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FOREWORD

The present report is the second part of a two-part Survey undertaken in terms
of General Assembly resolution 118 (II). Part one of the World Economie Survey,
1974 1/ contained a review and appraisal of the progress made in the first half of
the 1970s in the implementation of the International Development Strategy for the
Second United Nations Development Decade, ‘

The report begins with a brief summary of the salient features of world
production and trade in 1974 as compared with the earlier years of the Decade.
Chapters I and IT deal in greater detail with the course of production and trade
in the developed market economies, in the developing countries and in the centrally
planned economies. 2/ Chapter III deals with the problems of internal economic
balance, including the acceleration of inflation in 197h and the emergence of
recessionary forces in the developed market economies. The final chapter examines
the prospects for the world economy in 1975.

The report was prepared in the Centre for Development Planning, Projections
and Policies of the Department of Ecomomic and Social Affairs and is based on data
available to the Secretariat in April 1975.

;/ United Nations publication, Sales No, E.T75.II.C.1.

2/ The division of countries into three groups is a matter of statistical
convenience and does not necessarily imply any judgement asbout the stage reached
by individual countries in the development process.
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Explanatory notes

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

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

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

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

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

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

A slash (/) indicates a crop year or financial year, e.g., 19T0/7L.

Use of a hyphen (-) between dates representing years, e.g., 1971-1973,
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 "biliion" signifies a thousand million.

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

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

The following abbreviations have been used:

CMEA  Council for Mutual Economic Assistance

DAC Development Assistance Committee /OECD/

EEC European FEconcmic Community

EFTA  Buropean Free Trade Association

GATT  General Agreement on Tariffs and Trade

IBRD  International Bank for Reconstruction and Development
iDA International Development Association

D8 International Development Strategy

IEA International Energy Agency

IMF International Monetary Tund

I81C International Standard Industrial Classification
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Explanatory notes (continued)

OECD  Organisation for Economic Co-operation and Development

OPEC  Organization of Petroleum Exporting Countries

SDR special drawing rights

UNCTAD United Nations Conference on Trade and Development

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,

territory, city or ares or of its authorities, or concerning the delimitation of
its Pfrontiers or boundaries.

The term "country' as used in the text of this report also refers, as
appropriate, to territories or areas.
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SUMMARY

The year 1974 saw a halting of the strong expansion in global economic
activity that had got under way in 1971. World output rose by a modest
1.7 per cent, considerably less than in earlier years of the 1970s. This figure
reflected primarily the economic recession that beset the developed market
economies in 1974, Veaker average growth was also registered by the developing
countries and, owing to unfavourable results in agriculture, by the centrally
planned economieg of Eastern Burope. Despite the slow-down, the average 1971-197h
rate of growth in the developing countries was virtually at the 6 per cent target
level set out in the International Development Strategy for the Second United
Nations Development Decade. However, in the second half of 197L4, stagnation in
economic activity in the developed market economies began to threaten the
continuation of growth in the developing countries.

Stagnation in the developed market economies in 1974 lowered their average
rate of-growth since 1970 to slightly under b per cent a year, Thus, for the
period 1971-19Th, there was probably a slight narrowing in the disparity in gross
domestic product per capita between the developed and the developing countries.
Beonomie growth in the developing countries was, however, very uneven.

Averaged over the 1971-197h period, rather more than a third of the developing
countries - accounting for a similar proportion of the combined population -
increased their production by more than 6 per cent a year; two thirds had below-
target growth rates. At one extreme were a sixth of the countries {with about
15 per cent of the population) whose production grew at over 8 per cent a year.

At the other extreme were 30 per cent of the countries (accounting for about half
the population) in which production failed to keep pace with population.

The rate of growth was also very uneven among economic sectors within the
developing countries, in 1974 as well as for the entire 1971~19Th4 period,
especially in those countries in which large segments of the population were
adversely affected by lagging agricultural production,

World agricultural production in 1974 remained at about the same level as in
1673. There was a marked deceleration in output in the developed market economies
as a whole, and a decline in output of 1.8 per cent in the centrally planned
economies of Eastern Furope from the high level of production achieved in 1973.

In the developing countries the over-all gain was held to 1.5 per cent in 19Th by
g decline in South and East Asia from the improved farm output of 1673. The
average rate of expansion in agriculiural production for the 1971-1974 period was
1.5 per cent a year. This was less than half the target rate of growth set in the
International Development Sirategy, and well below the rate of expansion of
population in these countries. Thus, though the incidence of famine was less in
1974 than in 1972-1973, average nutritional levels in 1974 were lower than in 1971.

Tt was against this unfavourable background in food and agriculture that the
World Food Conference was held in November 197L. Reaffirming the i per cent target
for agricultural growth in the developing countries, the Conference adopted a



number of resolutions designed to improve the supply of farm inputs and reduce the
obstacles to greater food production and better diets. The crop failures of 1972
and the subsequent drawing dovm of world cereal stocks set in motion a sharp rise
in food prices, adding to inflationary forces in developed and developing
couptries alike and to the import costs of food-deficit countries. Though stocks
have not yet been rebuilt and supplies remain tight, the call of the World

FPood Conference for 10 million tons of grain for use as food aid was almost met
within a few months. While the food situation in 1975 has improved, supplies
continue to be unduly dependent on current harvests.

The increase in the rate of world industrial output slowed in 197k to about
3 per cent - less than one third of the previous year's rate of increase -~ a
situation reflecting primarily the stagnation in industrial activity in the
developed market economies, Industrial production in the centrally planned
economies of Eastern Furope accelerated slightly. In the developing countries 197k
brought a slight slow.down in industry but, at nearly 8 per cent, the increase in
output was in line with the average for 1971-197T4. For the manufacturing
component , the over-all target rate of growth of 8 per cent set in the
International Development Strategy was fulfilled.

The increase in industrial production in the developing countries was far from:
uniformly distributed: it was strongly influenced by the upsurge in world trade 5
which affected individual commodities quite differently and by the performance of !
the agricultural sector which also differed greatly among countries. Moreover, the;
stagnation in economic activity in the developed market economies has led to a ;
sharp slow-down in the developing countries since the middle of 1974, especially
among those developing countries specializing in exports of manufactures. i

The recession in the developed market economies was associated with a sharp
deceleration in growth of the volume of world trade in 1974 following the
extraordinary gains of the earlier years of the Decade. According to provisional
estimates, 1/ the import quantum of the developed market economies rose in 1974 by
only 1 per cent as compared with a record increase of about 13 per cent in 1973 and'’
with an average growth rate Tor the period since 1970 of about 7 per cent. Since
the bulk of the trade of these countries is intra-group trade, the rate of increase
in their export quantum slso fell sharply from a record rate of nearly 14 per cent
in 1973 %o 6 per cent in 1974. Intertrade among the centrally planned economies
of Eegtern Europe increased by en estimated 14 per cent in volume in 19Tk ~ well
above the average of about 10 per cent recorded in the earlier years of the Decade.
Under the impact of the recession, exports to market economies showed little
growth, but the volume of imports continued to increase - at an estimated rate of
about 10 per cent in 19Tk,

The decline in import demsnd of the developed market economies was also
reflected in a deceleration in the export quantum of the developing countries from
an ayerage of over 8 per cent in the earlier years of the 1970s to a rate

e A 1

1/ Dstimates of quantum and unit values of trade end of the associated changes
in the terms of trade for both developed market economies and developing countries
are always subjeet to considerable uncertainty, but because of the extraordinary
changes that have taken place in prices of most commodities, the margin of
possible error is exceptionally large for recent years.
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provisionally estimated at between 2 and 3 per cent in 1974, bringing the average
for 1971-1974 to somewhat less than the T per cent target rate set in the
International Development Strategy. The export volume of the petroleum-producing
countries fell in 1974 as a result of the slow-down in economic activity in the
developed market economies and of measures taken to conserve energy. The rise in
export quantum of the non-oil-exporting countries was rather more than 4 per cent
for 1974 as a whole, though in the second half of the year there was some
deceleration, particularly in the case of the exporters of manufactures.

Despite the slow-down in export volume of the developing countries, their
import quantum accelerated sharply in 1974 to a rate provisionally estimated at
13 per cent, slightly higher in the case of the petroleum-exporting countries and
slightly lover in the case of the other developing countries. The latter were able
to draw upor a significant inflow of short~term and long-term capital as well as
upon reserves they had accumulated as a result of the upsurge in the value of their
exports in 1972 and 1973. Over the 1971-197k period the import gquantum of the
developing countries thus rose on average above the 7 per cent target rate set in
the International Development Strategy. With the slow~down in their exports in
1974, however, and more particularly with the downturn in the price of many of
their commodity exports, 1975 promises to be a difficult year for financing the
import requirements of developing countries.

Despite the downturn in many commodity prices in the course of the year, both
export and import unit values of developed and developing countries averaged much
higher in 19Tk than in 1973, According to provisional estimates, the terms of
trade deteriorated by about 11 per cent in the case of the developed market
economies and improved by about 42 per cent for the developing countries., The gain
of the latter was more than accounted for, however, by the extraordinary rise in
the terms of trade of the petroleum-exporting countries, whose average expori
prices more than trebled between 1973 and 1974. Though average export prices of
the remainder of the developing countries were also substantially higher in 197k
than in 1973, their import prices rose even more, and their terms of trade
worsened by an estimated 6 per cent.

Averaged over the entire period 1971-197hk, it is provisionally estimated that
the terms of trade of the developed market econcmies deteriorated by over
3 per cent per annum, while those of the developing countries improved by about
12 per cent per anaum, with the terms of trade of the oil-exporting countries
rising by sbout 32 per cent a year and those of the non-oil-exporting developing
countries declining by between 1 and 2 per cent a year,

When the volume of exports is adjusted for the changes in the terms of trade
g0 as to measure the purchasing power of exports over imports, the estimated rise
for all developing countries in 197L is approximately Y45 per cent. As is evident
from the estimated changes in the terms of trade, the entire gain made in 19Tk is
more than accounted for by the petroleum-exporting countries, the purchasing power
of whose exports more than doubled despite a decline in volume. The aggregate
purchasing power of the exports of developing countries other than the
oil-exporting countries fell by almost 2 per cent, despite the estimated 4 per cent
rise in the volume of their exports,

For the entire period 1971-197h it is provisionally estimated that the
purchasing power of exports of the developing countries as a whole rose at nearly
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20 per cent per annum, well above the approximate 7 per cent rate implicit in the
target set in the International Development Strategy for the increase in the !
volume of exports at stable terms of trade. The oil-exporting countries showed
s rise of about 40 per cent per annum and the non~oil-exporting countries a rise
of about 5 per cent per annum,

The far-reaching changes in the terms of trade between the oil-exporting
countries and the rest of the world, both developed and developing market
economies, were accompanied by record external imbalances. The oil-exporting
countries achieved a trade surplus (exports f.o.b., minus imports c.i.f.) in 197k
of over $100 billion or about three fourths of their 19Th export earnings and
nearly twice the total value of exports of all developing countries in 1970. The
developed market economies, on the other hand, saw their total trade deficit rise
to nearly $70 billion or about one eighth the value of their export earnings, while
the deficit of the non-oil developing countries nearly trebled to approximately
one third the value of their exports. OCiven the sharp decline in import demand in
the developed market economies in the course of 197k and the lagged reaction in !
the import demand of the developing countries to the earlier expansion of exports
and, a more important factor, the downturn in prices of many commodity exports
of the developing countries in the course of 1974 together with the continued rise
in prices of manufactured exports of the developed market economies, this
deterioration in the balance of trade was smaller than had been anticipated at
the beginning of the year for the developed market economies but considerably
larger than had been anticipated for the developing countries other than the
pil-exporting countries.

To assist the countries most seriously affected by these price changes, the
Ceneral Assembly at its sixth special session in May 197k set up a Special
Programme within the framework of a broad Programme of Action on the Establishment
of a New International Economic Order. As a first step in this Special Programme
& one~year emergency operation was launched, and up to the end of March 1975 a
sum of $136 million haed been committed and $60 million disbursed. With a
gimilar though more narrowly defined end in view, the International Monetary Fund
set up an 0il Facility which by the end of February 1975 had provided
SDR 2.3 billion, 4O per cent of which went to developing countries.

Though a third of the developing countries drew down their international
veserves in 19Tk and a fourth ended the year with a ratio of reserves to imports
lower than at the beginning of the Decade, total reserves continued to expand.
Reserves of the petroleum-exporting countries increased by $32 pillion to
$47 billion and those of the other developing countries by $2 billion to
$29 billion. Since the latter had a large trade deficit (nearly $31 billion) and
receipts from tourism and other invisibles are unlikely to have risen very
significantly, it is clear that the flow of donations, loans and investments must
have increased substantially. These flows cannot yet be documented as to nature,
magnitude or source but one of them is official development agsistance from the
developed market economies. Preliminary estimates of this assistance suggest that
it reached $11 billion in 19T4. During the 1971~197h period the ratio of this
flow to the gross national product of the donor countries averzged 0.32 per cent -
rather less than half the 0.7 per cent target designated in the International
Development SBtrategy.

The question of instability of commodity prices continues to receive muich
attention. It was one of the main subjects of the renegotiation of the expiring
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Yaoundé Convention between the European Economic Community and the Associated
States, the former now consisting of nine industrial countries and the latter ~
augmented by "associable" States from the Commonwealth - now consisting of

b6 countries in Africa, the Caribbean and the Pacific, The resulting Lomé
Convention, signed in February 1975, included not only an aid fund and various
trade provisions but also a compensabtory arrangement to offset shortfalls in the
export earnings derived from a wide range of primary commodities.

Price stability has long been an objective of producers and consumers alike.
The turbulent events of 1972-19Th threw the emphaesis on an additional aspect of
international commodity trade - assurance of supplies. The rapid increase in
prices and in uncertainty of supply strengthened autarkic sentiments in many
countries, and the challenge immediately ahead is to restore confidence in
international arrangements for assuring both supply and fair and sustainable
priceg. This factor lies behind the efforts now being made in the United Nations
Conference on Trade and Development (UNCTAD) and in the Preparatory Committee for
the Special Session of the General Assembly to reach agreement on an integrated
programme for international commodity trade.

One of the factors adding to the instability of commodity prices since 1971
has been uncertainty regarding exchange rates. In 1974 the United States dollar,
most generally used for denominating commodity prices, continued to depreciate in
relation to most of the major currencies (the main exceptions being those of
Australia, Italy, Japan and the United Kingdom). Between the Smithsonian
Agreement of December 1871 - the last attempt to restore a system of exchange
parities - and March 1975, the movement in the rate at which national currencies
exchanged against a trade-weighted average of partners' currencies ranged from
an increase of 31 per cent in the case of the Swiss franc to a decline of
2l per cent in the case of the Italian lira. Even in the course of 197Lh the range
of movement in the principal currency rates was from an appreciation of 22 per cent
to a depreciation of 12 per cent.

