also remained at the 1967 figure; this
was, however, 17 per cent below the 1960 level
The price index of non-ferrous metals exported by
the developing countries was 6 per cent higher than
in 1967, 7 per cent below the 1966 peak, but 60
per cent above the 1960 level




It is not surprising, therefore, that while the over-
all export unit value index of developing countries
rose fractionally in 1968, the regions did not all fare
alike and there were even sharper differences among
individual countries. In general, the gains were in
Africa, where there was a 3 per cent rise in export
prices and Latin America which showed almost 2
per cent; the Asian group experienced a 1 per cent
reduction. Differences in the trading pattern of these
regions modified the consequences of the export
price changes: importers from sterling sources
gained a sizable benefit in dollar terms while im-

porters from the United States were exposed to a
more rapid rise in the cost of manuifactures. As a
result, the Latin American terms of trade receded
slightly, to approximately the 1958 level around
which they have fluctuated for ten years, The terms
of trade of developing countries in Asia remained
more or less at the level they had reached in 1964
after a 10 per cent decline from the figure at the
turn ©of the decade. The terms of trade of devel-
oping countries in Alrica were about 3 per cent
better than in 1967, recovering the ground lost be-
tween 1960 and 1962 (see table 20).

Table 20. Terms of trade,® by region, 1960-1968
{Percentage)

Average aninal

Change between

: N Export 1967 and 19680 T
Region 1 ;gg'}(g‘é? :u::'; f;:?!’}uc I:nfi:iémit L;:"a”r!scof

Deweloped market cconomics 03 e —1 —
North America 04 2 2 H
Western Eusope 03 —2 o —1
EEC ¢3 | -2 —
EFTA 07 —4 —2 —32
Japan ‘ 16 1 —1 1
Southern hemisphese G3 —2 - —
Devcloping  connirivs —01 - 1
(excluding petroleum) 0.5 - 1
Latin America 1.3 1 3 —32
{excluding petroleum) 21 2 —1
Africa -3 3 — 3
Western Asia - -1 -] —1 —1

(excluding petroleum) Q6 —3 . —_—
Southern and south-castern Asia —12 —1 — 1

Souree: Cenire for Development Planning,
Projections and Policies of the United Nations
Secretariat, based on United Nations, Monthiy
Bulletin of Statistics, July 1969

As suggested above, differences from country to
couniry were accentuated not only by the differ-
ences in the extent to which the cheaper sterling
imports were absorbed Dut also by a number of
sharply divergent trends on primary commodity
markets. Compared with 1967, significantly higher
average prices were realized for a number of pro-
ducts, including rice and cocon, copra, palm kernels
and linseed, cotton, aluminium, copper and lead and
their ores, and rock phosphate. Sugar prices on the
free market began to recover in the middle of 1968
and had virtnally doubled by the first quarter of
1969, By contrast, the market prices of a com.
parable range of commodities were substantially
lower in 1968 than in 1967 ; wheat, maize and tea,
for example, as well as ground-nuts and palm oil,
wool, jute and sisal, natural rubber, zinc and tin
and their ores, and iron, manganese and chrome
ores,
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o Export it velues divided by import unit
vajues. based on 1963 == 100
b Preliminary

Thus even within individual regions, the terms
of trade tended to move quite differeantly from
country to country. In Latin America, for example,
price movements tended to be favourable for Chile,
the Dominican Republic and Peru, unfavourable for
Argentina and Uruguay. In Alrica, the changes fa-
voured Cameroon, the Democratic Republic of Congo,
Ghana, the Ivory Coast, the United Arab Republic
and Zambia, while prices tended fo move against
Kenya, Liberia, Nigeria, Senegal and the United
Republic of Tanzania. Tn Asia, the heneficiaries of
price changes included Burma and the Philippines;
those that were placed at a relative disadvantage
included Ceylon, India and Malaysia.

For an up-to-date appraisal of the state of ex-
ternal equililrivm on a global scale, it is necessary
to rely heavily on two partial indicators: the halanee
of trade and movements in international liguidity.
Neither provides a definitive test of changes in the



state of external balance of individual countries.
The role of trade in the balance of payments differs
considerably from country to country, while liqui-
dity is an elusive concept, dependent not only on
the availability of convertible currency reserves but
also on the structure of external debt and the me.
chanisms for providing acconumodation and making
adjustments. It is clear that due caution must be
exercised in drawing inferences from changes in the
trade balance and in external reserves. Nevertheless,
such changes furnish primary evidence of the state
of international economic eguilibrium.

In the interpretation of the significance of move-
ments in the balance of trade, two considerations
need to be borne in mind. The first eatails the
genests of the movement—whether it reflects ex-
pansion or coniraction in exports or the opposite
change in imports. The second concerns the extent
to which commodity exports provide the means for
making external payments; a low ratio of export
earnings to import expenditure may reflect the avail-
ability of other sources of revenue, from shipping,
tourism, emigrant workers or interest receipts, for
example, rather than an increase in indebtedness,
while a high ratio may reflect the results of earlier
borrowing or direct foreign investment for the devel-
opment of the country’s export sector and be offset
in the current account by other outlays, for interest
and dividends.

One of the consequences of the great increase in
imports into the major trading countries in 1968,
accompanied as this was by a deceleration in the
growth in imports into a number of smaller trading
countries in the wake of devaluation or improved
agricultural production, was a widespread rise in
the ratio of exports to imports, both measured in
dollars. Among the 115 countries for which data
are available, 43 per cent recorded an export/
import ratio significantly above the average for
the earlier years of the decade, and in only 29 per
cent was the 1968 ratio significantly below the
earlier average (see table 21).

While there is no reason to expect all countries
to pay by means of exports for the import of goods
brought to their boundaries, trade payments and
receipts tend to be much larger and in the case of
many developing countries less stable than invisible
transactions. In general, therefore, an equilibrating
change is one that reduces the surplus of countries
that have active trade balances and moderates the
deficit of those which have passive balances. In this
more limited sense, 1968 was not a year in which
the balance of international trade was improved Of
the thirty-six couniries in which exports fo.b. ex-
ceeded imports cif, 70 per cent had a significantly
larger surplus in 1968 than in earlier years of the
decade, while only 11 per cent registered a smaller
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surplus. Conversely, of the seventy-nine countries
whose exports earnings fell short of import expen-
diture, over 35 per cent registered a significantly
greater deficit, while only 30 per cent financed more
of their imports through exports in 1968 than in
previous years, Only 15 per cent of the countries
with reduced export/import ratios reported an active
trade batance in 1968.

Most of the ceatrally planned economies con-
tinted to maintain a close relationship between ex-
ports and imports, However, the countries with the
most active balance, Eastern Germany and the
USSR, registered a further increase in export/
tmiport ratio in 1968, while those with the most
passive balance, Bulgaria and Romania, experienced
a reduction. In Poland, the trade balance changed
from passive to active.

