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TOREWORD

The present report is the twenty-fourth in the series of Surveys published
annually by the United Nations in response to General Assembly resolution
118 (1I). As reguested in the resolution, it reviews current trends in the
world economy. The report is factual in nature and is intended this year to
compiement the documents prepared in connexion with the biennial appraisal of
progress under the International Development Strategy. 1/ One of its main purposes
is thus to bring up to date the information presented in the appraisal documents.

The report, which was prepared in the Centre for Development Planning,
Projections and Policies of the Department of Economic and Social Affairs, is
divided into four chapters. The first presents an overview of world production
and trade, The other three examine the salient features of the current economic
situation relating to the supply and use of resources and the state of internal
and external balance in the developed market economies, the centrally planned
economies and the developing countries, The analysis is based on the data
available to the Secretariat in March 1973.

;/ These documents are the gecretary-General's report, The Interpnational
Development Stratemy: First Over-all Review and Appraisal of Issues and Folicies
(United Nations publication, Sales No. w.73.11.A.6) and the two volumes of
supporting papers entitled, Tmplementation of The Internaticnal Development
Strategy: Papers for the First Over—all Review and Appraisal of Progress during
the Second United Hations Development Decade, vols, 1 and II {United Nations
pubiications, Sales Nos. E.73.I1.A.2 and 3).
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EXPLAKATORY HOTES

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

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

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

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

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

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

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

Use of a hyphen (-} between dates representing years, e.g., 1961-~-1963,

signifies the full period involved, including the beginning and end years.

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 otherwvise stated, refer to annual
compound rates.

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

rounding,

The following abbreviations have been used:

CMEA
BEC
EFTA
FAQ
grt
I8RD
IMF
ISIC
QECD
OPEC
SDR
WFP

Counci]. for Mutual Economic Assistance

European DBeconomic Community

European Free Trade Area

Food and Agriculture Organization of the United Nations
gross registered tonnage

International Bank for Reconstruction and Development
International Monetary Fund

International Standard Industrial Classification
Organisation for Economic Co-operation and Development
Organization of Petroleum Exporting Countries

spzeial drawving rights

World Food Programme

The designations employed and the presentation of the material in this
publication do not imply the expression of any opinion whatsoever on the part of the
Secretariat of the United Nations concerning the legal status of any country
or territory or of its authorities, or concerning the delimitation of its frontiers,
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Chapter I

SALIENT FEATURES OF THE WORLD ECONCMY

An over-all view

Recent developments in the worild economy present a picture of unusual
contrasts. Notwithstanding the persistence of acute imbalances, both within
most of the major countries and between some of them, an upsurge in production
which got under way in the second half of 1971 has continued into the early
monthe of 1973 and is projected to continue, at least through this year. In
many of the market economies inflation emerged as the prime economic problem in
the course of 1972, yet in very few cases were resources being fully utilized,
and unemployment had either increased or remained unacceptably high. Despite
the breakdown of the international monetary system in August 1971 and the
uncertainty that has prevailed ever since, international trade expanded with
great vigour in 1972 and seems likely to continue upward in 1973. VWhile
industrial production has increased strongly almost everywhere, agricultural
performance has been extremely erratic: some important countries that had enjoyed
several years of steady progress on the farms, experienced poor growing corditions
in 1972 and hence disappointing harvests. And the conflict between the growth
of material production and the enhancement of the quality of life began to
assume tangible form in at least one area of economic activity, namely, the
generation and use of energy. Although vast deposits of Tossil fuels have been
discovered in recent vears and the means of transporting these fuels greatly
improved, and although progress has continued in exploiting nuclear and other
non-conventional sources of power, energy shortages have emerged in a number of
places, In the face of a continuing high rate of increase in demand, there is
now growing concern about an energy crigis,

The year was one of extensive experimentation that brought no sssurance of
solution to any of the principal problems. The expansionary policies that
facilitated the rapid growth in demand did not succeed in fully harnessing the
available capacity, and almost all the market economies entered 1973 with levels
of unemployment that were regarded as unacceptably high. And coexisting with
these relatively high unemployment rates were rates of price inflation that were
also regarded as above tolerable 1imits. Among the developing countries this
was generally recognized as a major structural problem and, as 1973 opened, its
styuctural characteristics in many of the more advanced countries were coming
under closer scrutiny. In the meantime, & large variety of policy mixes were
being practised: most countries were supplementing their fiscal and monetary
measures with wage and price administration of different degrees of severity. 1/

1/  See chapter 1T below for a discussion of the search for effective
incomes policies in the developed market econcmies.



The widespread nature of this double form of internal imbalance and its
manifest links to the unsolved problems of external imbalance led to a number
of efforts to improve the cc-ordination of domestic policies, first among the
six members of the original Furopean Economic Community (EEC) then, afiter
Octeber 1972, among the nine members of the expanded Community, and in December
through a recommendation of the Council of the Organisation for Economic
Co~operation and Development (OECD}. The general approach inecluded the setting
of a target for the maximum increase in consumer prices in 1973, restraint on
money supply and on public expenditure {to keep them in line with the real growth
in total output), more intensive official consultation with the main interest
groups (particularly labour and management}, increased training efforts to improve
labour mobility, and liberalization of imports to expand supplies (particularly
of consumer goods),

Or the international monetary front, the stability hoped for from the
Smithsonian currency realignment of December 1971 did not last long, The initial
effect of the dollar devaluation was more perverse than had been expected: with
imports costing more and a strong upsurge in demand under way, the United States'
trade deficit increased sharply and its current account deficit even more
sharply., At the seme time, slower growth in the Federal Republic of Germany and
Japan combined with cheaper imports gave rise to a further build-up of their
external surpluses, Given the large overhang of foot-loose funds, there was
ample scope for doubts about the permanence of the new alignment to generate
both precautionary and speculative movements from currencies thought to be weak
and overvalued to those considered strong and undervalued. Sterling, which had
been marked up by 8 per cent against the dollar, was the first vietim of these
doubts; with its trade account moving into deficit, the United Kingdom responded
in June 1972 by floating the pound and its value drifted erratically downward
until by the end of the year it was below its pre-Smithsonian relationship with
the dollar. The tightening of monetary poliey in some Furopean countries and
disappointing reports on trade and price movements in the deficit countries
combined to induce larger capital movements in the second half of the year, and
at times there was strong selling of the dollar and the lira. Farly in 1973,
Bwitzerland relieved the pressure on the franc by letting it float. February
brought renewed cspital flows - in the first 10 days the Bundesbank purchased
$6 billion in an effort to keep the mark under its Smithsonian ceiling - and these
precipitated a further 10 per cent devaluation of the dollar and the floating
of the lira and the yen. Even this did not stem the movement of funds, however,
and with the free market price of gold fluctuating around $9C an ounce, the
exchange markets were closed for the first half of March while arrangements were
made for a joint float of the six stronger EEC currencies, the Deutsche mark -
valued upwards 3 per cent in relation to special drawing rights (SDR) - being
linked with the guilder, the Danish krone, and the Belgian, Luxembourg and
French francs. OSubsequently, the Norwegian krone and the Swedish krona were also
linked to this float.

With the major currencies floating, the risk in speculation is increased
and this may serve to circumscribe the movement of short-term funds, even though
sheer mass continues to pose a threat, In these circumstances exchange rates will
depend much more on the impact of domestic policies on exports and imports and
cn the flow of long-term capital. If policy harmonization among the countries
forming the EEC nucleus can maintain the conditions necessary for the joint float,
realistic rates of exchange between all the major currencies should emerge in the

2.




course of 1973. This should facilitate the process of devising a new international
monetary system, negotiations for which were resumed, at the ministerial level,
in March in the International Monetary Fund Committee of 20.

Hotwithstanding all the uncertainties that characterized the internationel

scene in 1972, there was a major expansion in world trade. The volume of exports
from the developed market economies inereased by about 9 per cent, above the
average rate for the 1960s, vhich itself was a high figure by historical
standards. Centrally planned economy exporis vere aiso about 9 per cent higher
{measured in SDR) while the volume of exports from the developing countries was
between 4 and 5 per cent above the 1971 level. And, swollen by the effects of
the widespread inflation and of the currency adjustments, the dollar value of total
trade was more than a sixth higher in 1972 than in 1971, It is clear that
traders, who have been among the strongest advocates of an international monetary
system based on fixed exchange rates between ecurrencies, were able to surmount
the difficulties posed by the ending of dollar convertibility.

The upsurge in trade reflects the recovery in the demand for industrial
inputs and the rapid, and fairly general, rise in disposable incomes. It was
magnified by some further liberalization of imports - in terms of the final
stage of the Kennedy Round tariff cuts, for example, and the introduction of
preferential schemes for imports of manufactures from developing countries and,
in some cases, as a means of containing the rise in prices of particular
commodities. A decline in agricultural production in a number of countries also
gave rise to additional internationsl trade: shipments of wheat, for example,
reached the record level of 72 million tons in 1972 - over a fifth more than
the average for the 19G0s.

For many countries the agricultural outturn was the most disappointing
feature of 1972. In the Union of Soviet Socialist Republics, a poor wheat and
potate harvest had a negative effect on industrial production and was the main
factor hoiding back the growth in national income to a modest 4 per cent, well
below both the planned figure and the average achieved in the 1960s. Grain
production was down 2.5 per cent in China and the cotton crop was also smaller, 2/
Poor rice, barley and maize crops in India and several other Asian countries also
affected cver-all growth: preliminary figures suggest that the increase in
gross product in the developing countries of southern and south-~eastern Asia
was again below L4 per cent, as against a 5 per cent annual average Tor the 1960s.

As some of the major grain-exporting countries also reaped smaller crops in
1972 - notably Australia (barley and wheat), Canada (barley and maize} and the
United States (wheat, barley and maize) - supplies were maintained only by
drawing on stocks. UThere was a particularly sharp reduction in wheat stocks which
by the end of the 1972/73 season had fallen below 0 million tons in the exporting
countries, well below the 36 million tons to vhich they were reduced in the
1065/66 food-grain crisis. In view of the growth of population and incomes, world

g/ See chapter III below for a review of production in the centrally
planned economies.



cereal stocks may have become seriously inadequate, given the continued scale of |
year-to-~year fluctuations in the wake of weather changes and natural disasters.

The poor agricultural performance - in Latin America as well as in southern
and south-eastern Asia - was a serious drag on the over-all growth of production
of the developing countries. Under the influence of favourable developments in [
other sectors, however, this recovered somewhat from the deceleration experienced
in 1971, though it still fell short of the & per cent rate set in the
International Development Strategy as a target for the 1970s. With import demand
rising rapidly in virtually all the more advanced countries, the developing l
countries again participated in the upsurge in trade., FEarly estimates suggest
that, in current dollars, the increase between 1971 and 1972 exceeded
16 per cent, well above the 12 per cent gain recorded in the previous interval, ‘
Much more of the increase was attributable to price changes, however, and it is
probable that in real terms the average gain in the first two years of the i
Second Development Decade was appreciably below the International Development
Strategy target of rather more than 7 per cent a year, 3/

Worid producticn

World production in 1972 was about 5.5 per cent above the 1971 level. Ly
The increase was substantially above the average for the 1960s and reflects the
vigorous recovery from the 1970-1971 recession staged in the developed market
economies., A slight aceeleration in growth was registered by the developing
countries, where preliminary estimates indicate an increase of 5.k per cent. The
lagging group in 1972 was Eastern Europe and the Soviet Union where the combined
output was not quite 5 per cent above the 1971 level, well below the previous
year's gain and the longer-term growth rate (see table i}.

The main source of the differences among the three country groups in 1972
was agriculture: production declined in the developing countries and also in
the Soviet Union - more than offsetting a 7 per cent gnin in Fastern Eurcpe -
whereas there was a small over-all increase in the developed market economies.
Thus, after an over-average expansion in 1971, world agricultural output was
almost 1 per cent lower in 1972 (zee table 2).

Industrial production

Industrial production expanded at a remarkably uniform rate of between
6 and 7 per cent, This was slightly below the longer-term growth in the centrally|
planned economies but fractionally above it in the market economies. In the
case of the developed market economies it represents a notable increase from
the depressed figure of 1071,

Among the developed market economies, the recovery was most marked in the
United States where industry had stagnated in 1971. The increase in North America

3/ See chapter IV below for a discussion of the export performance of the
developing countries in 1972.

E/ Excluding China, for which comparable data are not available,
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industrial output in 1972 was 7.6 per cent. Though there was also & recovery
in Western Burcpe, the gain was not quite 5 per cent in 1972, somewhat below the
longer-term average., AmMOng the centrally planned economies, the lag was in the
Soviet Union where industrial growth decelerated to 6.5 per cent in 1972. In
Fastern Kurope there was a slight acceleration to a high 8.2 per cent increase
over 1971 (see table 3}.

Tn North America the recovery was general, but it was particularly striking
in the heavy manufacturing industries, most notably basic metals and
metal products, output of which had declined in 1970 and 197i. In the light
industries, production, which had declined in 1970, increased by about
2,5 per cent in 1971 and by more than twice that smount in 1972. In Western
Turope the recovery was also most marked in the heavy indusiries, particularly
basic metals, output of which had declined in 1971. In the light industries,
the rate of growth, vhiech had dropped below the long~term average in 1970 and
1971, rose to nearly 5 per cent in 1972 (see table W),

In Tastern Furope and the USSR, growth in the heavy industries recovered
to more or less the longer-term average after a slight deceleration in 1971. In
the case of light industries, however, the poor agricultural outturn in the Soviet
Union exerted a negative influence: growth decelerated during the year, and
for 1972 as a whole the increase in production was not much more than 1 per cent,
compared with a longer-term rate of nearly 5 per cent,

The agricultural vicissitudes in the developing countries of the western
hemisphere and south-eastern Asia were also reflected in the performance of
light industries: the increase in production in the food branch between 1971
and 1972 seems to have been considerably less than in the preceding period and far
below the 5 per cent longer-term average. The impact of this slowdown was
softened, however, by the rapid growth of the textile branch in 1971 and 1972 at
well above the longer-term rate. For light manufacturing as a whole, the gain
in 1972 was below both the high 1971 figure and the longer-term average. The
growth in heavy industry accelerated in 1972, however, particularly large
increases being recorded in the output of pasic metals and metal products., Thus
for manufecturing as a whole, the developing countries seem to have maintained
the rate of increase at about T.5 per cent., 5/ Mining production was something
of a drag on the industrial average, howevers the rate of expansion dropped
sharply in 1971 and again, slightly, in 1972,

Although, for the world as a whole, the output of metal products recovered
strongly from the recession of 1970-1971, some of the component branches of the
industry followed a different pattern.

Vehicle production and shipbuilding, for example, experienced their major
upsurge in 1971 and there was & slowing down in the rate of increase in 1972,
reflecting a reduction in automobile production in the Federal Republic of Germany
and in shipbuilding in most of the Buropean vards. Though, in the aggregate, &
record number of cars were produced (26 million passenger cars and over
7 million commercial vehicles) and a record tonnage of merchant shipping was

2/ This estimate is based on fairly comprehensive data for the first half
of the year and preliminary estimates for the second half.
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launched (almost 27 million gross tons) the exvansion between 1971 and 1972 was
below the longer-term growth rate. This was true of electricity production, too,
which inereased by about 7 per cent in 1972.

Construction was one of the most active sectors in 1972 and the demand for
lumber increased steeply. Production followed, but not rapidly enough to avert
a considerable rise in prices. Cement production was also stimuiated, world
output expanding by about 6.5 per cent, somewhat above the longer-run trend
(see table 5).

The deceleration in world mining production was fairly general in 1971: +the
output of gold, ceoal, iron ore and most of the non-ferrous metals was down in
absolute terms and there was a marked reduction in the rate of increase in
vetroleum, aluminium and tin production. In 1972 there was a notable recovery
in most of the metals and a small gain in coal production, but the growth in
aluminium and petroleum production slowed down still further.

The increase in coal production was concentrated largely in the United States
where there was a partial recovery from the sharp (9 per cent) dip that had
occurred in 1971. There was also a partial recovery - towards the 1969 peak ~ in
India. BExpansion continued in two of the exporting countries - Australia and
Poland - and also in Canada and, on a smaller scale, Argentina, Brazil, Norway
and Zambia. In Japan and most of Burope, hovever, coal output continued to
decline, though lignite production was higher in Czechoslovakia and the Federal
Republic of Germany.

The increase in petroleum production was the smallest for many vears and
it was achleved in the face of sharp cutbacks in Iraq (a fourth), the Libyan Arab
Republic (a fifth) and Venezuela {a tenth) and a further decline in Bahrain and
Oman. There was a partial recovery in the United@ States and continued expansion
in the Soviet Union, but the major gains were in Iran and Saudi Arabia and, on
a smaller scale, Abu Dhabi, Indonesia, Qatar and Wigeria. Also contributing to
exports was a further {but small) increase in Kuwait and a sharp recovery in
Algeria.

Iron ore production continued to increase in some of the exporting countries,
notably the Soviet Union as well as Australia and South Africa, of feetting a
further reduction in Burope and the United States.

The main swing in copper production - down in 1971 and up in 1972 - was in
Worth America, but after a two-year decline, Zambian production recovered to
the 1969 level. The new mine in Papua~Nev Guinea made its first contribution -
of about 121,000 tons - to world supply. Chile was one of the few producers
to register a reduction in 1972. 1In the case of aluminiuwm, the deceleration in
growth reflects slightly lower production in Canada, the Soviet Union and a
number of European countries; more developing countries are entering the industry
in the wake of electric power develomment; the most recent facilities are those
in Bahrain and Iran. The recovery in lead and zinc production was fairly
general, though the output of lead declined in the Federal Republic of Germany
and one or two smaller producers in LFurope as well as in Argentina, Brazil and
Morocco, and the output of zine declined in the United Kingdom and the United
States. The increase in tin supplies originated chiefly in south-eastern Asia.




Agricultural production

The range of agricultural performance was as diverse as ever in 1972. There
was & sharp recovery from a 1971 decline in production in Japan and West Asia
and the opposite swing ~ from an over-average expansion in 1971 to a contraction
in 1972 - in Latin America and the southern hemisphere countries. After a major
expansion in 1971 there was virtually no increase in 1972 in North America and
Yestern Furope, and, on a reduced scale, a similar pattern was followed in the
developing countries of Africa. Fastern Burope enjoyed a second significant
gain while in the Soviet Union and the developing countries of southern and
south-eastern Asia, a very modest increase in 1971 was followed by serious
reduction in 1972.

Among the crops of particular significance to world trade and to the
developing countries in particular, there were veductions in the case of cereals,
cocoa and wool and increases in the case of cotton, jute and rubber among the raw
materials and tea, oil-seeds, coffee and sugar among the food-stuffs, Most of the
changes were appreciably smaller than those that had occurred in the previous
crop year.

Most serious in its impact wes the reduction in world grain production. The
decline followed sharp increases in 19T1/72 in the case of wheat, barley and
maize, but it was the second contraction in the case of rice., In southerr and
south-eastern Asia, the 1072/73 rice crop was belov the average for the second
nalf of the 1960s. Maize production was also down in this region and in Africa.
The effect of the reduction in cereal supply was aggravated by a second decline
in the potato harvest in most parts of the northern hemisphere and also in
South America. Another exacerbating feature was the further increase in the
demand for meat in the higher-income countries and the conseguent expansion in
coarse grain requirements for livestock feed.

After three vears of rapid increase, the cocoa crop reached a record
1.55 miilion tons in 1971/72. Dry weather in West Africa in mid-1972 was harmiul
to growth, however, and the 1972/73 crop is expected to be appreciably smaller.,
Industrial production - that is, cocoa grindings - increased less than the bean
crop in 1972 but is expected to exceed the new crop in 1973, thus drawing down
inventories and providing a firm market for the coming into effect of the
International Cocoa Agreement in October.

The 1972/73 season is expected to end with the third successive decline in
worid wool production. The proportion of the total contributed by the two main
developing country producers, Argentina and Uruguay, has been diminishing
slowly: it dropped below 10 per cent in 1971/72, though their clip appears to
be slightly higher in 1972/73.

In contrast to wool, cotton production has registered three successive
increases. The gain in 1972/73, however, is concentrated very largely in the
United States, where higher 1971/1972 prices encouraged a 15 per cent expansion in
planting. There was also a record crop in the Soviet Union. Production in Africa
and Latin America remained more or less at the 1971/72 level while unfavourable
weather was responsible for an appreciable decline in output in China and India.
There was a much sharper decline in jute production in India in 1972 but the
effect of this on world supply was more than offset by recovery in Bangladesh.
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There was also a significant increase in the kenaf crop, particularly in Thailand,
though the combined cutput of the two fibres did not regain the 1966 peak.

There was a further small increase in the output of natural rubber, raising it
above the 3 million-ton level in 1072, 'The production of synthetic rubber
continued to increase faster, however, exceeding 5 million tons for the first time
in 1971. 1In 1972, the natural product contributed only 36 per cent of the total
supply, compared with over 50 per cent 10 vears earlier.

Tea also continued its slow increase in production. There was another
significant expansion in Africa, particularly Kenya, while in southern and
south-eastern Asia - which still accounts for about TO per cent of world supply -
a2 small gain in India was partly offset by a reduction in Sri Lanka.

The production of oil-seeds continued its more vigorous expansion, the
main contribution coming from soya beans (notably in the United States and, smaller
in ebsolute terms but growing faster, in Brazil), copra, coconut oil and palm oil
(particularly from Malaysia and the Philippines) and cotton-seed (in the United
States). Sunflower seed production seems tc have been at the low 1971 level
and rapeseed production was sharnly reduced (particularly in Canada). There was a
marked increase in ground-nut oil output, from the 1071/72 crop, but the 1972/73
crop is appreciably smaller, because of poor prowing conditions in India and West
Africa.

The 1972/T3 coffee crop is expected to be fractionally larger than the record
out-turn of 1971/72, which exceeded 5 million tons for the first time since
1965/66. The only significant gains are in Colombia (recovering after two poor
seasons), India and Indonesia (recovering after a dip in 1971/72) and Mexico
and Venezuela (where slov expansion is continuing). With exportable supplies
more or less in balance with consumption in 1972, there was a fairly steady rise
in the dollar quotations for coffee in the wake of changes in exchange rate
relationships. This exacerbated disagreement on gquota policy under the
International Coffee Agreement, and in December 1972 restrictions on coffee
movements were eliminated for the remainder of the 1972/73 season.

After three seasons of virtually unchanged production, the output of
centrifugal sugar increased by about 5 per cent in 1972/73. The gains came
chiefly from the developing countries of the western hemisphere and Asia, notably
Brazil, which was again the world's largest cane producer. Beet production was
lower in both WNorth America and Furope; it recovered somewhat from the poor
1971/72 harvest in the Soviet Union but was well below the average for the second
half of the 1960s.

In 1972, tobacco production registered the first increase since 1967, and
that only a marpinal one. The expansion was chiefly in India, where a record oron
was harvested, and in Eastern Europe, the Republic of Korea and Cuba, and it more

than counterbalanced a sharp contraction in the Soviet Union and, to a less extent,

Canada and the Philippines.
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World trade

Measured in current United States dollaers, world trade expanded by more than
5 sixth between 1971 and 1972. This was almost twice the average rate of increase
recorded in the 1960s and well above the 12 per cent gain of the previocus year.
Tt raised the total value of world exports above $400 billion for the first time.
Preliminary information suggests that the combined effect of inflation and exchange
rate changes was to raise the everage unit value of traded goods by almost
10 per cent. This means that the quantum of world trade increased by about
8 per ecent, slightly more than in 1971 when the increase was below the average
rate of growth in the 1960s.

Exports from the developed market economies increased by about 18 per cent
between 1971 and 1972: half of the increase reflects price and currency changes. A
large quantum increase (between 11 and 12 per cent) was registered by the
six-member European Economic Community whose current dollar earnings rose by over
22 per cent - almost double the longer-term rate of increase. The primary-
exporting countries in the develoved market economy group, henefiting from improved
commodity prices, registered a similar gain, with an 11 per cent increase in
quantum. There was a 13 per cent increase in the export earnings of Worth
America, & fourth of which was due to higher prices. Japan, whose currency had
been valued upwards to the greatest extent in the Smithsonian realignment of
December 1971, raised its current dollar earnings by 19 per cent through a
6 per cent expansion in export quantum {see table 6).

The value of exports from the developing countries increased by about
16 per cent, appreciably more than in 1971 but less than the increase registered by
the more advanced countries. There was a marked contrast between the results in
Africa and those in West Asia, reflecting the reduction in oil shipments from the
Libyan Arab Republic and the offsetting expansion in shivments from Iran and Saudi
Arabia. The largest increase in volume was from southern and south-eastern Asia,
where major increases in shipments from Hong Kong, India, Indonesia, the Republic of
Korea, Singapore and Thailand far outweighed an indifferent export performance in
most of the other countries in the region. In terms of value, the expansion was
more than double the 1970-1971 rate. A similar improvement was achieved by Latin
America where, with the exception of Chile, Jamaica, Uruguay and Venezuela, most
countries shared in the expansion which was characterized by a new degree of
diversification in a number of cases, particularly in Brazil and Teuador.

With supplies of most primary cemmodities increasing only modestly and demand
strengthening in the more advanced countries during 1972, markets were generally
Pirm and prices tended to be pushed up to the full extent of the dollar devaluation
and in many cases beyond it. On the average, export prices were between 11 and
12 per cent higher in 1972 than in 1971. The increase among the developing regions
was more uniform than that of 1971 when the revision of petroleum prices had a
special impact on West Asia. Thus the rise in prices played a much more important
part in the increase in developing country export earnings in 1972. Tt is probable,
indeed, that the volume of exports was less than 5 per cent above the 1971 level,
well below the longer-run rate of expansion. Only Asia achieved an increase in
1ine with the International Development Strategy target for the developing countries
in the 1970s.



Exports from Bastern Europe and the Soviet Union increased to much the same
extent as those from the developed market economies: they were about 18 per cent
above the 1971 level in current United States dollars or - in the absence of
data on volume - about 9 per cent in SDR {1971 dollars). The main increase was in
shipments from Bastern Burope, which rose by about 23 per cent in current dollars,
13.5 per cent in SDR - well above the long-term rate. Exports from the Soviet
Union were about 11 per cent higher in current dollars, only 2.5 per cent in SDR -
not much above a fourth of the long-term rate. Trade with the centrally planned
economies of Asia increased considerably: trade between China and the Soviet
Union was about 50 per cent above the 1071 figure. China exported much more to the
developed market economies also: shipments to the United States began to rise
steeply and sales to Japan exceeded $1 billion for the first time.

The expansion in imports between 1971 and 1972 was roughly in line with that
in exports in the various regions. In the case of North America, however, imports
increased appreciably more than exports, particularly in terms of current dollers,
while in EEC, export growth exceeded import growth. These were changes tending to
accentuate rather than alleviate the state of exterpal imbalance. Imports also
increased much less than exports in most of the primary-producing regions, notably
southern and socuth-eastern Asia as well as the developed market economies of the
southern hemisphere where they actually declined {see fable 7).