In these circumstances there was ample scope for speculation, one of
the consequences of which was the collapse of a pumber of bhanks including some of
considerable size, The financial system was also strained by the movement of
short-term money, much of it originating in the greatly increased receipts of
petroleum-exporting countries. The Euro-currency market was used for much
longer-term borrowing than had previously been the case. On the whole the banks
and associated institutions have adapted well to the unprecedented burden caused by
price and currency changes. But the effective recycling of petro-dollars is still
a major challenge. 5o also is the reconstitution of the international monetary
gystem,

After almost two years of discussion the Committee of 20 of the International
Monetary Fund concluded that the seriocus internal and external imbalances being
experienced throughout the world in 1974 made the time inappropriste to attempt to
settle the details of a new monetary régime. Instead, in June 1974, the Committee
formulated a programme of immediate action which included a declaration by which
countries could pledge not to introduce or intensify trade or other current
account measures for balance-of-payments purposes without & finding by the Fund
that there was balance-of-payments justification for such measures, In
December 197&, the Managing Director of the Internatiocnal Monetary Fund reported
that, at the time, 12 members holding about L0 per cent of the voting power in the
Fund had given such a pledge.
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Tn the circumstances it is clear that no system of relatively fixed exchange
rates could have been made viable in 197hk. Even today, international commodity
price relationships are still in a state of rapid flux and there are great
differences between even the major trading countries in respect of both internal
inflationary pressures and external imbalance. Floating rates have the merit
or providing room for manoeuvre in the selection and deployment of the instruments
of economic management. This became increasingly important as recessionary
tendencies developed in many of the industrial economies in the second half of
19Tk, The problem of dealing with a rising level of unemployment in a situation
in which prices and costs are still increasing at an unacceptably high rate is the
extraordinarily difficult one that many countries now face. TUot having to support
a specific parity reduces the risk of resort to defensive trade-~inhibiting
measures that would serve to exacerbate the problem for partner countries, some of
which are having to cope with a similar set of imbalances.

Several of the developed market economies have now given priority to a
reduction in unemployment and a restoration of a sustainable growth trend. Buccess
should benefit the world economy in general and the trade-dependent developing
countries in particular, but will leave unresolved the struggle against inflation
which began towards the end of the 1960s. This struggle may call for new methods
for assuring that the proceeds of economic growth are equitably distributed.
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Chapter T

WORLD PRODUCTION

Total production

World output rose by a modest 1.7 per cent in 197k, signalling the ending of
the period of vigorous economic expansion that had got under way in mid-1971 and
which wes marked by strong and rising growth rates in 1972 and 1973. The
significantly weaker global growth rate in 1974 was primarily a reflection of the
virtual econcmie stagnation that affected the developed market economies in the
course of the year, though weaker growth was also registered by both the centrally
planned economies and the developing countries in 19Th. The growth rate for the
centrally planned economies in 19Th was 6.0 per cent as against 8.8 per cent in
1973, and for the developing countries the rate fell to 5.6 per cent from the
7.0 per cent registered in 1973. TFor the period 1971-19T7h, the average ennual rate
of growth was 3.8 per cent for the developed market economies, 5.9 per cent for the
developing countries, 6.4 per cent for the centrally planned economies and
4.5 per cent Tor the world as a whole (see tables 1 and 2).

Developed market economies

The year 19Tk witnessed the ending of the vigorous economic expansion in
economic activity in the developed market economies that had begun in North America
in 1971 and in Western Burcope and Japan in 1972. The level of economic activity
in the developed market economies as a whole in 197k was virtually unchanged from
1973, contrasting sharply with a growth of 6.1 per cent in 1973 and 5.6 per cent in
1972. The gross domestic product declined in only three countries — the United
States of America, the United Kingdom and Japan - but there was a marked slowing
down in the rate of growth of all major developed market economies with the
exception of Australia, Norway and Sweden. In the United States of America,
aggregate output declined in 1974 by 2.2 per cent. 1In Japan, it fell by
1.8 per cent, marking the first time in 20 years that the economy had failed %o
expand; and a sharp contrast to the over 10 per cent annual rate of growth
maintained in the 1960s. The growth rate was 1.9 per cent for the Ruropean Iconomic
Community (EEC) in 19T7L and 2.3 per cent for Western Burope as a whole. This was
primarily the result of a decline in output in the Unitegd Kingdom and a slow-down in
the Federal Republic of Germany since output in Belgium, France and Italy grew by
asbout b4 per cent or more. For the developed market economies of the southern
a1emisphere, by contrast, the 197h growth rate of 5.7 per cent represented the

1ighest annual growth rate for the region since the beginning of the Decade (see
table 3}.

Among the major elements in the recession or slow-down in economic activity,
fixed investment showed either weasker growth or absolute decline in most developed

narket economies in 19Th as compared with 1973. 1/ For a group of 19 major

;/ Austria, Australia and Finland were among the very few countries where growth
tn fixed investment was stronger in 1974 than in the previous year.
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developed market economies, total fixed investment in 1974 was L per cent down Ffrom
the 1973 level; it was down by over 7 per cent in the United States, by almost

T per cent in the Federal Republic of Germany, and by almost 11 per cent in Japan
(see table 4).

One reason for this was a decline in the rate of growth of residential
construction in most developed market economwies in 1974, partly as a result of high
interest rates that were part of the anti-inflation, tight monetary policies that
were generally pursued in these countries between mid-1973 and mid-1974 and partly
as a result of the decline in profitability brought about by increases in prices of
land, lumber and other inputs, as well as by high tax valuations and price ceilings
imposed under rent-control legislation. From the second half of 1973 to the first
half of 1974 the seasonally adjusted annual rates of residential construction
declined by about 37 per cent in Japan, 33 per cent irn the United Kingdom and
30 per cent in the United States while in the Tederal Republie of Germany the value
of building permits in the second quarter of 19Tk was 33 per cent below their level
of a year earlier,.

There was also a decline in outlays for machinery and equipment in most
developed market economies beginning in the second quarter of 197h. This reflects
high prices and shortages of supply of steel and other capital goods, financing
difficulties {and, in Japan, administrative restraints), and s weakening in final
demand that accentuated uncertainty sbout the general economic outlook.

The growth of private consumption in the developed market economies in 197h was
generally markedly weaker than in the previous vears of the Decade and in the United
Kingdom and, to an even greater extent, in the United States, the level of private
consumption actually declined between 1973 and 1974. The weakening of consumer
demand in 19Tk resulted from a number of factors: real disposable income tended to
show weaker growth or {as in the case of the United States) declined as econcmic
activity weakened and the number of hours worked per week was cut, especially in the
more highly paid overtime hours. This was notably so in Japan and the United
Kingdom. HEven before economie activity weakened, however, inflstion eroded real
income and aroused consumer resistance and precautionary cutbacks in spending were
induced by the developing economic uncertainties. Where progressive tax systems
were in force, these resulted in increased tax rates on nominally rising incomes and
cut into real disposable income. An additional factor depressing consumer demand in
197h was the decline in the value of financial assets as equity prices, in
particular, plunged to historie lows and inflation further eroded stock and bond
values.

Rates of growth of public consumpbion in the developed market economies in
197k reflect the thrust of national fiscal policies either against inflation or
against recession. Largely as a result of enti~inflationary policies, the rate was
lower in Japan and the EEC countries with the exception of Denmark, France and the
Wetherlands. In other countries of Western Furope and in Cenada, public consumption
grew more rapidly.

The external sector provided the main impetus to growth in the EEC member
countries during the first half of 1974 but, following the slackening of demand,
especially from the United States, over-all production in the Community declined.

In Japan the external sector showed surprisingly strong growth in 1974. IExports of
goods and services, vhich represented almost 14 per cent of final demand in Japan in
1974, vere over one fifth greater in real terms in 1974 than in the previous year.
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Developing countries

For the developing countries as a whole, preliminary date indicate that the
rate of economic growth in 1974 was 5.6 per cent. 'This is somewhat below both the
International Development Strategy (IDS) target rate of 6 per cent and the average
rate attained in the Tirst four years of the Second United Nations Development
Decade, but it was achieved in spite of sluggish economic conditions in the
developed market economies and a turbulent international situation. Although each
of' the developing regions experienced deceleration in its rate of expansion in 197k,
the western hemisphere and West Asian regions both surpassed the 6 per cent target
rate, the latter by a considerable margin (see table 5).

Among the factors which helped to maintein the relatively high rate of increase
in total output was a satisfactory performance in the manufacturing sector. In
contrast, agricultural growth slowed to less than 2 per cent in 197k, well below
the target rate of L per cent and less than the rate of population growth. This
aggregative rate, however, masks significant regional differences. Reductions in
agricultural production played a major role in slowing down the rate of growth in
South and Last Asia, whereas in the other regions agricultural growth exceeded
4 per cent in 197k and contributed to better over-all results.

The disparity between the petroleum-exporting countries and the rest of the
developing countries which characterized the earlier years of the Decade continued
to widen in 197k. 1In spite oi the decision by Algeria, Irag, Kuwait, the Libyan
Arab Republic and Venezuela to reduce their petroleum output, the rate of economic
growth of the petroleum group was 7.0 per cent (its lowest in the 1971~19Th period),
while growth in the rest of the developing countries decelerated from 6.4 per cent
in 1973 to 5.3 per cent in 1974. In the western hemisphere the rate of increase in
countries other than petroleum-exporting countries was 7.5 per cent, the same as in
1973 and gbove the 19T1-1%T74 average, while the rate of expansion for petroleum-
exporting cowntries (Ecuador, Trinidad and Tobago and Venezuela) decelerated from
sbove the 6 per cent target rate to below it, mainly as a result of slower growth in
Venezuela. In West Asia the rate of growth in non-oil-exporting countries
accelerated in 1974 to 7.5 per cent while in petroleum-exporting countries it slowed
to about 10 per cent. A similar relative movement in the rates of growth was noted
in Africa though in both groups of countries the increase was below 5 per cent in
197k, Growth in the nci-oil-exporting countries of South and Last Aszia, on the
other hand, decelerat«’ from 6 per cent in 1973 to below 3 per cent in 1974, while
Indonesia maintained a rate of over 7 per cent in both years.

Of the 84 developing countries for which estimates can be made , 37 achieved
197k rates of growth in excess of the target rate of an average of & per cent
per annum for the Decade. This group accounted for sbout 37 per cent of total
developing country population and 48 per cent of total income. About one fifth of
the countries registered rates of increase in total production of more than
8 per cent; these accounted for one sixth of the total population and nearly a
gquarter of the total income. They included not only several of the petroleum-
exporting and transit countries (Beuador, Iren, Irag, Lebanon, Higeria, Saudi Arabia
and the Syrian Arab Republic) but also some of the major manufacturing countries in
the developing world (Brazil and the Republic of Korea). The recovery in
agricultural production was responsible for the high rate of growth registeved in
1974 for Chad, the Gambia and the United Republic of Cameroon. At the other end of
the scale, the group that registered a decline in total cutpub inciuded some in



which the reduction was deliberate {Kuwait and the Libyan Arab Republic), some in
which it was largely the result of disappointing agricultural performance
{Bangladesh, Honduras, Mauritius, Sri Lanka, the Sudan, Uganda and the United
Republic of Tanzania}, and some in which war and civil disturbance were responsible
{the Xamer Republic and the Republic of Viet-Nam). This group accounted for less
than one tenth of the combined developing country population and about

one thirteenth of total income (see table 6).

If the 8k countries are viewed for the period 1971-197k4, 30 countries achieved
the target rate of 6 per cent or over. This group accounted for 35 per cent of the
total population and 52 per cent of the total income. Conversely, nearly one tenth
of the countries failed to grow in this period. This group produced L& per cent of
total income and accounted for 6 per cent of total population.

When the gross domestic product is adjusted for the change in the purchasing
power of its export component, the raie of growth of the developing countries as a
whole works out to be sbout 13 per cent in 1974 (reflecting an improvement of
42 per cent in the terms of trade of their export sectors that accounted for
18 per cent of the total output). Individusl countries, often exporting a narrow
range of products, are affected differently by year-to-year changes in world market
prices. The effective increase in income, in 1974, was significantly above the
increase in output in the case of the countries exporting petroleum, bauxite,
phosphate and sugar. As a result of the markedly improved purchasing power of
petroleum exports, for example, the effective inerease in income of the petroleum-
exporting countries (45 per cent) was substantially above the increase in output
(7 per cent). On the other hand, for developing non-oil-exporting countries as a
group the adjusted total income increased by only 4.3 per cent, appreciably less
than the increase of 5.3 per cent in their output.

Centrally planned economies

In the centrally planned economies of Eastern Europe and the Union of Soviet
Socialist Republics, output growth continued at a rapid pace in 19Th, though
markedly slower than in the preceding year. The net material product of the region
increased by an estimated 6 per cent, as against the 8.8 per cent growth rate of
1973. While growth of industrial output accelerated in almost all countries of the
group, a disappointing agricultural season in the Soviet Union and the south-eastern
Buropean socialist countries and relatively weak growth of that sector in several
other countries affected over-all performance. The national income growth targets
for 1974 were nevertheless surpassed in most of the Eastern European countries. The
19T7h results brought the aversge annual growth rate of national income since the
beginning of the Decade to 7.9 per cent for the Eastern European socialist countries
jointly and to 5.8 per cent for the Soviet Union. With the exception of the latter
country, the current goals for growth of net material product under the five-year
plan are being achieved or surpassed (see table T).

The 19T4 deceleration of net material product growth in the European socialist
countries stemmed from developments on the supply side, namely, in agriculture.
Though external demand for the exports of the group weakened, this does not appear
to have affected the achievement of the oubtput programmes even in the more trade-
dependent socialist countries. Investment generally grew at a record pace,
intra-group trade accelerated in real terms, and domestic demand growth appears to
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have spilled over into the non-socialist world, as the volume of imports from the
market economies rose by probably more than 10 per cent over the preceding year's
level. Under the conditions of 1974, the domestic policies for sustained growth in
the socialist countries exerted a helpful counter-cyclical effect on outside
markets, but the region's relatively high degree of self-sufficiency limited the
impact of this growth impulse on the rest of the world.

Over-all growth of output in the Asian centrally planned economies appears to
have continued in 197k, but precise date on the rates of expansion of national
income are not available for most countries. China and the Democratic People's
Republic of Korea reported substantial increases in harvests. In China, large
output increments in the industrial sector were reported for farm machinery
production (14%.6 per cent), petroleum extraction (20 per cent) and refining
.13 per cent). The increase in crude oil output provided the base for a
significant growth of exports. In Mongolia, national income grew at 5.6 per cent,
somevhat slower than in the preceding year but above the average rate for the Ffirst
‘hree years of the Decade.

Agricultural production

World agricultural production in 1974 remained at about the same level as in
173: the developing countries recorded an increase of 1.5 per cent, the developed
ket economies registered a marginal increase - 0.3 per cent - and the
prduction of the centrally planned economies was down 1.8 per cent from the record
lrel of the previous year. Declines in production were recorded in North America,
tl USSR and South and Bast Asia. The lack of growth in world agricultursl output
111974 brought the global average annual rate of increase in the 1971-19Th period
tc2.1 per cent (see table 8). While agricultural output in 1973 had represented,
fc each economic grouping, a considerable improvement over that of 1972, the gain
he not been sufficient to allow for the rebuilding of the stocks that had been
ri down after the sharp setback suffered in 1972. The lack of growth in
agicultural output in 1974 therefore worsened the already serious food situation
inthe world.

Global production of the staple cereals - wheat, barley, maize and rice ~
delined in 19Th (see tsbles 9 and 10). Thus, the scarcity and high prices of food-
stiffs that began in 1972 and developed in 1973 continued in 19Th.

It was against a background of dangerously low food stocks, disappointing
hirvests in North America and South Asia and an absolute decline in world production
«f the staple cereals that the World Food Conference was held in Rome from
! to 16 November 197h. Among the resolutions adopted by the Conference were those
vhich: requested Covernments to participate in a global information and early
warning system on food and agriculture (resolution XVI); called for and International
Undertaking on World Food Security that would inciude a study of the feasibility of
establishing grain stocks (resolution XVII); called@ for the establishment of an
International Fund for Agricultural Development (resolution XI1I); and recommended
that donor countries provide assistance in finance or commodities equivalent to at
least 10 million tons of grains each year beginning in 1975 (resolution XVIII).