Among the developed market economies, the most
significant contrast was between the deterioration
in the trade halances of France, the United King-
dom and the United States, which all had deficits
in 1968 when imports are measured cif, and those
of the Federal Republic of Germany and Japan,
which were both in surplus in 1968, and Belgium-
Luxembourg, Italy, Netherlands and Switzerland,
which all had reduced deficits. In the United States,
the ratio of exports to imports had been declining
for many years. It averaged 1.26 in 1960-1962 and
112 in 1965-1967; but 1968 was the first year
of deficit. In the case of France, trade had moved
into deficit earlier (the decade had opened with a
ratip of 105} while in the United Kingdom, the
1968 deterioration in the balance was the smallest
of the three.

Australia was the only other developed market
cconomy to register a distinetly lower ratio of ex.
ports to imperts in 1968 than in the previous years
of the decade. The remaining countries in this cate.
gory were less developed primary exporters. They
ranged from some of the petroleum exporters that
traditionally run a large trade surplus (TIran,
Kuwait and Venezuela) to developing countries
whose commodity exports in 1968 financed less than
two thirds of their imports, priced cif These were
Barbados, Ethiopia, Iceland, Jamaica, Malawi,
Mauritius, Mexico, the Philippines, Syria, Thai-
land, Turkey and the Republic of Viet-Nam.

Just over half the countries in which the ratio of
exports to imports was significantly higher in 1968
than in previous vears registered a trade surplus.
This was greater than usual in the case of some of
the major exporters of petroleum, such as Brunei,
Irag, Libya, Saudi Arabia and Trinidad and Tobago,
as well as some of the major metal and ore ex-
porters, such as Chile, Gabon, Liberia, Mauritania,
Sierra Leone and Zambia. Higher exports also
raised the surplus of the Tvory Coast and, together




Table 21. Distribution of couniries according to \he extent to which export earnings
covered import expenditure, 1960-1968

Counirics in wiich, relative to the average ratio of cxports ta imports in 1960-1962,

and 1965-1967, the ratio in 1968 was

Sipnificantly above IVithin the earlier range Significantly below
Eetorisd Foreris! Baportst
48n 1968 10683

Saudi Arabia o 3460 Argentina 1.17 Kuwait 222
Libya ‘ 291 Malaysia 1.16 Venezuels 1.79
irag . . 253 Uruguay 116 Uganda 151
Mauritania .. 224 Cameroon 1.01 Iran . 136
Brunei . .29 Czechoslovakia 1.01 United  Republic
Gabon 197 Burma .59 Tanzania 1.06
Zambia . 1.50 Hungary 0.99 United States 098
Liberiz . 1350 Guyana 0.93 Ceylon 094
Peru . . 137 Brazil (88 Ecuador 093
Ivory Coast 1.35 Guatesala 087 Angola 002
Chile . 1.33 Colombia 0.85 Bulgaria 092
Sudan AT 126 Senegal 0.83 Romania 0.91
Federal Republic of Denmark 082 France 0.90

Germany 123 Morocco 082 Australia 081
Honduras 1.14 Austrin (180 United Kingdom . 031
New Zealand 1.13 Costa Rica 0.80 Singapere . 077
USSR 1.13 South Africa 075 Dominican chubhc . 075
Eastern Germany 112 Cambodia 075 Netherlands Antilles 0.75
Trinidad and Tobago 111 Niger 072 Afghanistan 071
Nigeria 1.10 Yugoslavia 0.70 Madagascar (.68
Canada 105 Ireland 068 Philippines 0.66
Sierra Leone 105 Paraguay 066 Mexico 064
Finland 103 Istael .. 059 Turkey (.64
Ghana . 100 Upper Volta 058 Ethiopia 061
Japan 1.00 Kenya . 0535 Malawi 060
Poland 1.00 Congo (Bravzawllc} 052 Mauritius 060
Italy . 099 Spain . 045 Teceland (59
Bglgmm L. Lz\mnhourg 098 Réunjon 0.37 Jamaica 037
Bolivia (.96 Grecce 034 Thailand 0.56
Haiti . 095 Panama 0.33 Syria 051
Central African Rtpub- Republic of Korea 031 Barbados 051

lic 095 Guadeloupe 037
Sweden 0.95 Martinique | 037
Nicaragua o 09 Repablic of Viet- Ndm 003
Netherlands . (90
Urited Aral Republic 090
Togo ... (39
China {Taiwan) 089
Switzerland 088
Hong Kong 085
Chad 0.82
Norway 0.72
Palistan 072
Tunisia . 072
India 070
Portugal 0.70
Mazambique (66
Dahomey 057
Cyprus 053
Lebanon 026
Jordan 025

Sonree: Centre for Development Planning, 2 Ratio of exports fob, to imports cif;

Projections and Policies of the United Nations
Seerctariat, based on IMFE, Infernational Fi-
nancial Statistics and national sources,

with a cut in imports, contributed to the same end
in the Sudan. Canada, and to & lesser extent Hon-
duras, moved into surplus through an increase in
exports, while in the case of Finland, Ghana, New
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preliminary, based in a number of cases, on dala

for a period of less than twelve months

Zealand,

Nigeria and Pery,

stabilization measures

reduction in imports
was the main contributor, induced in all but Nigeria
by currency devaluation in 1967 and subsequent



Table 22. Distribution of countries according to ratio of international
liquidity to imports of goods,® 1960-1968

(Percentage)

Countries in which, in relation 1o the 1960-1967 average, the ratio of intervational liguidity
fo imports in 1948 was

Significantly higher

More or less the same

Significantly lower

Liguidity Lignidity Liguidity

ratio ralio ratio

1968» 1968u 1944n

Jordan 179 Saudi Arabia 122 Thailand 86
Burma 135 Switzerland §7 Ttaly . 52
Partugal 131 Israel 61 Usaited States 44
Uruguay 118 Austria 60 Ethiopia . 38
Trag 110 Venezuela ‘ Bt Australia 35
Cyprus . a0 Federal Republic of Mexico 34
Libya . 84 Germany 49 Spain 31
Lebanon 67 Ireland | 46 France . 30
Argenting 65 China (Taiwan) . 42 Republic of Korea 28
Togo .. . 55 Ghana 37 Kuwait 28
Upper Volta . 54 Nicaragua 20 Belgiovm . 26
South Africa 51 Ivory Coast 25 Netherfands o 26
Malaysia 44 Palcistan 25 Ecuador 25
Uganda 40 United Arab chui)lm 24 Sudan . 25
Jamaica . 37 Greece 23 Guatemala 25
Kenya 31 Finland 22 Canada 24
Panama . 30 Japan 22 Nigeria . 24
El Salvador . 29 Honduras 18 Dahomey . 23
Chile 29 Paraguay 16 Teeland 21
Colombia . 27 Central African Re{mhhc 14 Iran . . o 21
India 27 Costa Rica 10 Mauritania 18
Norway . 26 Peru . 18
Cameroon . 24 Dominican Rnpubhu 17
Trinidad and Tabago 12 Sweden 16
Congo (Brazzaville) 11 Turkey 16
Yugoslavia 7 Morocco 15
Ceylon 14

Denmark 14

Tunisia . 14

Philippines 13

United Kingdom 13

Brazil 12

Senegal Y

Gabon . . 9

New Zealand 8

Niger 7

Chad 3

Source: Centre for Development Planning, vertible foreign exchange and reserve position

Projections and Policies of the United Nations
Secretariat, based on IMF, International Fi-
rnancfal Stalistics and national sources.