Import unit velues increased less sharply then export unit values in the
industrialized regions other than North America. The contrast was greatest in
the case of Japan where, though in dollar terms imports end exports expanded
equally (19 per cent)}, in terms of quantum the rise in imports (13 per cent) was
more than twice the rise in exports (6 per cent). In the developing regions, too
the rise in import unit values fell somewhat short of the rise in export unit
values and there was probably an improvement in the terms of trade, around
2 per cent in most cases but less than that in southern and south-eastern Asia
where the prices of some of the major exports - tea, copra and coconut oil and
palm oil and, in the first half of the year, rubber - were below 1971 levels.

In the aggregate, in dollar terms, the unit value of manufactureed exports
increased by 8 per cent between 1971 and 1972 while the export price index of
primary commodities increased by 13 per cent. Almost all the major primary
commodities moving in internstional trade shared in this price increase: minerals
were up 11 per cent, food-stuffs 13 per cent, and agricultural raw materials
15 per cent (see table 8).

With the exception of tea, all the principal food-stuffs were being traded at
substantially higher prices in 1972 than in 19T1. Averaged over the year, the
increases were 13 per cent for coffee, 19 per cent for meat, and 28 per cent for
sugar. There were steep upswings in the course of 1972 in the prices of cocoa
and all the cereals; only the price of butter was lower at the end of the year
than at the beginning.

Among the raw materials there was a marked contrast between the price
movements of vegetable oils on the one hand, and vegetable seeds, on the other,
With the exception of olive oil and linseed oil, the oils were in good supply
in 1972 as a result of generally large seed c¢rops in 1971; as indicated above,
the seed crops were generally poorer in 1972 while the demand for oil-cake
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increased considerably in the wake of the failure of fishmeal production in Peru 6/
and an upsurge in the feed requirements of the livestock industry. While
ground-nuts and soya beans ended the year at & substantially higher price, most

0il prices were below the corresponding 1971 level.

On average, textile fibre prices remained at about 30 per cent above the
1971 level throughout the year. In the case of cotton and jute there was a
fairly steady deceleration in the rate of increase; in the case of wool and sisal,
by contrast, the price rise accelerated from the low levels recorded in 1970 and
1971. There was a similar acceleration in the rise in the price of natural rubber,
though for the year as a whole it averaged no more than in 1971 and less than
half the high figure prevailing at the beginning of the 1960s.

The price of coal continued the slow climb that has characterized recent
years. Petroleum prices rose more sharply in the wake of the 1971 agreement
between the major internetional companies and the Organization of Petroleum-
Txporting Countries (OPEC) which provided for higher posted prices, an annual
inerement in the posted price (2.5 per cent plus 5 cents per barrel) and an
sutomatic adjustment to take account of changes in the exchange rate of
the dollar in which prices are dencminated., This adjustment emounted to
8.4%9 per cent for Persian Gulf crude in January 1972 and 6.4 per cent in April 1973.

Metal and ore prices were generally higher in 1972, in response to gtronger
demand, but changes in production capacity and supply also had some influence,
reducing aluminium and copper prices (though not that of bauxite, which had more
than doubled in the course of the 19A0s) and also the price of mangenese ore
(which dropped to a new low). The price of chrome ore remained more or less
stable in 1972, while in the case of zinc there was a clear deceleration in the
rate of price rise in the course of the year.

Altogether, the mineral price index for developing country exports was
12 per cent higher at the end of 1972 than a year earlier, while that for the
exports from the more advanced countries was T per cent higher. The developing
country index also advanced more repidly in the case of agricultural commodities,
both food-stuffs (22 per cent as against 17 per cent) and raw materials (19 per cent
against 1T per cent). 1In the case of the major non-ferrous metals, the diverse
price movements tended to counterbalance one another and the over-all index showed
relstively little change for exports from either the developing countries or the
developed market economies.

6/ In mid-1972 a shifting of ocean currents prevented the anchovy from
reaching Peruvian waters. Exports were maintained from inventories for a while,
but they were halted at the beginning of October.
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Table 1. World production: annual growth rates, by country group 1961-1972
(Percentage)

Average annual

Ttem and country group rate of chenge, Change from preceding year
1961-1970 1971 1972 a/
Gross domestic product b/ i

Sum of country groups . . . . . . . . . 5.4 4,1 5.5
Developed market economies ¢/ . . . . 5.0 3.3 5.6
Centrally planned economies d/, ef . 6.7 6.0 .9
Developing countries £/ . . ., , . . 5.5 5.2 5.4

Industrial production g/

Sum of country groups . . . . . . . . . 6.7 L.y 6.6
Developed market econcmies ¢/ . . . . 5.8 1.7 6.4
Centrally planned economies a’/ . .. 8.3 T.7 7.0
Developing countries A 7.1 7.0 7.2

Agricultural production h/

Sum of country groups . . . . . . . . . 2.6 3.2 ~-0.8
Developed market econcmies ¢/ . . . . 2.5 5.7 0.7
Centrally planned economies 4/ . . . 3.0 2.6 -0.8
Developing countries £/ . . . . . . . 2.8 1.6 ~1.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statisties and Yearbook of National Accounts Statistics;
Economic Commission for Africa, "Summaries of economic data'; Fconomic Commission
for Asia and the Far Fast, "Economic Survey of Asia and the Far East, 1972, Part
Two" (preliminary version) (E/CN,11/L.350/B); Economic Commission for Latin America,
"Economic Survey of Latin America, 1972, Summery" (preliminary version)
(E/CN.12/954): Food and Agriculture Organization of the United Nations, Monthly
Bulletin of Agricultural Economics and Statistics (Rome); information supplied by
the United States Department of Agriculture, and national sources.

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

(Foot-notes on following page)
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{Foot-notes to table 1)

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

some of the developing countries, on indicators.

b/ Measured et constant warket prices; 1960 in the case of the 1961-1970
average, various years in the case of 1970 and 1971.

¢/ WNorth America, northern, southern and Western Europe, Australia, Japan,
New Zealand and South Africa,

d/ Bastern Burope and the USSR.

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

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

g/ Based on index of value added, except in the centrally planned economies
for which the index is based on grogs output at constant prices; in the case of the
German Democratic Republic the index refers to the value of commodity produetion,
and in the case of Hungary to output in physical units and other indicactors.

In most developing countries the data are for the organized industrial sector and
exclude small-scale and handicraft production.

g/ Based on index of gross output and hence not comparable with the national
accounts measure of mroduction. lietheods of estimaition differ among the country
Broups.
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Table 2. World agricultural production, by country group, 1961-1972
{(Percentage)

Average annual

Country group rate of change, Change from preceding year
1961-1970 1971 1972 a/
Sum of country groups b/ . . . . . . . 2.6 3.2 -0.8
Developed market economies . . . . . 2.5 5.7 0.7
North Amerieca e/ . . . . . . . .. 1.5 8.9 -
Western Burope . . . . . . . . 2.4 5.5 0.8
JAPAN . 4 v b v e 4 e e e e e e 1.1 -5.5 7.2
Southern hemisphere 4/ . . . . . 2.8 5.5 -1.8
Centrally planned economies
of BUTOPE « « v « 4 & « & « 4 4 s 3.0 2.6 -0.8
Eastern Burope e/ . . . . . . . . 2.5 5.7 T.1
USBRE 4 & v v v v v v e s e e e e s 3.3 1.1 -4, 6
Developing countries . . . . . . . 2.8 1.6 1.6
Western hemisphere . . . . . . . . 2.9 3.2 «0.8
APrica o v v v i e e e e e e e e s 1.9 3.3 0.8
West Asia e e e k.2 -h.1 9.9
Southern and south-eastern
BSIA 4 v 4 e v h e e e e e e . 3.2 0.8 b7

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

a/ Preliminary.

b/ See foct-note b/ to table 1.

¢/ Canada and the United States of America.
d/ Australis, New Zealand and South Africa.

e/ Bulgaria, Czechoslovakia, Germen Demoeratic Republic, Hungary, Poland
and Romania.
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mable 3. World industrial growth, by country group, 1961-1972
{Percentage)

Average annual

Country group rate, Change from preceding year

1961-1970 1971 1972 a/f
Sum of country groups b/ . . . . . . 6.7 L. 6.6
Developed market economies . . . . 5.8 1.7 6.4
Worth America ¢/ . . . 5.0 0.7 7.6
Western Furope . 5.5 2.6 h.g
Japan . o« o 4 v e a e 13.9 Lot 6.5
Southern hemisphere 4/ . 6.4 3.9 1.3

Centrally planned economies

of Europe B.3 T.7 .0
USSR . « « « « & & 8.5 T.7 6.5
Eastern Europe e/ 7.8 7.6 8.2
Developing countries . 7.1 T.0 7.2
Western hemisphere . e 6.2 7.2 7.6
Bsia £/ o0 v e e e e e e e 7.1 8.7 8.5

Source: Centre for Developing Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics, and national sources.

a/ Preliminary.

b/ See foot-note b/ to table 1.

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

g/ Bulgaria, Czechoslovekia, German Democratic Republic, Hungary, Poland and
Romanisa.

f/ Excluding Israel.
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Table 4,

World industrial production:

country group, 1961-1972

changes by branch and

(Percentage per annum; 1972, change from corresponding

period for 1971)

Country group and

a/

Light manufacturing~

Heavy manpufacturing

b/

period Mining Total Food Tex- Total Chemi- Basiec Metal
tiles cals metals products
Sum of country groups
Average annual rate,

1961-1970 . 5.4 4.5 L.8 k.2 7.9 9.5 5.9 8.1 {
1971 3.3 3.5 4.5 L5 ke 6.8  -0.5 k.2
1972: |

First quarter . 1.6 4.2 3.4 5.0 6.1 8.2 2.0 6.3 i

Second quarter 2.1 4.3 L3 L,4 8.2 9.0 4,2 9,1

Third quarter . 3.0 Lok 3.8 L,2 8.5 8.6 10.8 8.2

Developed market |
economies f
Average annual rate,

1961-1970 . , 2.8 k.3 Lo 3.8 6.6 9.1 5.1 6.4
1971 - 2.9 3 2.0 0.4 5.7 -L.2 0.1
1972

First quarter . -3.k b5 1.7 3.5 3.5 8.0 -1.0 2.h

Second quarter 0.2 5.8 Lo k0 6.8 8.8 3.3 7.0

Third quarter . 0.k 5.0 2.7 3.1 7.3 8.6 14.3 5.6

Fourth gquarter 6.3 6.0 3.5 L.5 10.2 8.9 19.5 9.6

North Americs
Average annual rate,

1961-1970 . 3.4 3.8 Lo b3 5.4 8.0 3.7 5.2
K -1.5 2.5 2.6 2.5 ~-0.3 5.5 -5.6 1.8
1972:

First quarter . -1.6 4.3 -0.3 4.1 3.8 10.1 2,9 2.6

Second guarter 0.2 6.4 L1 5.6 8.5 10.9 1.2 9.7

Third quarter . 2.0 6.k 3.7 5.3 10.2  11.1 2h.3 8.2

Fourth guarter 9.6 T.1 3.3 6.9 12,7  10.9 26.9 2.2

Western Burope
Average annual rate,

1961-1970 . . 1.0 4.3 k.3 2.4 6.3 0.5 4.1 5.8
1971 2.7 3.2 3.9 3.2 1.8 5.3 -3.8 1.3
1972+

First quarter . -8.7 5.5 L2 k.6 3.3 6.1 -0,2 2.1

Second quarter 0.3 5.5 3.6 k.3 4.6 6.8 k.s 3.4

Third quarter . . . -2.3 3.5 1.1 2.3 3.4 6.5 6.4 1.0

Fourth quarter 3.1 5. 3.1 3.7 7.0 8.0 11.8 5.5

(Table continued on following page)
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Table 4 (continued)

Country group and Light manufacturingéj Heavy manufacturingpj
period Mining Total Food Tex-~ Total Chemi~ Basic Metal
tiles cals metals products

Centrally plenned
economies

Average annual rate,

1961~-1970 . 6.7 5.0 6.1 5.1 10,7 11l.7 7.6  11.6
1971 6.6 3.7 6.0 6.3 9.8 2.5 5.8 10.9
1972:

First quarter . 6.0 .1 6.8 6.1 10.2 9.4 5.5 11.8

Second guarter k.6 2.4 6.9 3.6 10.L 9.k 5.2 11.9

Third quarter . 5.0 1.7 6.4 4.6 10.3 9.0 5.2 11.8

Fourth quarter 7.1  =3.3 1.4 3.9 10.8 8.5 L.t 12.7

Developing countries
Average annual rate,

1961-1970 . . 8.5 4,8 .o kL2 8.4 7.6 T.1 9.7
1971 v v =« v+ » .« . 3.9 6.6 5.L 7.0 8.7 8.4 6.3 9.k
1972:

First quarter . 3.3 3.7 0.4 B.7 9,8 f.2  18.2 9.5

Second quarter 1.2 3.0 -0.9 7.2 10.5 9.3 9.6 12.h

Third quarter . 3.9 4.6 1.8 T.1 9.0 6.5 0.8 26.6

Asia
Average annual rate,

1961-1970 . . . . . 8.5 H TS T 9.2 7.2 6,5 11,2
1971 . . v . . . . . 12.6 6.6 7.7 3.9 6.7 7.3 -3.1 6G.h
1972:

Pirst quarter . . . 14.0 6.1 2,7 11.5 8.3 8.2 11.8 5.k

Second gquarter . . 8.3 2.9 =5.6 9.2 9.3 11.0 17.2 5.6

Third quarter . . . 10.9 6.9 -1.5 10.3 9.5 6.9 13.1 9.8

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

a/ International Standard Industrial Classification (181C) 20-26, 28-3C, 39,
v/ ISIC 27, 31-38.
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b/

Table 5. Worldgf production of major commodities,—

1961-1972
1970 Average apnual Percentage chenge from
Commodity (millions of rate of change, preceding yvear
tons, except as 1961-1970 1971 1972 ¢f
indicated) (percentage)
Coal 4/ . . . . . 2,058 1.3 ~-1.1 1.3
Petroleum, crude ... 2.h2h 7.9 5.4 b1
Eleetricity (billions of XWh) . 4,813 7.9 6.3 6.9
Cement . . . v « + « 555 6.2 5.2 6.5
Pig iron . 418 6.1 2,6 3.2
Steel, crude 573 5.7 -2.8 4.3
Copper, smelter e/ . 5.3 3.9 ~0.T 9.2
Zine ef, £/ . . . 3.9 L.6 b1 11.h
Lead o/, £/ . . . : 2.6 3.9 5.0 9.7
Tin e/, g/, W/ . 0.2 2.2 1.1 k.3
Aluminium e/, £/ 8.1 8.2 6.7 6.0
Merchant vessels i/

{millions of grt) . . . . . 21.7 10.0 14,6 6.7
Passenger cars (millions) . . . 22,4 5.8 13.2 2.4
Commercial vehicles (millions). 6.7 6.2 5.1 0.4
Meat 80 2.7 3.5 1.7
Wheat . . . . . 319 2.k 9.8 ~-3.8
Barley 139 3.8 7.8 -1.5
Maize . . . . 261 1.8 1.7 -0.8
Rice (paddy) 308 2.k -0.5 =3.1
Potatoes . 259 2.3 -7.6 -2
Coffee . . . . . 3.9 -2 23.0 0.8
Cocos beans . 1.5 2.k k.7 ~8.0
Tea . . e 1.3 2.8 1.5 3.0
Sugar {raw) . . Th,2 2.8 - 5.1
Tobacco . - L5 0.9 ~1.0 1.0
Cotton (lint) , . . 11.5 0.6 11.3 2.6
Wool (greasy) . . . 2.8 0.9 -1.1 -0.L
Jute and kenaf 3.6 3.3 -8.7 7.1
Oil-geeds j/ 108.9 3.k 2.9 6.0
Natural rubber. 2.9 3.6 2.0 1.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics; Food and Agriculture Organization of the United

Nations, Production Yearbook and Monthly Bulletin of Agricultural Economies and

Statistics (Rome); information from World Buresu of Metal Statistics; United States
of America, Department of Agriculture, World Agricultural Production and Trade
(Washington, D.C.), March 1973,

I

(Foot~notes on following page)
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Foot-notes to table 5)

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

b/ In the cese of agricultural commodities, the data refer to the calendar

ear in which the bulk of the crop was harvested.
¢/ Preliminary.
4/ 1Including coal equivalent of brown coal and lignite.
e/ Excluding production of USER.

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

g/ Excluding production of German Democratic Republic.
h/ BExcluding production of Czechoslovakia and Democratiec Republic of Viet-Nam.
i/ Tonnage launched outside German Democratic Republic and USER.

J/ Cotton-seed, linseed, ground-nuts in shell, rapeseed, soye beans,
esame seed, sunflower seed and castor beans,
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Table 8,

Export price indices of primery commodities
and non-ferrous base metals, 1970-1972

Commodity group

Tndex (1960 = 100)

Index (corresponding quarter of
previous year =

100)

(Table continued on following page )
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1970 1971 1972 1972 gquarters
First Second Third Fourth
Primary commodities . . 109 116 131 111 111 114 116
Food 107 124 1ko 108 110 115 119
Cereals . ., . 104 108 iy o7 100 110 132
Wheat . . . . . 96 102 113 97 100 111 1h1
Rice . . .. 113 109 122 108 111 110 118 |
Maize . . . . . 119 118 120 86 g3 109 12k i
Beverages . . . . 128 113 1925 96 107 120 122
Coffee . . . 1k 127 143 95 108 124 121
TER ver o o v v v . . 80 79 78 102 97 96 100 !
Cocom . « « . . . 118 93 109 9k 110 119 151 J
Meat . . . . . ., . 136 155 184 11k 121 125 117 j
Beef AN . 143 179 217 113 123 131 118 §
Mutton and lemb , . . ., 127 131 13 107 106 109 115 |
|
Dairy products . 11k 136 151 132 123 102 g2 |
Sugar . . . . . . . 118 130 167 137 125 123 127
Other food . 116 129 1ko 107 105 112 115
|
Agricultural non-food . . 97 100 115 112 11k 115 119 ‘
I
Fats, oils and oil-seeds 119 119 117 91 99 96 10k (
Olive oil . . . . . ... 119 12k 160 11k 12h b3 133
Copra . . . . . . . . . . 10k 88 66 65 58 Th 92 |
Coconut oil . . . 116 101 T2 T0 75 66 75 |
Ground-nuts . . , . ., 121 128 1kg 136 122 114 128 |
Palm kernels .. 103 87 Th T7 89 83 93 |
Palm kernel oil . . . 108 99 75 73 80 T2 81 g
Palm oil . . . . . . 11k 114 102 80 93 90 96 |
Iinseed oil ., . . . . Th 68 79 111 107 120 133 |
Linseed . . . . . 100 86 96 90 108 109 1hh |
Soya beans . . 130 1h1 153 106 113 105 111 [
Soya bean o0il . . . . 12 1kg 124 92 97 72 Th
Cotton-seed oil . . 131 1kho 111 79 B1 68 T0 |
|
Textile fibres . , . . 89 91 119 130 132 130 131 |
Wool . . . .. . .. 75 67 95 121 13k 151 161 [
JCotton . . . . .. ... 102 112 141 132 133 122 us}
-
|



Table 8 (continued)

Index {corresponding guarter of
TIndex (1960 = 100) previous year = 100)
Commodity group 1060 1971 1972 1972 gquarters
Tirst Second Third Fourth

TUEE + & v o o v o v o+« 93 91 08 117 110 102 100
G388l . . v o« . e e . os 99 66 92 118 138 15 155
Wood and wood puip . . . . 113 124 137 111 109 108 110
RuUbBbEr +» « « « o » + « + » 5L L1 k1 92 90 101 125
Other agricultural
non-food . + + . s o0 e 15 T2 BT 113 115 125 131
Minerals .« » « » « « » » - 111 127 1hl 116 110 109 110
Metal OFes . . « « « = « » 122 126 136 108 107 108 108
Tron Ore . +» « « o = « + 95 10 110 10k 11k 113 107
Bauxite . « .« + -« - . 191 236 254 128 90 97 122
Copper Ore . « « « « « = 21k 167 165 105 96 97 97
Legd « » o « & « + o2 v o 149 128 151 111 119 118 126
7i0C OTe . « = « » « » » 120 128 157 140 131 116 107
Tip ore . « o « » « - o 168 161 172 107 109 109 103
Nickel ore . + + « « « » X715 180 189 100 100 105 115
Manganese ore . . « . . 65 79 75 104 ok ok 88
Chrome Ore . « » « « « » 118 141 1h1 100 100 100 100
Fuels . « « « o o « » » » 109 127 143 118 111 110 110
Petroleum . . » - » » - 98 115 133 122 11k 112 112
Coal v « o = « « « » « 153 179 186 107 102 103 105
Crude fertilizer . . . » . 111 107 115 111 105 108 107
Non-ferrous base metals . . 170 1h6 1hs 105 98 97 98
AMuminivm . . . . . . . 110 110 100 09 88 86 87
Copper . » « + » + « » « 207 160 156 10L 95 95 96
Tead + +» « o + s « « « » 152 124 1h7 108 119 119 132
Tin . e s s e e . . . . 168 160 172 107 108 108 106
TATIC o & o v o« s v o« o« o« 121 129 154 13k 129 113 105

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

RECENT TRENDS IN THE DEVELOPED MARKET ECONOMIES

The recovery that began in the United States of Amexica in 1971 continued
throughout 1972, gathering strength not only in North America but also in Western
Europe and Japan. As a result, the year-to-year growth in the developed market
economies as a group - at 5.6 per cent -~ was well above the long-term average and,
indeed, was the highest recorded since 1968. Whnile the main impulse came from the f
United States, where gross production in 1972 was 6.4 per cent above the 1971 levelJ
Japan and most of the countries of Western Europe regained much of the buoyancy ﬂ
that had been lost in 1971. Outside of North America, however, only a few of the E
smaller countries around the European periphery achieved a 1972 expansion above '
their longer-run growth rate.

|
Though the recovery in production implied a much better utilization of ‘
capacity in 1972 than in 1971, average unemployment rates were generally higher |
and in some countries there was an increase in the volume of unemployment in the i
course of the year. And wany countries, including even some in which there was a
decline, ended the year with unemployment figures that were regarded as
unacceptably high.

Despite the persistence of unsatisfactory levels of unemployment, inflationary
forces remained troublesome in virtually all the developed market economies. The
year-to-year inerease in consumer prices was well above the longer-term average in
almost every country and in many, especially in Europe, the rate at which prices
were rising accelerated during the year: in the last quarter of 1972 the combined
index of consumer prices was almost 7 per cent above its corresponding 1971 level.

The coexistence of unemployment and inflation to this degree is a recent
phenomenon and most countries have been seeking the appropriate mix of policies
to deal simultaneously with these two opposite problems. The search has led
beyond conventional monetary and fiscal measures to the ingtitutions which
influence the determination of both wages and prices. Though no definitive
solution is in sight, the need for some permanent means of ensuring the equitable
distrivution of increments to the national income is now widely recognized.

The difficulty of internal management of econcmies subject to these
manifestations of imbalance was accentuated in 1972 by the continuance of severe
external disequilibrium. The realignment of currencies arranged in December 1971
at the Smithsonian meetings provided only temporary relief. By the middle of
1972 pressures had again begun to mount, partly from the continuing (and indeed
even larger) current account deficit of the United States and partly from the
great overhang of mobi e funds capable of being deployed across the exchanges.
Though strenuous efforis were made by several countries - notably the Federal
Republic of Germany and Japan - to defend the new "central rates” and to
discourage or even prevent the inflow of short-term capital, the period under
review ended with a further 10 per cent devaluation of the United States dollar

and most of the other currencies floating, Jjointly in the case of the EEC core
currencies.
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If 1972 brought no solution to the problems of imbalance - internal ox
external - it did accustom Governments and traders alike to operate fairly
successfully in the imperfect environment. The international uncertainties
were not allowed to immobilize decision-making in pursult of such nabional
objectives as economic and social development.

Production and uge of resources

The current upswing began in North America where 1970 had seen an absolute
deeline in total output. Canada achieved an expansion of 5.5 per cent in 1971
and continued, though with some deviations, on more or legs the same course ih
1972. The United States began its recovery somewhat later and continued to
expand production more vigorously in 1972, achleving a year-to-year increase of
6.4 per cent, well distributed among the various sectors. An upsurge in
manufacturing investment stimulated production in heavy industry which had
declined in the twe preceding years.

After almost three years of deceleration, most Western Buropean economies
began to grow more rapidly in 1972. The year-to-year expansion was above the
1971 rate in all countries except Cyprus, Iceland, Ireland, the Netherlands,
Norway and Turkey ~ countries that tend to be more dependent on the demand of major
partner countries; it did not reach the longer-term average, however, except in
Austria and Switzerland and some of the primary-exporting countries of the south.
Tn the Federal Republic of Germany, though on a year-to-year comparison the gain
over 1971 was minimal, production began to rise significantly as the year advanced.

In Italy, labour strikes and social unrest added to economic uncertainty and
it was not until the last quarter of 1972 that industrial production exceeded the
1971 1evel. The increase in total output between 1971 and 1972 (3.0 per cent),
though double the previous year's figure, was not much more than half the longer-
term growth rate. The United Kingdom was also affected by strikes, especially
in the Tirst half of the year, and although manufacturing activity picked up
later, the over-all expansion for the year as a whole was only a modest
2.5 per cent (see table 9).

Among the major countries, only France managed to maintain a rate of growth
fairly close to the long-run trend during the recent cycle: on a year-to-year
comparison it remained between 5 and 6 per cent. In Japan, industrial production,
which had almost stagnated in 1971, began to surge ahead again in 1972 and the
rate of increase in total output climbed to over 9 per cent. The southern
nemisphere countries, more dependent on the export sector thian most of the more
industrialized developed market economies, had a year of slow growth in 1971/72,
though as 1972 advanced production began to respond to favourable external
developments as well as to internal stimuli.

In most of the developed market economies, the 1972 upswing reflects the
growth of domestic demand, though in some, especlally among the smaller
economies - Demmark, Finland, Ireland, TItaly, the Netherlands and South Africa,
for example - the main stimulus came from zbroad. In a few cases - notably
Austria and Switzerland - all the principal components of demand were expansionary.

Under the influence of official policy, private consumption increased faster
than total production in most countries, most markedly in Canada and the
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United Kingdom. There was a particularly sharp increase in private consumption in
Japan where the wage rise accelerated snd +he prize rise decelersted. The
exceptions were Denmark, where the stimulus came chiefly from the external sector,
and Spain and the United Stetes, where fized investment riayed that role. Ia
these countries, consumpt .on, tiourh increasing less than production, registersd =
larger gain than in 1971. This was nct the case in Morway, however, where
recessicrary forces were stiil strong in 1972,

Public consumption generally incrsased in line with the growth in production.
In Japan and the United States, it expanded less than other components but much
more than in the previous period. In France, it was something of a restraining
influence; in Sweden, its rate of increase was severely reduced, while in the
Netherlands and South Africa, its role was contractionary.