In February 1975 an increase of 2 million tons in food aid promised by the United
States for the 197L4/75 season brought the total of known commitments for 1975 to
8.8 million tons.
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Developed market economies

As a result of adverse weather conditions, the combined agricultural output of
the United States and Canada, vital in world food supplies, suffered a 3 per cent
fall in 197k from the 1973 level. In the United States, spring rains, summer
drought and early frosts plagued the crops throughout the growing and harvesting
stages in 19Th. Cold weather during September and October inflicted heavy damage
on maize and soya bean crops. In October 1974k, in view of lower estimates of the
domestic grain harvest and undiminished world demand, the United States
Administration instituted a modified system of control involving advance approval of
large shipments of grain abroad. At the same time, the main food-importing regions,
the European Economic Community and Japan, agreed to curtail their imports of
American grain and the USSR and China reduced their orders,

Several types of asgricultural produce encountered declining demand and prices
in 1974. The demand for cotton fell off as a result of weakening demand for textile
goods stemming from the economic recession, and the demand for soya beans for
livestock and poultry feed decreased as declining income reduced the demand for
meat. The costs of raising cattle, hogs and poultry increased as & result of
higher prices of feed and other inputs while their market prices fell because of
increased slaughtering of cattle in the face of slower growth in meat consumption.

The Canadian wheat crop was adversely affected by weather conditions throughout
197k: late thaws which delayed sowing, lack of rain during the growing season, cold
and wet weather during the harvesting season. Both the quantity and the quality of
the wheat suffered and part of the crop was suitable only for feed purposes.

Western Europe registered a moderate increase in agricultural production in
1974. Unfavourable weather conditions caused damage to crops in several countries:
an unusually dry summer reduced grain production in France, and heavy rains in
August and September reduced the production of root crops in Belgium, the Federal
Republic of Germany and the Netherlands. In the United Kingdom, farming
operations were interrupted in the autumn by cold and wet weather.

Among the southern hemisphere countries, Australia and South Africa harvested
substantially increased crops in 1974 compared with the low production in 1973,
when heavy rains damaged the vwheat crop in Australia and drought reduced the maize
crop in South Africa. On the other hand, agricultural output was down in
Hew Zealand; severs drought there resulted in a decrease in milk production in the
first half of 197h and, because of heavy slaughtering, the number of dairy cows fell.

Developing countries

The rate of growth of agricultural production in the developing countries in
1974 (1.5 per cent) was in line with their average rate over the 1971-1974 period.
It represented a sharp decline from the rate of expansion registered in 1973 vhen a
number of countries recovered from the set-back of 1972. Thus for three of the first
four years of the Decade, the over-~all increase in food production failed to matceh
the rate of population growth (see table 11). The disappointing result in 197k was
almost entirely due to a reduction of output in South and Tast Asia which largely
offset the gains achieved in other developing regions. While adverse weather was
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primarily responsible for the unsatisfactory performance of the farm sector in many
developing countries, higher costs and curtailed supplies of fertilizer and other
inputs also limited agricultural growth.

Almost half the developing countries, accounting for over a third of the
population, achieved 19Tl rates of agricultural growth in excess of the International
Development Strategy target rate of an average of L per cent per ammum for the
Decade. Tearly a sixth of the developing countries registered a decline in
agricultural productiocn in 19T4. This group included some of the largest developing
countries (Algeris, Bangladesh, Burma and India) in which over 40 per cent of the
population of the developing worid live.

Over the whole 1971-19T7k period, rather less than a third of the developing
countries achieved the target rate of 4 per cemt. This group accounted for less
than a sixth of the total population. At the other end of the scale, over half the
countries, accounting for two thirds of total population, failed to maintain the
per capita level of agricultural production.

Western hemisphere countries had a generally satisfactory year of agricultural
grovth, remistering a 5.2 per cent increase over the 1973 level. Higher prices for
most of' their agricultural exports and increased costs of agricultural imports
encouraged expansion in grain, oil-seed, suger and cotton areas. Most of the
countries in the region enjoyed agricultural growth above the target rate of
4 per cent, notably Argentina, Brazil, Colonbia, Chile, Paraguay and Venezuela,
where agricultural expansion was more than 6 per cent. However, in some countries
unfavourable weather either allowed of only minimal increases, as in Fcuador and
Mexico, or resulted in reduced output, as in Costa Rica and Honduras.

Two consecutive years of agricultural growth made good the decline recorded in
1972, and per capita food production in the western hemisphere regained the 1971
level (see table 12). In some Latin American countries, however - Bolivia and
Honduras, for example - food was still in short supply in 197L., To keep prices
down, these countries subsidized food imporis and increaszed =ubsidies to the
agricultural sector to encourage food production.

The developing countries of Africa registered a substantial recovery in
agricultural production (4.0 per cent increase) in 1974 after a decline in the
previous year. In West Afriea, particularly the Bahel subregion - Chad, Mali,
Mauritania, the liger, Senegal and the Upper Volta - the long drought was broken and
several countries in the region - notably Chad, the Niger and the Upper Volta -
harvested bumper crops. HNormal rains in the main grain-growing areas enabled
Ethiopia to recover from the famine conditions of 1973. In Morocco, increased use
of fertilizer and irrigation, combined with normal precipitation, produced a record
crop. Un the other hand, adverse weather affected production in some countries in
East Africa (Burundi, Rwanda, Somalia and the United Republic of Tanzania) and the
North African countries of Algeria and Tunisia (see table 13).

Largely as a result of favourable climatic conditions agricultural production
in West Asia increased by 9.0 per cent in 1974, as against a 5.8 per cent decline
in the preceding year. The swing in Food production was particularly great in
Irag, Jordsn and the Syrian Arab Republie.

In sharp contrast to the other developing regions in 197k, agricultural
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production declined in South and East Asia. This was primarily the result of
floods in Bangladesh and Burma, low monsoon rainfall in India and warfare in the
Khmer Republie. After a strong recovery in 1973 of the agricultural sector in
Thailand, there was no further gain in 19Thk. Malaysia, Pakistan and the
Philippines achieved significant gains in 1974 though smaller than in 1973: in
Pakistan adverse weather and reduced use of fertilizer ~ as a result of rising
prices and poor distribution - held down the increase, while in the Philippines
crops were damaged by typhoons. Shortages of nitrogenous fertilizer also affected
agricultural output in Bangladesh and India.

In response to rising prices of food-grains on the world market, most of the
countries of the region revised their domestic price policies. India, Indonesia,
Pakistan and Thailand increased farm-gate prices to encourage increased production.
Combined with favourable weather, this policy enabled Indonesia to harvest a record
rice crop, raising the prospect of smaller import requirements in 1975. Although
total agricultural production did not expand significantly, higher prices motivated
Thai farmers to produce record crops of rice and maize. Thus, after a period of
export control, exportable supplies were significantly increased for 1975.

Centrally planned economies

In the centrally planned economies of Rastern Europe and the USSR, agricultural
output in 1974 did not reach the record level attained in 1973. Relatively modest
production increases in the Fastern Buropean countries were more than offset by a
smaller harvest than in the preceding year in the Soviet Uniorn, and the output of
the region as a whole declined by 1.8 per cent.

The drop in output for 197L brought the average annual rate of increase of
agricultural production in the area since the beginning of the Decade to
2.9 per cent, lower than the trend rate for the 1960s. The shortfall was caused
by lagging growth in the Soviet Union vhere, twice during the period, erop
production declined from one year to the next. In the Eastern European countries,
even though annual plan targets were not attained in 197k, output expansion over
the first four years of the 1970s of almost 5 per cent has been well above the
target rate of the combined five-year plans and almost twice the growth rate of the
preceding Decade (see table 14). 2/

In the USSR, unfavourable weather conditions during the critical growing
period reduced the 19Tk wheat harvest to 84 million tons, the lowest level since

2/ The change in pace of growth is in both cases especielly wmarked in
comparison with the preceding quinquemnium. Agricultural output growth dropped
from 4.2 per cent annually over the period 1965-19T70 to 2.0 per cent over the
period 1970-197h in the USSR, if measured as a compound rate between end years,
and rose from 2.3 per cent to 4.8 per cent in Bastern Europe. The deceleration in
the Soviet Union is equally noticeable, though less steep, if a four-year moving
average is used to take account of rising absolute levels and intermediate years of
high output: from an average growth of 4,0 per cent annuaelly over the period
1963—195E to 1967-1970 to an average of 2.8 per cent over the period 1967-1970 to
1971-1974.
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1969 and below the 1966-1970 average. Output of the feed~grain crops, barley, oats
and corn, however, appears to have held up rather better, and the total grain
harvest of 196 million tons, although below the 1973 level, was higher than the
average for 19T1-1973. Below-normal temperatures in the main growing areas also
damaged root crops, and output of sugar-beets and potatoes fell below the average
levels for 1966-1973. A record cotton harvest and satisfactory levels of vegetable
production partially offset losses sustained in other crops, but total crop outpub
probably declined by more than 12 per cent. Output of livestock products - meatb,
milk, eggs and wool - inereased by over 6 per cent, and this held the over-all
decline in agricultural production to less than 4 per cent. 3/ Reserve stocks in
the crucial grains from the bumper harvest of 1973 and imports, as well as the
sustained growth in feed-grain crops, appear to have prevented the harvest downturn
from spilling over into additional demand on world markets as was the case in

1972/73.

In Eastern Europe the 1974 crop in the countries of the norther tier - the
German Democratic Republic, Czechoslovakia, Hungary and Poland - was affected by
excessive precipitation during the late autumn which caused problems with the
harvesting of roobt crops as well as delays in the seeding of winter grains. The
potato yield was generally poor, and in Poland the decline in sugar-beet output
caused the cancellation of several export contracts. In Hungary the wine harvest
was also affected. However, bumper wheat and barley crops were reaped in most of
these countries. In Bulgaria and Romania, on the other hand, the major grain crops
were damaged by drought, and over~all agricultural output growth was negligibie or
negative. Livestock production, by contrast, continued to expand in all countrieg
of the group. This offset the crop losses in the northern-~tier countries. Herd
levels were maintained or expanded even where, in view of the harvest results, this
must have put some pressure on the fodder balances.

Good agricultural resulis were attained in several of the Asian centrally
planned economies. In China, total grain output in 1974 was officially reported to
have shown a "fairly big" increase over the record level of 1973, which may have
been about 257 million tons. E/ Surpluses in grain production have been noted in
several northern provinces which are traditionally grain importers. Record harvests
are also reported for cotton and there were increases over the 1973 output level
for oil and silkworm crops. In the Democratic People's Republiic of Korea, food-
crop production is reported to have grown faster in 197k than in the preceding
year, with a total grain output of more than 7 million tons, a level which was
originally set as a target for 1976. In Mongolia, agricultural output increased by
3.8 per cent, reflecting substantial increases in livestock production. The
relatively insignificant field crop sector showed a 31 per cent decline from the
record 1973 level.

3/ Changes in crop and livestock output totals estimated from the reported
volume of individual products and product groups, aggregated with 1973 average state
procurement value weights.

E/ The 1973 harvest was officially stated to have been larger than the
250 million tons gathered in 1971 (Peking Review, 1974, No. 1); the figure of
257 million tons was reportedly given to a Japanese delegation visiting Peking in
September 1974 {Far Bastern Kconomic Review - Asia Yearbook, 1975 (Hong Kong),
p. 165). Chinese grain statistics include a grain equivalent of tuber production
{potatoes, yams) on a conventional basis of four tons of tubers equalling one ton
of grains.
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Industrial production

World industrial output rose by about 3 per cent in 1974 compared with
9.5 per cent in 1973 and about T per cent in 1972. The marked slow-down in 197k
reflected primarily the stagnation in industrizl activity within the developed
market economies as a whole in 1974 after a sharp upswing in the two preceding
years -~ 9.5 per cent in 1973 and 6.5 per cent in 1972. In contrast, the 8.5 per cent
increase in industrial output in the centrally planned econcmies in 1974 represented
stronger growth than in any of the three preceding years. For the developing
countries the rate of growth in industrial output in 1974 -~ 7.7 per cent -~ while
lower than the rate in eithex of the two preceding years, was in line with the
group's average (7.9 per cent) for the period 1971-197hk (see tzble 15).

Reflecting the slow-down in industrial activity, world production of copper,
zine, lead and tin was lower in 197k than in the previous vear, while that of a
number of major commodities, inecluding coal, petroleum, iron and steel, recorded
smaller percentage gaing in 19T: than in the two preceding years. Output of
passenger cars was 9 per cent lover than in 1973, while the number of commercial
vehicles produced was unchanged (see table 16).

Developed market economies

The zero growth rate in industrial activity recorded by the developed market
economies as a whole in 1974 - reflecting weaker growth than in 1973 for some
countries and a decline in others {see table 17) - brought the annual average rate
of growth in industrial output for the group in the period 1971-19Th to 4.4 per cent.
Between 1973 and 1974, industrial output declined by 0.5 per cent in North America
and by 2.3 per cent in Japan. In Western Burope as a whole, industrial output rose
by about 1 per cent between 1973 and 1974 while in the developed countries of the
southern hemisphere an increase in industrial output of 3.3 per cent was recorded.

The reversal of the industrial boom of 1972-1973 into industrial slow-down in
most developed market economies and recession in some was indicated in the second
half of 1973 and was signalled more sharply in the early months of 19T7hk. The
reversal was related at first to supply forces and to anti-~inflationary measures
adopted by CGovernments but soon came to be affected by a substantial weakening or
downturn in demand. Following the period of strong concurrent growth which occurred
in the major developed market economies in 1972 and the first half of 1973, supply
constraints began to make themselves felt, in the form of shortages of some raw
materials exacerbated by attempts to stockpile, shortages of capacity in some
sectors and shortages of some types of skilled labour. These supply shortages and
the associated rise in commodity prices, as well as strong wage pressures, induced
some Governments in 1973 to medify their wmonetary and fiscal policies in order to
contain domestic demand. In May 1973, for example, the Federal Republic of Germany
imposed an 11 per cent tax on private capital expenditures, and in December 1973 a
Japanesze budget called for a large cut-back in real expenditures, including a
freezing of public works budgets which had doubled since 1970. As the year 197k
unfolded, however, demand weakened and other characteristics of recession became
evident in a number of the major developed market economies, partly as a result of
the decline in construction - reflecting earlier speculative overbuilding as well as
the high interest rates associabed with tight monetary poliecies ~ partly owing to
the erosion of real income through inflation and the progressivity of taxation in the
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face of rising prices together with the associated tendency of consumers to delay
postponable purchases, and partly as a result of a decline in purchases of
machinery and eguipment because of finanecing difficulties and weakness in
consumption demand. With the slowing down of economic activity, these pressures
were reinforced by growing excess capacity, attempts to liguidate inventories, and
reduction of employment and hours of work. And just as the upsurge of economic
activity had been highly synchronized among the developed market economies so the
stagnation and downturn in 1974 was highly synchronized, leading to a sharp
downturn in the rate of growth in trade among them and in imports from the rest of
the world.