¢ Tnternational figuidity includes gold,

Cork~

Among the countries whose 1968 trade deficit
relative to imports was substantially below the
1960-1967 average were a few that financed less
than three fourths of their imports by means of
their export earnings. These include India and Pa-
kistan, Norway and Portugal, Dahomey and Mo.
zambique, and Cyprus, Jordan, Lebanon and Tuni-
sia.

In the third group—in which the 1968 perform-
ance was within the range recorded in the earlier
vears of the decade—relatively few countries had a
trade surplus: apart from Czechostovakia, only Indo-
nesia and Malaysia, Argentina and Uruguay. A
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in IMT. Imports are valued on a c.i.f. basis,

b Preliminary ; lquidity at end of 1968 divided
by imports during 1968, based in some cases, on
data for a period of less than twelve months.

much larger number of countries were at the other
end of the scale, with 1968 exports financing less
than two thirds of their imports: this was the case
in Greece, and Spain; in Panama and Paraguay;
Congo (Brazzaville), Kenya, Réunion and Upper
Volta; and in Israel and the Republic of Korea

As in the case of changes in the trade balance,
the evidence implied by changes in liguidity also
indicates some deterioration in the state of inter-
national equilibrium., Of the eighty-four countries
with relevant data, about 44 per cent possessed
smaller international reserves relative to imports
in 1968 than they did on average during the period




1960-1967, Less than a third had a Hquidity/import
ratio significantly above the 1960-1967 average (see
table 22 on page 40).

At the end of 1968, about 45 per cent of the
eighty-four countries covered had reserves equiva-
lent to less than three months' imports at the
1968 rate. And over 60 per cent of these low reserve
countries were in the declining liquidity category.
Some of them are accustomed to working with a
low level of international liquidity: Denmarl and
Sweden, for example, Yugoslavia and to a lesser
extent Finland and Iceland, as well as a number
of Latin American ecconomies, such as Bolivia,
Costa Rica, the Pominican Republic, IHMonduras,
Nicaragua, Paraguay and Peru. This is even true
of Ceylon and the Philippines where the external
balance has heen a critical problem for most of the
1960s. However, some countries in this group have
seen their relative external liquidity shrink very
rapidly in the course of the decade: it has been
more or less halved in Brazil, Turkey and the
United Kingdom, reduced to about a third in Gabon,
Morocco, New Zealand, Senegal and Tunisia and
cut to an even greater extent in Chad, Niger and
the Sudan. Whereas most of these countries can
be provided with accommodation, while strenuous
efforts are made to improve their export structure,
the loss of Hquidity by a reserve currency country
such as the United Kingdom has much more serious
and widespread implications for the international
monetary  system.

For the developing countries as a group the ratio
of international liquidity to total imports (measured
cif.) was 30 per cent in 1968, a figure from which
it has deviated very little in the 19G0s. Ixport
earnings having increased by more than import ex-
penditure between 1967 and 1968 ($3.4 hillion as
against $2.8 billion), the developing countries” com-
bined trade deficit was sharply reduced to $16
hillion below the high levels in excess of $2 billion
recorded in 1966 and 1967, As the net inflow of
resources from the developed market economies rose
substantially in 1968, especially in the form of trade
credits and private investment, the deficit was
covered and the combined reserves of the devel-
oping countries were augmented by rather more
than $1 billion. About a sixth of this increment
accrued to the petroleum exporting countries: the
remainder was widely distributed to ali regions
except south-eastern Asia where several countries,
Burma, Ceylon, China {Taiwan) and the Philip-
pines, for example, drew down their reserves

Though foreign exchange shortages continued to
act as a constraint on the pace of cconomic devel-
opment in many developing countries, the main
focus of external imbalance i 1968 was in the
developed market economies. This is partly a reflec-
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tion of the continuing weakness of sterling and of
concern about the reduction of the United States
trade surplus, but its most dramatic manifestation
was i the changing redationship between the IFrench
franc and the Deutsche mark in the framework of
TEC.

In the United Kingdom, the ratio of international
liquidity to imports in 1968 was 13 per cent, just
about half the average obtaining in the early years
of the decade (1960-1962)., Furthermore, the vul-
nerability of the country had been greatly increased
during this period by the accwnulation of short and
medinm-term debt resulting from periodic efforts to
defend sterling parity. As indicated above, the str-
prisingly large increase in private consumption and
imports in 1968 undermined the intended improve-
ment in the balance of payments and notwithstand-
ing further deflationary measures, the provision of
a $4 billion stand-by credit by the major ceniral
hanks in March and a further $2 billion in July to
support a scheme for reducing the risls of sudden
withdrawals of sterling balances, the new parity of
$240 to £1 remained very exposed to sales by
both commercial and speculative holders who sought
to acquire currencies thev considered stronger.

In the case of the United States, the lquidity
ratio has been more than halved during the decade
(from 110 in 1960-1962 to 44 in 1968), but with-
out the encumbrance of heavy short-term Dborrow-
ing and with external trade constituting a relatively
small proportion of total economic activity, At the
beginning of 1968, the programme of controls over
the outflow of capital that had heen operating on a
valuntary basis in 1967 was made mandatory. In
March, the dollar gained benefit from the establish-
nient of a two-tier system for gold sales: the seven
leading central banks agreed to maintain the $35
value of an ounce of gold in all transactions between
them, formally dissociating their currencies from
any fluctuations in the price of gold on the free
market. The dollar was also strengthened by a rise
in interest rates in {he TUnited States, especially
after April when the Federnl Reserve discount rate
was raised by half a point to 5.5 per cent. Favour-
able growth and profit prospects in the United
States also attracted an unusually large mflow of
private capital, sufficient indeed to put the 1968
balance of pavments into surplus notwithstanding
the deterioration in the trade balance.

The centre of disequilibrium shifted to FEurope
in 1968 with an accentuation in the course of the
vear of the difference between the positions of the
Dentsche mark and the Trench franc, As indicated
above, the Federal Republic of Germany, while
maintaining a refatively stable domestic balance, in-
creased its exports mmeh more than its imports:
hetween 1967 and 1968 the former rose by $32
hiflion and the latter by $28 million, raising the



trade surplus from $4.3 billion to 3$4.7 billion
(exports £ob., imports ci.f.). In the case of Trance,
the reverse was true: exports rose hy $1.3 billion
and imports by $1.5 billion and the trade deficit
widened from $1.0 bilion to $1.2 bilion The
mark/[ranc parity was maintained, despite two bouts
of intensive currency speculation, one after the dis-
turbances and strikes of the month of May and the
other in November, after twelve months that saw the
external reserves expand from $8 to $11 Dbillion in
the Federal Republic of Germany and contract from
%7 to $4 hillion in France