Higher rates of investment played ar important part in the upswing in Japan
and the United States and in both cases residential construction was a major
contributer. Active business investment helped to sustain the relatively high
rates of growth in Austria, France and Switzerland, while a turnaround in
investment was a significant factor in the recovery in Spain, Sweden and the
United Kingdom. Elsewhere, investment was more hesitant and in general increased
less than total production and less irn 1§72 than in the preceding peiriod. In
Canada this reflects a reduction in residential construction from the high levels
of 1971. More generally, it reflects the continued existence of under-utilized
capacity. In a few countries - Italy, Luxembourg, Netherlands and Norway, for
example - there was actvally a decline in fixed investment between 1971 and 1972
(see table 10).

Relatively little came from the accumulation of inventories in 1972: where
they were increasing it was usually at a rate lower than in previous years and in
a number of countries they were drawn down. As the year advanced, however, the
state of business expectations improved and the pace of investment picked up in
Europe, following the North American lead.

The state of internal balance

The 1970-1971 recession was induced in part by efforts to reduce the
inflationary pressures that had emerged at the end of the 1960s. 1In genergl
these efforts were far from successful. In the United States, the rate of
increase in consumer prices was moderated - from nearly 6 per cent between 1969
and 1970 to 3.4 per cent between 1971 and 1972 - but with larger increases being
registered in the early months of 1973 it was far from clear how permanent the
improvement was. In Western Burope the price increase from 1971 to 1972 -
measured by a consumption-weighted index - was virtually the same as in the
previous interval and the year ended with the index almost 7 per cent above the
corresponding 1971 figure, well above the long-run trend of about L per cent a year
Only in Japan was there a distinct slackening of the price rise - from 7.7 per cent
in 1970 to 4.3 per cent in 1972, compared with a longer-term average of 5.7 per cen
a year (see table 11).

One of the results of the disinflationary policies pursued in the early 1970s
was a steep rise in unemployment, especially in North America but also in 2 number
of European countries. Indeed, except for Austria, there was virtually no
developed market economy in which the rate of unemployment had not increased
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significantly between 1970 and 1972. While the number without jobs declined in the
course of the year in some of the countries in which demand had swung upwards
(Demmark, Sweden, the United Kingdom and the United States, for example), it
contimied to increase in others, including Belgium, the Federal Republic of
Germany, Italy and the Netherlands (see table 12}.

In most of the developed market economies the commitment to strive for full
employment has proved a stronger policy determinant than the desire for price
stability. But the recognition of the damaging impact of iInflation not only on the
fair distribution of real incomes but also on external equilibrium has prompted an
earnest search for means of simultaneously meeting these opposite challenges.

Both problems were aggravated by special circumstances in 1972. The task of
providing employment was made more difficult by an unusually large increment in the
iabour force. And the price level was affected - adversely in most countries - by
the changes set in motion by the currency adjustments of August and December 1971.

The number of new entrants on the labour market was particularly large,
reflecting in many countries the demographic consequences of the post-war "baby
boom" and in some countries a significant rise in the participation rate in the
wake of the new interest in feminist and other activist movements. In the United
States, the running down of the conflict in Indochina, changes in the pattern of
military conscription and the need to reabsorb returning servicemen all added to
the total job requirements. In the event, the United States registered the
largest increase in civil employment since 1955 - about 3 million or 3.5 per cent.

In Western Burope, the established patterns of labour migration also tended
to complicate the problem. Notwithstanding the general increase in the number of
registered unemployed, there was little evidence of any reduction in the inflow of
migrant workers or in the number of jobs. In the Federal Republic of Germany, for
example, the number of employed migrants (a fifth from Turkey and the rest from
scuthern Europe) increased by 9 per cent between March 1971 and March 1972 and a
further 6 per cent by September 1972. 1In Austria, the proportion of foreigners
in the working force rose from under 7 per cent in September 1971 to over & per cent
in September 1972. The proportion of migrants in the labour force was over
14 per cent in France, 26 per cent in Luxembourg and almost 30 per cent in
Switzerland, which is one of the few countrieg to have taken steps to limit the
further dilution of the indigenous labour force.

The continued absorption of foreign workers reflects one of the structural
characteristics of the employment problem. The upsurge in migration in the past
15 years has been related to the growth of mass production industries. With the
general rise in the level of education and in incomes and@ social security benefits
over this period, indigenous workers seem %o have become increagsingly selective in
their work choices. The great bulk of the 9 million "foreign" workers in Western
Europe in 1972 were engaged in unskilled and semi-skilled occupations. The fact
that in several counbtries in 1972 there was a simultaneous increase in the number
of job vacancies and the number of unemployed is cne sign of this structural
problem. ;/

i/ In the Pederal Republic of Germany, for example, unemployment in 1972 was
a third higher than in 1971 and it was increasing slowly during the year; yet at
the end of the year the job vacancies ocutnumbered the unemployed by about three
to one.
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The rise of both vacancies and unemployment reflects not only a skill and
training problem but also one of geography and physical mobility. Not only do
most of the developed market economies have "depressed areas™ or regions of
declining industries and high unemployment, but during the 1971-1972 recession
unemployment in such areas often rose much more rapidly than the national average.
While there has been a certain amount of oub-migration from such areas, official
policy has usually tended to avoid adding to the build-up of population in better
favoured places, aiming rather to create more employment opportunities in situ by
offering incentives to new investment in the region concerned.

Paradoxically, thus, 1973 opened with a call for greater harmonization among
developed market economies of national measures to restore and wmaintain economic
stability, and at the same time a move to differentiate more purposefully in the
policies applied to problem areas. This dual development has been most explicit
in EEC whose enlargement provides greater scope both for national harmonization of
policies and for regional differentiation of measures to deal with lagging parts of |
the economy.

Because of the unsatisfactory employment situation, most countries pursued
expansionary economic policies in 1972. Fiscal measures were designed to transfer
purchasing power to consumers {as in the United Kingdom) to encourage business
investment (by rapid capital write-off, for example), or to increase public
expenditure (as in Japan where the first steps were taken to give substance to
new social priorities). HMoney supply was not unduly constrained, though the
United States began the year with a fairly high sheort-term interest rate (as
befitted its external situation) and Western Europe ended the year with higher
rates (as concern deepened over the continued rapid rise in prices).

Within this generally expansionary framework, however, most Goverrments
attempted to influence the course of prices and wages with a view to restoring or
at least improving internal stability. Many of the actions were patterned on the
measures enacted in the United States which, starting with a wage and price freeze
in August 1971, moved through successive phases of relaxation, supplemented by a
mumber of specific, pragmatically determined, steps (extending price controls to
unprocessed farm products and soft wood lumber and plywocd in mid-1972, for example,
and suspending import quotas for meat). By the beginning of 1973, the system had
become largely voluntary, though the original guidelines for permissibie wage and
price increases remained in effect and powers for mandatory action were held in
reserve - &nd indeed used in March when rapidly rising meat prices became a matter
of public concern and ceilings were imposed at the wholesale and retail levels.

Despite the rise in the local price of imports consequent on the dollar
devaluation, the expansion in United States production was sufficiently rapid to
hold down the rise in the wholesale prices of manufactures to aboul 3 per cent in
1972, Other countries, with less favourable supply conditions, had greater
difficulty in selecting and implementing effective stabilization measures. The
degree of co-operation of business and labour groups also differed markedly from
country to countryry. There was therefore a greater tendency to depend on the
freezing of particular prices - Tood-stuffs, rents, public services and so on -
for periods which, in the generally inflationary circumstances, could in most cases
be only brief. In most of the Western Buropean countries consumer prices rose
hetween 5 and 8 per cent in 1972. Hourly earnings in manufacturing rose much
more, however: 10 per cent in Italy, 12 per cent in France, 14 per cent in Sweden
and 18 per cent in the United Kingdom. The lowest increase (9 per cent, not much
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above that registered in the United States) was in the Federal Republic of Germany
where the recession was deepest in 1972 and stabilization was sought through
conventional fiscal and monetary policy.

Conventional measures were also stressed by EEC in urging a co-ordinated
attack on inflationary forces by member Govermments in 1973: +the increase in
public gpending and in the money supply is to be held down to the expected rate
of over-all economic growth. Improvements in training were recommended to raise
ilabour mobility and help to meet job vacancy reguirements. It was suggested that
tariffs might be reduced and quotas augmented, if only temporarily, in order %o
increase supply through iImports - especially of consumer goods. Recommendations
on incomes policy concerned better consultation with management, labour and
consumer organizations. The declared intention wag to 1limit the rise in retail
prices to L per cent in 19753.

The state of external balance

The revival of demand in the developed market economies, coupled with
dissipation of some uncertainties by the Smithsconian sgreement of December 1971
on new exchange rates, stimulated a rapid expansion in trade in 1972, heginning
with an upswing in imports into North America. The increase was general, affecting
the trade of the developed market economies among themselves and with the rest of
the world, including the developing countries which, as indicated in the previous
chapter, benefited from the strengthening of the markets for most primary
commodities.

As 1972 opened, it was realized that the currency realignment that had just
been agreed to would have an adverse effect on the United States terms of trade
and hence aggravate the current account imbalance, at least in the first instance.
Tt was hoped, however, that as the year advanced, the new currency relationships
would exert an increasing effect on the flow of trade, encouraging the exports
of the deficit countries and discouraging their imports.

In the event, the recovery in demand in the United States was too strong and
too far in advance of that in the Federal Republic of Germany and Japan to permit
equilibrating changes in trade. Imports into the United States, responding to
consumer purchases, increased twice as much as exports; the merchandise deficit
grew from $1.5 billion to $5.9 billion and the current account deficit from
$2.8 billion to nearly $6 billion.

At the same time, the competitive position of the United Kingdom deteriorated
much more rapidly than had been expected. With rising domestic demand drawing in
more imports, the current account - which had achieved a $2.5 billion surplus in
1971 - moved into deficit in the middle of 1972. Canada, too, swung into deficit
in the wake of increasing domestic demand.

On the other side of the diseguilibrium, expectations were also disappointed.
Despite a domestic recovery, Japan increased its trade surpius to $9 billion;
though duties were cut by 20 per cent in the second half of the year, imports rose
by less than 5 per cent in yen terms. Over $4 biliion of this surplus was with the
United Btates - accounting for over 70 per cent of the latter's trade deficit and a
Fifth of the 1971-1972 deterioration {see table 1%). The Federal Republic of
Germany, where the recovery was later and slower and exports increased by
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18 per cent in dollar terms, also increased its trade surplus in 1972. In both
countries there was an increase in the deficit on invisible transactions, however -
induced at least in part, by the upward valuation of the currency - so that the
over-all current account surplus rose only modestly. There was an increase in the
surpius in Italy, too, reflecting slack internal demand and expanding exports.

The counterpart of the increase in the current deficits of Canada, the
United Kingdom and the United States was widely distributed and hence less
disequilibrating than it might otherwise have been: there were not only larger
surpluses in France, the Federal Republic of Germany, Italy and Japan but alsc
reduced deficits or swings from deficit to surplus in Australia, the Benelux and
Scandinavian countries and, as indicated in chapter I, a reduction in the combined
deficit of the developing countries.

In the face of these trade and other current account developments, capital
movements, which, in the wake of the December 1971 currency realigrment, had been
fairly normal in the early part of the year, began to grow more turbulent as
1972 advanced.

The early calm was reinforced by changes in capitsl market conditions. A rise
in short-term interest rates in North America and the easing of monetary policy
ir some European couniries, as concern over unemployment increased, materially
narrowed the interest rate differential between the Furo-dollar and United States
markets.

Sterling became the initial focus of trouble. It had been traded near its
Smithsonian "central rate" while the principal European currencies were close to
their upper limits, and as signs of the deterioration of the United Kingdom
current account became evident, the pound began to be s0ld on a massive scale.
In one week in mid-June the equivalent of $2.5 billion left the United Kingdom
and rather than defend the new exchange rate (which had been raised by the
Smithsonian agreement) the Govermment decided to let the pound float, and by the
last quarter of 1972 it had declined by 10 per cent. In the course of the year
there was a large outflow of capital matching, more or less, the inflow that had
occurred in 1971, much of it going to the Federal Republic of Germany, some to
Australia and France.

The June disturbances revealed a lack of confidence in the new exchange
rate structure and led to a tightening of capital controls which had been released
under the Smithsonian arrangement. The United Kingdom extended its exchange
control to the overseas sterling area, Italy sought to stem the outflow of funds
from the lira, and several countries - Belgium, the Federal Republic of Germany,
Japan and the Netherlands, for example - took further action to discourage the
inflow of foreign funds. g/ At the same time some of the surplus countries -

g/ These measures inciuded the institution of a floating exchange rate for
capital transactions, limitation of interest payments on non-resident deposits,
the raising of reserve reguirements on the foreign liabilities of financial
institutions, control over foreign borrowing and restriction on non-resident
acguisition of wvarious forms of assets. Some were of long standing, many had
been introcduced in 1971 and were reinforced in 1972. One new measure in the
Federal Republic of Germany was the call for a cash deposit against companies’
foreign liabilities from whatever source.
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France, Japan, the Netherlands and Switzerland, for example - took steps to
increase the outflow of capital. ZIater in the year the German long-term capital
account moved into deficit and for 1972 as a whole the increase in foreign
investment and development assistance from Japan was such that, despite the
inflow of short-term funds, that country's capital account showed a deficit of
over $2 billion.

By the autumn there were signs of greater stability: the stronger European
currencies had dropped from their upper limits and, where dual exchange markets
had been created, the free rate moved closer to the {controlled) trade rate. 1In
these circumstances, several Governments felt less iphibited about using monetary
palicy to combat the rising inflation. Interest rates were raised in a number of
countries, including Belgium, France, the Federal Repubiic of Germany and the
United Kingdom.

Given the enormous overhang of mobile funds, however, the stability again
proved fragile. Exchange dealings reacted strongly to each piece of evidence that
the original diseguilibria had not been overcome: news of the increase in the
Japanese surplus, disappeinting trade returns from the United States, signs of
continued inflation in the United Kingdom and the United States, a report on the
current balance in the Federal Republic of Germany for 1972. The price of gold,
which had drifted erratically downward from about $70 per fine ounce in mid-year
to about $60 in November, started rising again and stood at $65 as 1973 opened.

A new spate of turbulence was touched off on 20 January 1975 when a two-tier
exchange system was introduced in Italy. There was a sudden outflow of lire for
the purchase of Swiss francs - the currency that was at its Smithsonian ceiling at
the time - and to protect domestic economic policy, the Government let the franc
float. There was thus a massive movement from the weaker to the stronger
currencies: in the first week in February, some $6 billicn was taken in by the
Federal Republic of Germany and over $1 billion by Japan, and the price of gold
rose above $75 an ounce.

On 12 February it was announced that the United States dollar would be
devalued by 10 per cent and the next day the lira and the yen were allowed to
float (thus Joining the Canadian dollar, the gpound sterling and the Swiss franc).
In the next two weeks a number of other adjustments to exchange rates were made
among the minocr currencies, those with close trade links to the United States
following the dollar down the full 10 per cent, others devaluing to a smaller
extent. On 1 March, however, there was a further rush into the stronger European
currencies with the German central bank absorbing no less than $2.6 billion and
the price of gold rising to $90. The exchanges were closed and in the two weeks
before they reopened the deutsche mark was upvalued slightly and it was linked
with French, Benelux and Danish currencies in a joint float {which the Norwegian
krone and the Swedish krona subsequently joined).

Compared with the Smithsonian structure, the currency relationships that
emerged from this frenetic period reflect the changes in the external balance of
the major trading countries. The pound was marked down slightly relative to the
United States dollar, the lira and Canadian dollar were somewlhal higher; the
others had all appreciated considerably - the Duteh guilder and the Swedish krona
by 10 percentage points, the stronger EEC currencies by about 15 points and the
yen, the Australian dollar and the Swiss franc by over 20 points (see table 14).
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For 1972 as a whole, the United States enjoyed a small net inflow of private
long-term capital - reflecting changes in net direct investmenlt - and the over-all
deficit on long-term capital account was only a Fifth of its 1971 figure. After a
reversal in the direction of flow in the first half of the vyear, the improvement in
short-term bransactions was even more dramatic. The over-all deficit thus dropped
to $10 billion on an official sebtlements basis. This was a third of the 1971
figure and more or less in line with that of 1970, but whereas the deficit in that
year was on capital account, in 1972 it was largely in current account, reflecting
chiefly the deteriorating trade position (see table 15). This, in turn,
represents the steady expansion, since the early 1950s, in net imports of
non-agricultural primary products and the shrinking of net exports of manufactures.

The international reserves of the United States, after a reduction of
$1.3 billion in 1971 declined only marginally in 1972: losses in the second half
of the year exceeded gains in the first half by about $40 million. Italy and the
United Kingdom were the only other countries among the developed market economies
to lose reserves in 1972: +the Italian losses were spread through the year, those
of the United Kingdom were concentrated in the second half. The big gainers were
the Federal Republic of Germany ($5 billion), Japan (§3 billion), Australia
($2.8 billion), France and Spain ($1.8 billion each) and the Netherlands
($1 billion). Except in the case of Japan, whose reserves rose chiefly in the
fourth quarter of 1972, these gains were made in the first three guarters of the
year and, after a reversal in the fourth quarter, continued into the first quarter
of 1975. Indeed, as a result of the hectic dealings of Februvary, several of the
furopean countries absorbed more foreign currency than during the whole of 1972:
$8.7 billion in the case of the Federal Republic of Germany and over $1 billion
in the case of Belgium, France and the Netherlands (see table 16).

In the aggregate, developed market economy reserves increased by $32.7 billion
in 1971 and $18.7 billion in 1972. Very little of this was in gold: an increase
of $1.8 billion in 1971 was followed by a reduction of over $0.3 billion in 1972.
Borrowing rights in IMF were drawn down in both years, fractionally in 1972 but
to the extent of $0.8 billion in 1971. Holdings of SDR rose by $2.8 billion in
1971 and $2.5 billion in 1972. The great expansion was in foreign exchange -
the equivalent of $28.9 billion in 1971 and $16.6 billion in 1972. Of the latter
amount, the United States deficit contributed $10 billion. At the end of 1972
almost half of total foreign exchange holdings - the great bulk of which
consisted of United States dollars - were held, in more or less equal amounts,
by the Federal Republic of Germany and Japan (see table 17). By the end of 1972,
very few of the developed market economies (other than the former reserve Currency
countries) had less than the equivalent of three months' imports in their official
holdings. The large dollar component of these holdings, however, was not
convertible and represented something less than generalized purchasing power.

Outlook

Notwithstanding the unsolved problems of inflation and unemployment and the
seeming lack of progress towards an agreed set of rules for a new international
monetary system, 1972 trends and most economic indicators early in 1973 point to
the continued rapid growth in preoduction and trade in the period immediately ahead.
Most of the developed market economies were still operating at less than full
capacity at the end of 1972 and official policy, though alerted to the risk of an
acceleration in the rise in prices, remained generally expansionary.
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Bven the countries that achieved a relatively high rate of growth in 1972 -
Canada, France and the United States, for example ~ are expected to maintain, if
not increase, their expansion in 1973. The EEC, benefiting from its enlargement
from six to nine members, is likely to improve on its 1972 performance: higher
rates of investment are foreseen in some of the smaller members (especially
Denmark and Ireland) and higher rates of capacity utilization in some of the
larger (especially the Federal Republic of Germany and Italy). The recovery staged
by Japan in 1972, on the basis of a different demand pattern from that
characterizing previous upswings, is expected to continue and perhaps accelerate
to the higher rates of growth recorded in the 1960s under the influence of fiscal
stimulation and monetary ease.

In Japan, the expansion seems likely to come chiefly from consumption
(especially in the public sector), home building and investment outside the
manufacturing sector. In most other developed market economies, the swing in
demand is likely to be in the opposite direction: away from consumer expendibure
and residential construction (whose high 1972 share may be cut by anti-inflationary
policies) towards business investment, as existing capacity nears full utilization.
Almost everywhere, stock building, which lagged behind in 1972, is expected to add
to the expansicnary factors.

The emerging pattern of demand and the vigorous over-alil growth should provide
powerful stimuli to international trade. Western Europe is likely to make a
greater contribution to this than it did in 1972, not only in respect of
intra-trade - especially within the enlarged Community - but also in respect
of its dmports from the rest of the world. The primary-producing countries should
shayre fully in this expansion, not only as sources of the raw materials for
increased industrial activity but also as importers having at their disposal not
only a greater flow of current earnings but also the sizable increment in their
interrational liquidity that accumulated in 1972.

Perhaps the biggest question hanging over the economic Scene concerns the
method of dealing with price inflation. This will almost certainly persist and
may indeed become more acute. Tight supply conditions prevail in most primary
commodity markets, and international prices seem likely %o be pushed up to the full
extent of the dollar devaluation and in many cases well beyond. In most developed
market economies wage rates rose considerably in 1972 and hourly earnings increased
by 6-7 per cent in North America and 10-12 per cent elsewhere. Though output was
greater, labour costs also rose. The rise in consumer prices was accelerating in
most of the Western Duropean countries in 1972 and even in North America in the
first guarter of 1973. Consequently, most countries were experiencing great
difficulty in keeping wage settlements in line with growth and productivity norms,
particularly as one of the most rapidly rising components of the price index was
food, the cost of which had already increased by nearly 8 per cent in Western Furope
in 1972.

While the problem of ensuring the equitable distribution of the annual
increment in output has been more explicitly posed than ever before in a number of
countries, formulae and institutions for achieving this had not vet been agreed to.
Since there are often wide disparities among economic sectors and branches in
personal income levels, in workers' bargaining power for wage negotiations and in
productivity gains, as well as in the industry's ability to pass increases in
cost on to its customers, compromises have been slow in coming. The risk remaing
therefore that, in the effort to cope with inflation, Governments may resort to
more general monetary curbs or fiscal action that will slow down the growth in
production, if not in 1973 then in 197h.
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The second major question that remains unresolved in 1973 is the reconstitution
of an international monetary system. This guestion appears somevhat less urgent
than it did a year ago, satisfactory increases in production and trade having been
achieved despite the currency upheavals of 1972, It can be expected, perhaps
more reasonably than after the Smithsonian settlement, that the exchange rate
adjustments that have now been effected, coupled with - and ultimately confirmed
by - the floating of the major currencies, will begin to reduce both the deficit
of the United States and the surplus of the Federal Republic of Germany and Japan.
The recent food crisis and the strength of the United States agricultural sector
may be expected to help in this regard, especially if the trade negotiastions that
are due to begin in thbe autumn of 1973 make some headway in devising other means
than production constraints to maintain the incomes of those now engaged in farming.

The dialogue on the monetary problem has continued, notably in the IMF
Committee on Reform of the International Monetary System and Related Issues, which
met at the ministerial level for the first time in March 1973. While opinion
appears to be converging in several areas - the desirability of stable but
adjustable exchange rates, for example, the need for action by surplus as well as
deficit countries, the increasing use of SDR as a major reserve asset and the
need for IMF surveillance of exchange rate policies - there are still wide
differences on other maiters.

One such matter is the degree of symmetry - between deficit and surplus
gitustions - and the degree of automaticity of reguired actions. At the one
extreme are those who think that specific changes - in exchange quotations within
the preseribed band or in official reserve ratios - should automatically set in
motion designated defensive or remedial actions. At the other, are those who
favour a more discretionary sysiem such as would be appropriate for the regulatory
function of a world central bank.

The extent to which various possible short-term defensive trade measures should
be linked with the control of cepital movements for the maintenance of exchange
rates is also a matter of comtroversy. There is agreement, however, that if the
use of defensive trade policies is accepted they should not be invoked against
the developing countries.

Another unsolved problem is how to prevent the movement of short-term funds
from disrupting the exchange rate nexus. In some ways this is the most urgent of
the many questions connected with the setting up of a new monetary system, for
the events of the past 18 months have provided ample evidence of the size and
mobility of the funds that stand ready to move across the exchanges. Part of the
danger of disruptive movements - for defensive purposes - will presumably disappear
when a credible set of currency relationships is agreed to and cemented by an
appropriate schedule of rules for monetary behaviour within a determined
international institutional framework. But the risk of speculative movements
will remain. Its reduction will depend on immobilizing the enormous overhang
of non-resident dollars and curbing the United States deficit. The former is
largely a technical problem linked to decisions regarding the role of the dollar
among the reserve assets in the new system. The latter depends on the restoration
of a better balance between some of the major trading countries: unless it is
accomplished through action by surplus countries as well as deficit countries,
it will exert a negative impact on world trade.
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Table 9. Developed market economies: growth of gross domestic
product in constant market prices, 1970-1973

(Percentage)
Average Range of growth
Region and country annual rate, Change from preceding year forecasts Tor
1970-1972 1970 1971 1972 a/ 1973 b/
North America . . . . . 2.9 ~0.3 2.7 6.3 6.1-6.6
Canada . . . . . . . L.5 2.6 5.5 5.5 ¢/ 5.5~6.0
United States . 2.8 -0.5 2.5 6.k e/ 6.2-6.7
Western Europe k.1 5.2 3.2 3.8 4.9-6.0
EEC . . . . . . .. k.3 5.8 3.3 3.7 5.0 &/
Belgium . . . . . . L.6 6.1 3.7 4.0
France . . . . . . 5.5 5.9 5.1 5.5 5.8-6.2
Germany, Federal
Republic of . . . 3.8 5.9 2.7 2.8 ¢/ k.5-6.0
Ttaly . . . . . . 3.2 5.0 1.5 3.0 ¢/ k.3-6.0
Luxenbourg 2.k 3.4 0.7 3.0
Netherlands . . 4.8 6.3 4.5 3.5 ¢/ h.0-5.0
Other Europe 3.7 h,2 2.9 k.0
Austria . . . . . . 6.2 7.8 5.2 5.5 5.0~5.5
Cyprus . .+ . . . . 7.8 3.8 12.1 7.5
Denmark . . . . . . 3.9 3.3 4.0 4.5 b,5-5,5
Finland . . . . . . 5.2 8.3 2.3 k.9 5.5-6.0
Greece . . . . . . T.7 7.5 7.0 8.5 8.0
Tceland . 7.8 6.1 9.9 7.3 5.0-6.0
Ireland . . .. 3.2 2.9 3.8 2.8 L.5-5.2
Malta . . . . . . . 9.5 10.4 9.0 9.0
Norwey P e L2 3.5 5.0 L.o 4,0-4.6
Portugal . . . . . T.4 8.5 6.2 7.5
Spain . . . . . . . 5.8 6.0 k.5 7.0 ¢/ 6.0-7.0
Sweden . . . . . . 2.4 5.0 0.2 2.1 L.0-4.5
Switzerland c/. . . k.3 h.o 3.8 4.8 hoo-b.7
Turkey . . . . . . 6.8 5.6 7.9 7.0
United Kingdom 2.1 2.2 1.6 2.5 5.0-6.3
Asia
Japan . . . . . . .. 8.7 10.5 6.3 9.2 ¢/ 10.7-11.9
Southern hemisphere . . 4,2 5.4 h.o 3.h 5.0-6.5
Australia e/. . . . . h.h 5.8 k.3 3.2 5.0-T.2
Wew Zealand e/. . . 3.3 h.0 3.5 2.5 3.5-4.0
South Africa . . . . k.1 4.8 3.6 4.0 5.5
Total, 27 developed
market economies 3.9 2.9 3.3 5.6 6.1-6.9

{Bource and foot-notes on following page)
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(Source and foot-notes to table §)

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

a/ Preliminary.

b/ Torecasts for 1973 made since December 1972 by national authorities,
EEC, OECD (in its Economic Outlook, No. 12, 1972) and the National Institute of
Social and Economic Research in National Institute Economic Review (London),
No. 63, February 1973).