Investment in machinery and equipment had been a major component of the
1973 upsurge in industrial activity in almost all developed market economies,
except the Federal Republic of Germany. In the light of the supply constraints that
had emerged by mid-1973, further increases in fixed capital investment were planned
for 19Th. As indicated above, however, the second quarter of 197k saw outlsys for
machinery and equipment beginning to decelerate or decline in most of the industrial
market economies. Among the factors that contributed to this turn-around were
finaneing difficulties. Beginning in the second half of 1973, interest rates had
begun to rise and by wid-19T7h the cost of borrowved money wa&s extremely high by
historical stendards. Japean, in addition, imposed administrative restraints on
private invesiment in 1974. At the same time, weakening consumer demand began to
result in some under-utilization of capacity. The decline in residential
construction resulted in weakness in allied industries, especially those producing
building materials, durable household goods and furnishings.

The cut-back in petrcleum supplies in the winter of 1973/7h also depressed
industrial production, especially in Japan, where imports of crude petroleum -
which provide over 70 per cent of the country's total energy and which had been
increasing at an annual rate of about 12 per cent - were only a little over
1 per cent higher in the first quarter of 19Th than in the corresponding quarter a
year earlier. Imports of crude petroleum into the United States - which had
accounted for about one fifth of the country's total supply - fell by over
14 per cent in the first quarter of 197l compared with the first quarter of 1973.
In the United Kingdom, the shortage of petroleum was aggravated by the actions of
the coal miners which resulted in a 56 per cent fall in coal production between the
first guarter of 1973 and the first guarter of 1974 and the imposition of a
three-dasy work week in order to conserve energy. The United Kingdom's industrial
output, seasonally adjusted, declined by over 5 per cent between the Tourth guarter
of 1973 and the first guarter of 197k.

As 1974 advanced, weakness in demand became the main cause of the deceleration
or decline in industrial production. This reflects both the slow-down in the
growth of consumer income and a change in spending patterns induced first by
resistance to high prices and later, when the pace of inflation begins to slacken,
by postponement of purchases against the hope of lower prices in the future.

By September 197k, the industrial output of the developed market economies
was 0.2 per cent below the corresponding level in 1973; in Japan it was down
L.7 per cent and in Worth America 0.7 per cent. The production of basic metals
was down O.% per cent in the developed market economies as a whole but down
h.8 per cent in Japan and 6.3 per cent in the United Kingdom, Output of metal
products showed no over-all change, though in the Federal Republic of Germany it
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was down by 2.1 per cent. Output of the textile, clothing and leather branches was
down by 6.6 per cent in the developed market economies as & whole, though in Japan
it was down by 20 per cent and in North America by T per cent.

In the United States the seasonally adjusted industrial production index fell
back by 2.1 per cent between the last quarter of 1973 and the first quarter of
1974, mainly as a result of the increased price of petroleum and uncertainty
concerning its supply. The downturn was sharpest, by far, in automobile production
where output was 25 per cent lower.

Beginning in June 1974, the output of building materials declined steadily and
output of textiles shared in the world-wide slow-down in the industry in 197h.
Despite the weskness in individual industries, over-all industrial output held at
the average 1973 level through the first three gquarters of 19Tk, but started to
decline in October and fell off by 2.5 per cent in November and by about 3 per cent
in December. The decline in ocutput in the last guarter affected almost all
branches but was especially sharp in durable consumer goods, household goods and
clothing.

As compared with the United States, the Canadian automobile industry fared |
somewhat better in 1974 but, associated with the sharp decline in home~building, l
there was a softening in demand for durable goods, while industrial goods for
export suffered from the slow-down in world trade. TFor 197k as a whole, Canada's
ipdustrial output was about 2 per cent greater than in 1973.

In the European Leonomic Community industrial production showed little, if
any, real growth throughout the year: in the United Kingdom it was 2.9 per cent
lower in 19T7h4 than in the previous year, in the Federal Republic of Germany there
was a slight decline, and in France there was an increase of about 1 per cent. In
general, with the exception of the automobile industry, export industries fared
best and showed the greatest capacity utilization, particularly in France and the
Federal Republic of Germany. The depression in the construction sector was
reflected in sluggishness in allied industries.

Most of the smaller countries of Western Europe experienced somewhat stronger
growth in industrial output in 1974. In Sweden, this reflects an expansionary
fiscal policy, and in Norway oil-related activities contributed to that country's
industrial growth in 19Tk. In both countries, industrial output rose by & per cent
between 1973 and 1974, as it had in the preceding interval.

As already noted, the impact on Japanese industry of the cut-backs in
petroleun production and the sharply increased prices was immediate and extensive.
The consumption of oil and electricity by industries was reduced by 10 per cent on
a voluntary basis in November 1973 and by 15 per cent in the following month. In
February 1974 the curb became mandatory. Manufacturing output was immediately
affected, since oil-burning plants provide 77 per cent of the national output of
electricity and few manufacturers have alternative sources of power. The
seasonally adjusted index of industrial production fell by 5 per cent between
November 1973 and April 1974k, and the repercussions were felt well beyond the
borders of Japan. 5/ After May, under the influence of deflationary monetary and

5/ Shortages of supplies of petroleum-based inputs caused disruption in the
manufacturing industries of a number of developing countries of Asia - Hong Kong
and India, in particular. Input shortages experienced by the Japanese chemical
fertilizer industry were felt in turn by importing developing countries as shortage:
in supplies of fertilizer. :
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fiscal policies, the seasonally adjusted index of industrial production fell in
almost every month of the year. ot only was cash liquidity in business low and
borrowing costs high but the slump in residential construection was felt in allied
industries and consumer demand continued to be depressed. Qubtput was diverted to
external markets: +the volume of merchandise exports, of which industrial products
account for well over 90 per cent in value terms, was 17 per cent greater than in
1973. [Kevertheless, in the last quarter of 197k, industrial output in Japan was
12 per cent lower than in the corresponding quarter of the previous year.

Developing countries

The rate of growth of industrial production (mining, manufacturing,
electricity, gas and water) in developing countries slackened in 197k from the high
rate achieved in 1973: at 7.7 per cent, however, it was still in line with the
average rate for 1971~19TL4. This deceleration occurred in all the regions, but
most notably in Asis. Mining activity sloved down considerably from its upsurge in
1973, reflecting chiefly the decline of crude petroleum production. A swing from
expansion to contraction was also recorded in the production of most of the
non-ferrous metals. On the other hand, the developing countries appear to have
attained the target growth rate of 8 per cent for menufacturing set in the
International Development Strategy. The rate of expansion was higher in heavy
manufacturing than in the light manufacturing sector (see table 18). In many
countries the performance of the industrial sector was strongly influenced by what
happened in the agricultural sector as well as by changes in external demand for
the major export commodities. Thus the recession in economic activity in the
developed market economies caused a sharp industrial slow-down in a number of
developing countries after the middle of 1974, most notably among the countries
specializing in exports of manufactures and industrial rav materials.

In the western hemisphere the decline in the level of production of crude
petroleum and natural gas was responsible for a marked decline in mining growth.
Manufacturing output rose by 7-8 per cent in 1974, somewhat below both the record
rate of more than 9 per cent for the previocus two years and the average rate of the
three preceding years (8.4 per cent). Countries that exceeded the International
Development Strategy target rate of 8 per cent included two cil-exporting countries,
Ecuador and Venezuela. Other countries achieving similar high rates eof growth
included Colombia, {osta Rica, Nicaragua and Peru. There was also a sustained
increase in manufacturing output in Argentina, Brazil and Mexico, refleecting
increased capacity financed in large measure by foreign investment., As the year
advanced, however, restrictive monetary and fiscal policies adopted by the
Governmwents of Brazil, Colombia and Mexico to check inflation and the deteriorating
balance of payments reduced the pace of industrial growth in these countries.

Deceleration in industrial growth in Africa was due primarily to the
performance of the mining sector. Production of crude petroleum was down by
6.3 per cent in 1974 owing to a large cut in output by Algeria and the Libyan Arab
Republic (see table 19), while thc output of most other minerals rerained more or
less constant. In contrast, manufacturing output inecreased by 7-8 per cent, as it
had in earlier years of the Decade. In a number of countries - including Anpola,
Botswana, the Gambia, Guinea, the Ivory Coast, Lesotho, Senepal and the United
Republie of Cameroon - an increase of more than 8 per cent in industrial output was
associated with an expansion of 4 per cent or more in agricultural production., In
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other countries, manufacturing growth was spurred by inecreasing export earnings:
Algeria, Gsbon, the Libyan Arab Republic and Nigeria benefited from mounting oil
revenues, and Morocco, Tunisia and Togo from higher phosphate earnings, while in
Egypt and the Ivory Coast a sustained increase in manufacturing output was made
possible by increased capacity financed largely by foreign capital. On the other
hand, several African ecountries failed to expand manufacturing cutput. For the
first time in a decade, Kenya recorded a slow-dowvn in the growth of manufacturing
industry: this reflects reduced Inputs from poor agricultural harvests and a
shortage of imported materials.

In Asia the pace of industrial growth slackened in 197h as a result of a
marked slow-down in beoth mining and manufacturing. The growth of mining was
moderated by the reduced level of petroleum producticn in Iraq and Kuwait and by
smaller increases in other petroleum-producing countries. Manufacturing growth,
although reduced considerably from the average 19T71-1973 rate because of a slow-down
in food processing and in textile and chemical production, achieved the
International Development Strategy target rate of 8 per cent in 197h.

Despite great industrialization efforts in West Asia in recent years, i
manufacturing accounts for a relatively small share of the total production, except
in Israel and, to a less degree, in Lebapon. Though small, the sector exhibited
considerable vitality in 197h. Since many industries in the area are based on !
agriculture, the bumper crops in 197L contributed to increased activity, as did the
higher revenues from petroleum. The oil-producing countries embarked on massive
industrislization programmes comprising not only refining and other petroleum-based
processes but also the production of construction materials and transport
equipnent as well as food products. Some of these economic diversification
projects were jointly planned by countries whose own indusirial markets were too
small to sustain them.

In Southk and East Asia manufacturing growth was moderated by poor agricultural
performance as well as by the slackening of external demand for the products of
export-oriented manufacturers. It was also adversely affected by reduced supply OfG
fuel and certain industrial materials such as plastics, especially in the first
quarter of 197h.

Industrial output in India rose by 2.5 per cent in 197k as compared to
0.7 per cent in 1973. This low growbth is attributable in part to shortages of fuel
and electricity, and agricultural inputs. Industrial production was similarly
affected in Bangladesh and Hepal. Pakistan increased manufacturing output by
& per cent largely as a result of a liberal import policy which increased both the
supply of raw materials and the inflow of capital. ;

In Hong Kong, the Republic of Korea and Singapore, manufacturing activity was
seriously affected by externasl developments. Not only did their supplies of :
energy and rav materials increase greatly in cost - as well as become quite scarce |
at one stage -~ but their main markets in the developed market economies shrank '
steadlily during the year as the recession in demand spread. In the Republic of
Korea, for example, the increase in manufacturing production over the correspondlngi
quarter of 1973 declined from kb per cent in the first guarter of 197k to little |
more than 8 per cent in the last quarter. In Indonesia, Malaysia, the Philippines |
and Thailand, the level of industrial activity was similarly affected as the year
progressed by the slackening in demand for their export-oriented raw materials. In,
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these countries increased production capacity - induced by the 1972-1973 boom -
became available at the time when exbternal demand for their goods was dwindling.
The resultant reduction in the level of production in the major export industries
began to damp down domestic demand as well. Demand for residential buildings and
consuner durables fell drasticelly, thus making even more unfavourable the climate
for manufacturing growth.

Centrally planned economies

Industrial production in the centrally planned economies of Bastern Burope and
the USSR increased by 8.5 per cent in 1974, the highest annual growth rate recorded
since the beginning of the 1970s. Furthermore, except for Bulgaria and Romania the
increase exceeded the target growth rates in the annual economic plans of all
countries. Romania, which had not achieved its anmbitious target of & 17 per cent
expansion in industrial output, nevertheless recorded the highest growth rate in
the group. In Bulgaria, where the pace of expansion slowed from the preceding
year, industrial activity was affected by the severe drought which reduced
supplies of agricultural raw materials.

Over the firsit four years of the present wmid-term planning period (1971-1975)
industrial output of the region grew at an average annual rate of 7.8 per cent,
approximately as envisaged in the combined growth programmes. Bulgaria and the
Soviet Union are somewhat behind the schedules set by their five-year plans, even
though in the Soviet Union the actual production increment in 19Tk was larger than
that planned for the year. ALl the other countries attained higher growth rates
over the period than they had planned. Poland and Romania, in particular, are
running substantially ahead of their targets, with annual growth rates which have
accelerated from year to year during the period (see table 20},

Gains in labour productivity were the main sources of industrial output
growth in 1974, Increases in output per worker accounted for 7O to 90 per cent of
the incremental output in all the countries of the group except Romania, where
employment growth was again very high and accounted for more than one half of the
production growth (see table 21).

In a number of countries, the output of consumer goods grew at a markedly
accelerated pace. This was true in particular in the German Democratic Republic
and Poland, where production of consumer goods grew faster than total industrial
output, and also in the Soviet Union, where, however - in spite of a T.2 per cent
increase - the annual plan target was not quite reached because of lagging growth
in iight industry. The goal of the Soviet five-year plan, to have output of
consumer goods expand faster than that of producer goods over the period, was not
zbtained in 197k or in the preceding two years, and appears now to be out of
reach. ‘The annual plan for 1975 envisages more rapid growth in producer goods, bub
sets targets for both commodity groups which are modest relative to the 1974
experience.

The current phase of industrial expansion in Lastern Europe and the USSR is
characterized by special emphasis on chemical industry and technology-intensive
sectors, such as electronics, but, as in the past, machine building remains the
backbone of industriazl growth. Output growth in the engineering industries
exceaded the industry-wide average in all countries except the German Democratic
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Republic, with growth rates ranging from 17 and 20 per cent in Poland and Romania
to 7~8 per cent in the most industrialized countries of the group, Czechoslovakia

and the CGerman Demccratic Republic., Only slightly lower growth rates were generally

registered in the chemical and petro-chemical sectors.

Output of fuels and energy in the region continued to expand, but at a
substantially slower pace than total industrial production. However, the growth
rate of output of the chief primary fuels (hard coal, petroleum and@ natural gas)
appears to have increased somewhat, from about 4.5 per cent in 1973 to an estimated
5 per cent in 197k, mainly owing to accelerated growth in Soviet natural gas
production. 6/ Unless brown coal extraction in the German Democratic Republic and
Czechoslovakia declined more sharply than has been the case recently, the increase
in total fuel production in the area should have been larger in 19Tk than in the
earlier years of the Decade. Electricity output increased by 6.4 per cent, which
represents a continuation of the slowing growth trend evident since 1971, even
though significant new generating capacity was put into operation during the year
in most countries of the group.

Energy

The actions affecting the supply and price of petroleum in 1973 and 19Th
brought about a world-wide reappraisal of national policies in respect of energy
production and use. The previous 20 years had seen a rapid and continuocus swing
from solid to liquid and gaseous fuels. Some of this reflected the growth of
specific forms of consumption - as in road and air transport and the petro-chemical
industry - but some, especially in power generation and space heating, represented

convenience preferences and cost advantages. The result was a major increase in the

role of imports in total energy supply. By 1973 the 13 members of the Organization
of Petroleum-Exporting Countries (OPEC) accounted for 55 per cent of world
production of petroleum and 90 per cent of world exports, with almost half of all
exports coming from West Asia.