A series of defensive actions were taken in France.
Between June and September exchange conirols
were instituted and import quotas imposed on tex-
tiles and durable goods; these were reintroduced
and intensified in November. Taxes were raised
slighily in July and more sharply in November
when the tax structure was altered in favour of
exports by the abolition of the payroll levy and
the imposition of substantially higher rates of taxa-
tion on value added in the course of production
November also brought a further effort to reduce
the budget deficit by cutbacks in public spending:
this included reductions in the subsidies paid to the
nationalized industries, accompanied by increases in
the rates and charges by the railways and public
utilities. Credit restraints were also imposed in No-
vember: the ceatral bank discount rate was raised
from 5 to 6 per cent, and the commercial banks
were made subject to higher compulsory resesve re-
quirements and minimum liguidity ratio,

These measures were supported by some corres-
ponding action in the Federal Republic of Germany.
Throughout the year there was a high rate of ex-
ternal investment and lending and in November
efforts were made to curb the inflow of short-term
capital: transfers were made subject to licence and
the minimum reserve ratio required of commercial
banks in respect of foreign-owned deposits was
raised to 100 per cent. As an alternative to re-
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valuing the Deutsche mark, border taxes were ad-
justed by 4 per cent, upward on exports and down-
ward on imports.

The expectation of a revaluation of the Deutsche
mark had also affected transactions in currencies
other than the frane, particularly the more vulner-
able ones such as sterling. The United Kingdom
responded to the November crisis by further mea-
sures to restrain consumer demand. These included
new ctrbs on hire purchase, a 10 per cent sur-
charge on many customs duties and purchase taxes,
a new ceiling on commercial bank lending (except
for exports) and a new system of prior deposits
of 50 per cent of the value of imports, applicable
to most manufactured goods, interest-free and re-
payable after 180 days

The result of all these steps and of two credits
arranged for France, §1.3 billion in July and a
further stand-hy of $2 billion in November, was
some reflux of funds from the Federal Republic
of Germany The external reserves of the Federal
Republic of Germany receded from their November
pealc of $11 hillion to below $9 billion by April.

The underlying imbalatces remained, however.
While in the Federal Republic of Germany, retail
prices rose by less than 2 per cent between De-
cember 1968 and May 1969, to reach 3 per cent
above those of a year earlier and 15 per cent above
the 1963 average, they rose by over 3 per cent in
France, to 7 per cent above the level in May 1968
and 23 per cent above the 1963 average. In both
countries, trade continued to expand vigorously,
but, while the first five months of 1969 brought
a slight reduction in the active balance of the
Federal Republic of Germany compared with the
corresponding period in 1968, it brought a doubling
of the passive halance of France. By mid-1969
external liguidity stood at one fourth ahove the
level obtaining at the time of the sterling devalua-
tion in the Federal Republic of Germany, but at
only one half of that level in France.




Chapter 1V

ECONOMIC OUTLOOK

World econonty continued to expand vigorously
in the early months of 1969. The outstanding prol-
lem was stil how to correct the imbalances that
had emerged during the 1960s with the least pos-
sible damage to economic growth. Chief among
these was the intensification of inflationary pressures
in the United States and the disparities between
developments in France and the United Kingdom
on the one hand and the Federal Republic of Ger-
mwany on the other.

In the developed market economies, industrial
production in the early months of 1969 was gen-
erally more buoyant than in the corresponding
pericd in 1968 (see table 23). This was particularly
so in EEC where there was a sharp upsurge in
corporate investment as well as a tendency for con-
sumer expenditure to rtise more rapidly than in
1968. There was a particularly steep increase in
industrial activity in the Federal Republic of Ger-
many where after an expansion of one eighth in
1968, output in the first half of 1969 was almost
one sixth above the corresponding 1968 level. In-
dustrial growth rates in the first four or five months
of 1969 were also above 1968 figures in the Nether-
lands (11 per cent), Belgium and Yrance (10 per
cent} and Italy (8 per ceat}) With agricultural
production expected to reach at least the record
level of 1968, the forecast for the gross domestic
product growth rate in mid-1969 was 6 per cent,
appreciably above the 1967-1968 increase.

Industrial expansion was more rapid in the early
months of 1969 than in 1968 in a number of other
western FEuropean countries, such as, for example,
Austria, Greece and Yugoslavia (11 per cent},
Sweden and Switzerland (9 per cent} and Finland
(7 per cent). In Treland (4 per cent), Norway
(just over 3 per cent) and the United Kingdem
(rather less than 3 per cent), on the other hand,
industrial growth was below the 1908 figure. The
forecast for year-to-year gross domestic product in-
crease in the United Kingdom made by the Na-
tional Institute of Fconomic and Social Research
in May 1969 was not much above 2 per cent, hoth
for 1969 and for 1970.

In Japan, industrial output in the first five months
of 1969 was 16 per cent above the corresponding
1968 level—a rate of expansion very little below
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the high figure recorded in the previous interval.
In Canada, industrial expansion {(almost 8 per
cent) was above the 1968 rate, while in the United
States the rate for the first half of 1969 {(just short
of 5 per cent) was well up to the 1968 figure.

The over-ali growth of the United States economy
had begun to show some signs of slowing down
in the wake of the 10 per cent surcharge that had
been levied on income taxes in mid-1968, higher
social security deductions from salary cheques, dece-
leration in federal government outlays, a reduced
stimulus from exports and a restraining monetary
policy. Preliminary estimates of the seasonally ad-
justed real gross national product suggest an annual
rate of growth of 3.2 per cent in the last quarter
in 1968, 2.6 per cent in the first quarter of 1969
and 2.3 per cent in the second guarter. The main
contraction was in housing, the cost of which was
particularly high, while funds were very secarce
Fowever, state and local authority expenditure
was continning to rise as was business invesiment,
and although consumer expenditure on non-durables
rose less in the second quarter than in the frst,
refail sales gave few indications of slowing down

The acceleration in the increase in industrial pro-
duction in early 1969 was generally accompanied
by a significant decline in unemployment, by about
9 per cent in Japan and Sweden, 10 per cent in
France, 11 per cent in Canada and Greece and 12
per cent in Belgium and Spain, and hy much higher
proportions in Australia, Finland and South Africa
(one fifth), the Netherlands (almost a third) and
the Federal Republic of Germany, Luxembourg and
Switzerland (approaching one half). There was also
a reduction in unemployment in Austria, Denmark,
Ireland, the United Kingdom and the United States,
but this was on a smaller scale—Jess than 5 per
cent in most cases. In very few of the developed
market economies was registered unemployment
higher in the first five months of 1969 than in the
corresponding period in 1968; Ttaly and Norway
came within this category

Thus, in most of the developed market economies,
pressure on resources continued to mount. Retail
prices were all higher in the first half of 1969 than
in the first half of 1968, reflecting naot only the
expansion in demand but also in some instances,



Table 23.