¢/ Gross national product.

d/ Including Denmark, Ireland and the United Kingdom.

g/ FPiseal year ending 30 June of the indicated year for Australis,
31 March for New Zealand.
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Table 10. Selected developed market economies: changes in major components
of gross domestic product in constant prices, 1970-1972
(Percentage change from preceding year)

Gross

Country and Private Public Fixed Changes in domestic

year consumption congumption investment inventories— Exports Imports product
Australiakj

1970 . . . 5.8 2.6 5.4 1.7 18.9  10.2 5 %ﬂ

1971 . . . 3.2 5.5 3.0 1.3 B.L 3.4 ki, o

1972 . 3.4 2.5 0.7 -0.1 8.6 -2.1 3.2=
Austriz

1976 . . . 6.0 2.3 11.6 3.1 18.5 18.6 7.8

1971 . . 7.2 3.5 12.0 1.0 4.7 6.9 5.2

1972 L. . . 6.2 6.0 8.0 ~0.5 9.0 11.5 5.5
Belgium

1970 . . . b.3 3.1 9.8 1.5 9.8 7.0 6.1

87 . . . L.6 4.8 -3.1 1.2 8.2 6.2 3'Tc/

97z .. . .5 6.0 1.5 .. 5.0 6.5 h,o
Canads

197G . . . 2.0 8.1 0.9 0.2 9.3 -1.3 2.6

1971 . . . 5.5 5.3 5.7 0.1 5.7 8.9 S-SC/

1972 . 7.6 5.0 .1 0.1 6.2 10.9 5. 5=
Denmark

1976 . . . 2,9 10.5 6.0 0.4 5.9 8.0 3.3

1971 . . . 2.4 8.9 1.9 -0,8 h.1 -0.6 k.0

1972 . 3.5 5.0 2.5 ~0.2 h.5
Finland

11970 . . . 6.7 5.6 12.9 T.1 T.7 19,0 8.3

1971 . . . 3.0 b5 2.7 6.5 ~1.1 -0.h 2.3

1972 . . 5.2 5.k 2.9 3.7 15.1 4.1 .9
France

1976 . .. L.3 3.8 T.h 2.9 17.0 8.5 5.9

1671 . 6.0 3.6 5.0 -0.3 12.5 i2.0 5.1

1972 . 5.5 2.5 6.5 G.2 12.5 13.0 5.5

(Table 10 continued orn following page)
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Table 10 (continued)

!

Cross !

Country and Private Public Fixed Changes in a/ domestic

year consumption consuwption investment inventories— Exports Imports product
Germany,

Federal

Republic of

1970 . . . 7.0 h.g 11,4 2.2 8.7 15.4 5.9

1971 . . 5.5 7.2 h.s 0.8 6.2 10.2 2,7 /

1972 . . . 3.6 k.2 1.6 0.8 7.k 8.9 2, 8%
Greece

1970 . . 7.6 L.8 2.0 1.3 7.5

971 . . . 8.4 5.3 10.0 -0.5 7.0

1972 . 8.6 6.0 8.k -0.5 8.5
Tceland

970 .. . 12,2 k.5 8.0 ~0.7 17.7 27.8 6.1

1971 . . . 1hk.0 6.4 k.5 3.0 -3.h 24 . 4 9.9

1972 . . . 11.8 5.6 2.k ~0.9 9.4 9.4 7.3
Ireland

1970 . . . 3.0 7.0 -1.3 2.1 oy 2.4 2.9

1971 . . . 3.3 3.3 B.9 1.1 5.0 .1 3.8

1972 . . . - 2.0 .. 16.8 L.o 2.8
Italy

1970 . . . 7.8 1.9 3.k 1.6 5.9 16.3 5.0

971 . . . 2.6 h,2 k.9 0.4 6.8 - I.SC/

1972 . L.o 3.5 -2.5 0.5 11.5 8.5 3,0~
Japan

1970 . . 7.6 7.0 13.7 k.5 16.1 20.8 10.5

1971 . . . 7.2 7.9 8.3 1.7 18.1 3.2 6.3 /

1972 . . . 9.3 7.9 10. 1.7 T.h4 8.5 g9.2%
Lnaxembourg

1970 . . 5.5 2.2 6.k - 1.3 5.3 3.k

1971 . . . h,0 1.5 8.0 0.6 -3.5 1.5 0.7

1972 . . . L.,0 1.5 -1.0 cee 1.0 2.0 3.0
Netherlands

1970 . . . T.h 5,8 8.3 2.2 12.8 13.9 6.3

1971 . . 3.0 3.5 1.7 1.2 11.0 6.0 k.5 /

1972 . . . 5.0 -0.5 -4.0 . 10.0 2.0 3.5%

(Table 10 continued on following page)
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Teble 10 (continued)

Gross

Oountry and  Private Fublic Fixed Changes in domestic

Foar consuwuptlen cougungtion investment inventoriesé‘ﬁxpsrﬁs Tnports preduct
Forway

1870 .. 2.0 4.0 16.0 3.1 1.5 13.3 3.5

971 . 5.4 L.s 11.9 1.8 3.5 b1 5.0

1972 . 2.0 - 4.0 .. .. L,o
South Africa

1970 . 7.3 6.0 12.7 4.3 - 16.4 h,8

1971 . Yok 5.6 7.0 3.1 5.2 6.3 3,6

1972 . 3.8 AN 0.% -2.3 16.8 -13.9 3.1
Snain

1970 . 3.9 Q.3 3.8 1.8 18.3 1.5 6.0

1971 . 3.k 6.3 -1.9 1.7 13.6 0.2 b.s

1972, 5.5 k.5 14%.0 1.2 20.0 23.0 7.0%
Sweden

1970 .. . 2.4 7.3 3.1 2.9 9.1 9.7 5.0

971 . . . -0.8 b1 ~-1.k 0.7 5.8 -3.1 0.2

1972 . . . 3.5 2.6 3.5 . W8 b6 2.1
Switzerland

970 . . . 5.3 2.3 8.0 1.7 7.2 13.7 L,p

1971 ., . . 5.5 3.7 7.9 1.0 2.5 6.1 3.8

972 . . . 5.7 4.5 6.3 h.o 6.5 k.8
United Kingdom

1970 . . . 2.7 1.1 2.5 0.7 5.5 5.3 2.2

971 . . . 2.6 3.6 -0.6 O'la/ kg L6 1.6

1972 . . ., 6.2 3.2 2.6 ~1.2= 1.5 9.3 2.5
United States

1870 . 1.7 -3.7 -3.5 0.4 8.6 3.8 -0.5

1971 . 3.9 -1.h 5.1 0.4 0.7 7.5 2.5 /

1972 . 5.9 3.8 12,7 0.5 8.0  11.8 6. 45

(Source and foot-notes on following page)
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(Source and foot-notes to table 10)

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

sources.

a/ At current prices, as percentage of gross domestic product.
b/ Fiscal vear ending 30 June.
¢/ Gross national product.

d/ Three quarters comparison.

N ITem




ices, 1961-1G72

111 consueer pr

conomies: rate of increase
(Percentage)

Developed market e

Table 11,

guarter of 1971

1972 auartfers

Change from correspondin

Fourth

First Second Third

1971 1972

Change from preceding vear
1970

Average annual rate
1961-1970 1970-1972

V—
o

Countr

OO
~ QN QDO
o

[P o~
=t o on
4

.-:!‘L‘-LF\\D
D")O\O\CD
i

« a .
« =
+ s
. e

Turkey
Portugeal
Iceland
Ireland

T.2

o

8.

Y,h
6.6

8.¢

8.0

k.1

¥Wetherlands
Horway

B U B
bt b AN

OO Y

[ Na RNo ANs]

QO A

e

— b
O AD

[o XN T Y

"

[aliew

o-'-fb—o
O 1A O

™y

i i P N o

.

O

Finland

— O

=

United Kingdom
Wew Zealand

*

© O\ el S O
e T

O 0 an
OGO

M N Oy

. - .

O ND INND\ND

LYol N el
G WO MDD N

Lh\o Lr\n“sc:)

\.D\D\D\.D\D

OO ot bt
\O WO =F -

[F S VAN o VI, S

DI L -

pXs] WWChrAcn
LF\\DU'\LP\\D

3.3
5.9
T
6

0]

P
. s s 0w
PR

. x v e

+ 2 a s e

South Afrieca

Austria

Switzerland
Sweden

Denmari

L
=
i

2

5.5 5.9

5.2

3.5
5.2

L.o

France

.

o
e

O

3.8

2.5
2.8

-

Australia

Germany, Federal

~F
O

jo)

(AU
b \C

o

O 1N

1
L™

QO
[Fa P~

oo M
W g s i F Y

o)
[T

ot

. .

TR T

0 =
[Fph. g

CD

o O

("’1.:1.:!‘

L.g

Republic of .

Italy

—\O
[Tp =

O\C\l O\C‘Q
mmmm

[ 30 o s
[P s

L. o

m..:r_-.r
-:?‘.d‘.:d‘

3-5

o 0 =t
= =\

3.6

[aaRiepsel

[T L

4,3

[l AN |
s O =

O
P NS A

3.1

[0 9 aag e &)

2.6
2.7
1.1
2.1

»
. -
- .
. -

Luxembourg

Canada
Cyprus
Greece

(Table 11 continued on following page)



*0L6T utr uorgdumsuoo ageatad Lq pejyldrep /q

*2L6T o1

TL6T WOIJ Sa0TJd JIUMSUOD UT 9seaIoul o8wiusodsd Jo J9pJao Bulpusdssp UT paduslas oIv S:TIjUMO) /®

‘82994008 TBUOTGRU UO pue ‘Sol3SIgels S3unoody

TBUOTYB} JO OOQJdEBa} Pue S$2T1STLERS JO UTIS[TING ATUIUON °SUOTIBN DPa4TU) SU4Y JO I0TIIQ [BOTISTIRLG UO Paseq
“1eTJIB39J09G SUOTABY PI1TUf dYl JO SITOTIOJ pur suorgosforg *Futuuelg uswdorsasg J0J 9I4Us3) :92Jn0g

8% G q oy Ly 94 AR g4 1°¢ n'e \mmmwaomoum
19918
padoTsasp Lz ‘TB0%
£°g 0’9 0°9 0L S’ 9 7' LI LG L'c \m BOTAIY HInog
pUB DUBTEAZ MASf
‘BITRIYSNY
LR &'ft 9°n £y €1 1°9 Ll 0°9 L*g o+ v+ ¢ ¢ uedep
L9 09 'S 56 6°S €S Sy 2's g€ v /4 odd
6°9 €°9 0°9 7°9 £°9 ¢'g TS 0'9 % \mmmHEOQOom
: LEb Kazini
padoTaasp T “adoang
S g€ £t 9'¢ 7€ 21 LS nH g'e  gEOTIemy UtIoN
€ Tt z2'¢€ ) 1°t £ 6°G Sy Q'c " 7 899ELE PIITU)
g4 £°9 £°'T 9'0— 7€ £ e L't 1t 6T 7 7t BITRH
30, PITUSL puooag 1SITd 2L6T  TL6T  OL6T  2L6T-0L6T OL6T-T96T —fx3umop

asxaqIenb 26T

TIBT 10 Io3ienb BUipUoOdSodd00 WOLL 8susiy

JESk guipeosdd Woij ogusqg)

29BJI TENUUB 2FBISAY

/B

(PSUUTAUOD) TT STUBL

D



Table 12. Selected developed market economieg: unemployment rates
and changes in unemployment, 1969~-1972

(Percentage)
Percentage change in average
number of unemployed between
Annual average 1971 and December 1971
a/ wnemployment rabte~ e/ 1972 and a/
Country— 1960 1970 1971 1972~ December 1972~
Netherlands . . . . . . . . 1.b 1.1 1.6 2.7 Th 17
Australia » + .« . 4 o« . . 1.5 1.4 1.6 2.2 hé 52
Germany, Federal
Republic of . . . . . . . 0.8 0.7 0.8 1.1 33 L
BelgilM . + o « « « « + « & 3.6 2.9 2.9 3.5 20 11
Horway .« + « o + o o o« o« . 1.0 0.8 0.8 1.0 21 2e
Finland . « « « « « o o o« 2,8 1.9 2.2 2.6 16 k
Japan « « v .« 4 . v e e 1.1 1.2 1.2 1.k 15 3
TEAIY « v v v e e e e e e s 3.4 3.1 3.1 3.6 1h 15
Treland . + « & « « « o« 6.4 7.2 7.2 8.1 1k -1
United Kingdom . . . . . 2.5 2.6 3.4 3.8 11 -1k
Swedenn . o+ . e s e e e . 1.9 1.5 2.5 2.7 6 -6
France . v v v v o - 4 . 1.8 1.7 2.1 2.4 5 -
Canada . v + v 0 v v o« e . h.7 5.9 6.4 6.3 2 10
Denmark . « o+ v v + o & o 3.9 2.9 3.7 3.6 -2 ~Ul
United States . . . . . 3.5 k.9 6.0 5.6 -3 -12
Austris . . . . . . . . 2.8 2.b 2.1 1.9 -6 ~15

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

a/ Countries are arranged in descending order of percentage increase in number
of unemployed between 1971 and 1972.

R/ Unemployment rate refers to the nuwber of registered applicants for work or
persons reported unemployed expressed as a percentage of the civilian labour force.
Because of differences in definitions, the data do not permit simple intercountry
comparisons.

¢/ Preliminary, average for 11 months in the case of Norway and Japan,
9 months in the case of Australia, and 6 months in the case of France.

4/ Change between December 1971 and December 1972 expressed as a percentage
of the Tormer, except for Denmark, Finland and Japan {November to November), Italy
(Dctober to October) and Australia (August to August change).
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Chapter TIIT

RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES

Fastern Turope and the Soviet Union

The Union of Soviet Socialist Republics and the centrally planned economies of
Eastern Furope showed important advances during the vear under review. However, the
gconomic performance of the group in 1972 was strongly influenced by the outcome
of the agricultural season which, in the countries of Bastern Europe, comtributed
to a generally very saiisfactory record but in the Soviet Union impeded production

growth and necessitated large-scale grain imports with a significant impoct on
world markets,

In the majority or the countries of the area the directives for the medium-
term plans for the first half of the 1970s are characterized by a greater emphasis
on qualitative achievements - an aspect which, despite frequent appeals, has not
enjoyed full priority in the past. Following this chanme in attitude, the plans
of these countries generally gave more attention to closer adaptation of output to
the requirements of domestic and foreign markets, to cost reductions, to more
efficient use of resources and, increasingly, to a concern over factor
productivity. A nev concern was juxtaposed to these policies in 1972: +the
attainment or preservation of over-all domestic equilibrium. TIncreasing importance
vas assigned to the task of halancing the arowth of demand and supply - especially
in the consumer sectors - and of achieving a more harmonious development Tor all
sectors of the economy.

Although decisive effects can be expected only in the lonz run, since the newly
formulated objectives seem to require extensive changes in planning and management
methods, these bolder attitudes in the field of development strategy, together
with some shifts of emphasis in economic thinkines, produced a number of positive
results even during the implementation of the 1972 plans in several countries of
the area.

In the sphere of production, growth rates were somevhat above those prevailing
in the 1960s in most of the centrally planned economies of Fastern Furope, though
not in the Soviet Union. While the performance of individual sectors varied from
country to country, the main contribution to the expansion of the national income
came in all cases from the increase of industrial output. A salient feature of
industrial development in 1972 was a meneral narrowing of the gap between the growth
rates of producer and consumer goods. In contrast with the uniformiy satisfactory
performance of the industrial sector, apricultural production showed a diversified
pattern.

There is ample evidence that, induced by these developments, the drive to
improve the technical basis of agriculture continues to gain momentum. There appears
alsc to be a growing awvareness that technical measures need to be supported by
an improved system of incentives if the performance of the agricultural sector is
to be strengthened significantly.
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With respect to the patiern of final use, recent trends have varied widely.
However, in several countries the shift towards consumption indicated by the annual
plans vas only partially maintained during their implementation, and the share of
sccumulation in national income seems to have increased in most countries.

Production and use of resources

The growth of aggregate output in the USSR and the Eastern European centrally
planned economies, which, in national income terms, amounted to ahout 5 per cent
in 1972, was disappointing primarily owing to the severe crop setback in the Soviet
Union. This was caused by exceptionally unfavourable weather conditions and it
retarded the development of the non-agricultural branches of the Soviet economy,
resulting in a growth rate of only It per cent in the national income.

The production performance of the countries of Eastern Furope, by contrast,
was considerably more satisfactory. The growth rate of national income was well
in excess of the growth targets under both the amnual and the five-year plans.
Even though the expension rate for the group was identical with that attained in
1971, it reflects an improved performance since it was achieved without the ald
of "recovery" effects in the agricultural sphere of some countries which had raised
the aggregate output growth measure for that year. Accelerated growth rates of
national income {as compared with the performance of the previous vear) were
achieved by Czechoslovakia, the German Democratic Republic and Poland (for the third
year in a row), while in Bulgaria the growth rate was the same as in the previous '
year, and in Hungary and Romania, where the 1971 growth rates had reflected the
recovery from the severe agricultural downturns in 1970, national income growth
decelerated by a few percentage points (table 22).

{
Table 18. Eastern Furope and USSR: growth of national income,%/
actual and planned, 1966-1975
(Percentage)
Country or Average annual rate Change from preceding years
country group
1966-1970, 1971-1972, 1971-1975, 1971, 1972 1973,
actual actual planned actual Planned Actual planned
Eastern Burope 6.5 7.3 6.7-7.0 7.3 6.6 7.3 7.9
USSR . . . . . T.1 L.8 6.8 5.6 6.2 4.0 6.0
Tastern furope
and USSR . . 7.0 5.4 6.7-6.8 6.0 6.3 L.9 6.6

Source: Table 22.

a/ National income produced (net material product obtained as the sum of
net value edded in the sectors of material production), except for the USSR where
this measure is not available and the reference is to national income distributed
{(the sum of final domestic uses of net material product). The two concepts differ
mainly by the foreign balance.

50~



Industrial production

Gross industrial output grew more slowly in 1972 than in 1971 under the impact
of the deceleration in the Soviet Union, whereas in Fastern Europe it accelerated,
all countries exceeding their industrial growth targets and all but Bulgaria and
Czechoslovakia bettering their 1971 growth performance. In the Soviet Union, the
slowdown caused by the shortage of agricultural raw materials for the food and
light industries affected mainly the production of consumer goods (group "B"), which
increased by 6 per cent ~ as against a planned rate of 7.1 per cent - vhile the
output of producer goods (group "A") was sugmented at the planned rate
(6.8 per cent). The agricultural setback thus compelled the abandonment, st least
temporarily, in the plan for 1973, of the original intention to accelerate the growth
of consumer goods production beyond that of producer goods ocutput.

The growth of industrial output was accompanied by continued improvement in the
composition of industrial production, as evidenced by the rising share in total
output of industries which are among the main carriers of technological progress,
such as electrical power, metallurgy, machine-building, chemicels and petrochemicals.
Thus, in Bulgaria, about 60 per cent of the total increment in 1972 industrial output
was attained by enterprises of these branches (excluding electrical power), and
their share in the gross industrial output rose from 36.7 per cent in 1971 to
38.4 per cent in 1972. In Czechoslovakia, three branches - rubber and plastics,
other chemicals, and machine-building - contributed about one half of the increment
in total industrial output. In the CMEA countries jointly, the 1972 increment in
chemical industry output was about 10 per cent; in this branch, production of
mineral fertilizers increased by approximately 7 per cent, plastics and synthetic
resins by 9.5 per cent, and chemical fibres by 9 per cent. l/

In a number of countries, producer goods showed a higher growth rate than
consumer goods. However, in Hungary in recent years and in Poland in 1972 - for

Table 19. Eastern DBurope and USSR: growth of industrial gross output,
actual and planned, 19661975

{Percentage)
Country or Average annual rate Change from preceding year
country group
1966-1970, 1971-1972, 1971-1975, 1971, 1972 1973,
actual actual planned actual Planned Actual planned
Eastern Furope . 7.9 7.9 T.5-7.8 7.6 6.8 8.2 8.6
USSR . . . . . . 8.5 7.1 8.0 7.7 6.9 6.5 5.8
Fastern Europe
and USSR . . . 8.3 7.3 7.9-8.0 7.7 6.9 7.0 6.6

Source: Table 23.

;/ Informatsia o deiatel'nosti Soveta Ekonomicheskoi Vzaimopomoshehi v 1972g.
(Moscow), Mareh 1973, p. 2.
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the first time since the late 1950s -~ the ouiput of consumer goods grew more rapidly
than that of producer goods. In the case of Poland, this reflects a reversal of
priorities vhich apparently is to be a continuing feature of the new economie poliey,
at least in the short run, as the same relationship prevails in the growth targets
for 1973. Since the Polish five-year plan targets accepted last year had envisaged
a slight growth advantage for the producer goods sector over the period as a wvhole,
the entire development sirategy may be under reconsideration.

In Eastern Burope and the USSR, about three quarters of the increments in
industrial output came from increases in labour productivity. The apparent rates
of increase in industrial labour productivity, as measured by the ratio of output
to employment growth rates, were higher than in 1971 in all countries of the region
except Czechoslovakia and the USSR {table 25).

The over-all increase in industrial employment in 1972 of about 1.6 per cent
was slightly higher than in 1971 (1.5 per cent), and - in all countries except
Hungary and Czechoslovakia - higher than planped. Hungary was again the only
country of the region in which the increase in gross output was obtained with a
reduced level of employment. Manpower shortages caused some difficulties in
individual industrial branches in Czechoslovakia and the USER.

Agricultural production

While the gross agricultural output of the region as a whole declined in
1972, the countries of Fastern Furope achieved very good results in this sector.
Almost 21l of the Eastern European countries registered record grain harvests as
well as very high ouiput levels in other crops. Good results were generally
achieved alsc in animal husbandry, with particularly impressive increases in the
Geyman Democratic Republic, Poland and Romania. In Poland, for example, cattle and
pig herds, which after remaining constant in size through most of the last five~-
year plan period, had declined in the wake of the poor 1969-1970 harvests,
increased consideravly (cattle, 2.3 per cent, pigs, 13.8 per cent), and meat
production after three years of stagnation, reached a record level of 2.3 million
tons {13.7 per cent increase). Since, encouraged by increases in purchase prices,
most of the production increments went into the marketable share, state procurements

of some livestock products showed even more dramatic increases {meats, 21.0 per cent;

milk, 20.9 per cent).

Table 20. Eastern Furope and USSR: growbth of
agricultural output, 1971-1973

(Percentage change from preceding vear)

Country or country group 1971, 1972 1973,
actual Planned  Actual planned
Bastern Europe . - « « « « + « & 5.k 7.1 7.1 5.6
USSR . & v v v v v e v e e e e 1.1 e ~h.6 12.6
Eastern Furope and USSR . . . . 2.6 e -0.8 10.k

Source: Table 2k.
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Soviet agricultural output suffered from the impact of an extraordinary
combination of unfavourable climatic conditions, in which a cold and snowless winter
was succeeded by an unprecedented drought in a considerable part of the country.
Plantings of grains and other crops (especially potatoes and vegetables) were
killed in large areas of the Turopean part of the USSR which has the most fertile
soils of the country (Ukraine, northern Caucasus, Volga basin). In spite of the
resulting decrease in gross agricultural output, the 1972 production level was
4.2 per cent higher than the average annual ocubput during 1966-1970. Separate data
for crop and livestock sectors are not yet available, but incomplete data on
individual items indicate that the output of livestock products remained roughly
at the level of the preceding year while that of the crop sector fell by some
8 per cent.

The gross grain harvest in the Soviet Union totalled 168 million tons, somevhat
above the 1966-1970 average but about 13 million tons below the output of 1971.
State procurements amounted to 60 million tons, which met the minimum level fixed
in the state plan but could not fully satisfy domestic requirements. To meet
consumer needs and fodder quotas for the maintenance of animal herds, some

o0 million tons were purchased in foreign markets.

According to Soviet calculations, the USSR would have harvested only about
00 million tons of grain from the current crop area if the severe 1972 weather
conditions had occurred vhile the 1955 level of agricultural technelogy was gtill
prevailing. 2/

Yields of potatoes and vepetables were velow those of 1971 and below the
average for the 1066-1970 period, as the drought had inflicted substantizl damage
on these crops, but state procurements were approximately similar to those of
1971. Despite the unfavourable weather conditions, production of industrial crops
was rather good: the cotton crop was the largest in Soviet history (7.3 million
tons) and topped the 1971-1975 plan target by more than 8 per cent: the production
of sugar-beet (75.7 million tons) was also higher than in the preceding year.

Planned production

Tn most of the countries of the region, the 1973 plans of production envisage
an acceleration of economic growth. This is reflected in an increase in the
aggregate rate of planned national income growth for the region as a whole to
6.5 per cent {as against the 4.9 per cent increase in 1972), composed of a modest
acceleration in the countries of Fastern [urope jointly and a much greater
forceful step-up in the Soviet Union.

Most of the Bastern [uropean countries plan to accelerate the arowth rates of
industrial production. The exceptions are Crechoslovakia and Poland, where
slightly lower rates are planned, though there, too, the targets are higher than
the planned growth targets of 1972. In the USER, industrial output is plamned to

g/ in this sense, L. Brezhnev, Secretary-General of the Communist Party of
the Soviet Union, in his report on the fiftieth anniversary of the Soviet Union,
considered the amount actually harvested in 1972 evidence of considerable
achievement, a result of the assistance given the development of agriculture by
the other branches of the national economy (Pravda (Moscow)}, 22 December 1972} .
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increase by 5.8 per cent, which is gomewhat lower than both last vear's growth and
the five-year plan target for 1973. This reduction reflects delays in the
commissioning of new production capacities in the ferrous metallurgy, chemical, oil-
processing, gas and light industries, as well as shortages of various agricultural
raw materials. In most of the countries, accelerated development is envisaged for
such industries as chemicals, engineering, electric power and oil.

After the good agricultural year of 1972, the German Democratic Republic,
Hungary and Poland are planning rather modest growth rates for agriculture, while
other countries of the region envisage accelerated growth rates of agricultural
production. In the USSR, gross agricultural output should be inecreased by
12.6 per cent as compared with 1972. The grain crop is to be 197.4 million tons,
17.5 per cent more than in 1972. The Soviet 1973 plan envisages a large increase
in the flow of resources into agriculture.

At the beginning of the third year of the current medium-term planning
period, all the Fastern European countries except Bulgaria appear well on the
way towards satisfying the output targets of their five-year plans and some
countries, notably Poland and Romania, have felt able to raise these targets in the
weke of exceptionally strong output performance. In the USSR, which has fallen
somewhat behind, the implementation of the 1973 plan targets will become decisive
for the fulfilment of the ninth five-year plan of that country.