Policies reflecting the anxiety that energy-importing countries felt about the
security of supply and the urgent need to adjust consumption to the greatly
increased prices of petroleum in 19Th were also affected by environmental
considerations that had risen rapidly in importance since the mid-1960s. In some
of the major industrial countries, measures to restrain the use of polluting fuels,
the expansion of petroleum refineries in built-up areas, the exploration of loeal
off-shore deposits and the exposure of coal seams by the stripping of over-burden
combined to slow down the reaction to the change in price relationships and dilute
the desire to reduce dependence on imports. Thus 197k saw the elaboration of both
short-term emergency programmes and longer-term adjustment policies. The former
tended to lean heavily on voluntary conservation while the latter attempied to
effect changes in the supply of energy as well as in the growth and pattern of
demand.

§/ The hard coal output of the group rose by an estimated 2.5 per cent.
Petroleum cutput increased by 6.9 per cent and natural gas by 10.L4 per cent in the
Soviet Union and probably by very small absolute amomnts in the other producing
countries. Quantities of the three commodities were aggregated with unit value
weilghts obtained from Soviet foreign trade data for 1973.
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Developed market economies

In the United States, short-term conservation measures included the curtailment
of gasoline supplies for private transportation during the winter months and the
advocacy of a number of voluntary energy-saving measures. In the evenit, the
combined effect of the Arab oll embargo, higher prices, the economic slow-down,
conservation measures and a relatively mild winter was to reduce United States
consumption of energy by sbout 4 per cent in 197k, the first decline in 22 years.
This reduction did not change the share of imported oil in United States energy
consumption, however; this remained at 17.6 per cent. 7/ The cut-back was mainly in
domestic petroleum production which continued to decline from its 1970 peak. A
further effort teo reduce imports was made in February 1975 when import fees on crude
0il and petroleum products were increased by $1 per barrel.

In Japan, where petroleum, virtually all imported, accounts for over
T0 per cent of total energy consumption, the Government in November 1973 requested
a reduction of 10 per cent in the average rate of oil and electricity consumption
by industries and utilities. In Decemwber the requested cut was raised to
15 per cent and in February 1974 it was made mendatory. In the United Kingdom, a
10 per cent reduction in the supply of oil to industry was imposed in November 1973
and in November 1974 the value-added tax on gasoline was trebled. Gasoline
rationing was imposed by OSweden for a three-week period towards the end of 1973 and,
as a result of restriction and conservation, oil consumption was reduced by
10 per cent in 1974. The French Government rationed the use of domestic heating
fuel and announced a value ceiling on petrolewn imports in 1975 which, at 197)
prices, represented a 10 per cent cut-back from the 19Tk import volume.

The longer-range energy plans formulated in 1974 had a number of common
characteristics: conservation; reduced dependence on imported oil; increased
investment in indigenous energy sources including nuclear energy; and, in countries

7/ According to preliminary figures of the United States Department of the
Interior, the composition of United States total energy consumption in 1973 and
1974 was (percentage):

1973 197k

Petroleum k6.6 4.8
Domestic 29.0 27.2
Imported 17.6 17.6
Natural-gas 30.4 30.4
Donmestic 26.0 £9.1
Imported 1.4 1.3
Coal, bituminous and lignite 17.6 17.8
Hydro-power 2.4 k.o
Huclear power 0.2 0.2
Other 2.8 2.6
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where water resources exist in adequate scale and quality, new hydro-power
development; intensified research into the harnessing of solar, wind, tidal and
geothermal energy and other less conventional sources of energy such as organic
waste and methanol from wood and low-grade coal.

The energy options of the United States include the extraction of oil from
shale, increased coal production, increased drilling for oil and natural gas,
bath on-shore and off-shore, and increased production of nuclear energy and
extraction of energy from the earth's interior. In May 1975, the Government
called for the conversion of a number of inland power stations from oil to coal.
A rapid expansion in coal output faces many difficulties, however. The production
of coal by strip-mining, which accounts for one half of the coal produced in the
United States, has been opposed because of the damage done to the land's surface.
Under legislation passed by Congress in May 1975, mining companies have been
required to restore strip-mined land to other productive use. Arguing that a
provision of this nature would unduly inhibit production, the President vetoed the
measure. In the meantime, the stepping-up of oil exploration was reflected in a
21 per cent increase in the number of wells drilled during the first half of 19Tk

compared with the corresponding period of the previous year. 8/ The most promising

source of new oil supplies in the near future, however, is the North Slope of
Alaska which is expected to yield 1.2 million barrels of petroleum a day from the
start of operations in 1977 and 2 million barrels a day by 1980, Outside the
Prudhoe Bay area of Alaska, even larger oil deposits are known to exigst and there
is expectation of an eventual output of 5 million barrels a day.

In Canada, between 1961 and 1973 the demand for petroleum for home
consumption and exports rose faster than the supply from domestic production and
imports, 8.7 per cent per annum as against 8.4 per cent. 9/ In November 197k
legislation was passed cutting back oil exports to the Inited S8tates as from
1 January 1975 and possibly phasing them out completely by 1982. The object was
to postpone the time when local production would be overtaken by local demand
which, given existing trends, could be expected by 1982. Such a deficiency seems
likely to be further postponed by the discovery of major reserves of natural gas
in the Aretic islands area.

An energy plan produced by the Commission of the European Community in 19TL
included a recommendation for a 10 per cent reduction in energy consumption
compared with previous 197L-1985 forecasts. Petroleum consumption would be

8/ Source: The American Petroleum Institute.

9/ Percentage annual change, 1961-1973
Demand

Domestic consumption 5.k

Exports 17,0

Total demand 8.7

Supply
Production 11.2
Importe 5.1
Total supply 8.4

-1 I




reduced from 61 per cent to 40 per cent of total energy use, coal and other solid
fuel production would remain constant but its contribution to total energy would
drop from about 25 per cent to 15 rer cent, natural gas consumption would be
stepped up from 13 per cent to 25 per cent, and nuclear energy from 1.5 per cent
to 17.5 per cent. In the light of this, coal producers launched a plan to
revitalize the Community coal industry by the adoption of a long-term coal policy
to attract new manpower and generate new investment. In 197k, however, production
of hard coal in the Community was gbout 10 per cent below the previous year's
level, with production down in each of the five major preducing countries. TFrance
announced its intention to stop the run-down of its coal industry and the Federal
Republic of Germany formulated an energy research programme in which the largest
single sum (DM 616 million) was earmarked for improving coal-mining technology and
productivity and for improving the methods of obtaining gas and oil from coal.

As a result of the first decade of development work in the North Sea, new
energy options based on local oil and natural gas have emerged for Worway and the
United Kingdom. The first flow of petroleur into the United Kingdom is expected
by 1976, and estimates set "firm" production by 1980 at over 2 million barrels per
day (equivalent to the 19T4 level of United Kingdom consumption). The official
estimate of proven and probable reserves in the United Kingdom is 9.9 billion
barrels, but eight new discoveries made in the first half of 1975, plus reserves in
areas not yet licensed, could treble this estimate. Official estimates of natural
gas production suggest 6 billion cubic feet per day by 1980 or the equivalent of
1 million barrels of oil. Actual production was 3.5 billion cubic feet daily in
1974 and the share of natural gas in total energy consumption in the United
Kingdom increased to nearly 16 per cent compared with 12.5 per cent in 1973.

Norwegian production of off-shore oil and gas is expected to exceed domestic
requirements in 1975. It is not clear to what extent Norway will become an
exporter, however; the Government's White Paper on the subject, issued in 197k,
revealed a cautious attitude towards exploitation of undersea oil resources and the
use of government oil incomes and a desire to avoid rapid changes in the structure
of the Norwegian economy.

In the Netherlends, where the use of fuel oil fell by one third in the three
years following 1969 when plentiful supplies of natural gas gt competitive prices
came on the market, almost half the domestic energy requirements are now serviced
by natural gas, and saturation of the domestic market is believed to he
indicated by a slowing of the rate of increase in sales 0 gas utilities. The
volume of exports, which has been rising by sbout 30 per cent annually in recent
years, is estimated to have accounted for half the total volume of sales in 197k,
with France and the Federal Republic of Germany as the leading buyers.

France, which lacks large-scale coal deposits and is unlikely to discover
reserves of North Sea oil, is almost 80 per cent dependent on external sources of
energy. To reduce this dependence, it embarked on a programme of nuclear power
expansion in 1974, based on its large but low-grade uranium reserves. By 1985
nuclear pover is projected to provide over 80 per cent of the country's electricity
and a fourth of total energy requirements.

In Japan, which is almost completely lacking in conventionazl indigenocus
sources of energy, the desire to ensure & stable energy supply end diversify the
country's energy resources induced urgent consideration of the possibilities and
implications of greater use of nuclear and solar energy and liquified natural ges
as well as & wider spread of the sources of petroleum imports.
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Along with the formulation of these new energy policies came efforts to
promote closer relations among oil-consuming nations. Following a conference
convened by the United States in February 1974, an Inergy Co-ordinating Group was
established to draw up an International Energy Agency {IzaA) to organize a
comprehensive programme of emergency and long-term co-operation among oil~-consuming
developed market economies, 10/ encompassing (a) an allocation scheme in case of
emergency; (b) consultation with oil compenies; {c) long-term co-operation in
energy matters; snd (4) relatioms with producer countries and with other consumer
countries. In February 1975 IEA agreed to aim for a cut-back in oil imports
equivalent to 2 million barrels per day by the end of the year, the United States
accounting for half.

Developing countries

The large increase in the price of petroleum at the beginning of 19Tk caused
a heavy drain on the external payments of the developing oil-importing countries
and posed a serious threat to the orderly execution of their development programmes
and to their ecomomic growth. The cost of oil imports of these countries in 197k
is estimated at sbout $15 billion - about one sixth of their total export earnings ~ |
compared with $5 billion in 1973. The additional cost of $10 billion accounts for |
ahout one third of their total trade deficit in 197h. Many developing countries,
finding it difficult to finance imports of oil required for continued development,
initiated a series of measures for mitigating the adverse effects of the energy
erisis by curtailing oil consumption, increasing production of indigenous energy
sources, and finding new means of financing adequate oil imports.

Tn order to curtail consumption of oil, a number of developing oil-importing
countries adopted various measures including direct control over the allccation
of oil supplies (as in India, the Khmer Republic, Papua New Guinea and the Republic
of Korea), a higher pricing of oil products (in most of the countries), selective
black-outs and reduction of non-essential services (as in Thailand) and a greater
emphasis on mass transportation (by Brazil and Indie). Tndia, for example, aims
to reduce the consumption of oil in 19TW/T5 to its level in 1972/73 by such measures
ags rationing of kerosene, use of soft coke as a domestic fuel substitute and
switching road transport users to railways. In pursuing these measures of energy
conservation, these developing countries endeavoured, in verying degree, to ensure
adequete supplies of petroleum products to the high~priority sectors at reasonable
prices and to minimize the impact on the low-income portion of the population.

Some developing countries managed to secure oil supplies on special terms,
mainly through bilateral agreements with the petroleun-exporting countries. A
trade mgreement with Iran allowed India, for instance, to finance 1975-1979 oil
deliveries with a down peyment of part of the cost, the balance to be paid at the
end of the period. The Fhilippines Cement Corporation and the Indonesian
Covernment agreed on & barter involving between 50,000 and 60,000 tons of oil
and cement. Veneszuela, on 1 April 1975, set up a special fund of $500 million to
help neighbouring countries pay for their oil purchases. The first beneficiaries
were Cogsta Rica, El Salvador, Honduras, Guatemalsa, Nicaragua and Panama. These
countries will be able to pay for crude oil purchases from Vepezuela on a quarterly
basis by means of credits equivalent to $6 of the total per-barrel price. The

10/ Pounding members include Austria, Belgium, Canada, Denmark, the Federal
Republic of Germany, Ireland, Italy, Japan, Luxembourg, the Hetherlands, Spain,
Sweden, Switzerland, Turkey, the United Kingdom and the United States of America.
Wew Zealand joined in February 1975. Norway maintains a special participating
arrangement. D6



credits are repaysble over 24 years at the Inter-American Development Bank's
"soft" interest rate. Once the credit has been repaid, an equivalent sum can be
reborroved as a 25-year developrent loan et the same rate of interest.

The search for new oil and gas deposits was intensified. Pakistan lammched an
exploration drive in four major areas of the country. India has reported a string
of exploration successes in the Gulf of Cambay , where the first well was drilled in
mid-19Th, and according to India's Petroleum and Chemicals Minister, it is hoped
that this area will be producing 200,000 barrels per day by 1980. In the Philippines
a first on-shore exploration programme is to be carried out in the Cagayan Valley
with the target of two exploratory holes by late 1975, In the Republiec of Korea
drilling is expected to begin in off-shore blocks in the second half of 1975. The
Government of Sri Lanka has arnounced its intention to revoke its 1970 ban on all
oil exploration by foreign countries other than the Soviet Union. TIn the Gulf of
Theiland drilling will begin later in 1975 and the first wildeat in the Mekong Basin
had indicated the presence of oil. MFurther drilling will be required to test the
commercial possibilities of an oil strike that has been made near Ramallsh, north of
Jerusalem in the occupied West Bank. The Sudan has granted off-shore exploration
licences along the Red Sea coast. In Chad six evaluation wells are to be drilled in
an oil-bearing structure in Kenem Province north of Lake Chad. Urugusy is in the
process of granting exploration rights in its off.shore waters. The recently
discovered oil deposits in Brazil, on the continental shelf off Rio de Janeiro, and
in Mexico, in the states of Chiapas and Tebasco, are reported to be very promising.
The state companies of Eeuador and Argentina have finalized an agreement covering
exploration and development of a 200,000-hectare tract in the north-eastern part of
Oriente. In Guatemala, the Ffirst of two proposed boreholes has been spudded in the
Gulf of Amatique, about 20 kilomebres off the coast. In Peru, drilling is now
taking place at an accelerated pace in the Amazon basin. BExloration has also begun
on & limited scale in the Ucayali and Madre de Dios basin. If present expectations
ere fulfilled, Peru should be able to regain self-sufficiency in petroleum by 1976
and to become a net exporter by 1977.

Bteps are also being taken to develop alternative sources of energy. For
instence, less than three years ago, the Philippines, in the midst of & nation-wide
electrification effort, decided to try to tap its geothermel energy; it is expected
that the resultent generating plent will be in operation by mid-1975. Mexico intends
to expand up to 360 megawetts a TS-megewatt geothermal power stetion, originally
brought into service in 1972, El Salvedor is currently constructing a 33-mzgawatt
geothermal power station in Ahuachapen. There has slso been exploration of
geothermal resources in various other countries, ineluding Chile, Ethiopia, Fiji,
Thailend and Western Samoa, in some cases with promising results. Argentina recently
Tinished the construction of a nuclear power station in Atucha and is in the process
of constructing another one et Rio Tercero. Argentina, Brazil and Mexico are all
prospecting for redio-active minerals. The energy crisis has also renewed interest
in the Central Africen Republic's urenium deposits locaeted near Baskoums, reportedly
containing gbout 30 million pounds of urenium, and previously regarded as uneconomic,
India is emphasizing the expansion of hydroelectricity and nuclear energy.
Afghenistan, Bangladesh and Pakistan intend to use more of the natural gas which
they possess in ample supply. Argentina is conducting a study of the feesibility of
laying a 50-kilometre pipeline across the Straits of Magellan to permit the
evacuation of gas reserves discovered in both the Argentine eand Chilean portions of
Tierra del Fuego. The line would continue to Estancia Cerro Redondo, starting point
of the 30-inch gas trunk-line to Buenos Aires, It is reported that Venezuela has
stepped up development of the bituminous sand in the Orinoco oil belt and Brazil is
developing the oil shales in San Meteo.
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As a vesult of the economic slow-down in major industrial countries, the
increased cost of petroleum, the adoption of measures of energy conservation and
the incidence of mild weather in 197k, the global supply of petroleum came into
surplus in the latter part of 197h and members of OPEC cut petroleum production.
As compared with 1973 the production of the Libyan Arab Republic was dovn in 197h
by over 26 per ceot, that of Kuwait by almost 19 per cent and of Irag by over
4 per cent and the over-all production of OPEC members was 0.3 per cent below the
1973 level (see table 19). In the first quarter of 1975 the petroleum output of
OPEC was about an eighth below the corresponding 1974 level {which had been reduced
by the embargo placed on shipments +to the Netherlands snd the United States of
America by the Arab Organization of Petroleum Exporting Countries.