Developed market cconomiecs: recent changes in key economic variables, 1968-1969

(Average for first holf of 1969 as a percentage of te corresponding average in 1968,
except as indicated)

A Cansumer nﬂt:it:r’:.;:l
Contry Ludustrial Uncmpios: ot wie i Hguidity
period} Fened
Australia (3 109 (3 80 103 115 99 (5 17
Austria 11l {5y 99 (7y 164 {3y 117 (5) 108 05
Belgium . (5 118 83 (7) 104 (3) 119 {3y 117 87
Canada (5) 108 (5 99 105 112 118 169
Denmark . . 93 (2) 104 (5y 112 (5) 112 80
Federal Republic of Ger-
iy i16 (4 36 (%) 103 117 124 1135
Finland (3) 107 (3 8 102 (4) 116 (4y 124 91
France {4 110 a0 108 128 136 63
Greece () 111 2y 1l 103 (3) 104 (3 153 (5) 103
Ireland (3) 104 96 (5y 107 (5 1il (3 126 140
Ttaly (5) 108 (4 165 102 {4y 121 (4) 123 96
Japan (5 116 4 9 {5) 105 125 1i0 156
Luxembourg (5 14 {5y 27 102 ¢ v e
Netherlands (3) 111 68 (7) 108 (3) 114 {5y 113 96
New Zealand o (3)y 53 1065 118 (3 115 08
Norway 103 (5) 104 (7) 103 (5 121 (5) 99 95
Portugal (4} 109 . (7) 1% (5y 117 {3y 97 (H i1
South Africa (2)y 80 103 (5) ™ (3 97 126
Spain (5) 88 (5) 102 (5 122 (5) 113 (5) 93
Sweden (5) 109 (5) 91 103 (5 113 (5 it 62
Switzerland . (3) 109 57 (7y 103 116 115 186
United Kingdom {5y 103 97 103 (3 111 (3) 104 01
United States (71 103 95 6 () 104 {5y 105 114
Yugoslavia (%) 111 4y 115 (3 106 (5) 113 {5y 124 134

Source: Centre for Development Planning, Projections
and Policies of the United Nations Secrctariat, based on
United Nations, Monthly Bulletin of Statistics and IMF,
International Finaucial Statistics. . i

# General industrial production, covering mining, manu-
facturing and electricity and gas {ISIC divisions 1, 2, 3 and
groups 5311-312).
changes in taxation designed in general to restrain
domestic consumption without affecting exports.
The consumer price index rose by about 3 per cent
in Australia and South Africa, in the Federal Re-
public of Germany, Greece, Italy, Luxembourg,
Norway, Sweden and Switzerland. The increase
was 4 per cent in Austria, Belgium and Denmarl,
almost 5 per cent in Japan, between 5 and 6 per
cent in Canada and the United States, New Zea-
land and the United Kingdom, 7 per cent in Yugo-
slavia, & per cent in France and the Netherlands
and 9 per cent in Portugal

In the United States, demand pressures were still
exercising a dominant influence on the price trend.
Tixcept for lumber, the price of which fell in the
wale of the housing slowdown, wholesale quotations
continued to rise rapidly : raw material prices jumped
no less than 10 per cent in the first half of 1969
The inflationary situation was, however, becoming
rapidly more complicated by pressures on costs;
wage settlements in 1968 and the first haif of 1969
showed a sharply rising trend in increases and, as
these new higher wage bills entered the cost struc-
ture, the price spiral was given an upward thrust.
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b Based on labour force sample surveys, compulsory un-
employment insurance, uncmployment reliel statistics, trade
union statistics, registered applicants for work or registered
unemployed

eincluded with Belgiom

In the Federal Republic of Germany, resistance
lregan to emerge to any acceleration in the economic
upswing in 1969 In the face of a high ratio of
capacity utilization, some labour shortages and a
tendency for industrial prices to rise, steps were
taken in March 1969 to reduce borrowing at all
fevels of government, fo invoke arrangements for
advance tax payments by business so as to slow down
the pace of investment, and to tighten central bank
monetary policy At the same time, in order to ang-
ment supply and to minimize the negative effect on
the deficit countries of measures taken solely to
prevent incipient domestic inflation, the Federal Gov-
ernment undertook to increase import quotas and to
relax various control arrangements.

The international trade of the developed market
economties continued to expand at a rapid rate. In
view of the tendency for consumer prices to rise
more steeply in the deficit countries than in those
in external surplus, there were few signs of equi-
fibrating changes in the growth of trade. Though
imports in the first five months of 1969 increased
to a greater extent than exports in the Federal Re-
public of Germany and Italy and exports increased




more than imports in the United Kingdom, there
was no sign of the restoration of a large export sur-
plus in the United States, while in France imports,
increasing by more than one third over the corres-
ponding 1968 figure, rose much more rapidly than
exports,

Those flows of capital that characterized 1968
appear to have persisted in the first half of 1969,
Loans by foreign banks and purchases of shares by
foreigners continned to provide Japan with a net
inflow of capital. Share purchases and the borrowing
of American companies (restricted in their access
to domestic finance) on the Furopean market have
continued to resuit in a net nflow of capital into
the United States. And ihe strength of the Deutsche
mark has continued to attract funds into the Federal
Republic of Germany, despitc official efforts to dis-
courage speculation and other short-term movements
of capital* Combined with the trading resuits, these
capital transfers showed up in changes in interna-
tional liquidity. Compared with the situation a year
earlier, mid-1969 reserves were appreciably higher
in the Federal Republic of Germany, Japan and the
Tnited States, and correspondingly lower in most
countries of western Furope, particularly Denmark,
France and Sweden.

The upsurge in frade in 1968 and its continued
expansion in 19069 suggest that there has been no
inhibiting over-all shortage of reserves, despile the
fact that their goid content has declined by $3 billion
since 1965 The activation of the scheme for special
drawing rights (SDR) in IMF, expected later in
1969, should provide an additional source of liquidity,
affecting any reduction occasioned by the efforts
of the major reserve currency countries to reduce
the deficit of their halance of payments.

Supplementary total international liguidity will
provide needed room for manceuvre by the deficit
countries and will thus help to prevent over-hasty
resort to defensive measures that might not only
reduce the imports of the country concerned but also
invite countermeasures by trade partners, thus setting
in motion a sequence of trade-destroying policies.
The SDR scheme as at present conceived, however,
will leave the basic problems of intercountry im-
balance more or less untouched. This leaves high
on the agenda of international monetary co-operation
the question of facilitating adjustment hetween eur-
rencies

Twenty-five years of unparalleled growth in world
trade have made Governments understandably re-
fuctant to tamper with a régime based essentially on

PThese efforts incladed the baitimtion of an arraspeomon
amtong the major central banks 1o &1y and “recyele” short-term
funds not associated witly investment or trade If such funds
could be identified and returped to their country of origin,
the authoritics would be better placed to deal with the basic
disequilibria and free of the panic-inducing pressures that
speculative transactions are now large enough to build ap.