Use of resocurces

During the period under review, most countries in the region improved the
balance between the production and the final use of available resources. Notable
exceptions were the Soviet Union and Poland. Tn the former, owing to the poor
performance of agriculture, the reduced growth rate of national income produced
could not meet the growing requirements for consumption and fixed investment. The
resulting imbalance was covered by a deficit in foreign trade and the running dowm
of stocks (mostly of agricultural products). In Poland, by contrast, a similar
discrepancy between production and utilization was intentional and was covered, as
planned, by a considerable foreign trade deficit.

As regards the shares of consumption and accumulation in national income, in
the majority of countries a shift in favour of the latter seems to have taken
place. While data on the structure of final use are not yet available, the rate
of growth of the main component of accumulation, gross fixed investment, was
relatively high in most countries, and exceptionally high in Poland. The investment
targets for 1972 were over-fulfilled everywhere with the exception of Hungary ard
Romania. However, in the German Democcratic Republic, this indicator was quite
low, as planned. In Hungary, a slight reduction of investment expenditures
contributed to the elimination of the imbalance that had developed in that
country in 1970-1971.

Simultaneously with the high growth rates in investment, the problem of
discrepancy between fixed investment outlays, on the one hand, and the completion
and commissioning of new productive capacities, on the other, seems to have
persisted, causing the freezing of a considerable volume of resources in
unfinished projects. This was the case especially in Hungary, Czechoslovakia and
the Soviet Union.
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During the first two years of the current medium-term plan period (1971-1975),
the growth rate of investment expenditures was above the average annual targets
of the five-year plans in Czechoslovakia, Poland, Romania and the Soviet Union,
slightly below the planned average in Bulgaria and Hungary, 3/ and substantially
below in the German Democratic Republic.

The investment plans for 1973 show that all those countries which "overshot”
their investment outlay targets during the previous two years - Czechoslovakia,
Poland, Romania and the Soviet Union - intend to slow down the rate of growth of
fixed investments. In Poland, in spite of the lowering of this rate, the growth
will still be higher than the average under the 1971-1975 plan. The most striking
decrease in the growth rate of investment should take place in the Soviet Union,
where the planned rate (2.3 per cent) is only about one third of the annuel average
implicit in the 19T71-1975 plan. At the same time, however, investment in Soviet
agriculture is to be stepped up very considerably (by 11.7 per cent for state
investment). In Bulgaria, where the growth rate of fixed investment in 1971-1972
iagged considerably behind the planned average of the current medium~term plan, the
1973 outlays for investment are to remain at about the 1972 level. 'This reflects
the shift in favour of consumption, in line with the decisions of the 1972
December Plenum of the Central Committee of the Communist Party of Bulgaria which
stressed the task of raising living standards. In Hungary, 1973 will see only a
slight step-up in investment though the absolute level of investment should be
somewhat higher than envisaged in the current five-year plan. The German Democratic
Republic, which during 1971-1972 had fallen very much into arrears in comparison
with the five-vear plan target, foresees a large increase in fixed investment
outlays and, at the same time, & considerable shift in favour of consumer goods
branches, as shown by the fact that investment in light industry and the food-
processing industry will increase by A3 and 37 per cent, respectively, as compared
with 1971.

As regards the development of consumption, in those countries for which data
are currently available (Bulgaria, Czechoslovakia, Hungary and Poland). the results
seem to be generally satisfactory, the rates of increase ranging from 3.5 to
9 per cent in 1972. The highest growth rate was achieved by Poland, in accordance
with the policy changes introduced at the turn of 1970-197L. The 9 per cent rate
was considerably higher not only than the planned cne but also than that achieved
in the previous year and higher than the averapge envisaged in the current five-
year plan. Hungary had the lowest growth rate among the four: it was somewhat
less than planned.

The improvement in living standards can be characterized by the only indicator
so far available for all countries of the repion, the change in retail trade
turnover. This shows generally high growth rates ranging from 3.1 to 12.6 per cent,
with Poland at the high and Hungary at the low end of the list., With respect to
the former, however, it should be noted that owing to the overwhelmingly private
character of Polish agriculture, the retail trade figure includes a considerable
share (much higher than in the other countries) of sales of agricultural inputs

§j Tn the case of Hungary, the comparison between planned and actual growth
rate is deceptive, because in the base year (1970) the level of investment realized
was actually considerably higher than assumed at the time of the establishment

of the targets for the 1971-1975 period.
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and building materials, in addition to sales of consumption goods. The plan for
retail trade turnover was over-fulfilled not only in Poland but in the CGerman :
Democratic Republic and Bulgaria as well. Czechoslovakia and the Soviet Union seem
to have been exactly on target, while Hungary lagsed behind the plan. '

Per capita real incomes showed somewhat lower rates of growth and remained
behind the planned target in Bulgaria, Hungary and Romanis, and also in the Soviet
Union, where this was clearly connected with the poor agricultural performance.
From these incomplete data and from other indicators such as changes in real
wages (see table 27), the conclusion might be drawn that in the majority of
countries in the region (including the USSR), the rate of improvement in living
standards slowed down somewhat. In the two countries which achieved the best
results, Poland and Czechoslovakia, some imbalance seems to have developed between
the increase in money income and the available supplies of consumer goods. The
resulting inflationary pressure, howvever, was reflected not in an increase in
prices but in a greater increase in the amount of money flowing into savings
accounts,

Locking at the first two years of the current five-year plan period, the
results in the field of raising living standards were generally in line with the
averages implicit in the plans. Poland and Czechoslovakia performed better than
planned, while the Soviet Union was lagging somewhat behind the planned target.

The targets in the 1973 plans in respect of consumption and living standards
in general seem as a rule to involve an improvement on the 1972 performance, even
in Poland, the country of the highest performance during 1971-1972. If the Polish
plan is fulfilled, the level of real wages in 1973 will be higher than that
originally planned for 1975. A noticeable acceleration in comparison with 1972
results is planned in Bulgaria, a consequence of the decisions of the 1972 Central
Committee Plenum. In Hungary, one of the means of bringing about a similar change
and simultaneocusly of eliminating certain discrepancies in income levels which had
developed in recent years is a nominal wage increase for industrial workers of
6 to 12 per cent, which took effect on 1 March 1973. In the Soviet Union, the
plan for 1973 envisages an increage in per capita real income higher than that
achieved in 1972, while the increase in retail trade turnover should be less than
in the previous year. The seemingly paradoxical behaviour of these two indicators
might be explained by the fact that the consequences of the bad 1972 harvest will
be strongly felt in the retail trade in 1973, affecting above all the sales of
food products, vwhile a normal agrieultural year such as is expected in 1973 will
greatly increase the income of the agricultural sector of the population and thus
the general level as well.

Foreign trade

The foreign trade of the centrally planned economies of Bastern BEurope and
the Soviet Union, expressed as trade value measured in terms of special drawing
rights (SDR) or "transferable roubles”, the accounting unit of CMEA, grew at
an exceptionally rap:d pace in 1972, substantially above the nplanned rates, the
growth experience of the recent past (excluding the abnormal trade spurt in 1970)
and of the last quinguennium, and apparently alsc above the expansion rate of
non-sccialist world trade (though roughly at the same pace as trade of the
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geveloped market economies). 4/ While information on price and quantum chenges is
lacking, it can be assumed, in view of the preponderant weight of intra-CMEA trade
in the foreign transactions of the group, which is conducted at relatively fixed
prices, that the share of value growth accounted for by inflation is significantly
i1ess than in the rest of the world markets.

Table 21. Nastern Turope and USSR: grovth of
foreign trade value, 1966-1975

Percentage change from

Country or Average annual rates preceding year
country group 1966-1970, 1971-1975, 1971-1972 1971, 1972, actual 1973,
actual planned actual actual SDR current planned
dollars
Fastern Europe
Exports . 9.0 ) 9.0 { 11.6 10.0 13.5 23.2 ) 13.2
imports . . 9.7 ) ) { 9.8 9.6 10.0 19.k ) o
USER
Exports . . - 9.h ) ( k4.9 7.9 2.5 11.3 )
Tmports gy 9902 (s 6.3 18.k 28.6 ) 7.9
Fastern Burope
and USSR
Exports . 9.1 ) 8.9 ( 8.9 9.1 9.0 18.3 ) 1.1
Tmports 9.0 ) ) ( 10.b 8.3 13.1 22.8) ’

Source: Data in table 28. The 1972 srowth rate is shown both in terms of
IMF special drawing rights (8DR), which corresponds to an aggregation in terms of
91a" dollars or roubles, and - to secure comparability with other United Vations
foreign trade series - in terms of current dollars at the official exchange rates
of 1971 and 1972. The latter measure thus reflects the dollar devaluation of
December 1971.

Bj gee table 21 in the present chapter and tables 5 and 6 in chapter T.
Because of the large share of intra~-CMEA trade which is performed at unchanged
exchange rates, and to ensure a modicum of comparability with the historical data
shown in this and earlier Surveys, it was considered preferable to express grovth
rates of current trade values here in terms of an unchanpged value numéraire, as is
the reporting practice of the socialist countries. However, for comparisons with
the trade value changes of non-socialist countries expressed elsewhere in this
Survey in terms of current dollars, an adjustment {shown in table 21} to reflect
Ihe dollar devaeluation is reguired, or, conversely, the 1972 aggregate trade value
of non-socialist countries has to be expressed in terms of SDR (or "old" dollars)
which would reduce its growth rates (exports, 17.6 per cent; imports, 16.9 per cent,
as shown in tabless 5 and 6) to roughly 8.3 per cent for exports, and 7.7 per cent
for imports.
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In the Eastern Turopean countries, the export performance was especially strong
with a growth rate exceeding both past performance and that of imports. By
contrast, Soviet export growth lapged far behind +he long-run trend while imports
expanded at an unprecedented rate. The slower (though still substantial) import
expansion of the Bastern Furopean group reflects, in part , severe constraints
imposed by Hungary (after the preceding year's record trade deficit) which resulted
in & 3 per cent import contraction. Fxport drives, aided by favourable price
developments, especially in agricultural goods, 5/ were particularly successful in
Hungary (21 per cent growth) and Poland (17 per cent).

Information on the geographical distribution of foreign trade is at the moment
available only for the Soviet Union and four of the Fastern European soeialist
countries (Bulgaria, Czechoslovakia, Hungary and Poland). 6/ As in past years,
trade among centrally planned economies took the largest share of the socialist
countries' foreign trade - about two thirds in the case of the Fastern Turopean
countries and a somewhat smaller proportion in the Soviet Union. The aggregate
growth rates of this intra-trade conceal disparate but compensatory developments
in the Fastern Buropean countries {(exports, 16 per cent; imports, 8 per cent) and
the USSR ({exports, 2 per cent; imports, 13 per cent) which can probably be
attributed to sharp reductions in Soviet agricultural exports to other socialist
countries.

Ixports to trade partners outside the sroup expanded more slowly than total
exports in Eastern Europe and at about the same rate in the Soviet Union, while
imports from the outside increased much more rapidly than total imports in both
cases. The bulk of this trade expansion with outside partners came in exchanges
with the developed market economies, whereas trade with the developing countries
in 1972 grew at much slower rates and significantly below the long~run trends.

This deceleration is especially noticeable in imports from the developing countries,
which were slightly below the preceding year's level in the USSR and grew by less
than 5 per cent in the Eastern Ruropean countries for which data are available,

5/ In Poland, where the value of agricultural and food industrv exports
increased by 36 per cent, most available physical series (primarily of livestock
products) showed relatively small if any increases; a similar observation can be
made in the case of Hungary. In both countries agricultural exports constitute an
important part of trade with the developed market economies. T% should be noted,
however, that in both cases the increment in absolute value was far greater for
manufactured and semi-manufactured exports than for goods of agricultural origin.

§/ Selected Fastern European centrally planned economies and USSR:
growth of foreign trade value by region, 1972

(Percentage)
Exports Imports
Total . . . « « 4 v v v v 00 .. 8.2 13.8
Centrally planned economies . . . . 9.3 12.7
Developed market economies . . . . 7.4 22.2
Developing economies . . . . « . . 6.6 1.2

Source: Country data in table 28. Czechoslovak growth rates by regional
groups are for il months only.
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but also affected the growth of exporis, especially in Eastern Burope

(2.4 per cent growth), while Soviet exports (8.2 per cent), though significantly
below the trend, appear to have been much less affected by the general slowdown
in the USSR exports than its trade in other directions. 7/ The devaluation by
most developing countries, which will have made imports from the centrally planned
economies more expensive, and - in Eastern Turope - the good agricultural
performance which might have kept down the demand for food imports that still
constitute a large component of the imports from developing countries, may supply
a partial explanation for this lagging development, though it should be noted that
an analysis of growth rates in trade with individual developed market economy
partners offers little support for the hypothesis that devaluations have affected
short-term growth rates to any significant extent.

The future growth of trade between centrally planned and developing economies,
which in the past few years has lagged behind past expansion rates, 8/ should
be spurred by the April 1973 decision of the CMEA's International Investment
RBank to create a special fund for the financing of economic and technical aid to
developing countries. This is eventually to contain the equivalent of
1 billion roubles ($1.2 billion) in transferable roubles and convertible
eurrencies, and is to start operations with a first contribution by the Bank's
member countries of 100 million roubles at the beginning of 19Th.

In trade with developed market economies, exports of the Eastern European
centrally planned economies grev by 16 per cent, much above the trend and at the
same pace as intra-trade exports (though probably somevhat slower in real terms,
since the intra-trade growth rate is likely to be much closer To a guantum rate
than the growth rate for trade in external markets), while Soviet exports
contracted by 2 per cent. Imports from the industrial market economies showed
nigher growth rates than total imports both in the USBR {22 per cent) and in the
four Fastern HDuropean countries (15 per cent), with a particularly rapid expansion
pace in Poland (k7.5 per cent}. The most spectacular advances occurred in Polish
imports from the Federal Republic of Germany and France {which almost doubled in
each case) and from Japan (vhich more than doubled), and in Soviet trade with the
United States of America (which almost trebled), making that country the Seviet
Jnion's sixth largest non-socialist trade partner (after the Federal Republic of
Germany, Japan, Finland, the United Kingdom and France). The bulk of the immediate

7/ The estimate of Soviet export growth to developing countries is somewhat
uncertain as it is strongly influenced by the allocation of an unexplained
residual in Soviet export data; if this residual is ignored, USSR exports to
developing economies gecreased by 3.8 per cent in 1972.

8/ ¢i. 'Centrally planned economies and the International Development
Strategy", Implementation of the International Development Strategy: Papers for
the Tirst Over-all Review and Appraisal of Progress during the Second United
Nations Development Decade, vol. Il {United Nations publication, Sales No.:
E.73.IT.A.3.
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Soviet-United States trade spurt, however, may turn out to be somewhat ephemeral,
as 1t vas caused by the short-run exigencies of the Soviet crop calamity which
induced large purchases of Upited States' grains and other erop products in

1972, 9/ Nevertheless, trade volume is scheduled to increase significantly under
the provisions of the Soviet-United States trade agreements negotiated last year.
Several important transactions have recently been reported in the industrial
sphere. A similar effect may be expected from the settlement of outstanding issues
in 1972 and early 1973 between the United States, Poland and Hungary., and the
negotiations in process or concluded between the Federal Republic of Germany and
several Eastern BEuropean centrally planned econcmies. Easier access for the
socialist countries to Western financial markets and their increasing willingness
to uwtilize foreign credit resources, ;Q/ the recent opening of several Fastern
European countries to joint-venture investment arrangements, 11/ and the probable
impending removal of a number of trade impediments and equalization of market entry
conditions (such as the admission of Hungary and the Soviel Uniorn to most favoured
nation status in the United States), should all serve to expand the scope of
trading possibilities between developed market econcmies and the centrally planned
economies in the near future.

The commodity trade balances of the group for 1972 show a mixed picture, with
gurpluses in most of the Fastern European countries more than offset by large
deficits in the Soviet Union and Poland. The group probably incurred a net deficit
vith developed market economies on commodity account of close to $2 billion, very
mach larger than in any preceding year. 12/

9/ According to United States data, about $240 million (or roughly
80 per cent) of total 1972 United States exports to the Soviet Union is accounted
for by deliveries of agricultural products, primarily wheat, corn and soy-beans (The
New York Times, 9 February 1973, and Rynki Zagraniczne (Warsaw), 24 March 1973).
Total United States exports to the Soviet Union are reported to have increased from
$161 million to $547 million, while United States imports from the Soviet Union grew
from $57 million to $95 million. Soviet data differ slightly, probably due to
differences in the timing of the shipments and deliveries.

10/ During the period under review, United States trade with Poland and the
USSR was made eligible for Export-Import Bank credits and credit guarantees,
several socialist countries and opne of their common institutions, the CMEA
International Investment Bank, took up loans or floated bonds in European credit
wmarkets, and the network of financial institutions easing trade flows was further
extended with the establishment of new Hungarian, Polish and Romanien trading banks
in Western LRuropean centres and the opening of offices, mainly in Moscow, by several
Western banks.

11/ Romania and Rungary now have operative regulations for Jjoint-venture
enterprises with a minimum of 51 per cent participation of the Fastern European
partner, and Poland was reported (during the trade negotiations with the United
States) to be contemplating a similar arrangement.

12/ The joint Soviet, Bulgarian, Hungarian and Polish passive balance with
industrial market economies amounted to $1.6 billion, and negative balances are
likely to have been incurred also by the German Democratic Republic and Romania.
On the basis of data for the first 11 months, Czechoslovakia seems to have run a
small surplus with developed market economies.
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The USSR incurred an over-all defiecit in 1972 of almost $690 miilion, the
Pirst since 1964, composed of negative balances with other centrally planned
cconomies ($77% million) and developed market economies ($1,205 million) which
were not Ffully offset by a large surplus with developing countries {$1,293 nillion).

In Fastern Burope, most over-all trade balances were active by virtue of the
strong export performance and, in some cases, deliberate efforts to restrain
imports after deficits in previcus years. Exceptions were Romania, which ran a
small deficit on visible account, and Poland with a record deficit of some
$400 million, the bulk of which was incurred in transactions with developed market
cconomies, in contrast to last year when Poland ran a surplus with non~socialist
trade partners and a very large deficit with the socialist countries. The Polish
passive balance, however, was in accordance with the planners' intentions and
reflects the new willingness to utilize foreign borrowings to supplement the
country's resources in both the investment and consumption spheres; an even larger
deficit, of an estimated $800 million, eppears to be anticipated for 1973.
Traditional over-all commedity account surpluses were attained in the German
Democratic Republic ($360 million), Czechoslovakia ($230 million - perhaps against
intentions, as the planned rate of import expansion was not realized), and also
in Bulgaria ($60 million).

Ip all countries of the group the rate of expansion of the foreign trade sector
over the first two years of the 1971-1975 five-year plan period exceeded the target
growth rates set in the mediuwm-term plan, which had appeared to indicate an
{ntended deceleration of trade growth compared with the preceding decade. Rather
than slowing down, trade growth has accelerated - at least in value terms - and
should continue to do so if the targets of the annual plan for 1973 are to be
achieved.

International co-cperation policies

The activities of the centrally planned economies seem to reflect increasing
recognition of the importance of international co-operation as a major tool for
raising the efficiency of industrial preduction through the infusion of modern
technology and for expanding commodity exchange through wider use of comparative
cost principles.

The cautious attempt to streamline and improve all available channels of
international partnership was highlighted during the twenty-sixth sesslon of the
Council of Mutual Economic Assistance in July 1972 when Cuba became the Tirst
Latin American and first developing country to join the organization. At the seme
time, the list of countries to which some CMEA member States have granted
preferential treatment was expanded, vhile draft agreements were signed with
¥inland, Chile and Irag for the development of multilateral co-operacion in the
broad fields of production, trade, science and technology.

Iven if it is not expected that these and other countries wiil actually join

CMEA in the short run, broader international co-operation on the part of socialist
countries members of the organization will probably ensue under the momentum gained
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in 1971 when the Council's Comprehensive Programme was approved.™ With its
several platforms of action, complete with specification of targets, identification
of intermediate steps and related time-tables, the Comprehensive Programme remains
the basic guideline for the centrally planned economies' activities in Lhe field.
Within its framework, the issues of plan co-ordination and of currency problems
received wide attention during 1972.

The establishment of suitable machinery for more effective co-ordination of
the next round of five-year plans (1976-1980) has been successfully
implemented. 14/ The degree of harmonization to be reached in most productive
sectors seems to have substantially increased since the second half of the 1960s,
the last time this exercise was undertaken. Though no specific targets have been
set as yet, the crucial questions, especially those concerning the specialization
agreements in production, have been identified, and more talks on these matters
may be on the agenda of the forthcoming twenty-seventh session of the Council.

At the same time, a serious investigation of policies for the improvement of
the CMEA monetary system was carried out by the Council's organ, in an effort to
implement one of the key provisions of the Comprehensive Programme which specified
the obligation of working out before the end of 1973 all the necessary conditions
and procedures to transform the CMEA collective currency, the transferable roudble,
into a commonly accepted tender of payment and means of reserve accumulation among
the member countries. In this area, however, no palpable progress appears to have
been achieved, in spite of the recognition that the multilateralization of payments
among the member States would greatly enhance the further expansion and efficiency
of trade. Failure in this field is bound also to have 3 negative impact on any
endeavour to include countries from outside the group, particularly developing
countries, in a multilateralized payments system.

The above circumstances may have been a factor of some importance in the
recent decision by Romaniaz to join the International Monetary Fund and the
International Bank for Reconstruction and Development as the first centrally planned
economy since Czechoslovakia's membership was permitted to lapse in 1953. Both
memberships, which took effect in December 1972, acquired a special significance
since they showed that the long-standing hesitations about the participation of
socialist countries in more flexible systems of trade and payments could be overcome
quite successfully without major reforms in the statutes of the existing
international bodies, and without massive changes in the domestic policies of the
centrally planned economies concerned. The several Articles of Agreement of the
Fund which socialist countries have in the past regarded as posing difficulties were
apparently bypassed. These included such important issues as the supply of data on
the country's official holdings of gold and convertible currencies, the transfer of
part of the country's reserves to pay dues to the two agencies, 15/ and, very

13/ See World Feconomic Survey, 1971l: Current Economic Developments (United
Nations publication, Sales No.: E.72.II.C.2), p. 50.

14/ Informatsia o deiatel'nosti Soveta Ekonomicheskoi Vzaimopomoshchi v 1972z
(Moscow), March 1973, p. 2.

15/ Romania's quota in the Fund was set at 190 million SDR, while its
subscription to the capital of IERD amounted to $162.1 million.
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important indeed, the elimination of all restrictions on payments and transfers for
current international transactions. On the other hand, more serious difficulties
may have arisen in regard to the Fund's right to consult with members as to the
policy they should pursue to resiore equilibrium in the balance of payments and to
withholid its credit line if agreement on appropriate policies is not achieved. To
date no information is available on the terms granted to Homania in this respect;
probably some interim provisions were negotiated, similar to those granted by

GATT to Romania 12 months ago, which specified the gradual elimination of
discriminatory and restrictive practices before the end of 19Th.

What is most important is that mutual confidence has been establisghed to the
point at which countries belonging to different institutional groupings can agree
on the terms of co-operation. This is a development which many members of the
international community are likely to monitor closely.

Institutional changes

The growing concern of the centrally planned economies with the attainment or
the preservation of domestic equilibrium during 1972 was also reflected on the
institutional side. Here, the need to match changing development priorities with
a suiteble mechanism for efficient economic planning and management seems to have
returned to the forefront.

A cautious mood of change is sensed and the growing uneasiness with many
aspects of current planning techniques and policies appears to have been transiated
intc a tendency for constant retooling. A few years after the implementation of
the reforms adopted in the second half of the 1960s, each country appears to be
investigating anew how unused capacities, hidden potentialities and resources
could most effectively be activated by means, among other alternatives, of improved
management at all levels. In a number of centrally planned economies the near
future will witness the gradual implementation of potentially far-reaching
institutional changes decided in 1972. WNot all of these measures will necessarily
survive the experimental stage and only a few bear upon the planning techniques of
tomorrow. However, more of these ad hoc measures are probably going to be tested
in the future, together with a few comprehensive schemes of reform apparently
already under consideration.

The most important measures prepared during the yeer and introduced early in
1973 were the reforms of the industrial management systems in Poland and the USSR.
A common feature of the two reforms is the significance imparted to "industrial
associations" or "combinates", middle-level management units frequently of very
large size, which are to take over some of the former planning and management
functicns of mipnistries in charge of the industrial branch as well as some of the
prerogatives of the production enterprises. DBoth Polish and Soviet associations
are constructed on branch principles, as horizontal super enterprises, and both are
subject to "commercial accountability" (khozraschet), i.e., they are commercial
rather than budgetary organizations.

The Polish reform is at this stage frankly experimental. The rights and duties
of the menagement bodies of the associations are being elaborated at this time,
they vary from case to case, and will be embodied in a separate statute for each
unit. A common element appears to be the limitation of the number of compulsory
plan indicators imposed upon these top management units, in particular the abolition
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of an absolute limit on the wage fund in favour of & more flexible scheme making
the wage fund dependent upon sales performance, and the substitution of a measure
of value added for the previous gross production indicator as the prime indicator
of plan fulfilment. Financial parameters, such as the availability of investment
funding from profits earned, and interest rates as a rationing device, are heing
pushed to the foreground as regulators of the association managers' disposition
powers, displacing decisions emanating from the ministry or planning agency.

The significance of establishing a predictable environment for their
decision-maeking - in the form of "rules of the game" which will remain stable

for a fixed number of years - is strongly stressed. The association managers
will also have a certain amount of price-setting authority, in most cases
internally in the relationship between a common marketing agency and the component
enterprises, but in at least one instance - that of the cosmetics industry -

also with respect to retail prices. In some instances the possibility of
purchasing specified amounts of foreign currency for investment appears to be
included in the management board's authority.

The Polish experiment, which began to be implemented in January 1973 in some
35 pilot units reported to represent 20 per cent of the country's gross industrial
output and 30 per cent of its exports, appears to indicate a desire to arrive at
a more flexible system of economic management, in part by reducing the power
heretofore accorded to centralized directives, in part by encouraging
self-regulating independence on the part of the new manggement units. If, at the
end of the present experimental period, the entire industrial sector adopts similar
management principles, a far-reaching impact is assured in an economy Taced with
the dilemma of maintaining a good production performance while maintaining the
rapid expansion of consumer benefits.

A similar far-reaching impact may be expected Ffrom the Soviet industrial
reorganization, adopted after extensive and apparently successful testing in
several pilot projects throughout the country involving both producer and consumer
goods and approved by the Soviet Government in April 1973 for gradual implementation
to be completed by the end of 1975. 16/

This institutional reform, which seems to be as comprehensive as the one
approved in the mid-1960s, will subordinate the production units of a given branch
to a production association or a hierarchy of such institutions. The associations
are middle-level management units established as enterprises based on khozraschet
and designed to mediate between the supervisory ministry and the production
enterprise. The directors of the latter will become members of the corresponding
production association's board of directors, whose chairman will relate directly
to the ministzy.