Centrally planpned economies

Growth of industrial output in the socialist countries of Bastern Burope and
the USSR shows no signs of having been affected by the turbulence in the
international fuel and raew material markets in 1974, Nevertheless, policy
digcussions and measures taken in all of the Eastern Buropean economies reveal a
deep concern over these developmentis. Although the Soviet Union continues to be
the main supplier of energy and raw materials for the area, most of these
countries now obtain a part of their requirements from outgide sources and,
confronted by rapidly rising prices, face the need to curtail or to slow the growth
of imports.

The volume of crude oil imports from outside the region showed a sharp drop
in 19T4 in the case of the Soviet Union {from 13.2 to L.k million tons) and
appears to have declined also in several of the Eastern European countries.
A 6 per cent (h-million ton) increase in Soviet deliveries of 0il and oil products
£o the Fastern Buropean countries probably offset only part of this decline,
Natural gas exports from the USSR to Fastern and Western FEurcpe, nowever, more
than doubled (from 6.8 to 1k billion cubic metres) and mey have supplied an
increasing portion of Eastern European fuel imports, while at the same btime
Soviet imports - mainly from Afghanistan and Iran - increased only slightly over
the 1973 level {from 11.4 to 12 billion cubic metres). Though in 197k the volume of
fuel imports into the region thus probably stagnated or declined, in the longer run
the Eastern European countries apparently intend to obtain & growing volume of
supplies from outside sources. Almost gll of these countries have recently
coneluded substantial delivery contracts with oil-producing developing countries,
especially Algeria, Iren and lrag, and Czechoslovekia and Hungary agreed early in
197k to join with Yugoslavia in the construction of a pipeline to the Adriatic which
will serve to carry North African and West Asian oil into the area of the Council
for Mutual Economic Assistance (CMBA).

The immediate balance-of-payments impact of developments in world nmarket fuel
price on the Eastern European countries was cushioned in 19Tk by the fact that
imports from within the CMEA group were being delivered at unchenged prices, but
here, too, price adjustments were under consideration and were in fact introduced
early in 1975.

As a consequence, conservation measures were adopted by all of the Bastern —.
Furopean countries in 1974 to increase efficiency in the use of imports. Among
them were steps to reduce the growth of consumption of oil and oil products and
to limit the substitution of oil or gas for coal to cases where technological
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requirements made this essential;, to replace oil by other fuels; to exploit
hydro-power and coasl-burning power stations more efficiently; to develop, in
co~operation with other countries, the hydro-power potential on the rivers of the
region with particular emphasis on multipurpose projects. The long~-term policy

of increasing the share of liquid and gaseous fuels in the fuel balance is being
reassessed and will be slowed down wherever feasible. Thus, Poland will
considerably expand the domestic production of hard as well as brown coal, and
the CGerman Democratic Republic will seek a rapid increase in the exploitation

of its brown coal reserves. In Hungary, a country with poor domestic sources of
energy, industry has been urged to switch from the utilization of liguid fuel

to other, less expensive, sources of energy. Czechoslovekia, in co-operation with
the USSR, is putting special emphasis on the expansion of the production of nuclear
Energy .

World market developments and the realization of the wvulnerability of outside
supplies further stimulated efforts to secure access to raw material and fuel
sources within the confines of the CMBA group. Thus the Eastern European countries
are contributing investment funds as long-term credits given on a product pay-back
basis, mainly in the form of material deliveries but also ipeluding convertible
currency financing, for the construction of a number of large projects in the
extractive and fuel-energy branches on the territory of the Soviet Union., In
addition to several undertakings in the raw material sphere on which construction
was begun in 19Tk, 11/ these include some major pipeline projects which - as a
novel feature in intra-CMEA co-operabion - will be built in their entirety by
construction teams from Eastern Burope. TFor the largest of these ventures, on which
agreements were concluded in the fall of 197k, the USSR is to build a gas-condensiug
complex at the Orenburg site south of the Urals, mainly with Romanian equipment,
while the other five Bastern Buropean countries will finance and construct a
2,800-kilometre pipeline to the Czechoslovak frontier, The project, estimated
to cost over $4.5 billion, will employ some 25,000-30,000 Bulgarian, Czechoslovak,
German Democratic Republic, Hungarian and Polish workers in the UBSR over the
period 1975-1978.

11/ The largest are a 500,000-ton annual capacity cellulose manufacturing
complex in Ust'-Ilimsk (Eastern Siberia), a 250,000-ton capacity asbestos
enrichment plant in Kyembay (Urals), and a 12 million-~ton capacity steel works
in Kursk.
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Table 1. World production:

annual growih rates,
by country group, 1971-19Th

(Percentage)

Item and country group

Change from preceding year

Average,a/
1971-197h= 1971

1972

1973

Gross domestic productéj

Sum of country groups

Developed market economiesg/
Developing countries 4/ 1y,
Centrally planned economiesg-i

Agricultural productionéj

Sum of country groups

e/

Developed market economies—
Developing countries 4/ .
Centrally planned economies~—

Industrisl productiong/

Sum of country groups

Developed market economiesg
Developing countries 4/ R
Centrally planned economies—

7.1
6.5
8.2
7.0

9.5
9.5
9.3
8.0

Sources: Centre for Development Plenning, Projections and Policies of the
United Nations Secretariat, besed on United Nations, Monthly Bulletin of Statistics
and Yearbook of National Accounts Statistics; "Latin Americen development end the

international economic situastion:

second regionsl appraisal of the Internationel

Development Strategy" (E/CEPAL/981 end Add.1-3); "Survey of economic and social
conditions in Africa, 197h" (E/CN.14/632, pert one and part two); "Economic and
soeinl survey of Asia and the Pacific, 197TL" (E/CN.11/L.412); Food and Agriculture
Organization of the United Wations, Monthly Bulletin of Agricultural Economics

and Statistics (Rome); information supplied by the Depertment of Agriculture of the
Tnited States of America and other national sources,

Note: Methods of estimation differ emong the production components and among
the country groups. For this reason and also because of the problem of assigning
weights to the country groups, the aggregated changes should be interpreted with

caution. The over-~all figures provide no more than a rough 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 some cases on data for a period of less than
12 months and, in some of the developing countries, on indicators.

b/ Measured at constant market prices.

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

d/ Latin America and Caribbean area, Africa (other than South Africa), Asia
{other than China, Democratic People's Republie of Korea, Democratic Republic of
Viet-Nem, Japan, Mongolia).

e/ Bastern Europe and USSR.

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

5/ Based on index of gross output and hence not comparsble with the national
accounts measure of production. Methods of estimation differ among the country
ErouUps .

Q/ Based on index of value added, except in the centrally planned econcmies for
which the index is based on gross output at constant prices; in the case of the
German Democratic Republic, the index refers to the value of commodity production,
and in the case of Hungary to output in physical units and other indicators. In
most developing countries, the data are for the organized industrial sector and
exclude small-~scale and handicraft production,
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Table 2. World gross domestic product, by country group, 1971-197h

(Percentage)

Change from preceding year

Country group Average /
3

19711974 1971 1972 1973 lQThEJ

Sum of country groups k.5 k.3 5.5 6.7 1.7
Developed market economies 3.8 3.7 5.6 6.1 -=0.1
Horth Americay 3.4 3.h 6.1 6.0 =-l1.6
Western Europe 3.9 3.5 4.3 5.5 2.3
J&pan C/ 5.9 618 8.9 }-0.2 "'l¢8
Southern hemisphere= L5 4,2 3.8 b1 5.7
Developing countries 5.9 5.2 5.6 7.0 5.6
Western hemisphere 7.0 6.3 6.8 Tok 7.3
Africa oL k.6 h,5 k.3 h,1
West Asia 10.8 11.3 13,0 11.9 3.5
South and East Asia 3.7 2.7 2.9 6.1 3.1
Centrally planned economies of Europeéj 6.4 6.0 5.0 8.8 6.0
Eastern Europe™ Ta9 Te2 7.8 8.k 8.4
USSR 5::8 5-6 3-9 9-0 5-0

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics:
and Yearbook of National Accounts Statistics; "Latin American development and the
international ecomomic situation: second regional appraisal of the International
Development Strategy' (E/CEPAL/981 and Add.1-3}; "Survey of economic and social
conditions in Africa, 1974" (E/CN.14/632, part one and part two); "Economic and
social survey of Asia and the Pacific, 19Th" (E/CN.11/L.412), and national sources.

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

g/ Date refer to net material product end are not strictly comparable to those
of the other country groups.

g/ Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland and
Romanisa.
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Table 3. Developed market economies: growth of gross domestic
product in constant market prices, 197i~197L

(Percentage)
Change from preceding year
Region and country
Average,a/ /
1971-1974& 1971 1972 1973 197k
North Americs 3.b 3.k 5.1 6,0 ~l1.6
Canada 5.7 5.6 5.8 6.8 h,5
United States of fmerica 3.2 3.2 6.1 5.9 =2,2
Western Burope 3.9 3.5 h,3 5.5 2.3
EEC 3.6 3.3 3.6 5.5 1.9
Bel gium b6 3.4 5.2 sy s
France 5.4 5.6 6.0 6.0 B'Bb/
Germany, Federal Republic of 2.9 2.6 3.0 5.3 0.637
Italy 3.6 1.6 321 5.9 k, 0~
Luxembourg L.5 1.7 k.6 7.5 L
Netherlands 3.7 bk h,2 4.0 2.0
Denmark 3.5 3.7 k.9 3.8 1.5
Ireland 3.9 3.5 3.3 T.2 1.5
United Kingdom 2.3 2.k 2.1 5.3 ~=0.5
Other Europe L.9 k.o 6.5 5.0 b.3
Austria 5.8 5.6 T.2 5.5 5.0
Cyprus (7.2) 12,3 6.7 2.7 ves
Finland 5.2 a'h T-O 5-9 Suhb/
Greece 7.2 7.1 10.6 9,4 2,0
Iceland= 6.3 10.1 5.6 5.9 3.5
Malta (4.8) 2,5 5.8 6.0 vae
Norway h.5 545 k.5 3.9 h.o
Portugal 6.8 5.8 9.5 7.8 L0
Spain 6.5 4.3 8.1 8.1 5.6
Sweden 1.9 0.2 2.5 1.7 3.0
Swi‘bzerland 3!9 3-8 5-7 h-5 105
Turkey 6.8 9.5 6.1 4,0 7.5
Yugoslavia 6.6 9.0 5.0 5.0 7.3
Asia
Japanéf 5.9 6.8 8,9 10,2 -1.8
Southern hemisphere 4.5 k.2 3.8 h,1 5.7
pustraliad! by 3 ko koo s
New Zealand— ! k.1 3.0 5.2 3.8~
South Africa L7 L.l 3.6 L. 7.0
Total, 28 developed market economies 3.8 3.7 5 6,1 ~-0.1

(Sources and foot-notes on following page)
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(Sources and foot-notes to table 3)

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

a/ Preliminary. Figures in parentheses represent the average for 1971-1973,

b/ Gross national product.
g/ Fiscal year ending 30 June of the indicated year for Australia, 31 March
for New Zealand.
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{continued)
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{continued)

Table b
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Table 4
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(Sources and foot-notes to table 4)

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

Note: Figures in this table for some countries are based on early estimates
and are not entirely consistent with the figures in table 3, which are based on
later estimates.

g] At current prices as a percentage of gross domestic product.

b/ 1970 weights used in combining country data.

¢/ Fiscal year ending 30 June.

4/ Excluding Luxembourg.
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Table 5. Developing countries: growth of total
production, 1971-197h

(Percentage)

Change from preceding year

Country group

jrerage o) 1om 1972 w13 1o
Developing countries 5.8 5.2 5.6 7.0 5.6
Petroleumyexporting
countries b/ 8.1 1.5 8.2 9.7 T.0
Other 5.4 5.7 5.1 6.4 5.3
Western hemisphere 7.0 6.3 6.8 T.b 7.3
Petroleum-exporting
countries ¢/ 4.8 3.0 L.5 6.2 5.6
Other 7.2 6.6 7.0 7.5 T.5
Africa L.h 4.6 4.5 h.3 h.1
Petroleum-exporting
countries 4/ 5.1 4.8 5.0 7.5 3.1
Other 4.1 h.5 4.3 3.0 L.5
West Asia 11.k 11.3 13.0 11.9 9.5
Petroleun-exporting
countries e/ 12.7 12.h 1k.0 1h. 4 10.2
Other 8.h 8.5 11.5 6.0 7.5
South and East Asia 3.7 2.7 2.9 6.1 3.1
ITndonesia 7.0 6.7 6.3 7.5 7.5
Other 3.k 2.3 2.6 6.0 2.7

Sourceg: As for table 2.
a/ Preliminary.

b/ Africen, West Asian, and western hemisphere petroleum-exporting countries
and Indonesia.

¢/ Ecuador, Trinidad and Tobago and Venezuela.
4/ Algeria, Gabon, Libyen Arab Republic and Nigeris.

e/ Iran, Irag, Kuwait and Saudi Arsbia.
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Table 8. World agricultural production, by country group, 1971-19Tk
(Percentage)

Change from preceding year

Country group Average / /

1971~1974 1971 1972 1973 197Lk&
Sum of country groups 2.1 3.1 ~0.1 5.1 0.2
Developed market econcmies 1.9 5.0 0.7 1.5 0.3
North Americal’ 1.8 9.0  -0.7 2.2 3.0
Western Europe 2.1 6.2 -0.8 1.7 1.6
Japan o/ 3.5 6.4 5.8 0.9 1.0
Southern hemisphere— 2.3 5.6 -2.73 ~-2.8 g.0
Developing countries 1.5 1.6 ~0.8 3.9 1.5
Western hemisphere 2.7 2.4 0.8 2.3 5.2
Africa 1.5 2.5 2.k -3.3 Lo
West Asia 4.2 -1.6 13.7 -5.8 9.0
South and East Asia 1.0 1.6 ~3.9 8.2 -2.2

Centrally planned

economies of FEurope 2.9 2.5 -0,k 12.0 ~1.8
Eastern Eur0peg/ 4.8 5.6 T.b 4,5 2.0
USSR 2.0 1.1 -h.1 16.1 =3.7

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, Monthly Bulletin of Agricultural Economics and Statistics (Reme) ;
inforration supplied by the Department of Agriculture of the United States of
America and other national sources.

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

d/ Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland
and Romania.
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Table 9.