L4 3

fixed parities. That countries can get out of line,
however, has been amply demonstrated in the 1960s
as have the difficulties of applying deflationary
policies to restore the relationship of a deviating
country. While there is no escape from the neces-
sity of maintaining reasonable internal balance, with
incomes rising in line with productivity, it would
be advantageous to be able to arrange parity ad-
justments between currencies in ways that are less
difficult to effect and less potentially disruptive than
the devaluation procedures currently practised. As
a result, a debate of more than academic signifi-
cance is now under way regarding the possibility
of establishing the means for testing the market
valuation of individual currencies, and for allowing
a somewhat wider range of permissible fluctuations
in particular parities, This might facilitate orderly
and Hmited depreciation of currencies that have been
put out of line by domestic price movements, with
minimum risk of setting off a train of retaliatory
or competitive devaluations. There is a prospect of
the most critical examination being made of the
working of the international monetary system since
the Bretton Woods Conference of 1944

j:H H e

In the centrally planned economies, plans for
1969 are broadly in line with those for 1968. In
most cases, a slightly higher rate of increase in net
material product is envisaged for 1969 than was
planned for 1968, The main exception is the USSR
where growth in 1969 is expected to be fractionally
below hoth what was planned and what was achieved
in 1968, reflecting a slight decline in the expected
rate of increase in industrial production. Soviet
expectations in agriculture are for a somewhat
smaller gain than was planned in 1968, but well
above the rate actually achieved; fixed investment
mtentions for 1969 reflect the reverse—that is,
ahove the planned but below the actual rate for
1968 (see table 24). .

A considerable increase in the resources allocated
to agriculture has been planned for 1969 in the
USSR, while in the case of manuofacturing, hoth
investment and output are expected to rise more
rapidiv in consumer goods industries than in those
producing investment goods and industrial inputs.

Tn eastern Furope, a rate of increase above that
actiwily achieved in 1968 is planned for national
income in Bulgaria and Romania (whose agricufture
lagged in 1968), for industrial output in Czechoslo-
vakia and Hungary and for both in Fastern Ger-
many.

Further steps are to be taken to improve the
flexibility of central planning and there continues
to be an emphasis on structural changes designed to
raise efficiency and quality rather thap the mere
volwme of output.



Table 24.

Centrally planned economies: production and use of resources,

actual and planned,® 1968 and 1969

(Percentage change from previous vear)

Czeclio

FEastern

Ttem Bulgaria slovakia CGermany Hungary Poland Romania USSR
Net material preducit
1968 planned 10.5 53 5.4 5-6 48 . 68
actual 65 70 5.3 5.0 80 70 72
1569 planned . 16.0 70 6.0 5-6 50 90 6.5
Industrial productiont
1968 planrned 106 60 64 6-7 7.1 123 g1
actual il8 5.2 6.1 50 9.3 il6 81
1969 planaed 116 6.4 65 6.0 82 108 73
actual, first half 104 37 85 24 990 98¢ 6.9
Agricultural production
1968 planned 100 1.7 34 ~1,5 7.5-85 74
actual —87 36 13 44 —36 35
1969 planned 166 13 2-3 w7 6.1
Fived invesinientd
1968 planned 10e 5.4 107 1-2 58 86 57
actual 11 8.6 100 — 8.6 111 85
1969 planned . ) 7.7 110 6-7 9.0 90 6.0
actual, first half 5 38 7.0e 11.0 77 40
Retail trade
1968 planned 85 . 3G 7.0 68 80 78
actual 81 1400 4.7¢ 7.8 73 88 87
1969 piansed 82 7.8e 4.7¢ §-9 67 7.0 75
actual, first half 5 8e 159e 5.2e 80 65 37et 78
External trade
1968 planned . S o 70 00 Y
export 1 52 3.0 ‘ .
impost 96 49 J70 90 63 70 j74
1968 actual
export 105 10.2 9.5 50 131 52 101
import 116 162 33 20 79 41 102
1969 planned ‘ 50 .
export 34 47 120
import 12 }10 0 70 91 60 757
1969 actual, first half
export 146 04 1 150 1401 1
import 14 27 J o2 90 86 | 16 y80

Source: Centre for Development Planning, Projections
angd Policies of the United Nations Secretariat, based on
reports of fulfilment of plans, national statistical yearbooks
and statistical bulleting, and replies of Governments to the
United Nations questionnaire on economic trends, problems
and policies,

wThe 1968 and 1969 plan data refer to targets set in
original annual pians.

At constant prices; in the case of the USSR, nationat
income distributed (that is, consumption plus accumulation).

Prefiminary evidence of industrial production in
the frst half of 1969 suggests that the planned rate
of growth is being exceeded in Poland (as it was in
1968 but is not being attained in Bulgaria, Hun-
gary and Romania.

Most of the national economic plans envisage
better agricultural results in 1969, Evidence half
way through the year suggests that grain pro-
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¢ Gross value of output; in the case of Eastern Germany
commodity production (that is, gross cutput less work in
progress)

€ Gross, at constant prices; in the case of Hungary and
Poland, the socialized sector only; in the case of Romania,
state investment only.

¢ At current prices,
f Data for five months

cuction in eastern Europe might be 5 per cent above
the 1968 level: crops are likely to be much better
than in 1968 in the southern area in Bulgaria,
Hungary and Romania, and below the generally
record 1968 result in the north in Czechoslovakia,
Fastern Germany and Poland. Given favourable
auturmm  weather, the wheat harvest could exceed
the 1967 record and the maize harvest should




greatly exceed the 1968 one. This outcome shounld
malke for increased trade; it would result in larger
net imports into the north and larger exports from
the south,

A similar pattern is foreseen with respect to
oil-seeds. Supplies of rape-seed seem likely to be
Iower in the north and sunflower seed supplies
greater in the south.

Livestock populations were generally lower at
the beginning of 1969 than a wyear earlier, espe-
cially in the case of logs and particularly in
Hungary, though meat supplies were less plentiful
in Czechoslovakia too

In the USSR, winter grain crops were reduced
by Dbad weather but the shortfall scems likely to
be more than offset by unusually large spring harv-
ests. Special arrangements have been made to deploy
men and machinery fo ensure a rapid and complete
harvesting in critical areas in the autumn The total
grain output for 1969 therefore may be close to
the record level of 1966, Rather more than usual it
is likely to comsist of feed-grains and this should
permit a recovery in livestock production which was
helow the 1968 level early in 1969,

Tn the first half of 1969, refail sales, which con-
stitute a rough measure of private consumption,
increased at much the same rate as n 1968 in all
the countries of the region, except Bulgaria and
TRomuania where the effects of the poor 1968 harvest
were still discernible. In Czechoslovalkia, the rapid
rise in sales was accompanied by price increases:
the price level averaged 3 per cent above the cor-
responding 1968 figure, implying that the inflation-
ary teadencies which had emerged in 1968 were
continuing

Incomplete preliminary information indicates a
slight deceleration in the rate of increase in invest-
ment ontlays, except in Fastern Germany. The slow-
down was most noliceable in the USSR where
{he severe and prolonged winter of 1968/6Y ad-
versely affected activity in the construction industry.

EH EH B

In the developing couniries, 1969 should he a
vear of generally satisfuctory growth. The usual
short-term obstacles in connexion with food sup-
plies, international liquidity and commodity price
trends all appear to offer fewer immediate diffeulties
than they have often done in the past

Although with the widespread incidence of mal-
nutrition and the rapid growth in populations the
food situation presents many structural problems,
carrent food inventories and harvest prospects are
generally much more favourable than they were two
vears ago. The challenge is to use the time saved
by the present improvement in the balance of sup-
ply and demand for tackling the longer range task
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of modernizing the agricultural sector so that hoth
food production and farm incomes can be set on a
stable upward trend.