The associations will take over many functions previously performed by the
ministries, such as enterprise planning, quality control, some export-—import
decisions and, wost important, the task of accelerating the infusion of advanced
technologies into productive processes. This objective will be made possible by
combining ~ for the first time - within the same production association, industrial
research and development units together with producing enterprises. Accordingly,

16/ Pravda (Moscow), 3 April 1973.
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the role of the industrial ministries will shift towards such wider problems as
long~-term planning, investment policy for priority projects, and capital-intensive
technological innovation.

On the other hand, individual production units will become operating
divisions of the production associations, which will assume much of the
decision-making power granted to factory managers in the 1965 reform. The Soviet
associations will, however, have financial powers far greater than those granted
in the mid-1960s to individuzl enterprises. In addition to the funds for local
investments, incentive payments and housing construction that used to be under
enterprise control, the associations will be able to set up funds for the
development and introduction of new technologies which may be required for
expanding exports.

On & wore limited scale, changes in planning techniques have also been
adopted in Bulgaria and Romania. In Bulgaria, annual plan targets were replaced,
for the first time, by a set of indicators directly obtained from the current
five-year plan (1971-1975). 17/ In Romania, the 1973 annual plan was expressed
in terms of two sets of figures: minimal and maximal. The former represent the
highly aggregated objectives set by the planning commission and maintain a
mandatory character, while the latter figures, established at the enterprise level,
include pledges by party organizations, trade unions, enterprise managers and
collectives of agricultural co-operatives to contribute to the acceleration of the
already high growth of the economy. Asscciated with these measures is a new and
controversial system of incentives gradually introduced in the Romanian economy
in 1972 and early in 1973, according to which workers' pay is to be tied closely
to the productive performance of the production unit in relation to plan
targets. 18/

Another inestitutional change of some importance which occurred in the centrally
planned economies during the year under review is the nationalization, in the
German Democratic Republic, of all the industrial enterprises which had remained
privately owned after the nationalization of the 1940s and 1950s. 19/ The measure
affected more than 11,000 enterprises which contributed il per cent of the total
gross value of industrial production of the country. As a result, the
naticnalization of the CGerman Democratic Republic's industrial sector was
virtually complete (99.4 per cent of total output for 1972).

China and other Asia

As far as can be judged on the basis of very scanty information available,
the pace of ecopomic development in the centrally planned economies of Asia slowed
down considerably in 1972 compared with the results achieved in the previous year.

17/ Rabotnichesko Delo (Sofia), 19 December 1972.
18/ Romania (Bucharest), 15 August 1972.
19/ Die Wirtschaft (Berlin}, & September 1972.
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As far as China is concerned, only limited official statistical information
is available. It is reported that grain production in 1972 decreased by
2.5 per cent: it was 240 million tons as against 246 million tons in the previous
year., The decrease was brought about by a very severe drought and flooding in
many regions of the country. Despite this, most industrial erops (such as hemp,
silk, sugar and tobacco) achieved increases of 10 to 40 per cent. The output of
cotton was slightly below the 1971 figure. These data make it seem probable that
agricultural production was somewhat below the 1971 level.

No data regarding the total production of industry or the net material
product of the country have been published. However, some judgement regarding
the results in industry may be formed on the basis of the following statistics.
Steel production increased by 9.5 per cent, reaching a level of 23 million tons,
while production of rolled steel was up by 10 per cent and that of pig ircn by
12 per cent. The output of nitrogenous fertilizers increased by 23.4 per cent and
that of phosphate fertilizers by 10.9 per cent. The output of crude oil went up
by 16 per cent and reached a level of almost 30 million tons, while the production
of processed crude oil products increased by 5 per cent. The textile and clothing
industry over-fulfilled its plan targets.

Although data for the whole year are not yet available, it seems that the
growth of foreign trade accelerated considerably, following the slowdown of the
year 197l. The increase may be very roughly estimated at 6 to 8 per cent.
Especially high rates of expansion in Chinese exports to developed market
economies {estimated by British sources to be about 50 per cent over 1971) should
have elimirated the trade deficit with these countries and perhaps even brought a
small surplus. China's trade with its foremost trade partner, Japan, went up
from $0.9 billion to almost $1.1 billion. Trade with the Soviet Union almost
doubled compared with the previous year. There was a considerable increase in
China's trade with other centrally planned economies, too. China-United States
trade, starting from slmost nil, showed a manifold increase,

A slowdown can be noted in the economic development of Mongolia - where
national income in 1972 increased by 3.5 per cent - owing meinly to unsatisfactory
results in agriculture. Industrial production increased by 11.L per cent, & rate
considerably higher than the 8.1 per cent achieved in 1971. The improvement in
livipg standards was rather slow: the per_capita real income of the population
rose only by 2.8 per ecent, and retail trade turnover by only 2.1 per cent (as
against 7.4 per cent in 1971). 1In foreign trade, exports inereased by 12 per cent
and imports by almost 6 per cent.

The 1973 plen envisages a substantial aceceleration of growth. National income
and industrial output should both increase by 11 per cent, and agricultural output
by 1h per cent. The planned target for foreign trade turnover is 6.8 per cent and
for retail trade, 6.7 per cent, accompanied by an increase in per capita real
income of the population of b per cent.
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Table 22.

fastern Durope and USSR:

actual and planned, 1966-1975

(Percentage)

growth of national income,é

Average annual rate

Change from preceding year

‘ountry and group 1966-1970 1971-1972 1971-1975 1971 1972 1973
actual actual planned actual planned actual planned
Albania . 9.0 9.2-10 . . .. .
Bulgaria 8.7 T. T7.7-8.5 7.0 T.7-8. Eb/ 7.0 7.7-8.5~ b/
Ozechoslovakia 5.9 5.1 5.2 5.0 5.7 5.0
ferman Democratic
Republic 5.3 5.0 k.9 L.5 L.6 5.4 5.7
Hungary . £.8 6.0 5.5-6.0 7.0 56 .0 45
Poland 6.0 8.6 7.0 8.2 6.1 9.0 7.9
Romania . 7.7 11.h 11-12 i2.9 12,0 10.0 16.1
Tastern EurcpeE/. 6.5 7.3 6.7-7.0 7.3 6.6 7.3 7.9
USSR 7.1 h.8 6.8 5.6 6.2 L.o 6.0
Eastern Furope and
USSR ¢/ . 7.0 5.k 6.7-6.8 6.0 6.3 L. 6.6
source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on national plans and plan fulfiiment reports.

a/ Wational income produced,
national income domestically utilized for consumption and accumulation.

b/  Annual average for 1971~1975 pian.

¢/ Not including Albania.

except for the USSR where the reference is to
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Table 23. Eastern Europe and USSR: growth of industrial output,é/

actual and planned, 1966-1975
(Percentage )

Average annusl rate Change from preceding year
Country and group 1966~1970 1971-1972 1971-1975 1971 1972 1973
actual gctual planned actual planned actual planned
Albania . . . . . 12.9 10.5 10-10.5 ‘s 12.5% . 10.4
Bulgaria . . . . 11.3 9.0 9.2-9.9 9.6 7.7 8.3 9.9
Czechoslovakia . 6.8 6.6 6.0-6.3 6.9 5.1 6.4 5.8
German Democratic
Republie . . . 6.6 5.9 6.0 5.6 5.5 6.3 6.5
Hungary . 6.1 5.3 5.7-6.0 5.0 5-6 5.6 5.5-6
Poland . . . . . 8.4 9.5 8.4 .3 7.0 10.8 9.7
Romania . . . . . 11.8 11.6 11-12 11.5 11-12 11.7 b7
Eastern Europeéf. . 7.9 7.9 7.5-7.8 7.6 6.8 8.2 8.6
USSR . . . . .. 8.5 7.1 8.0 7.7 6.9 6.5 5.8
Fastern BEurope and
USSR b/ . . . . . 8.3 7.3 7.9-8.0 1.7 6.9 7.0 6.6

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

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

b/ Not including Albania.
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Table 24. Eastern Europe and USSR: growth of gross value of
agricultural output, 1961-1975

(Percentage}

Average annual
Average annual change from preceding

‘ountry and group rate, / five-year period Change from preceding year
1961—19?0,§- 19661970  1971-1975 1971 1972 1973
actual actual planned actual planned actual planned
Aibania . . . . . 6.09/ 5.8 8.4-9.2 ces 6.6
Bulgaria . . . . b.1 L,7 2,3-3.7 3.1 6.0 4.8 7.4
Czechoslovakia . 2.6 3.5 2.7 3.2 k.6 3.6 .3
German
Democratic
Republic . . . 1.19/ 1.5C/ 2.4 -1.1 8.5 h.99/
Hungary - 2.6 3.0 2.8-3.0 9.6 2-3 5.0 1-2
Poland 2.5 2.9 3.6~3.9 3.7 L.6 8.1 2.1
Romania . 3.3 h.2 6.3-8.3  18.h 21.0 9.0 20.0
lastern Europegj. . 2.5 3.1 3.5-4.0 5.h 7.1£/ Tl 5.9
USSR . . . . . . 3.b 3.9 3.7-k.0 1.1 eo. 6 12.6
fastern Burope and
USSR e/ . . . . . 3.0 3.6 3.6-4.0 2.4 ... ~0.8 10.3

Source: Centre for Development Planning, Projections and Policies of the
Jjnited Nations Secretariat, based on national plans, plan fulfilment reports,
and Statistiecal Yearbook of the Council for Mutual Economic Assistance, 1972.

a/ Regression parameters from time series (1960-1970) on simple index
numbers, except for the German Democratic Republie, where annual data were not
available for the full period.

b/ 1961-1969.

¢/  Average annual compound rate.

d/ Production and services of the agricultural sector and the food industry.
ef ot including Albania.

£/ HNot including German Democratic Republic.
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Table 25. BEastern Europe and USSR:
changes in industry, 1966-1975 a/

(Percentage)

labour productivity

Average annual rate

Change from preceding year

Country 1966-1970 1971-1972 1971-1975 1971 1972 1973
achual actual  planned actual planned actual planned
Albania . . . . . . 2.2 4.6 e e can
Bulgaria 6.5 7.6 72 1.6 5.9 7.6
Czechoslovakia 5. 6.1 5.4-5.7 6.4 L.5 5.8 4.8
German Democratic
Republic 6.2 5.0 6.2 k.9 s.0¢ 5.0 5.7%/
Hungary . 3.6 5.9 4.,5-5.0 5.3 5.0 6.5 5.5-6.0
Poland h.9 5.1 5.4/ 4.9 5.7 6.0 6.3
Romania . 7.3 6.5 7.3 6.3 8.5 7.1 9.1
USSR 5.8 5.7 6.8 6.3 6.1 5.2 5.1
Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on national statistical reports.
a/  Labour productivity is measured as output per employee.
b/  Annual average for 1971~1975 plan.
¢/ Relates only to enterprises under the authority of industrial ministries.

4/ Including construction.
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Table 26. Eastern Burope and USSR: changes in
gross fixed investment, 1966-1975

{Percentage)
Average annual rate Change from preceding vear
Country 1966-1970 1971-1972 1971-~1975 1971 1972 1973
actual actual nlanned actual plammed actual planned
Albania . 9.3%/ 11.2-11.8% e e e
Bulgaria 12.3%/ 4.8 6-T7 0.8 5.0 10.7% 0.0
Czechoslovakia 7.2 7.0 6.2-6.5 5.7 5.0 8.3 5.8
German Democratic
Republic 9.7 1.5 5.2 0.0 2.0 3.0 9.0
Hungary . 8,42/ 3.8 8.1-8.4 9.9 0.0 -2.0 3.0
Poland 8.1 1k .k 8.3 7.7 9.6 215 12.9
Romania . 10.9 10.7 8.4 10.8 13.k 10.5 10.4
USSR 7.6 7.1 6.7 7.3 5.7 7.0 2.3

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

national stabisti

cal yearbooks and statistical bulletins.

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

b/ DBstimated.

c/ State and co-operative sectors only.
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Table 27. Selected countries of Eastern Europe and USSR: growth of

real income, retail trade turnover and total consumpti

1966-1975

(Percentage )

on,

A = Per capita real income
B = Real wage income per employed person
C = Retail trade turnover at constant prices
D = Total consumption at constant prices
Average snpual rate Change from preceding vear
Country 1966-1970 1971-1972 1971-1975 1971 1972 1973
actual actusl planned a/ actual planned actual planned
Bulgaria
AL o oo 0 6.0 4.5 L.6-5.4 5.0 h.2 b.o 6.5
Cv v v o s v oy 8.6 6.8 6.8 b/ 6.9 5.5 6.7 7.k
Dw v e v v e 8.2 5.2 8.h-9 4= 5.5 - 5.0 e
Czechoslovakia e/ a/
B . 3.6 4.3 2‘5“3‘Oc/ 4.2 h.5 bk 2.3-2.7
C . 6.38/ 5.3 5.1~5 . b~ 5.5 5.5 5.2
D . 5.6~ 6.1 h.g 6.3 6.2 6.0
German Democratic
Republic b/
AL, L.1 4.0-b,5=
. 4.5 k.9 4.1 £/ 3.8 4,0 6.0 6.2
D . h.6 b2 h.o )
Hungary
A 6.0 4.8 L.6-k.g 6.0 5.0 3.5 L4.5-5.0
B . 3.k 2.5 3.0-3.4 3.0 3.0 2.0 2.0-2.5
C . 8.9 5.3 6.0-G.k 7.5 7.0 / 3.1 / 6.4
D . 6.0 b.9 5 6.2 5.0 3.58 5.0
Poland
B . 2.0 6.0 3.h 5.5 3.0% 6.5, 6.6/
C . 6.2 cas T. 4= 8.1 v lz2.6~ ..
L. 5.5 ca. 8.2 6.9 T.5 7.2 ca.9.0 9.1
Romania
A o000 ko1 9.8 T7.0-7.4 13.5 8.0 6.5 6.8
B, C e 3.7 1.8 3.5-4,2 2.2 1.4 3.8
C T.2 T.7 10.0 6.3 T.3
USSR
AL . o0 0 o 5.9 h.1 5.5 k.5 5.2 3.7 4.5
.o e e e 8.2 6.9 T.2 6.8 6.9 6.9 5.0
Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on national plans and plan fulfilment reports,

national statistical yearbooks and statistical bulletins.

(Foot-notes on following page)
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(Foot-notes to table 27}

a/ Average annurl change from preceding five-year period.
b/ Estimated.
¢/ May be nominal.
a/ Tndustrial construction only.
e/ 1967-1970.
£/ Fund of consumer goods for sale.
g/ Consumption by the population.
/

Nominal.
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(Source and foot-notes to table 28)

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

See foot-note a/.

a/ Average annual rates were obtained as semilogarithmic regression trends.
Cases of poor fit {R2 « 0.5) are indicated by asterisks. Growth rates are
calculated from current values of exports and imperts, both f.o.b., except for
Hungarian imports which are reported on a ¢.i.f. basis., In some cases, information
was available only on total trade turnover (i.e., the sum of exports and imports);
these data are shown centred between the respective export and import columns.

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

c/ Implicit planned growth rates estimated from the residuals in the value
projections (i.e., total trade projected at the planned rate iess components
projected at planned rates). Obviously these estimates, which are bound to reflect
any errorsg or differences in the interpretation of the underlying value data,
should be treated with great caution.

da/ CMEA countries only.

e/ TIncluding Yugoslavia and Cuba.
f/ Growth rate of total trade estimated as weighted average of components.

g/ "Capitalist economies”, i.e., economic classes I and II, excluding
Yugoslavia and Cuba.

h/  January through November 1972.
i/  EBstimated residually.

A Ten developed market economies, including Yugoslavia, representing
83 per cent of Hungarian exports and 78 per cent of Hungarian imports in 1971.

k/ Twelve developing economies, including Cuba, representing 60 per cent
of Hungarian exports and Th per cent of Hungarian 1mports in 1971.

1/ Twenty-tvo developed market economies, ineluding Yupgoslavia, representing
96 per cent of Polish exports and 99 per ceént of Polish imports in 1971.

m/ Twenty-three developing economies, including Cuba, representing
80 per cent of Polish exports and 88 per cent of Polish imports in 1971.
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Chapter IV

RECENT TRENDS IN THE DEVELOPING COUNTRIES

In a year of marked contrasts, it is probable that the developing countries
maintained their over-all average rate of growth in 1972, notwithstanding a
disappointing agricultural outturn, & record increase in import prices and a
great deal of uncertainty stemming from the international monetary situation. As
indicated in the previous chapters, this uncertainty did not prevent an upsurge
in demand in the more advanced countries, raising imports not only of manufactured
goods but also of primary products. This was reflected in the prices of most
commodities, and in most developing countries the export sector became the main
stimulus of growth.

Measured in United Btates dollars, export prices rose more than import prices
in most developing countries and there was consequently a generally favourable
movenment in the terms of trade, though in most cases it was a small cne. The
rise in import prices had a direct impact on domestie costs and prices and
contributed to local inflationary pressures. These were generally stronger in
1972 than in 1971, especialily in countries in which food crops were smaller and
also in some where eariier balance cof payments strains had dictated a cut in
imports. TFor the developing countries as a group, imports expanded less than
exports in dolliar terms and there was a sharp reduction in the over-all trade
deficit. There was also an increase in net receipts from tourism, migrant labour
and other invisibles and in the inflow of capital. Combined with the allocation
of SDR at the beginning of 1972, these changes resulted in a considerable and
widely shared expansion in international ligquidity,

Production and use of resources

Though preliminary returns indicate that the gross output of agriculture
was less in 1972 than in 1971, vigorous expansion in most other sectors -
stimlated by a rising external demand - sustained the over-all rate of growth
in the developing countries. Except in the food branch, there was a substantial
increase in manufacturing production, especially in the heavy industries. The
composition of these increments in production pius a material rise in imports
(always heavily weighted by capital goods) and in government revenue {derived
in large measure directly or indirectly from foreign trade) would suggest that
fixed investment rose to a much greater extent than private consumption in 1972.

The regicnal pattern of growth was similar to that registered in the previous
interval: preliminary data indicate that the expansion in production agein
exceeded 10 per cent in West Asia and & per cent in the developing countries of
the western hemisphere, while in southern and south-eastern Asia there was another
yvear of below-trend growth. In Africa, thanks largely to the strengthening of
the demand for export products, production recovered to near the longer term
trend after the sharp decline of 1971l. In the aggregate there was an estimated
5.k per cent expansion in production between 1971 and 1972 (see table 20).

=TT



Avout a third of the developing countyies for which estimates can be made,
achieve an increase in production in excess of the & per cent designated as an
over-all target for the 1970s in the Internationsl Development Strategy. At the
other =nd of the scale, half the countries failed to reach the 5 per cent growih
rate that had been set as an average target for the 1960s. In about a fifth of
the total, production lagged behind population growth and there was thus a decline
in per capita income. This low-growth group included India and accounted for
sbout 40 per cent of the population of developing countries; the high-growth
group, in which output increased by more than 6 per cent in 1972, also included
some large countries -~ Brazil, Mexico and Nigeria, for example, as well as
Colombia, Iran and the Republic of Korea - but it accounted for less than a fourth
of the total developing country populebion.

Growth in the major petroleum-exporting countries (zbout 7.3 per cent) again
exceeded that in the rest of the developing countries {about 5.1 per cent). But
the petroleum group - which accounts for about a seventh of the over-all production
of the developing countries - presented a far from uniform picture. It included
a number of countries at the upper end of the 1972 growth spectrum (Algeria,

Iran, Qatar and Saudi Arabia), some in the middle range (Kuwait, Nigeria and
Véne?uela) and some at the lower end (Bahrain, Iraq, the Libyan Aral Republic and
Oman ) .

A 28 per cent increase in petroleum production in Saudi Arabia brought
that country into top position among the developing countries with a 1972 output
abowt half of that of the United States and iwo thirds that of the Soviet Union
(the world's major producers). Iran continued its high rate of expansion, though
with an 11 per cent increase, it dropped back to second position among the
developing countries; a high rate of activity outside the petrcleum sector
(including a recovery in agriculture from the poor 1971 cutturn) helped to give
the country an over-all rate of growth well above the longer-term average. There
was also a2 recovery in agricultural production in Algeria which, along with the
resumption of expansicn in the petroleum sector (following the setilement of a
dispute with France that had resulted in a reduction in output in 1971) gave
the countyy a growth rate about four times the average for the 1960s.

Among the other members of the petroleum group, depletion of resources
accounted for siackening in growth in Bahrain and Oman and specific conservation
measures for a lower increase (3 per cent) in Kuwait and a cutback in the Libyan
Arab Republic (20 per cent) and Venezuela (9 per cent). The latter also reflects
the producing companies' response to the widening of the discounts at which the
high-sulphur Venezuelan crude oil was being sold. Though investment outside
the petroleum sector expanded in Venezuela, a poor agricultural outturn held back
the over-all rate of growth to appreciably below the longer~term average. Pocr
crops, especially of export commodities, also helped to moderate the rate of
growvth in Higeria, where petroleum production, recovering rapidly aifter the civil
war, increased by L0 per cent in 1971 and almost 20 per cent in 1972, raising
the country to fourth place in the developing group. In Irag, the position was
the reverse: a sharp recovery in agriculture helped to moderate the effects of
a 37 per cent decline in petroleum production brought about by a dispute with
the main concessionary company over the country's nationalization measures.

The impact of changes in physical output of petroleum is not on employment
and wages in the industry itself or the activities associated directly with it
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but rather on government vevenue and its uses. In 1972 the increase in prices,
royalties and taxes was particularly high. In the case of menbers of the
Organizaticn of Petrolews Exporting Countries (OPEC) ~ which include Indonesia,
[ rie and Venesuels and the elght major producers in North Africa and West
Asia 1/ - their combined output of oil was luzss than 5 per cent above the 1971 level
bub their government receipts from concessionary companies increased by about a
fourth to an estimated 315 biliion. Thus, despite a sharp reduction in gross
domestic product in 1972, the Libyan Arab Republic was able to increase its
imports by abouit 40 per cent and its international reserves by 10 per cent to
about %3 Lillion. It is probable that the group as a wvhole registered a large
expansion in fixed capital formation.

Hew petroleum development played a major role in hoesting the rate of growih
in Teuador in 1972 ~ production reached 3.5 million tons and exports began in
August - and to a less extent, Bolivia and Gesbon, where other minerals also
contributed. Botswana also experienced a year of rapid expansion based on mineral
development - diamends and coal as well as copper and nickel - plus an important
contribution from the traditional livestock industry. Mauritania resumed its
longer-term growth rate after some slackening in 1971 wvhen demand for its major
exports, iron ore and copper, declined somevhat; and here, too, meat and fish
production was also higher in 1972.

Tn most of the other developing countries that recorded particulariy large
inereases in production in 1972 (see table 30) agriculture played a major role.
There wes a record sugar output in the 1972/73 season in the Dominican Republic
(1.3 million tons), Mauritius (0.7 million tons) and Swaziland {0.2 million tons).
In Tunisia, after four extremely poor agricultural years, crops improved
dramatically in 1970 and 1971 and there was another good, though somewhat smaller,
harvest in 1972: olive oll and ecitrus sales were at record levels and, at
0.8 million tons, the wheat crop was more than double the average for the second
half of the 1960s. These four countries alsc gained from the continued rapid
expension in tourism. In the Dominican Republic the new ferro-nickel industry
also contributed.

Tn the Syrian Arab Republic, the 1972 wheat crop vas of record size {over
a million tons) and the cotton crop was aiso high. In Senegal there was a sharp
recovery in sround-nut production, the 1971/72 ecrop heing the largest since 1968.
A pood agricultural performance also contributed to a high over-all growth rate
in Malawi (cotton, tobacco and tea) and Southern Fhodesia {(maize and cotton in
1971/72). ‘There was a high rate of agricultural pgrowth in Israel too (around
10 per cent in 1971 and 1972) but the main stimlus came from industry, with
diamond cutbing and export reaching a new record. The continued expansion in
industrial production was also the main contributer to economic growth i Bragzil,
Hong Kong and Singapore; a notable rise in manufactured exports was one of the
most significant developments in 1972.

Among the other developing countries that achieved a growth rate ofl
4 per cent or more in 1972, mining expansion played the major role in Sierra Leone,
where there was alse a marked improvement in agricultural performance, and in

1/ Abhu Thabi, Algeria, Iran, Irag, Kuwait, the Libyan Arab Republic, Qatar
and Saudl Arabisa,



RBolivia and Togo where agricultural refurns were generally poor. A strong export
performance contributed to rapid growth in Colombia, Guatemela, dexico, Panama and
the Republic of Korea. In Colombia, where the cereals, sugar, coffee and cotton
crops were all good, non-traditional exports increased by over a third and
investment was supported by a large inflow of capital; cement production was up

T per cent, steel, 11 per cent and electricity, 10 per cent. In Mexico there was

a significant rise in the exports of manufactures, and official policy was strongly
expansionary after the slowdown of 1971; here, too, there was a substantial rise
{around one eighth) in cement, steel and electricity output. The Republic of Korea
also achieved a large increase in the exports of manufactured goods; in this case,
however, the support came from a better agricultural turnout than in 1971 rather
than from official policy which had moved towards disinflationary action. In
Guatemala the exports were from the excellent 1971/72 erops and they were effected
at favourable prices. High prices also helped in the case of Panams which, like
(uatemala, had a smaller agriculiural ocutput in 1972/73; but the main support came
from an active public sector and an upsurge in censtruction. Construction was also
a major expansionary factor in Lebanon, financed in part by a large inflow of capital
and backed up by a major upswing in agricultural production in 1971 and a further
small advance in 1972.

At the other end of the scale were not only the countries that curtailed
petroleun production but alsc a number in which disturbed political conditions had
g negative effect on the economy - Burundi, Rwanda and Uganda, for example, and the
countries of Indochina. In the Khmer Republic, the 1972/73 rice crop fell short of
2 million tons - 30 per cent below the average for the second half of the 1960s -
accentuating the shortage of export supplies in the region. In Uganda both the
coffee and the cotton crops were below recent levels of cutput. In Dahomey crops
were better sustained but the low prices realized for palm products exerted a
negative effect on the economy. In southern Asia the weather was again unfavourable
and Afghanistan, India and Nepal all registered their second successive reduction in
agricultural output. 2/ In India, per capita food production, which had been rising
steadily in the second half of the 1960s, dropped back below the average for the
first half of the 1960s, and the poor agricultural performance exercised a depressing
effect on the rest of the economy. A decline in the cutput of tea and rubber - by
between 1 and 2 per cent in each case - and lower prices for these major exports and
also for ccconut oil made it very difficult for Sri Lanka to pull out of its
depression: the gross product probably rose little more than the 1.5 per cent
registered in 1971. Unfevourable weather was responsible for some of the generally
poor agricultural results in the Caribbean area. In Honduras, banana production was”
down by almost a fourth and maize production by almost an eighth. In Barbados
and Jamaica the 1971/72 sugar crop was the smallest for many years; in Guvana,
agricultural production declined further Lo about a fifth below the per capita
average for the first half of the 1960s. 1In Chile, a sharp reduction in agricultural
production added to the preblems caused by various labour strikes and by lower
copper prices and management changes in the mining industry, and there was a marked
deceleration in growth. In Uruguay, vhere agriculture had recovered somewhat in
1970 there was a steep decline in 1971 and a further deterioration in 1972,
affecting most of the crops and spilling over into the economy in general.