Worlid production of major agricultural commodities,

1970-197L

1970 Percentage change fram preceding year
Commodity (millions Average,
of tons)  1971-197 1971 1972 1973 1978/

Meat 8kL.5 1.8 2.6 1.9 -0.5 3.3
Wheat 319.0 3.8 11.0 -1.9 8.1 -1.6
Barley 139.0 5.0 9.4 0.7 10.5 -
Maize 261.0 3.k i6.9 ~-0.3 2.6 -5
Rice (paddy) 310.0 0.5 -1.3 -4.3 9.6 -1.6
Potatoes 312.1 -0.2 -5.8 -1 12.1 ~1.9
Coffee 3.9 5.6 22.5 -3.2 -9.9 16.3
Cocoa beans 1.5 ~-1.1 6.3 -8.1 ~6.1 k.3
Tea 1.1 9.6 19.1 7.2 0.k 12.6
Sugar (raw) 69.0 3.9 7.3 - 6.4 1.9
Tobacco L.7 2.k -2.8 8.0 ~0.8 5.k
Cotton (lint) 1.7 2.7 3.8 7.2 ~1.1 1.0
Yool {greasy) 2.8 -2.2 - -1.8 -5.5 -1.2
Jute and kenaf 3.6 3.3 -9.8 13.h 10.4 -22.6
Vegetable oilsl/ 35.3 2.5 2.7  -0.2 8.8  -1.2
Natural rubber 3.1 k.3 -0.8 1.1 2.2 5.0

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

United Nations Secretarist, based on Food and Agriculture Organization of the

United Nations, Production Yearbook and Monthly Bulletin of Agricultural Fconomics

and Statistics (Rome).

a/ The data refer to the calendar year in which the bulk of the crop wes

harvested.

b/ Preliminary.

¢/ These data represent the total production of cil-seeds, oil-nuts and other

i

i

‘i
!
|

oil crops harvested in the years indicated and expressed in terms of oil equivalent.

Wb
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Table 10. World cereal production and trade, 1972/73-197L4/75
(Millions of tons)

Crop and region

1972/73

1973/7h4

Production Trade—

b/

Production Trade

b/

Wheat
Riceﬁj

Feed grains

Total cereals:
NHorth America

Developed market economies,
southern hemisphere

Other developed market
economies

Developing countries

Centrally planned
economies

335
195
553

260

17

1hy
288

368

73
I
63

ot

-32

367
211
60k

271

31

146

303

4235

68

7
78

87

~16

1974/75%
Ej Production Trade
346 T1
210 8
563 66
232 13
29 15
152 -35
301 ~30
k03 -15

Sources: Centre for Development Planning, Projections and Policies of the
United Hations Secretariat, based on the Department of Agriculture of the United
States of America, World Asricultural Bituation, December 197L, and World Grain

Situation Review and Qutlook, Foreign Agriculture Cirecular, FG.3~T5.

a/ Partly estimated.

b/ The global figures refer o gross exports; the regiocnal figures refer to
net exports, or net imports (-).

¢/ Trade figures refer to calendar years 1973, 197l and 1975.
d/ Zastern Europe, USSR and China.
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c/

Total Foed

a/
Total TFoort!
L.k

growth
Change from preceding year—

e/
2.3

-0.8

Total Food
0.8

o/

Total Food
1.5

of agricultural production, 1971-197h
2.4

Selected developing countries:

b/
Total Foodﬁf

2.4

Table 11.
Average,
1971-197h

2.7
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hemisphere
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197&P/ /
Total Food—
5'2 3-3

/

Food~

1973
Total a-
2.7 4.3

e/

Total Food—~
2.7

.0

(continued)

e/

Change from preceding yearé/
1.9

Table 11
Total Food

-5,0

c/

b/
Total Food~

3.1

Average,
1971-197k

2.6

1

or area

Republic
Madagascar
Malawi
Mali

Africa {continued)

Country
Iiberia
Libyan Arab

-----

-

12530
54615.‘“».

227..148
qu‘/DlS.b..

Moroceo
Wiger
Nigeris
Rwanda
Senegal

-3.6 2.7 3.6

~2.7

3.5 0. -0.

1.8

0.

0.7

Sierra Leone
Southern

7..280
2632

91485
9531

223.&.
6.-42..!“

Pk \O Oh
MmO
i r

20/18

5!4 3\4
r~ i

nDl.h.wnHu

25...4 2)4
i i

9930

7...520
= o

WIO/..U..DJ

2229
t i

Oh.w.h_rnu/
2316

83146
0216

1

Rhodesia

Sudan
Togo

Tunisia

1.8
9.7
29.5
-3.0

-----

0.9
9.0
19.1
-2.2

"'"'508
8.9

-6.8
-b5. 2

~5.8
8.2

~-6.6
-33.1

-----

~-0.8
1h.h
he.o
b7

13.7
32.h
”3-9

b7

~-1.7

_'3-3

11.0
0.

1.6

-3.2
-1,
7.4

0.6

~1.9
h.2
10.3

"‘2-3
h,o
7.2
1.0

of Tanzania
Upper Volta
Zalre

of Cameroon
United Republic

Fast Asia

Republie
Khmer Republic -25.

United Republic

Ugande
Zambig
West Asia
Iran

Trag
Israel
Jordan
Lebanon
Syrian Arab
South and
Bangladesh
Burma
India
Indonesia



Table 11 (continued)

1
]
!

J
|
|
|

Change from preceding yeargj
Avérage,b/ b/
Country 1971*197h—;/ 1971 1972 / 1973 ./ 197k /
or area Total Food~ Total Food~ Total Food— Total Food= Totsl Food~ |
South and Bast ;
Asia (continued)
Malaysia 9.0 10.2 7.1 12.k 2.9 6.3 12.2 8.7 10.5 9.6 !
Pakistan 1.8 1.1 -0.6 =-5.0 -1.3 - b9 7.3 ka1 k|
Philippines 2.1 3.k 5.1 5.1 -2.9 -2.9 6.3 6.9 k.7 4.0
Republic of
Korea 2.6 1.9 - -0.8 L,k 1.5 2.2 2.3 3.5 4,3
Republic of
Viet~Nam 6.6 6.9 8.8 8.5 - 1.7 11.7 10.h4 3.8 5.0
Sri Lanksa ~0.2 0.8 3.1 7.8 7.0 -12.8 -2.5 -=h.9 5.7 12.7
Thailand k.2 .2 3.5 2,8 -9.0 -12.6 20.1 21.9 - 2.h
Total 1.6 1.k 1.6 0.8 -0.8 -1.6 3.9 L.5 1.5 0.8
1
Sources: Centre for Development Planning, Projections and Policies of the

United Nations

Secretariat, based on information supplied by the Department of

Agriculture of the United States of America.
a/ Year-to-year changes with the larger of each pair of figures as denominator.;

b/ Preliminary.

c/ Food covers the following commodity groups:

pulses, edible oil crops, nuts, fruit, vegetables, wine, cocoa, livestock and
livestock products.

e} G

cereals, starchy roots, sugar,



Table 12, Developing countries: indices of per _capita
food production, 1971-19Th

(Average 1961-1965 = 100)

Average,a/ y

Region and country or ares 1971-1974= 1971 1972 1973 197h=
Developing countries totalh/ 102 10k 100 102 101
Western hemisphere®/ 106 107 102 106 107

Countries with indices below
100 in both 1973 and 197h:

Bolivia 93 ol 93 ok 91
Chile 95 108 95 83 92
Guyana 76 86 T2 63 83
Haiti 82 83 8k 81 80
Jamaica 15 TT 78 12 - Th
Paraguay 79 82 80 75 77
Peru 8T 93 85 86 84
Trinidaed and Tobago 84 86 92 78 80
Uruguay 88 87 81 85 98

Countries with indices above 100
in either 1973 or 1974 or both:

Argentina 101 101 9L 101 109
Brazil 117 112 113 159 120
Colombia 102 101 iom 101 106
Costa Rica 152 1hs 150 158 156
Dominican Republic 105 105 104 106 106
El Salvador 107 110 o7 110 112
Eeuador 101 102 101 9g 101
Guatemala 128 128 124 128 133
Honduras 99 112 99 101 8k
Mexico 106 113 103 106 102
Wicaragua 107 115 102 108 102
Panama. 101 104 9¢ 100 102
Venezuela 110 111 110 107 110
arrica 96 98 08 93 ok

Countries with indices below
100 in both 1973 and 197k:

Algeris T T7 81 68 59
Angols, 95 g9 9l 98 90
Dahomey 93 93 92 92 93
Ethiopia 96 99 98 9h 9l
Ghana 87 88 87 86 87

~hg..



Table 12 (continued)

Average,a/ a/
Region and country or area 1971-1974 1971 1972 1973 1974~

Africagj {continued)

Countries with indices below
100 in both 1973 and 197k

{continued):

Kenva 88 87 91 88 a7
Liberia 87 87 86 87 87
Mali 67 79 67 60 60
Niger 63 T2 63 55 60
Nigeria 95 96 96 91 95
Senegal ¢ 90 61 72 T1
Sierra lLeone 92 96 93 88 89
Togo 99 103 ot 97 98
Uganda 90 97 93 85 8L
United Republie of Tanzania a5 100 g9 93 89
Upper Volta 72 80 68 62 79

Countries with indices above 100
in either 1973 or 19Tk or both:

Burundi 1.02 112 100 105 B2
Egypt 99 99 98 a7 101
Guinea 104 108 103 102 101
Ivory (Coast 119 119 115 120 123
Libyan Arab Republic 128 91 122 1k2 156
Malagasy 108 111 112 101 106
Malawi 147 137 143 1ko 158
Morocco 108 113 114 95 108
Rwanda 109 120 116 11k 86
Southern Rhodesia 97 sit 107 76 110
Sudan 107 108 110 102 105
Tunisia 119 115 118 131 112
United Republic of Cameroon 102 107 104 98 99
Zaire 106 106 10k 107 105
Zambia 163 159 215 1ko 129
Vest Asia® 101 93 106 96 107

Countries with indices below
100 in both 1973 and 19Th:

Iraq 88 78 97 81 95
Jordan 80 82 98 L6 95
Syrian Arab Republic 8k T0 118 62 86

50w




Table 12 (continued)

Average,éj

Region and country or area 1971-197k 1971 1972 1973 197h3/
. e/ X
West Asia~ (conbinued)
Countries with indices ashove 100
in either 1973 or 197h or both:
Iran 100 95 102 101 100
Israel 124 119 127 123 126
Lebanon 122 125 123 118 123
South and Fast Asias’ 103 107 99 106 101
Countries with indices below
100 in both 1973 and 197h:
Bangladesh 89 a7 80 96 91
Burma 84 87 81 88 78
Khmer Republic £2 88 59 33 29
Countries with indices above 100
in either 1973 or 1974 or both:
Indisa 100 107 97 10k 93
Indonesia 106 106 100 106 112
Malaysia, West 15k 1ke 1h7 157 169
Pakistan 121 122 113 124 125
Philippines 104 106 100 10k 105
Republic of Korea 107 107 106 107 109
Republic of Viet-Nam 100 96 95 104 106
Sri Lanka 105 118 101 ol 105
Thailand 109 111 ol 116 115

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

a/ Preliminary.
b/ 69 countries.
¢/ 22 countries.
d/ 32 countries.
e/ 6 countries.

£/ 12 countries.

51—

United Nations Secretariat, based on data communicated by the Department of
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Table 13.

Developing countries:

distribution in accordance

with chenges in food production a/

Countries and areasE/

experiencing.

Item

An increase between 1973 and 197L

A reduction between 1973 and 19Th4

After an increase

After a decline

After an increase

After a declinsg

in 1973 in 1973 in 1973 in 1973
A. Countries Malaysia Lebanon Nicaragua Zambia
and areas Malawil Syrian Arab Tunisia Burundi
in which Costa Rica Republic Mexico
per capita Israel Moroeco Rwanda
food - Guatemala Sri Lanka India
production Ivory Coast Madagascar Honduras
increased Libyan Arab United Republic
in 1961~ Republic of Cameroon
1972 Pakistan Sudan
Brazil Jordan
Thailand Ethiopisa
Republic of
Kores
Venezuela
El Salvador
Panama =
Argentina ;
Philippines
Eeuador
Indonesia
H
B. Countries Colombia Chile Angola United {
and areas Igypt Uganda Burma Republic of |
in which Iren Nigeria Bangladesh Tanzania g
per capita Guinea Sierra Leone Algeria %
food Republic of Southern Rhodesia Khmer Republic
production Viet-Nam Iraq
declined Togo Jamaica
in 1961~ Uruguay Niger ;
1972 Bolivia Paraguay ‘
Ghana Trinidad and l
Dominican Tobago |
Republie Upper Volta !
Kenya Guyana !
Zaire Mali
Peru ;
Liberia
Dahomey
Senegal i
Haiti ;
Sources: Centre for Development Planning, Projections and Policies of the

United Nations Secretariat, based on information supplied by the Department of
Agriculture of the United Stetes of Ameriea, and national sources.

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

spices.

b/ Within each group, countries and areas are listed in descending order of the
average annual rate of increase in food production, 1961-1972.
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Table 15. World industrial growth, by country group, 1971-19T7h

{Percentage)

Change from preceding vear
Average / /
19711976 1971 1972 1973 197k

Country group

Sum of country groups 6.0 h.2 7.1 9.5 3.1
Developed market economies hok 1.9 6.5 8.5 -
North America b/ L.k 0.8 8.1 9.5 -0.5
Western Europe 4,0 2.8 4.6 T.6 1.2
Japan / 6.0 2.k 7.5 1Tk -2.3
Southern hemisphere™ 4,0 2.2 kb 6.3 3.3
Developing countries 7.9 6.5 8.2 9.3 T.7
Western hemisphere T.9 6.7 8.8 8.6 Ta5
Africa 5.9 3.2 8.1 6.9 5.3
Asia 9.4 8.3 8.9 12.3 8.0
Centrally planned eccnomies of Europe 7.8 T.T 7.0 8.0 8.5
Eastern Europegj 8.8 T.6 8.3 9.3 9.8
USSR Tk TeT 6.5 Te5 8.0

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

a/ Preliminary.

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

g/ Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland and
Romania.
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Table 16. Worldﬁj production of major industrial products, 1970-197h

1970 Average rate  Percentage change from
Commodity (millions of tons, of change, preceding year

except as indicated) 1971-197Lh b/ 1971 1972 1973 197k b/

Coal ¢/ 1 781.0 -0.1 -1.8 0.8 0.7 0.1
Petroleum, ecrude 2 267.0 5.4 5.7 6.1 9.2 0.8
Electricity (billions L 885.0 5.8 6.2 7.9 6.0 .0
of kWh)
Cement 555.0 6.8 5.2 5.7 8.8 7.5
Pig iron k13.0 4.6 ~1.5 5.9 10.7 3.7
Steel, crude 57h.0 h.3 -3.0 8.1 10.6 2.2
Copper, smelter d/ 5.3 3.8 ~0.6 10.5 8 -0.2
Zinc 4/, e/, £/ 3.9 0.9 -h.5 9.3 9 ~4.k
Lead 4/, e/, £/ 2.6 0.1 ~5.2 7.1 2.h 3.3
Tin 4/, g/, b/ 0.2 ~1.3 1.1 2.2 -2.1 -6.3
Aluminium &/, e/, £/ 8.1 6.7 6.5 L.B8 8.9 6.7
Merchant vessels i/ 21.7 11.5 k.6 6.7 18.8 6.4
(millions of grt)
Passenger cars 22.6 k.2 15.6 6.0 5.5 -8.7
(millions)
Commercial vehicles 6.8 6.3 6.0 9.0 10.5 -

(millions)

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics and International Tin Council, Statistical Bulletin (London) and
The Petroleum Economist (London).

a/ NWot including production of China.

b/ Preliminary.