In southern and south-eastern Asia, one of the
critical areas in respect of the balance between
food supplies and populasion, there has heen 2
notable revival of interest in agricultural develop-
ment, stimulated first by the monsoon failures of
1965-1967 and more recently by the promising re-
sults ohtained from the newly evolved high-vielding
strains of wheat and rice, These were first intro-
duced into the region in 1966/67 when it is esti-
mated that about 64,000 hectares were planted
with new varieties of wheat and 94,000 hectares with
new varieties of rice, mostly mm India. The area
planted with the new strains was rapidly expanded
and by 1968/69 almost 6 million hectares carried
the new wheat varieties (about a sixth of the
region’s wheat land) and rather more than 5 mil-
lion hectares carrvied the new rice varieties (about
7 per cent of the region’s rice land).

Although the experiments carried out so far have
been insufficient to distinguish the effect of the new
varieties from that of improvements in irrigation,
in the use of fertilizer and in pest control with
which their planting has necessarily been associated,
or to determine the part played by the generally
favourable weather that has prevailed since their
widespread adoption, it is estimated that on aver-
age they should improve on the yields which can
be expected from traditional varieties hy about 9
per cent in the case of rice and by about 20 per
cent in the case of wheat® Because of the carelul
control that is required fo extract the full benefit
from these new strains, the plantings have been
confined to appropriately irrigated fand and it is
prebable that the availability of controlled water
will he the main limiting factor in the direction
and speed of their spread

The programme of work for the immediate
future includes increasing the resistance of new
strains to local pests and diseases, improving the
palatability of the IR 8 rice types, extending ap-
propriate forms of irrigation and water manage-
ment, ensuring an adequate supply of the neces-
sary fertilizer mix, improving harvesting and drying
facilities so as to extend double cropping, and en-
suring that the encouragement being given to the
favoured areas does not have too adverse an effect
on farmers in the less productive areas who must
continue planting traditional varieties. It is clear
that a rise in agricultural productivity needs to be
synchronized with an expansion  employment op-
portunities in other sectors. It is also clear that
most of the policy choices involve decisions about

? See United States Department of Agriculture, The Tmpact
of New Grain Farieties i Asia, ERS-Toreign 275 (Washing-
ton, D C)



prices, and in many countries there may be an awk-
ward relationship between the pricing of {arm inpuis
to encourage innovation and technical progress and
the pricing of outputs to provide both adequate
farm incomes and a socially acceptable cost of non-
farm food.

There are comparable problems of a long-term
nature facing the export sectors of most developing
countries, and chronic shortages of foreign exchange,
often exacerbated by a rising claim for the servicing
of external debt, tend to inhibt economic growth in
many ways, No majority of developing countries,
however, have gained reserves in the recent past,
in some cases for four or even five successive years,
and short-term prospects for export earnings are not
unfavourabie.

The continuing high level of activity in the more
advanced countries in general, and the upswing in
industrial production in western furope in partic-
ular, point to a finn market for many of the raw
materials that bullk large in developing country
exports,

The price index of primary commoedities entering
international trade was 2 per cent higher in the
first half of 1969 than in the first half of 1968 food
prices were up 1 per cent as were mineral prices,
while prices of agricultural raw materials were up
4 per cent. The price index of non-ferrous metals
was also 2 per cent higher (see table 25).

In the food category the most notable gain was in
cocoa for which market prices averaged almost 50
per cent above the figure for the first half of 1968,
the highest since 1958/59. Though total grindings
in 1968/69 (14 million tons) are estimated to be
the lowest since 1964/65, bean stocks will have been
drawn down for the fourth successive vear,

Substantially higher prices have also been quoted
for sugar. On the free market, in the wake of the
imposition of export quotas under the new Inter-
national Sugar Agreement, the price in the first half
of 1969 averaged 80 per cent ahove the low level
of a year earlier. Along with the higher price paid
under various bilateral arrangements, this increase
served to raise the over-all index of sugar prices to
18 per cent above the 1968 level. Most of the major
sugar exporters seem likely to earn more in 1969
than they did in 1968, One exception is Peru where
the poor cane harvest of 1968/69 has reduced sup-
plies to the point where even the country's quota
allotment to the United States could not be entirely
fitled. The unfilled allocation has been redistributed
to other Latin American suppliers.

Higher prices should also contribute to higher
export earnings for maize, beef and mutton, to the
benefit of Thailand and some of the South Amer-
ican countries,
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Rice prices, on the other hand, have receded
somewlat, under the influence of the improved food
situation in the net importing countries of southern
and south-eastern Asia Tea prices are also lower,
thus adding to the difficulty that Ceylon is experienc-
ing in raising its export earnings.

Coffee prices have also receded slightly, despite
the stahilizing effect of export quota arrangements
The decline has been sharpest in the cast of robustas
and least in the case of the hard arabices. This
should reverse the recent tendency for the African
share of export proceeds to increase at the expense
of the Brazilian share Quotations for mild arabices
were also lower in the first half of 1969, darkening
the immediate export prospects of Colombia and the
producers of central America,

The poor ground-nut crops of 1968 have brought
about a sharp rise in market prices, for the oil as
well as the nuts. This should benefit the export
earnings of these west African countries that were
less affected by the 1968 drought. Other oil-seed
prices were generally lower in the first half of 1969,
particularly in the case of palm products: the prices
of copra, palm oil and palm kernels were all a ffth
to a fourth below the corresponding 1968 figure

Among the fibres, the weakest price performance
in 1969 has been that of cotton. Wool prices have
recovered slightly from the low levels of 1967 and
1968, particularly in the case of the coarser cross.
bred types exported by the South American coun-
tries. Jute prices also turned upward, though in this
instance after they had been drifting downward
[rom a relatively high level. Quotations for sisal also
showed signs of recovery from the long decline that
has characterized the 1960s.

Rubber prices have continued the recovery that
started in 1968. The average for the first half of
1969 was a third higher than the corresponding 1968
figure and by the middle of the year quotations were
their highest since 1962. As this is entirely a demand.
hased phenomenon, the price increase should be re-
flected in the export proceeds of such conutries as
Indonesia and Malaysia.