2/ Emergency relief has been organized by the Iood and Agriculture
Organization of the United Nations (FAO) and the World Food Programme (WFP) for
drought-stricken sectiong of Afghanistan and Nepal, and Indiaz has resumed its
importation of food graians.
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Fluctuations in agricultural performance also played a prominent part in
shaping the production record of the 60 per cent of the developing countries whose
1971.1972 growth lay in the middle range of 3-6 per cent. There was a slowing
dovn in Thailand, for example, where the 1972/73 rice crop dropped to 12 million
tons .- well below the average for the second half of the 1960s. The rice crop
wags also smaller in Indonesia, as were receipts from rubber; however, expansion
in industry - especially petroleum - prevented the over-all rate of growth in
production from receding greatly. To a less extent, poorer crops also induced
gome slowing down in Wicaragua, though this was largely offset by larger livestock
production and favourable export prices.

Among the countries in this middle group were some in which a favourable
agriculbural outturn stimulated a higher rate of over-all growth than in 1971.
In Costa Rica, for example, there were appreciable increases in sugar, beans
and bananas, and in Paraguay in tobacco, cotton, meat and hides, Recovery in
Guinea and a notable improvement in growth in Egypt, the Ivory Coast and Morocco
also reflect better farm production. In Egypt, increased acreage and more
agsured wvater supply from the Aswan Dam yielded gains in most of the major crops
and there was an increase in industry too, while the inflow of tourists climbed
towards the 1966 peak. In the Ivory Coast a large 1971/72 cocoa crop was
Tollowed by a much smaller one in 1972/73: the 1972 gains were chiefly in coffee
and the wvarious fruit crops inbto which agriculture had been diversifying in the
1960s. In Morocco, the maize crop was smaller in 1972 but both wheat and barley
production registered records.

Smaller gaing in agriculture, accompanied by favourable export prices,
contributed to recovery or acceleration in over-all growth in several African
countries . Cameroon, Ethiopia and Ghana, for example, where the earnings from
coffee, cocoa, hides and timber were all higher - as well as in Bangladesh vhere,
though the rice harvest remained at about 15.5 million tons (well below the
average for the second half of the 1060s), there was a major improvement in jute.
On the other hand, the failure of agriculture to keep up with the growth in
population exerted a negative influence on the eccnomy of the Philippines and the
Sudan.

In some countries there appears to have been some acceleration in over-all
growth despite a decline in agricultural output. In some cases this reflects a
carry-over into the export sector of relatively favourable crops in the 1971/72
season - as in Fl Salvador. Price movements alsc helped in these cases as they
did in Argentina where there was alsc an increase in manufacturing activity.
Pakistan was recovering in 1972 from the setback occasioned by the disturbances
of the previous vear. In Angola and the Niger, the stimulus in 1972 came {from
mining activity, asriculture continuing to languish.

Altogether, agricultural production in the developing countries declined by
an estimated 1.6 per cent between 1971 and 1972, after having increased by a
similar proporticn in the previous interval (see table 31). 1In the case of food
production, the gain in 1971 was somevhat smaller and the loss in 1972 somevhat
greater. Only a fifth of the developing countries achieved an incresase in
agricultural production of more than 4 per cent - which is the International
Development Strategy target for the Second Development Decade - and double that
proportion registered a reduction. Broad patterns are not easy to discern as
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the crop combination and the weather sequence both differed considerably from
country to country. But some of the most favourable results were reported in

Vest Asia and around the Mediterranean littoral, while some of the poorest cane
from the Central America and Caribbean region, from the band of countries skirting
the southern edge of the Sahara g/ and from southern Asia. The disappointing
performance in southern and south-eastern Asia is, indeed, the source of the most
serious concern: it is a threat to a great concentration of population, and it
has occcurred in the area where the "green revolution" was furthest advanced and

at a time when poor crops in parts of China and the Soviet iUnion have placed a
considerable strain on world food reserves and the capacity to move large tonnages
over long distances.

The state of internal balance

With the unit value of manufactures in international trade 8 per cent higher
in 1972 than in 197L (in dollar terms} and two thirds of the developing countries
experiencing a decline in per capita food production (as against Ukt per cent in
1971), it was more difficult than ever to maintain price stability in the developing
countries. The proportion of developing countries in which the rise in the
consumer price index was less than the average annual inerease in the 1960s
declined from 30 per cent in 1971 to 19 per cent in 1972; there was a somevhat
gteeper decline in the proportion of countries in which prices continued to rise
at more or less the long-term rate: and the proportion in which prices rose
appreciably faster increased correspondingly, from Lo per cent to 65 per cent.
There was an appreciable acceleration in the rate of price increase - that is, an
inerease significantly greater hetween 1971 and 1972 than between 1970 and 1971 -
in almost two thirds of the developing countries, and an appreciable deceleration
in less than a fourth (see table 32).

Better food supplies in the 1971/72 season helped to reduce or hold down
consumer prices in a number of countries in north-eastern Africa (Ethiopia, the
Libyan Arab Republic and Somalia} and the Caribbean area (El Salvador, Guatemala
and Guyana) as well as the Ivory Coast and the Syrian Arab Republic. But, as
indicated above, agricultural conditions in the Caribbean detericrated, and in
1972 prices were rising at well above trend rates. In the Ivory Coast and Somalia,
supply conditions were also improved by a high level of imports in 1971. Imports
played an even more important role in restraining prices in Chad and in Uganda
where the 1971 inflow was 60 per cent above the more or less stable figure of
the previous five years.

Tn most of the other countries in which retail prices in 1972 were less than
5 per cent above the 1971 average, there was some acceleration in the course of
1972, particularly in Costa Rica, Haiti, Singapore and Thailand. The exceptions,

3/ An area of about 2.5 million square kilometres known as the Sahel. The
countries affected - Chad, Mali, Mawritius, the Viger, Senegal and the Upper
Volta .. are all associates of EEC, and relief measures were organized through
the Buropean Development Fund in March 1973. At the same time an effort to
salvage the critical livestock industry was mounted by a Joint task force of
PAQ/WEFP and the United Nations Development Programme.
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in which prices declined or rose less during the year, were mostly in Africa:
they were chiefly countries with good 1972/73 food crops and a high level of
imports, as in the case of Gabon, Morocco and Nigeria.

Among the more inflationary countries, very few succeeded in slowing down
the upward movement of prices in the course of 1972; they include Ecuador and
Peru, the Philippines and the Republic of Korea, where the year-to-~year increase
wag also reduced, and also Bolivia, Cameroon, Kenya, Sri Lanka and Zaire wvhere
the rise in the average price level between 1971 and 1972 was appreciably greater
than it had been between 1970 and 1971. Brazil, which had experienced an
inflation averaging b4 per cent a year in the 1960s, had reduced the rate to
19 per cent by 1970 and managed to hold it at around this figure in 1971 and
1972. In India, where the price rise had been moderated in 1970 and 1971, the
increase was resumed at about 7 per cent a year. Among the other countries in
which there was a more or less conbtinuous rise in 1971 and 1672, the rate was
well above the longer-term trend, as in Mauritius, Mozambique and the United
Republic of Tanzania, Barbados, the Dominican Republic, Paraguay and Trinidad and
Tobago, and Israel and Lebanon.

For the remaining developing countries, 1972 saw & deterioration in their
internal balance. By contemporary standards it was modest in such cases as the
Congo and the MNiger, and Fiji, Hong Kong, Jordan and Pakistan. It was more
severe in Chana and the Sudan, where prices had been more or less stabilized
between 1969 and 1971. fven more troublesome was the price rise in some of the
countries in which the longer-term trend had been more inflationary - Colombia,
for exasmple, where retail prices jumped by about a sixth in the course of the
yvear , and Indonesia, vhere food prices in the capital rose by about 45 per cent,
And most serious of all was the acceleration in the already rapid increase in
prices in Argentina, Chile and Uruguay.

In varying degree, allowing for growth in activity, these price movements
are reflected in the changes registered in the money supply. While most of the
countries in which production increased vigorously recorded a high or increased
volume of currency and demand deposits with the local banking system, the
expansion in money supply was in many cases related more closely to the rise in
prices. Thus, parallel to the general increase in inflationary pressures, there
was a spurt in the money supply in most developing countries in 1972. In all
but a sixth of the countries the increase exceeded 10 per cent, in four out of ten
it was in excess of 206 per cent, and in a sixth it was over 30 per cent. Comparing
the trend in 1972 with that in 1971, cases of acceleration in the growth in
money supply outnumbered those of deceleration by more than two to one. And
in almost half the developing countries, the rate of expansion in 1972 was more
than double that of 1971 (see table 33).

In more than 40 per cent of the developing countries, all three of the major
sources of money - government credit, private credit and foreign assets - contributed
to the expansion. On the vhole, the extension of credit to the private sector
was the most expansionary force: it made the largest contribution in 40 per cent
of the countries and the second largest in another 40 per cent. The growth
in foreign assets was also a leading source of money - the most important in a
third of the countries and second in importance in almost as many. In only a
tenth of the developing countries was there a contraction in private credit in



1972 - in Burundi, Gambia and Rwanda, in Irag, Saudi Arabia and the Syrian Arab
Republic and in Honduras. Changes in foreign assets exerted a pegative influence
in about a fourth of the developing countries, chiefly in Africa, though it was
also a contractionary force in Argentina, Chile, Jamaica and Sri Lapnka., Official
borrowing from the banking system was also contractionary in about a fourth of
the developing countries, notably in Brazil, Egypt, Wigeria and Tunisia - where
the inflation was in fact continued ~ but also in Mexico, Senegal, Singapore and
Upper Volta as well as in several other countries where its contribution was much
smailer.

The state of external balance

Preliminary estimates indicaite that the export earnings of the developing
countries exceeded $69 billion in 1972, about a sixth more than in 1971. Measured
in current dollars, the expansion wasg sbout an eighth in Africa, a sixth in the
developing countries of the western hemisphere and almost a fifth in Asia. Tmports
registered a smaller increase - sbout a fifth in West Asia, an eighth in the
western hnemisphere and southern and south-eastern Asia and a tenth in Africa. As 1
a result, the trade balance was somevhat less passive than in 1971 in the case of
the developing countries of the western hemisphere and southern and south-eastern i

i
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Asia and somewhat more acbive in the other two regions. The over-all deficit -
measuring exports f.o.b. and imports c.i.f. - appears to have been substantially
reduced from the high figure of $3.1 biilion recorded in 1971 to about $1.3 biilion,
one of the smallest on record.

About a sixth of the developing countries earned less, in current United
States dollars, from their exports in 1972 than in 1971 {see table 3k). (The
corresponding proportion in the preceding interval was more than twice as great.)
The countries where earnings were lower in 1972 included those that had cut back
petroleum production {Irag and the Libyan Arab Republic), some that had had poorer
harvests {(Burma and Uruguay, for example), some that felt the impact of lower lauric
0il prices (the Philippines, for example, and Sri Lanka, where the tea and rubber
markets were also depressed) and the war-torn countries of Indochina.

At the other end of the scale increases of more than a third were achieved
in the earnings of some of the sugar exporters (the Dominican Republic and
Mauritius, for example). Sugar exports doubled - to a record 2.5 billion tons -
in the case of Brazil, though the upsurge in earnings also reflects gains in coffee
and several other primary commodities and also in sales of various manufactured
goods. The range of exports eslsc contributed to the steep rise in the foreign
exchange earnings of Paraguay and the Republic of Korea. Records were established
in rice exports from Thailand (2.1 million tons and at high prices), in olive oil
from Tunisia {supplemented by citrus and other farm products from the good harvest,
and by petroleum) and in phosphate exports from Jordan. The recovery in ground-nut
production permitted a sharp swing in exports from Senegal - from a decline of
18 per cent in 1971l to a rise of over 30 per cent in 1972. Some of the petroleum
producers alsc raised their export earnings by a third or more - Algeria and Saudi
Arabia, for example, and even Indonesia where lumber, tobacco and coffee also
contributed, though the petroleum share was approaching half the $2 billion total.
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Other petroleum producers were in the group registering more modest gains:
the export earnings of Iran, Kuwait and Nigeria were between 10 and 20 per cent
above the 1971 level, and those of Venezuela rose hardly at all. Ixport increases
among coffee producers ranged from arcund 15 per cent (in Guatemala) to around a
fourth (Colombia, Costa Rica and El Salvador). Cocoa producers, which enjoyed a
similar price rise, registered much the same sort of expansion in exports - the
Ivory Coast, 10 per cent and Ghana, 22 per cent for example. Among cotton producers
the range was wider: there was no more than a marginal expansion in the earnings
of Fgypt, Pakistan and the Sudan but a gain of around a fourth in Mexico and
Nicaragua and almost a half in the Syrisn Arab Republic. The low prices of rubber
and palm oil militated against a significant increase in the export earnings of
Malaysia; and low copper prices and transport difficulties held down earnings in
Zambia.

Price changes worked in the opposite direction in Argentina where, despite
a poor agricultural outturn in 1972 - including a 15 per cent reduction in grains
and a further decline in edible oil-seeds - the favourable market for meat and wool
as well as wheat and maize raised export earnings above the 1971 level., Hong Kong
and Singapore, exporting manufactured goods, increased their sales by a fifth and
a fourth, respectively. There was an unusual increase - of almost a fifth - in
exports from India; much of this was also in manufactures - particularly textiles
and leather goods -~ bubt some of it represents aid shipments to Bangladesh.

The proportion of developing countries reducing their import expenditure in
1972 - sbout a fifth - was double the proportion experiencing a reduction in export
receipts. And the proportion greatly increasing their imports - by more than a
sixth, for example - was not much more than half the proportion enjoying a similar
rise in their exports. Nevertheless, 45 per cent of the developing countries
enlarged their imports by more than 10 per cent between 1971 and 1972.

Some of the largest increases in imports were recordsd by countries whose
export sector was also very active in 1972 - Brazil, Jordan, Mauritius, Senegal,
the Syrian Arab Republic and Tunisia, for example, all increased their exports by
over 30 per c¢ent and their imports by over 25 per cent. And guite a number of
countries raised both exports and imports by 15 per cent or more - Indonesia,
Mexico and Thailand, for example, as well as Hong Kong and Singapore. Some of the
petroleun exporters also registered major increases in imports - Iraq, Trinidad
and Tobago and Venezuela all registered an expansion of around a fifth, for
example, Algeria, Iran and Saudi Arabia, 30-40 per cent and Kuwait and the Libyan
Arab Republie, around a half.

In most cases, the 1972 rise was a continuation of the previous year's trend.
In some cases, however - Algeria, Mexico and Thailand, for example, and also Guyana,
Sierra Leone and Sri Lanka - the expansion in imports in 1972 followed a reduction
in 1971. 3But the opposite sequence was more common: in more than a fourth of the
developing countries imports expenditure was cut back in 1972 after an upswing
in 1971, which had been a very steep one in the case of Argentina, Bolivia, Colombia,
Ecuador and Nicaragua, as well as Angola, Egypt, Ghanza, Mozambigue, the Sudan and
Uganda, and the Khmer Republic, Restraining policies were in effect in 1972 in most
of these countries and also in the Philippines where the rise in imports in 1971
had been more moderate and in Honduras, Pakistan and Uruguay vwhere imports had been
curtailed in 1971 as well.

35~



With import expenditurs rising less rapidly than export earnings, the
over-all trade deficit of the developing countries, which had almost doubled
between 1970 and 1671, was sharply reduced. The change was similar in all the
major regions: the deficit was reduced in the western hemisphere (by $0.41 billion,
measuring exports f.0.b. and imports c.i.f.) and in southern and south-eastern
Asia (by $0.22 billion) and the surplus was increased in Africa (by $0.44 billion)
and in West fsia (by $0.75 billion). The 78 developing countries that report their
international reserves actually moved from a combined deficit of about 30.6 billion
in 1971 to a combined surplus of double that amount in 1972. This surplus was
offset, however, by the deficit that accrued in the rest of the developing world -
chiefly the dependent territories - where imports exceeded exports by about
$2.5 billion, 4 per cent more than in 1971 {(see table 35).

Among the reserve-reporting countries there was a notable conirast between
the eight petroleum exporters and the rest. The former ran a trade surplus of
$8.9 bpilliion in 1972 (down $0.25 billiion from 1971):; the latter were in deficit to
the extent of ¥7.6 biliion {about $2.2 billion less than in 1971).

The trade surplus of the petroleum-exporting countries was used chiefly to
finance the transfer of profits by the foreign-owned mining and refining companies
that produced the bulk of the exports, 4/ but also to make investments in and pay
subventions to other developing countries and to purchase long-term securities and
short-term assets on the principal capital markets. Though no firm figures are yet
available, it is probable that all five of these flows were greater in 1972 than
in 1971,

The other developing countries probably reduced their over-all current account
deficit less than their merchandise deficit., Though here again little information
is available from balance of payments statements for 1972, other evidence suggests
there was a sizable increase in net receipts from tourism and from remittances af
citizens working abroad, bubt an even greater increase in net payments of interest,
dividends, royalties and managerial fees,. E/ This deficit was financed by an inflow
of donations, loans and direct investment of at least the same magnitude as in

1971, 5/

Both groups of countries thus added substantially to their international
reserves in 1972, the former by over $2 billion {much less than in 1971} the latter
by almost $4 billion (over twice as much as in 1971). The gain was common to all
the major regions, but the bulk of it was regisiered in the western hemisphere and
West Asia, each adding $2.4 billion to their reserves. This was considerably more

4/ Preliminary data from the United States of America indicate that receipts
of investment income and managerial fees and royalties from the developing countries
increased by $6L0 million (about 11 per cent) between 1971 and 1972, a decline of
$155 million from the western hemisphere having been outweighed by a rise of
$795 million from Africa and Asia.

5/ The outflow from the United States ($6.8 billion in 1972) was fractionally
less than in 1971, JCovernment lending and private direct investment were both
substantially (20-25 per cent) lower, but there were offsetting increases in bank
lending and official donations.
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than in 1971, especially in Latin America vhere no less than six countries increased
their reserves by 60 per cent or more {see tzble 36).

The biggest gain was recorded by Brazil where the inflow of capital doubled
the official reserves - to 4 billion - and added appreciably to the difficulty of
containing inflationary pressures., The Government sought to discourage foreign
borrowing by prescribing longer tenor and ralsing the effective interest rates
towards the domestic level by regquiring borrovers Lo deposit in non-interest-bearing
accounts a fourth of the cruzeiro equivalent of any external loan. Official
reserves also doubled in Leuwador during 1972, in the wake of new petroleum
development .

Ty Hest Asia, the principal gain was registered in Saudi Arsbia where reserves
reached 2,5 billion by the end of 1972 and continued their rapid growth in the early
months of 1973, On & smaller scale there was also a rapid rise (around 60 per cent
in the course of 1972) in Iran and Israel whose reserves reached $1 billion and

B1.25 billion, respectively, early in 1973.

A majority of African countries improved their exterral liquidity in 1972,
but the gains were generally small in absolute terms. Perhaps the most significant
vere in Morocco, Tunisia and the United Republic of Tanzania. There wag a notable
recovery in Ghana but at the end of the year, officlal reserves haéd not regained
the 1966 level. In the Libyan Arab Republic, vhose reserves are equal to those of
all other countries in the region, there was a rise to $3 billion in mid-1972 and
then - with imports soaring and petroleum production curtailed - a gradual decline,

In southern and south-eastern Asia, there was a marked recovery in the
international liquidity of Pakistan and the Philippines in the wake of strenuous
afforts to improve the external balance. After two years of declining reserves
Thailand also staged a recovery, its foreign exchange holdings passing the
41 biliien mark early in 1973. Despite difficulties with its exporis Malaysia
also reached 51 billion in its ofiicial reserves.

In the first two years of the Second Pevelopment Pecade the international
liquidity of the developing countries rose 63 per cent in terms of current United
Gtates dollars, 47 per cent in terms of SDR. In the petroleun-exporting countries
the expanszion was mainly in 1971, in the other developing countries mainly in 1972.

Though total developing country reserves increased by 30 per cent in the
course of 19272 (26 per cent in the eight major oil exporting countries and
33 per cent in the rest of the developing group), about a fourth of the developing
countries had to draw down thelr reserves to meet external liabilities. The
reduction was 5 per cent or less in Algeria, the Congo, India, the Ivory Coast and
¥epal, but it was around 40 per cent in the case of Cameroon, Chile, Mali and
Zambia.

In Zamviz and several other countyies - Burma, Chad, Egypt and Bigeria, for
grxample - reserves at the end of 1972 were below not only the previous vear's level
but also the level of the early 1960s. And some of the countries that had managed
Lo Increagse thelr external liguidity in 1972 were still left with a smaller reserve
than they had had 10 years earlier; this was the case in Argentina, in Ghane, Sencgal
and the Sudan and in Pskistean and Sri Lanka. In relation to import expenditures,



moreover, oificial reserves were lower in 1972 than at the beginning of the 1960s
in Argentina and Jamaica, in a third of the developing countries of Asia and half
those of Africa.

On the average, developing country reserves at the end of 1972 were sufficient
to finance about seven months' imports at current rates, compared with 4,3 months?
10 years earlier. In the oil-exporting countries, the figure had risen from six
months' to 12 months® imports; in the other developing countries from four months®
to six months'. In about a fifth of all developing countries at the beginning of
1973, however, official reserves - inecluding gold holdings and position at IMF as
well as holdings of SDR and usable foreign exchange - were not sufficient to finance
more than twe months' imports at current rates. Thus, allowing for the fact that
financing capacity depends on export prospects, on the schedule of debt service and
on access to external credit, a number of developing countries remained extremely
illiguid.

The number of developing countries that were net drawers on IMF was the
same (19) in 1972 as in 1971. In Africa the borrowers were outnumbered by the
repayers in both years. West Asia swung from net borrowing tc net repayment, the §
Syrian Arab Republic being the only net borrower in 1972. In southern and ’
south-eastern Asia, the swing was in the opposite direction, sizable net drawings i
being made by Bangliadesh and Paekistan. The western hemisphere was a net borrowing
region in both vears: Chile, Peru and Uruguay were among the major recipients in
1972 but it was a large advance to Argentina ($284 million net) that contributed
most to swing the developing countries as a whole from net repayment of $58 million
in 1971 to net drawing of $315 million in 1972.

Thus, notwithstanding the generally favourable trading results of 1972 and
the large flow of private capital to some developing countries, it is clear that
many continue to have a precarious external balance. An upsurge in imports {induced
by developrment investment or drawn in by inflation and an overvalued exchange rate)
or a decline in export earnings (consequent on a fall in demand for a few important
commodities or a reduction in price} or a rise in debt service claims (as a result
of the maturing of short- and medium-term credits) can still bring about a payments
crisis in many of the developing countries.

Cutlook

The prospects for the developing countries for 1973/T4 depend even more than
usual on the weather and on the response of farmers. Of the 32 reports received by
the Food and Agriculture Organization of the United Nations in December 1972, under
the "early warning system’” of the food situation, three fourths indicated poor
harvests or uncertain crop conditions and more than half indicated actual shortage
of food. With world grain stocks at a very low level and the rising demand for meat
putting increased strain on supplies of feed-stuffs, prices are likely to remain
firm. This will provide a favourable situation for exporters of cereals and
oilcake, but pose sericcs problems for importers that are short of foreign exchange.

Relatively low stocks point to strong markets in a number of other

commodities - sugar, coffee and cocoa, fishmeal, wool and cotton, for example -
and this should ensure that the expected continuation of the economie upswing in
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the developed market economies will be fully reflected in demand for the exports of
the developing countries. The demand for metals is also likely to be greater than
in 1972, though its impact on itrade will be moderated to some extent by the planned
release of some $1.7 billion of supplies from the United States' strategic
stockpile. The expansion in mine and smelter capacity in recent years should enable
requirements to be met, even though the growth in demand is likely to be more
general than usual - Burope, Japen and North America experiencing a similar cyclical
upsurge.

Capacity to meet requirements for energy sources is also guite adequate but
the market situation is likely to remain extremely tight. Some petroleum-producing
countries, not being under any pressure to enlarge their export earnings, are
practising a conservative policy in respect of developed deposits. And OPEC is able
to exercise great influence over the volume of oil entering international trade,

In the importing countries demand is being affected by the continuing rundown of
coal mining capacity in Western Europe, by the desire to avoid the use of
high-sulphur fuels and by a new and strong awareness of some of the social costs
of energy production, manifested in a reluctance to exploit domestic deposits when
this ecould result in environmentezl damage, or to flood valleys for hydroelectric
purposes or to site nuclear generating facilities close to centres of demand.

VWhile exports and export prices are likely to be well maintained in 1973,
import prices - strongly influenced by the inflation that still characterizes most
of the more advanced economies -~ are also likely to continue to rise. Movements in
the terms of trade will doubtless differ as much as usual from country to country.
TFor the developing countries as a whole, however, prospects seem favourable: in the
last quarter of 1972, the import price indices of minerals were an eighth above the
corresponding 1971 level and those of agricultural products were a fifth higher,
and market prices were still rising rapidly. 6/

Or: the whole, the enlargement of EREC, which tool effect at the beginning of
1973, should prove to be a positive influence on the exports of the developing
countries. Though some countries are losing preferential entry to the United
Kingdom market, transitionsl arrangements have been made for cases - such as sugar -
in which dependence cn that market was particularly great. While a number of
developing countries are seeking "association” with the enlarged Community, there
ig little evidence to suggest that countries not so associated will not share in the
growth in demand. 7/ While the enlargement of the Common Market is unlikely to prove

6/ Comparing average market quotations in United States dollars for
internationally traded commodities in the first quarter of 1973 with those of a
year earlier, there were increases of up to 5 per cent in abaca, cotton and jute,
5-10 per cent in sugar, tea, tin and petroleum, 10-20 per cent in robusta coffee,
beef, coconut oil and zinc, 20-30 per cent in palm oil and copper, 30~L0 per cent
in arabica coffee, 40-50 per cent in ground-nuts, 50-60 per cent in wheat, rice,
cocoa, rubber, linseed oil, copra and palm kernels, and over 100 per cent in wool
and hides. The world commodity price index computed by the Economist in London in
mid-April 1973 was 57 per cent dbove the corresponding 1972 figure.

I/ Between 1960-1962 and 1969-1971 the average annual rate of increase in
EEC imports (in current prices) was 5.7 per cent from Latin America, 6.6 per cent
from the associated countries, and 8.4 per cent from the developing countries as a
wholie.
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as expansionary as the integration of the six original members proved to be in the
1960s, it is expected to stimulate growth, especially in +the United Kingdom which
has been a far from dynamic market for the developing countries in recent years.
The effect of integration should thus be to accelerate the increase in demand for
most imports. The increase will not be uniform, however, and for temperate farm
products and for manufactured goods, the longer-run effect will depend on how
outward-looking the new Community becomes.