Among the agricultural raw materials, hides have
also shown gz sharp rise in prices, recovering some
of the ground lost in 1968

Most of the non-ferrous metals were fetching
higher prices in the first haif of 1969 than a year
earlier. The most notable gains were in aluminium
andl lead and their ores. The rise in bauxite prices
should henefit the Caribbean producers. By mid-
1969 lead quotations were the highest since 1965.
There was also some recovery in the price of tin,
after three years of downward drift, culminating in
large-scale support operations by the buffer pool,
which raised its stock from about 3,500 tons in

|
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Table 25. Export price indices of primary commodities and non-ferrous

hase metals, 1963-1968 and first half of 1969

Inder 1963 == 160

Cemmodity gronp
1963 1066

1947 1968

Index first
half 1969
{first half

1668 = 100)
Primary connodities 103 104 101 140 102
Food 103 106 104 102 104
Cereals . 89 104 106 102 100
Wheat 95 102 103 97 102
Rice 103 108 125 137 94
Maize 164 163 99 89 104
Beverages 11 113 111 111 105
Coflee 1724 120 112 112 §7
Tea 101 HIE 104 G 94
Cocon GG o4 11 120 147
Meat 126 123 117 115 105
Beef 135 130 120 121 104
Mution and lamb 127 119 114 105 108
Dairy products 113 112 117 107 97
Sugar . . 53 53 55 36 118
Other food 104 1405 102 106 97
Agricultural non-food 103 104 96 96 104
Fats, oils and oil-secds il4 111 102 106 95
Olive ail 72 72 75 74 99
Copra ‘ 118 49 105 121 75
Coconut ol 127 107 115 142 72
Ground-nuts . 118 10 103 26 130
Ground-nut oil 100 105 02 100 112
Paim kernels 120 103 103 i1l 80
Palm lkernel oil 139 139 127 F10 73
Paim oil . 116 Hi7 104 O 81
Linseed oil 100 O 5 3 100
Linseceds a7 42 )] 105 102
Soya beans . 15 115 105 HIlb 97
Soya bean oil 125 132 109 100 100
Cotlon-seed oif 113 132 111 124 100
Textile fibres a2 4?2 a8 88 99
Wooil 86 i} 77 7 103
Colton 97 949 100 163 95
Tute 112 123 116 112 120
Sisal . 62 56 40 46 103
Wood and wood pulp . 108 108 W7 110 106
Other agriculiurat non-food 94 HiY o1 85 116
Minerals 104 104 103 162 101
Metal ores 114 115 1409 169 103
Iron ore 9 106 93 04 100
Bauxite 100 100 108 1) n7
Copper orc 181 230 169 181 104
Lead ore 175 147 129 136 118
Zinc ore 15 120 127 125 106
Tin ore 134 142 132 125 108
Niclel ore 100 11 111 119 115
Manganese ore 115 116 107 04 77
Chrome ore 99 149 116 g8 104
Fuels . 101 101 101 104 100
Petroleum 100 106 100 100 100
Coal .. 04 105 104 102 102
Crude fertilizer HilY 115 111 117 100
Nott-ferrons base melals 135 156 142 130 102
Aluminium Y 108 111 113 166
Copper 145 192 166 180 98
Lead 183 152 132 138 113
Tin 133 142 1532 126 166
Zine 147 135 130 126 12

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

& Preliminary.



September 1967 to 11,500 tous a year later (about
7 per cent of developing country production), and
the imposition of export quotas, for the frst time
in ten years. Zinc prices also turned upwards from
a four-year slow slide: on the free market quota-
tions they began rising in mid-1967 and by mid-
1969 were at their highest level since 1964

The price of copper on the free market eased
considerably in 1968 after the termination of the long
strike, in the United States, but it climbed again
later in the year and continued upward in the first
half of 1960 The result is likely to be higher earn-
ings for the major producers, such as Chile and
Zambia,

Reflecting in varying degree these commodity price
trends, export proceeds in the first quarter of 1969
were substantially above the corresponding 1968 level
in a number of the developing countries for which
data are available, including Argentina and Uruguay,
Cameroon, Nigeria and Reéunion, Malaysia and
Pakistan. Farnings were also sharply higher in the
case of some of the exporters of manufactured goods,
such as China (Taiwan), Hong Kong, Israel, the
Republic of Korea and Singapore. The petroleum
exporters, Iran and Libya, also reported a large in-
crease in exports. Correspondingly, significantly lower
export proceeds are reported by Peru, by the Ivory
Coast, Madagascar, Sudan and the United Arab
Repubiic and by the Philippines.

Altogether, early returns indicate an expansion of
about 8 per cent in the exports of the developing
countries in the first quarter of 1968, and the pros-
pects are for a continuation of this rate of growth.

Imports have not risen as fast and there appears
to have been a further increase in international re-
serves: the mid-1969 figure was considerably above
the mid-1968 level in a number of countries, in-
cluding Brazil, Chile, Colembia, Mexico and Peru,
the Democratic Republic of the Congo, Libya,
Morocco, FEast Africa and former French West
Africa, as well as India, the Republic of Korea and
Pakistan.

By contrast, imports may well be curbed in the
wake of a drawing down of reserves in some coun.
tries, including Ecvador, Ghana, the Sudan and the
United Arab Republic, Ceylon, Israel and the
Philippines.

Though on the whole the signs can probably be
interpreted as favourable, the import capacity of the
developing countries depends very heavily on the
course of events in the more advanced countries
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If, in their efforts to restore a greater degree of
balance among themselves, the developed marlket
economies unduly depress their rates of growth or
resort to defensive measures to ward off competitive
imports, the export prospects of the developing coun-
tries will deteriorate rapidly.

The flow of capital to the developing countries
will also suffer. The outflow from the major deficit
countries has been better maintained in the past two
years than at one stage seemed likely. As far as
official lows are concerned, this state of affairs was
achieved largely by drawing more from the pool
created by previous authorizations and commitments
than was being fed into it, and, with a prospective
further reduction in appropriations by these coun-
tries, the pipeline cannot be expected to provide much
in the way of continued increments, With the reverse
flow of debt service now rising rapidly, the 1960s
could end with an aid crisis if sufficient resources
are not set aside to provide the necessary expansion
in gross public transfers.

Industry in the developing countries seems in
general to be operating at a satisfactory rate. Re-
turns for the early months of 1969 show production
up 6 per cent in Guatemala, 7 per cent in India,
9 per cent in Mexico, 10 per cent in Argentina,
11 per cent in Tunisia, 13 per cent in Zambia, and
over 20 per cent in Israel and the Republic of Korea.

Prices are continuing to rise in most developing
countries, at rates that must be considered moderate
in the circumstances. In a few countries, however,
inflationary pressures are more noticeable, reflecting
it some cases, new supply problems, particularly of
food-stuffs and imports, and in others the expansion
in monetary demand. By mid-1969, consumer prices
were 6 per cent above the corresponding 1968 figure
in Ceylen, Peru, Somalia and Tunisia, 7 per cent
higher in Argentina, 8 per cent in Haiti, Libya
and the Sudan, 9 per cent in Ghana and Iraq, 10 per
cent in Cambodia, Ecuador and Jordan, 12 per cent
in Colombia, the Demacratic Republic of the Congo,
the Tvory Coast, the Republic of Korea, Nicaragua
and Uganda, 15 per cent in Indonesia, between a
fifth and a fourth in Brazil and the Republic of Viet-
Nam and a third in Chile and Uruguay. Among
these countries, evidence suggests that the inflation
was being brought under better control in Argentina,
Ghana, Indonesia, Pery and the Republic of Viet-
Nam, as it had been earlier in the case of Bolivia,
China (Taiwan) and India. In the other countries,
the prospect was for continued imbalance in the
domestic economy in the immediate future.