Though no information is yet available on the extent of development assistance
or other resource transfers in 1972, commitmenis data of 1971 suggest that no great

change was likely. DNor can any be foreseen for 1973: +the slow incresse of recent
years seems likely to continue.

This should not affect imports very significantly. These may well expand more
ir 1973 than they did in 1972. WNot only are food purchases likely to be greater
but the increase in internatioconal ressrves of recent yvears and buoyant export sales
should make it possible for most developing countries to expand their imports in
support of a higher rate of growth.
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Table 29. Developing countries: growth of total
production, 1961-1972 a/

{Percentage)
Average annual Change from preceding year
Country group rate, b/
1961-1970 1971 1972~
Developing countries, total . . . . . 5.5 5.2 5.k
Western hemisphere . . . . . . . . 5.6 6.3 6.4
Africa . - « <« 4 4 0 e w e e e 4.8 3.3 k.5
West Asia » « « « « « v o o . .. 8.1 10.4 10.8
Southern and south-eastern Asia . . 5.0 3.4 3.3

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Offiee of the United Nations,
Monthly Bulletin of Statistics and Yearbook of National Accounts Statisties;
Economic Commission for Africa, "Summaries of economic data"; Economic Commission
for Asia and the Far East, "Economic Survey of Asia and the Far East, 1972, Part
Two" (preliminary version) (E/CN.11/L.350/B); Economic Commission for Latin America,
"Economic Survey of Latin America, 1972, Summary" (preliminary version)
(E/CN.12/95%), and national sources.

a/ Measured at constant market prices.

b/ Preliminary.
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{Source and Ffoot-nobes to table 30)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data from Statistical Office of the United
Nations, Monthly Bulletin of Statistics; Economic Commission for Asia and the
Far Bast, "Economic Survey of Asia and the Far Fast, 1972, Part Two" (preliminary
version) (E/CN.11/L.350/B); Fconomic Commission for Africa, "Summaries of economic
data; Economic Commigsion for Latin America, "Economic Survey of Latin America,
1972, Summary" (preliminary version) (B/CN.12/95L); United States of America,
Depertment of Commerce, Foreign Economie Trends (Washington, D.C.); United States
of America, Department of State, Agmency for International Development Data Book
(Washington, D.C.), and other national sources,

a/ Based on preliminary official estimates of the national accounts or
"indicators” derived from official or semi-official statistics of production,
trade and transport. Where indicators were used, changes in gross domestic
product reflect changes, in real terms, in the output of all the items of goods
and services fTor which data were obtainable, combined with weights derived from
national accounts of 1971, The indicated changes are necessarily tentative,
being prepared in March 1973 and based in some cases on less than a full year's
figure for some of the components of the gross domestic product.

p/ Countries are arranged in descending order of rates of growth.
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Table 31. BSelected developing countries: growth of agricultural
production, 1961-1972
(Percentage)

a
Average annual—

Group and country rate, Chanege from preceding year
1961-19T0 1971 1972 b/

Total Food cf Total Food ¢/ Total Food |
Western hemisphere . 2.9 3.7 3.2 1.5 -0.8 -1.5
Argentina 3.0 3.0 b h -2.6 -h.6 ~5.3
Bolivia 1.2 1.0 1.9 1.9 -0.9 -0.9
Brazil . 3.1 4.3 6.2 1.4 3.0 3.5
Chile 2.8 2.1 0.8 1.6 -15.8 -17.1

Colombia . 2.5 2.8 1.6 5.3 5.4 2.9 i

[

Costa Rica . 4.3 6.2 6.0 4.9 .6 6.1 |
Dominican Republic 1.3 1.9 5.6 6.9 8.0 7.8
Reuador 3.6 3.3 2.9 k. h -1.5 0.7
El Salvador k.o .1 1k.o 9.3 -1.,5 -10.0
Guatemala b1 3.7 13.5 T.7 -5.7 -3.,9
Guyana 0.7 0.1 4.8 4.8 -3.8 -3.8
Haiti -0.2 ~0.9 2.1 1.0 1.1 5.9
Honduras . h.6 3.h 6.3 5.6 -7.8 -9.1
Jamaica -1,0 0.3 3.4 k.6 2.2 2.2
Mexico 4.0 h.5 k.5 4.1 -2.2 -2.8
Nicaragua - 5.4 4.9 9,2 L.y -16.2 -8.7
Panama 3.4 4.8 3.8 3.0 -1.5 -1.5
Paraguay 2.7 1.2 -16.8 -16.0 13.2 12.3
Paru “o e 1.5 1.1 -0.9 0.9 -3.8 ~3.4
Trinidad and Tobago - 1.k ~0.3 -6.2 4.2 7.1 5.2
Uruguay - 1.4 1.3 -19.4  -17.5 -3.5 b3

Venezuela - 4.2 3.8 - - -2.8 -2.8
Afrieca 1.9 1.9 3.3 h.2 0.8 0.8
Algeria - -1,2 0.7 ~8.0 «8.0 3.2 3.2
Angola 3.3 1.8 2.5 0.9 -5.0 ~3.5
Burundi . 2,0 1.9 3.9 3.1 ~3.1 -1.6
Camercon 3.0 3.1 3,9 2.3 0.8 0.8
Dahomey - 1.5 1.2 2.5 2.5 2.5 2.5
Beypt - 1.6 2.1 3.4 5.0 3.3 2.5
Ethiopia 2.5 2.3 " - 0.8 0.9
Ghana - 1.2 1.0 T.3 T.3 0.9 0.6
Guinea 2.1 2.2 2.k 2.4 2.4 2.3
Tvory Coast . 3.6 L6 10.1 10.5 2.6 1.9

(Table continued on following page)
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Table 31 {continued)

Average annualé/

Group and country rate, Change from preceding vear
1961-1970 1971 1972 b/
Total Food ¢f Total Food ¢/ Total Food c/

Africa {continued)

Kenya . 3.2 2.5 ~h.0 -5.0 5.5 5.0
Liberia . Coe e 3.0 0.6 “hh 1.9 2.9 6.1
Libyan Arab Republie .2 2.4 15.8 16.4 ~-11.0  -=11.6
Madagascar .o 3.6 3.0 c.8 3.0 -0.8 -
Malawi 3.5 3.7 12.5 2L .3 6.0 L.§
Mali 1.5 0.6 -1.8 -1.9 ~3.6 ~l.9
Morocceo . 2.k 2.5 9.1 9.0 h.o L,6
Niger . 3.1 3.1 1.8 1.9 -16.5 16,7
Nigeria - 1.6 1.6 5.9 6.7 0.8 0.8
Rwanda 3.6 3.7 2.0 2.0 1.3 1.3
Senegal - -0.7 -0.9 28.8 28.7 ~35.1 -36.1
Sierra Leone 1.5 1.5 1.8 2.7 15.2 15.2
Southern Rhodesia . 1.3 3.3 13.9 19.7 9.0 10.3
Sudan - h.o 2.9 - 2.5 0.8 0.8
Togo 1.5 1.6 2.k 2.3 ~1.6 -1.5
Tunisia - ~0.1 -0.k 18.1 19.k -5.8 -6.5
Uganda . 3.2 3.4 2.4 -0.8 - 1.7
United Republic 2.k 2.5 0.9 - - -
of Tanzania -
Upper Volta - 0.6 0.2 - - 1.0 -
Zaire . 1.8 2.6 -7.3 -8.0 0.8 -
Zambia 0.6 1.2 hs.6 50. 3 3.7 L.8
Jest Asia - .2 L1 -l -,9 9.9 10.7
Iran 4.0 k.o -10.5  ~11.3 10.5 11.3
Traq 2.2 1.9 ~5.h -6.3 7.8 8.7
Israel 5.7 5.2 10.9 11.8 9.3 8.9
Jordan 2.0 2.k 35.5 35.5 7.0 6.9
Tebanon - « + » o+ . . 3.9 .9 12.0 11.6 1.4 2.1
Syrian Arab Republic 3.0 6.8 3.h 2.6 10.2 15.2
Southern and
south-castern Asia 3.2 3.1 0.8 - ~b7 ~5.5
Bangladesh 1.1§/ 0.79/ -8.8 -6.1 1.0 -1.9
Burma - 1.0 1.0 -2.G -2.9 - -
India 2.6 3.8 6.8 ~0.8 -8.7 -3.5
Indonesia . 2.2 2.2 3.9 3.1 -2.3 -3.9
Khmer Republic 3.1 4.6 ~22.8 -26.9 -21.0  -23.0

{Table continued on following page)
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Table 31 (continued)

a,
Average annualﬂj

Group and country rate, Change from preceding year
1961-1970 1971 1972 b/
Total Food ¢/ Total Food ¢/ Total Food ¢f

Southern and south-eastern
Asie {continued)

Malaysia 5.6 b7 7.7 13.9 2.3 8.2
Pakistan 6.0 5.1 -0.6 =5.0 ~0.6 -
Philippines - . 3.7 3.9 3.0 3.7 1.5 2.2
Republic of Korea . h.e 3.9 - -0.8 3.0 0.8
Republic of Viet-Nam 0.6 1.1 8.9 8.5 -1.8 1.7
Sri Lanka - - 3.3 3.6 3.1 7.8 ~5.5  =9.9
Thailand 4.3 k.3 3.5 2.8 -9.2 ~12.7
Total 2.8 3.1 1.6 0.8 -1.6 2.4

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Orgenization of the
United Nations, Monthly Bulletin of Agriculture FEcopomics and Statistics (Rome},
and information supplied by the United States Department of Agriculture.

a/ Average of year-to-year changes with the larger of each pair of figures
as denominator.

b/ Preliminary.

¢/ Tood includes all the edible products which contribute energy tc the
human diet regardless of the extent to which they are actually used for food in
the country or region where produced: cereals, starchy roots, sugar, pulses,
edible oil crops, nuts, fruits, vegetables, cccoa and livestock products.

d/ 196k-1970.
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Table 32. BSelected developing countries: changes in
consumer prices, 1961-1972

a/ Average annual rate Percentage change
Country— of increase, From preceding vear In latest
1961-19T70 b/ 1971 1972 ¢/ 12 months
A. Countries whose rate of inflation was 5 per cent or less in 1972§J

1. ZExperiencing less inflation in 1972 than in 1971§/
Uganda 4.5 15.7 4.3 9.4
Nigeria . L.y 13.5 3.7 -1.8
Haiti . 2.7 10.3 3.2 T.3
Ethiopia 5,2 0.5 -6.1 -2.3
Malawi 5.1 8.1 3.0 2.9
Somalia + + . .+ . . L.h 0.4 -3.8 -2.3
Syrian Arab Republic 2.0 h.g 1.0 3.2
Tunisia ... 2.8 5.7 2.2 3.6
Chad h.g 6.0 2.9 0.2
Eeypt 3.6 3.7 2.4 2.5
Burundi 2.6 3.9 2.7 3.6
Venezuela 1.0 3.3 2.2 3.8
Zambia 4,2 6.1 5.0 5.0

, . . . . . , d/

2. FExperiencing a similar rate of inflation in 1971 and 1672~
Morocco o 2.3 bh.2 3.7 2.6
Southern Rhodesia 2.1 3.1 2.9 h,o
Gabon 3.5 3.k 3.6 2.5
Singapore 1.1 1.9 2.1 5.8

. . . . . . . a/

3. Experiencing a higher rate of inflation in 1972 than in 1971
Wetherlands Antilles . 1.2 3.3 o .o
Guatemala 0.9 ~0.5 0.5 1.1
Malaysia . 0.9 1.5 2.6 3.6
Senegal 2.5 2.6 3.7 2.6
Ivory Coast. 3.7 -0.8 0.L 2.0
1 Salvador 0.7 0.k 1.7 5.1
Costa Rica . 2.5 3.0 L.t 6.9
Thailand . 2.0 2.0 4.0 6.1
Guyana + « + « . . . . 2.3 2.1 4.5 7.1
Libyan Arab Republic . 6.4 2.7 0.8 5.0
Sierrs Leone . . L3 ~2.3 3.1 b,3

(Table continued on following page)
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Table 32 (continued)

a/ Average annual rate Percentage change
Country—~ of increase, From preceding vear In latest
1961-1970 b/ 1971 1972 ¢/ 12 months

d/

B. Countries whose rate of inflation was more than 5 per cent in 1972

d/

1. Dxperiencing less inflation in 1972 than in 1971~

Khmer Republic L,h T2.0 25,2 32.2
Mozambique . .. . 2.9 15.6 7.3 7.0
Brazil . . « .+ . . . . . k.0 21.1 17.9 7.5
Jamaica L. 6.6 5.7 9.3
2. Dyperiencing a similsr rate of inflation in 1971 and 19729/
Republic of XKorea . . . 13.2 12.4 11.8 9.0
Ecuador . bk 8.4 7.9 6.9
Madagascar 3.7 5L 5.7 k.3
Peru g.5 6.9 7.2 k.3
Israel 5.6 12.0 12.9 12.3
Mauritania L.5 7.6 8.6 10.3
. . . . . R . a/
3. Experiencing a higher rate of inflation in 1972 than in 1971
Iraq - 2.2 3.6 5.2 8.3
Cameroon 3.6 L1 6.1 h.g
Kenya 1.8 3.8 5.8 L.1
Indonesia . . . . . . . 135.7 4.4 6.5 25.8
Mexico 2.6 3.3 5.6 8.0
Tran 1.7 b1 6.5 7.7
Fiji 2.8 6.5 9.1 13.2
Honduras 2.6 2.3 5.2 6.7
Bolivia 5.5 3.6 6.5 23.6
Hong Kong 2.9 3.2 6.1 9.2
India 7.2 3.3 6.3 6.6
Pakistan - 3.9 b7 8.0 10.8
Lebanon 1.9 1.6 5.0 5.3
Sri Lanka 2.9 2.7 6.k b0
Panama . 1.2 1.8 5.6 6.8
Jordan - L. Lo 8.2 12.5
Paraguay - 3.6 5.0 9.2 9.5
Barbados . 2.k 7.5 11.8 10.4
Mauritius 1.9 0.3 5.4 1.7
Colombia 11.2 9.1 1h.3 16.k
Niger 4.3 4.3 9.8 13.h
Congo L.l b1 9.8 11.1

(Table continued on following page)
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Table 32 (continued)

a/ Average annual rate Percentage change
Country— of' increase, From preceding year In latest
1961-1970 g/ 1971 1972 ¢f 12 months

3. Experiencing a higher rate of inflation in 1972
than in 1971 (continued)

Trinidad and Tobago . . 3.0 3.5 g.3 8.0
Republic of Viet-Nam . 21.0 18.3 24,5 27.0
United Republic

of Tanzania . . . . . 2.1 3.7 9,9 T.h
Dominican Republic . . 1.8 2.3 8.7 8.1
Z82I18 « 2 v - e e e e 18.6 5.0 15.0 106.2
Sudan « + o+ o« v o« . s b,3 1.3 11.9 2k.5
Ghana » « + + v v« . . 7.7 2.9 14,0 7.5
Philippines . - . . . . h.5 3.1 19.8 1.1
Argentina . - . . . . . 21.0 34.7 58.4 6.3
Laos . 21.0 1.3 25.1 28.4
Uruguay -« « « « .« . & 12.1 23.9 67.6 82.7
Chile + + « « « v » = . 26.0 20.1 8.0 163.4

Source: Centre for Development Planning, Projections and Pclicies of the
United Nations Secretariat, based on Statistical Office of the United NWations,
Monthly Bulletin of Statistics, and International Monetary Fund, International
Financial Statisties (Washington, D.C.).

a/ Countries are arranged in descending order of the absolute difference
between the change between 1971 and 1972, and the change between 1970 and 1971.

b/ 16621970 for Cameroon, Mauritania and Mozambigue;
1963-1970 for Gabon;
19641970 for Ethiopia;
1965-1970 Tor Libyan Arab Republic and Zaire,
1666~1970 Tor Burundi;
196T7-1970 for Lebanon;
16681970 for Jordan,
1969-1970 for Malawi.

¢/ Preliminary.

d/ Based on a comparison of year-to-year change in annual averages.
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Table 33. Developing countries: distribution of changes
in money supply, a/ 1972

Change in money  Kumber Countrieshj in which, in relation to the trend during
supply from of the preceding year, the trend registered
preceding year  countries during 1972 represents
(percentage) Continuation Deceleration  Acceleration  Reversal
Decline L Burundi
Togo
Bwanda
Sri Lanka
Less than 6 L Democratic Zambia
Yemen
Chad
Upper Volta
6.0-9.9 5 Niger Jordan
Malawi
Cameroon
Nepal
10.0-14.9 17 India Libyan Arab Congo Ethiopia
Ivory Coast Republic Honduras
Thailand Jamaica Irag
Ccsta Rica Senegal
Lebanon Nigeria
Dahomey Afghanistan
United Madagascar
Republic of
Tanzania
15.0~19.9 1k Tunisia Venezuela Zaire
Dominican
Republic
Morocco
Sierra Leone
Mexico
Egypt
Kenya
Paragusay
Haiti
Mauritania
Sudan
Guatemala

(Table continued on following page)
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Table 33 (continued)

b/

Change in money  Number Countries~ in which, in relation to the trend during
supply from of the preceding year, the trend registered
preceding year countries during 1972 represents

(percentage)} Continuation Deceleration Acceleration Reversal

20,0~29.9 1T Brazil Republic of Pakistan Panama
Indonesia Viet-Nam Bolivia
Trinidad and  CGuyana
Tobago Philippines
Beuador
il Salvador
Singapore
Syrian Arab
Republic
Saudi Arabis
Nicaragua
Malaysia
Uganda

30.0 and over 1z Israel Chile Argentina Gambia
Kuwait
Iran
Algeria
Urugusy
Gabon
Republic of
Korea
Mauritius
Ghana

Total 73 6 17 b1 9

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

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

p/ Countries are listed in ascending order of the degree of acceleration
as measured by the difference between the percentage increase in 1971 and the
percentage increase in 1972.
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(Source and foot-notes to table 35)

Source: Centre for Development FPlanning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
FPinancial Statistics (Washington, D.C.}; Statistical Office of the United Nations,
Monthly Bulletin of Statistiecs, and national sources.

a/ Exports, f.o.b. minus imports, c.i.f.

b/ Gold, BDR, convertible foreign exchange and reserve positions in the
Tnternational Monetary Fund.

¢/ Preliminary.

g/ African petroleum exporters, West Asian petroleum exporters, and Venezuela.

e/ Argentina, Barbados, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Eecuador, Bl Salvador, Guatemala, Guyana, Haiti, Honduras,
Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Trinidad and Tobago and
Uruguay .

f/ Algeria, Libyan Arab Republic and Nigeria.

/ Burundi, Camercon, Central African Republic, Chad, Congo, Dahomey, Egypt,
Ethlopla Gabon, Ghana, Ivory Coast, Kenya, Madagascar, Mali, Mauritania,
Mauritius, Morocco, Wiger, Rwanda, Senegal, Sierra Leone, Sudan, Togo, Tunisia,
Uganda, United Republic of Tanzania, Upper Volta, Zaire and Zambia; and IMP
special drawing rights and reserve positions only of all other IMF member countries
in Africa.

h/ TIran, Iraq, Kuwait and Saudi Arabia.

1/ Israel, Jordan, Lebanon, Democratic Yemen, and Syrian Arab Republic;
and IMF special drawing rights and reserve positions only of Oman and Yemen.

3/ Afghanistan, Burma, India, Indonesia, Malaysia, Nepal, Pakistan,
Philippine=s, Republic of Korea, Republic of Viet-Nam, Singapore, Sri Lanka,
Thailand; and IMF special drawing rights and reserve positions only of
Bangladesh, Fiji, Klmer Republic, Laos and Western Samoa.
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Table 36. Selected developing countries: changes in
international liquidity, 1961-1972

International reserves,p/ International reserves,bj
end 1972 end of year,
G d count g/ Wil lions As percentage as percentage of imports
roup and ¢ Ty ;O of reserves al in preceding year c/
doliars End End a/
1971 1960~ 1961 1972

Total of countries

listed « & & & « v v . . . 28,663 130 307 36 58

Qil-producing countriesg/ 10,148 126 556 48 10k

Others « « » « « « » » + - 18,515 133 256 33 W7
Western hemisphere

Total. + « « o « « « o 4 4 9,684 147 3k3 32 57

Venezuela . . . « + + « . 1,732 11k 28L4 49 75

Others « v « v « « + o « 7,952 157 360 30 5l

Argenting . .« . 4 4 . . . 465 160 89 31 25

Bolivia « + +v v v 4 4w s 60 110 891 10 35

Brazil . . i « « « v+ 4 W 3,917 ool 1,135 32 106

Chile . . « . « « « « « . 135 61 122 ik 1k

Colombia . « « « + « & + & 325 160 183 27 37

Costa Rica v « v v + « « & 4o 139 293 6 11

Dominican Republic . . . . 59 104 228 9 16

Ecuador . « « « & « o 4 143 222 351 33 L

El Salvador . .« .« v .« . . 82 127 250 20 33

Guatemala . . . . + « . . 135 1hk 250 Lo 45

GUYBNE « « + « » 5 s o o s 3% 119 207 18 24

Haiti . . .+ « « & « . . 18 171 360 10 32

Honduras + « v v v v o« » 35 166 265 17 18

Jamaica . . . 4 . 4 . . . 159 89 229 35 29

MEXICO 4 v v o 4 4 « o o & 1,046 110 237 35 43

Nicaragua . . +» « +« « « & 70 119 594 18 33

Panama . « « o « v « o .« . 665 140 1,923 21 168

Paraguay . « « + « = « » 31 1kg 6,698 6 38

PETU + v v ¢ o o 0 « o = 273 11k 359 30 37

Trinidad and Tobago . . . 58 8k 2kL8 9 9

Uruguay + « « o o o o o 205 113 110 88 92
Asia

Total « « « o + o« + « = = 12,989 131 332 37 62

0il-producing countriesij 4,621 156 661 65 114

OLHETS & v v v v v v v o 8,368 120 260 34 Lg

(Table continued on following page)
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Table 36 {continued)

International reserves,P/ International reserves,yf
end 1972 end of year,
ﬂ/ PR As percentage as percentage of imports
Group and country mlll;ons of reserves at in preceding year ¢/
dollars End End o)
& 1971 1960+ 1961 1972
Asia (continued)
Afghanistan . . . . . . . 56 93 112 L9 Th
Burma . « v o« v 4 v o4 o . 62 86 51 37 37
Democratic Yemen . . . . 67 10k 129 18 L3
India « v v v v 0 v 0 W 1,169 o7 17h 29 L8
Iran . .« ¢ v v v v e . . 960 157 522 73 51
Irag o « « v o v v 0w . 785 131 305 56 113
Israel . . . . ¢« « & « . 1,222 166 5Th 56 68
Jordan . . . . . . . . . 271 107 584 43 126
Kuwait . . . . . . . . . 363 126 50k 35 5k
Lebanon .« . . .« . 4 . . . 675 123 489 52 101
Malaysia . . « + . . . . 995 111 211 38 69
Nepal . . . . . . . . .. 105 97 436 6h 175
Pakistan . . . . + . . . 273 151 86 Lo 30
Philippines . . . . . . . 551 bk L3k 8 e}
Republic of Korea . . . . ThO 130 L1 60 31
Republic of Viet-Nam . . 292 109 135 73 59
Saudi Arabia . . . , . . 2,512 173 1,358 lo02 312
Singapore . . . . . . . . 65k 110 569 9 23
8ri Lanka . . . . . . . . 58 116 57 22 17
Syrian Arab Republic . . 126 143 450 g 29
Thailand . . . . . . . . 1,052 120 284 100 82
Africa
Total . & . « v v + 4 . . 5,990 108 231 39 55
Oil-producing countriesgf 3,796 105 485 39 110
Others . . . . . . . . . 2,104 112 121 39 29
Megeria . . . v« v v . . 486 96 133 25 Lo
Barundi . . . . . . . . . 19 105 167 34 62
Cameroon . v v & v o« 4 . Ll 59 227 24 17
Central African Republic 2 636 324 - 5
Chad . . . . + . . . . . 10 e g2 32 15
CONgO v v v « v v v« v W 10 95 20k k 11
Dahomey . . . « o 4 o 4 . 28 115 319 36 34
BeyDt « ¢ v v v v o v w 149 93 56 30 17
Ethiopia . . . « « . . . 93 136 176 66 ko
Gabon + v v v 4 4 . . 23 91 245 34 22

(Table continued on following page)
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Table 36 (continued)
. b/ . b/
International reserves,— International reserves,—
end 1972 end of year,
Group and countxygj Millions As percentage  as percentage of imports‘
of of reserves atb in preceding year c/ !
dollars End End a/
1971 1960~ 1961 1972
Africa (continued)
Ghana . .+ + + &+ o « « « 4 107 225 39 53 25
Ivory Coast . . « v « . . 87 97 256 20 22
Kenya . « v v v v o v o . 20k 119 390 19 36 !
Libyan Arab Republic . . 2,925 110 3,550 51 411 '
Madagasear . . .« . . . . 52 113 106 k7 2h
Malawi . . . . .+ « + « . 36 11h 1hk 56 33
Mald . . . . . . . .. . 3 52 30 29 6 !
Mauritania . . . . . . . 12 335 203 20 18 |
Mauritius . . . . . . . . 70 136 h1o 24 8l ‘
MOTOCCT + + « 4 & o o o« & 237 136 115 45 34 |
Niger . v o o v @ v v . . 40 120 530 40 69 '
Nigeria . . . . . . . . . 385 89 89 65 26 l
Rwanda . . + +« + « « + . 6 83 153 83 19
Senegal . . 4 4 4 4 4 4 38 128 kg Lo 17 }
Sierra Leone . . . . . . W7 121 3k2 19 k1 i
i
Somalia . « « v 4 . o« . . 31 120 275 57 50 |
Sudan » + + 4 v e e e e . 36 128 21 84 11 i
TOBO v + v « o o o o o 36 68 488 28 L7
Tunisia « « ¢ v 4 . . . . 223 150 261 39 6L
Uganda .+ v « « o« « o o« Lk T8 108 25 26
United Republic of
Tanzania . « « « . . . 120 198 195 31 31
Upper Volta . . . . . . . L7 109 390 43 85
Zaire . . . v 0 4 0 s e . 178 121 283 16 29
Zambia .« . 4 . a e e e 162 57 81 81 26

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

(Foot-notes on following page)
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(Foot-notes to table 36)

E/ The list represents all the countries for which relevant data are
available.

b/ Gold, convertible foreign exchange, special drawing rights and reserve
position in the International ionetary Fund.

E/ Valued c.i.f.

d/ 1961 for Nepal; 1962 for Dahomey, Ivory Coast, Madagascar, Mali, Mauritania,
Wiger, Senegal, Togo and Upper Volta; 1964 for Burundi and Rwanda; 1965 for
Democratic Yemen, Malawi and Zambia; 1966 for Kenya and United Republic of Tanzania.

e/ AMlgeria, Iran, Iraq, Kuwait, Libyan Arab Republic, Nigeria, Saudi Arabia
and Venezuela.
i/ Iran, Iraq, Kuwailt and Saudi Arabia.

g/ Algeria, Libyan Arab Republic, Nigeria.
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