¢/ Ineluding coal equivalent of brown coal and lignite.
d/ Excluding production of the USSR.

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

I/ Excluding production of Czechoslovakia and Romania.
g/ Excluding production of the German Democeratic Republic.

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

i/ Tonnage launched outside the German Democratic Republic and the USSR.
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Table 17.

Belected developed market economics:

changes

in industrial production, 1973-197k

Index of industrial production

(corresponding quarter of previous year = 1.00)
Couniry I 1973 - 197k
First Second Third  Fourth First Second Third  Fourth
guarter quarter guarter guarter quarter guarter quarter quarter
Australia 113.%  107.5 124.9  107.0 109.0  107.hk 08.4 97.5
Austria 108.2 108.6 106.7 99.9 108.1 L06.k  10hk.9  1lo2.5
Belgium 109.5 104.,9 107.5 10k.7 107.1 110.2  103.9 09.2
Canada 110.2  109.7 108.4  105.7 106.0  103.2 102.6 98.9
Denmark 106.1 99.7 102.1  103.9
Finland 109.9  106.4  106.6 102,1 103.8 106.7 105.1 104.8
France 111.8  111.6 111.3 108.0 102.3 101.0 1l01.2 93.4
Germany, Federal 106.0 108.9 107.5 105.9 103.2  102.5 97.8 ol.5
Republiic of
Greece 116.6  118.7 116.1 111.2 107.3 96.5 93.5 o7.7
Ireland 112.2  112.9  107.4%  106.5 107.2  10k.0  101.7
Ttaly 102, 112.7  11k.1 110.5 116.5 102.2 101.8 91.5
Japan 112.1  1ik.o  123.9 121.3 107.0 101.3 ok.9 88.3
Luxembourg 113.8 112.0 108.5 112.5 106.5  103.9  106.7 96.4
Netherlands 110.3  111.2  106.8 106.4 95.8 100.3 105.0 99.5
Norway 103.1  100.0  121.0 99.2 106.9  105.4  10k.9 107.6
Portugal 93.6 91.6 102.9 107.9 - ‘e
Spain 116,1  11h.3  115.0  113.7 11h.9 1143 107.6  101.1
Sweden 107.8 106.k  107.1 106.h 107.5 108.4 10k.9  101.7
Switzerland 106.4  104.,3  105.9 107.4 103.8  105.5 100.9 oh.1
United Kingdom  112.7 106.1 108.9 105.0 93.1 97.8 98.h 97.0
United States 111.8  110.5 109.1  105.6 101.5 100.8 99.4 95.5

of America

Sources:

Centre for Development Planning, Projections and Policies of the

United Nations Secretariat, based on United Nations, Monthly Bulietin of
Statistics, and national sources.
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Table 19. Crude petroleum production, 1970-19Th

Percentage change from preceding year

Production,
1970 Annual

(miliions average, /

of tons) 1971-197F 1971 1972 1973 1974

World 2 267 5.k 5.7 6.1 9.2 0.8
Developed market economies 565 - 0.6 2.4 0.1 ~-3.h
United States of America L7s -2.1 ~1.8 - -2.7 -3.8
Other developed countries 89 8.8 13.2 13.3 11.6 -2.0
Developing market economies 1 311 6.6 8.0 6.7 12.1 -
OPECE/ 1 1hk1 6.5 8.7 7.1 13.6 ~-0.3
In Latin Ameriea 194 -3.8 0.5 =11.9 8.6 -10.8
Venezuela 194 -5,3 0.5 ~13.9 .8  -11.2
In Africa 267 -1.6 -5.8 6.0 ~0.9 «6.3
Algeria 47 0.1 -22.9 35.5 0.6 -4.3
Libyan Arab Republic 160 ~16.6 ~17.0 -9.8 -12.3 -26.4
Nigeria 5k 19.9 ko.9 19.0 11.9 10.2
In Bouth and East Asia Lo 1hk.o k.o 23.5 22.2 T.7T
In West Asia 638 12.4 7.7 11.h 18.7 2.7
Iran 192 11.8 16.8 11.0 i7.8 2.4
Traq 76 5.6 9.6 -13.6 37.3 =k
Kuwait 137 -5.0 6.8 2.9 ~8.6 -18.9
Saudi Arabia 177 23.5 26.L 27.8 27.6 13.0
United Arab Emirates 38 20.8 35.9 13.8 27.1 8.2
Other developing countries 170 2.0 3.2 2.1 0.7 2.1
Centrally planned economies 391 8.6 7.7 6.5 11.1 9.1
USSR 353 6.8 6.8 6.2 7.1 7.0
Other centrally planned
countries 38 22,3 15.9 9.4 L1 22.3

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data from United Nations Statistical Office and
The Petroleum Beonomist (London), January 1975.

a/ Preliminary.

b/ Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libyan Arab Republic,
Wigeria, Qatar, Saudi Arasbia, United Arab Emirates and Venezuela.
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Chapter TI

WORLD TRADE AND PAYMENTS

The estimated value of world exports (f.o.b.) in 1974 was $8kk biliion, an
increase of $270 billion or 47 per cent over the 1973 figure (see tables 22 and
23). Each major group of countries registered a substantizl increase though,
except for the developing cil-exporting countries whose exports trebled in
value, the percentage increase was somewhat less than in the previous year. In
the case of imports, on the other hand, the percentage increase in value between
1973 and 197k was greater than inr the previous interval for each group except the
centrally planned economies.

The bulk of the increase was in price; preliminary data suggest that the
increase in the volume of external trade of the market economies as a whole was
much less in 19Th then in previous years of the decade (see table 2k), reflecting
the economic slow-down in the major countries. Preliminary data indicate that
the import quantum of the developed market economies rose by less than 1 per cent
in 19Tk compared with about 13 per cent in the previcus year and an average rate
of growth for 1970-19T4 of about 7 per cent. %J Since the bulk of the trade of
these countries is within the group, the increase in their export volume also
fell sharply, from a record rate of almost 1l per cent in 1973 to 6 per cent in
197h. The smaller rate of deceleration in export volume than in import volume of
the developed market economies reflects chiefly the accelerated growth in import
quantum of the developing countries and the centrally planned economies.
Intra~trade among the centrally planned econcmwies of Eastern Furope increased by
an estimated 1k per cent in volume in 197k - well above the average of about
1G per cent recorded in the earlier years of the decade. Under the impact of the
recession, exports to market economies showed little growith, but the volume of
imports continued to increase - by an estimated 10 per cent in 197h.

Also reflecting the economic slow-down in the developed market economies,
the increase in the export guantum of the developing countries decelerated to a
rate provisionally estimated at between 2 and 3 per cent in 1974 from about
8 per cent in the two preceding years, bringing the average for 1971-19Tk to
somewhat less than the T per cent target rate set in the International Development
Strategy. Reflecting not only the slow-down in the developed market economies
but also measures taken to conserve energy, there was an absolute reduction in
the export volume of the petroleum-producing countries. The rest of the
developing countries registered a combined inerease of rather more than
4 per cent in 19Tk and almost 7 per cent over the 1971-19TL period. In contrast
to the reduction in the rate of growth in export volume of the developing
countries, the expansion in import volume rose sharply in 1974 to a rate

1/ Bstimates of guantum and unit value of trade and of the associated
changes in the terms of trade are always subject to considerable uncertainty, but
for recent years, because of the extraordinary changes that have taken place in
the prices of most commodities, the margin of possible error is excepticnally
large.
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provisionally estimated at 13 per cent, slightly higher in the case of the oil-
exporting countries and slightly lower in the case of other developing countries.
To finance these imports the latter were sble to draw upon a significant inflow
of capital as well as, in a number of countries, upon the reserves they had
accumulated as a result of the upsurge in the value of their exports in 1972 and
1973. Over the period 1971-19T4, the import quantum of developing countries
slightly exceeded the T per cent target set in the International Development
Strategy.

Both export and import unit values of developed and developing countries
were higher, on average, in 19Tk than in 1973 despite the downturn in many
commodity prices in the course of the year (see tables 25 to 28). Provisional
estimates indicate that the terms of trade deteriorated by about 1l per cent in
the case of the developed market economies - reflecting the higher cost of food,
0il and other raw materials - and by almost 6 per cent for non-oil-exporting
developing countries. In the case of the petroleum-exporting developing
countries, whose exports had trebled in value between 1973 and 1974, the terms of
trade improved by 124 per cent. Thus, for the developing countries as a whole,
there was an improvement in the terms of trade of about k2 per eent in 197k,
Averaged over the period 1971-19T4, the terms of trade worsened for the developed
market economies by about 3 per cent a year and by sbout 1 per cent a year for
non~oil-exporting developing countries, while improving by almost 32 per cent a
year in the case of petroleum-exporting developing countries.

When the volume of exports is adjusted for the changes in terms of trade so
as to measure their purchasing power over imports, a fall of almost 6 per cent is
indicated for developed market economies in 1974 and a fall of almost 2 per cent
for non-oil-exporting developing countries despite the L per cent increase in the
volume of their exports. The purchasing power of the exports of the oil-exporting
countries more than doubled in 1974k despite a decline in volume and this brought
the aggregate rise in purchasing power of developing country exports tao
45 per cent. For the period 1971-197hk the purchesing power of the exports of the
non-oil-exporting developing countries rose at en annual average rate of over
5 per cent, while for the oil-exporting developing countries the annual average
increase was almost 40 per cent and, for developing countries as a whole, almost
20 per cent, well above the approximate T per cent target for the quantum of
exports at stable terms of trade implicit in the International Development
Strategy.

The substantial changes in the terms of trade between the oil-exporting
countries and the rest of the world were accompanied by record external
imbalances in both developed and developing merket economies. The oil~exporting
countries achieved a trade surplus in 19Tk of over $100 billion, or about
three fourths the value of their exports while the developed market economies
incurred a trede deficit of about $69 billion or about one eighth the value of
their exports and the trade deficit of developing non-oil-exporting countries
almost trebled in amount to nearly $28 billion or about 30 per cent the value of
their exports. The deficit was less than had been expected in the case of the
developed market economies, reflecting the sharp downturn in import demand, but
greater in the case of the developing non-oil-exporting countries, reflecting the
vigorous growth in imports, the accelerated rise in the price of manufactures and
the deceleration or downturn in the prices of a number of primary commodity
exports.
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Developed market ecconomies

Between 1973 and 1974 the value of exports of the developed market
economies rose by 33 per cent to an Ff.o.b. total of $547 billion, while import
values {(c.i.f.) advanced by about 42 per cent to about $616 billion, yielding a
trade deficit of almost $69 billion, compared with $21 billion in 1973 and about
$13 billion in each of the preceding three years.

Compared with the 1973 advance, the increase in the gquantum of exports from
North America in 1974 (4.0 per cent) represented a little over one fifth and that
for Western Furope (6.4 per cent) less than one half. On the other hand, the
increase in the quantum of exports from Japan amounted to close to 17 per cent in
197h compared with less than 6 per cent in 1973. The countries of the southern
hemisphere recorded a gain of almost 4 per cent in the quantum of exports in
1974, in contrast to the previous year's decline.

In quentum terms, the increase in imports in 1974 was only marginal in
North America (0.4 per cent) and in Western Europe (0.2 per cent), while, in
Jepan, the volume of imports declined by almost 2 per cent between 1973 and 19TL.
The increase in the quantum of imports into the countries of the southern
hemisphere in 1974 (14.9 per cent) represented a little more than one half the
large increase of the previous year,

To a much greater extent than in 1973, international trade prices moved
against the developed market economies. The terms of exchange between imports
and exports deteriorated by about 10 per cent for North America, by sbout
11 per cent in the case of Western Europe and, in the case of Japan, with its
high dependence on imports of cil and other raw materials, by almost 22 per cent.
The developed market economies of the southern hemisphere, after enjoying
substantial improvement in 1972 and 1973, experienced a deterioration of about
17 per cent in their terms of trade in 1974, reflecting not only the higher costs
of oil and menufactured goods but also a decline in the prices of beef, lamb and
wool in 197h.

All the developed market economies except the Federal Bepublic of Germany
incurred deficits on their external merchandise trade in 197h (see table 29). oOf
their total deficit of about $69 billion, the United States of America accounted
for almost $9.5 billion, $7 billion more than in the previous year. The trade
surplus which Canada had enjoyed in earlier years was changed to deficit in 197k
despite the country's self-sufficiency in food and petroleum. The deficlits
incurred by Belgium-Luxembourg and Sweden and also by Australia and Wew Zealand
represented a reversal from the trade surplus position which each had experienced
in 1972 and 1973.

The combined deficits of BEC member countries amownted to about
$18.5 billion in 19Tk, four times the 1973 figure. The largest deficit was that
of the United Kingdom - $15.5 billion, almost double the 1973 figure. The
Ttalian deficit was second ~ $10.7 billion, representing an increase of more than
$5 billion over 1973. France's deficit of $6.4 billion was six times as great as
in 1973. On the other hand, despite the higher cost of imported oil and raw
materials and the slow-down in world trade, the Federal Republic of Germany
achieved a record trade surplus of $20.1 billion in 1974; with exports expanding
rather more tharn the IEC average and imports substantially less, this represents

o



an increase of more than $7 billion over the previous year's surplus. This
exceptional performance reflects the Federal Republic's relative success in
containing inflation 2/ and thus helping national exports to penetrate foreign
markets and, conversely, reducing the competitiveness of imports from abroad: in
dollar terms, export prices rose by 17 per cent between 1973 and 1974 as compared
with an average developed market economy increase of almost 26 per cent. The
volume of exports from the Federal Republic of Germany was 12 per cent greater in
197k than in 1973 but the volume of imports actually declined by almost

2 per cent. This was due in part to the stagnation of domestic demand and, in
part, to the failure of trading partners to increase their shares of the Federal
Republic market, despite the revaluation of the deutsche mark in February 1973 and
its subsequent strengthening in relation to most other currencies. Indeed,
expectations of further deutsche mark revaluation may heve contributed to the
country's relatively strong export expension in 19T4. This expansion also
reflects the low price elasticities of demand which that country's exports -
heavily weighted by capital goods - have tended to enjoy.

The trade deficit of Japen amounted to slmost $6.5 billion in 197h. The
increase of $5 billion over the 1973 deficit was substantially less than had been
expected in view of Japan's high dependence on imports of oil and other raw
materials. Both buoyant exports and reduced imports contributed to the
containment of the deficit: as indicated above, the volume of Japanese exports
increased by almost 17 per cent between 1973 and 1974, while the volume of imports
fell by close to 2 per cent, reflecting the 3 per cent declipe in final domestic
demand brought about by the restrictive monetary and fiscal policies pursued by
the authorities in 1973 and 197h.

Following the sharp increase in oil prices in January 197k, most developed
market economies expected to incur very large trade deficits. In the event, the
deceleration in economic activity held down the volume of imports, while mild
weather conditions and voluntery and mandatory cut-backs in the use of oil and
other fuels combined to reduce petroleum requirements. The volume of imports into
the developed market economies rose by less than 1.0 per cent in 1974 as compared
with an increase of 13 per cent in 1973. There was also a decline in the growth
of export volume but it was much less: <from 1k per cent in 1973 to 6 per cent in
197k. The absorptive capacity of developing countries, especielly the oil-
exporting countries of West Asia, proved to be grester than had been anticipated.
Preliminary figures indicate that the exports of the major industrial countries to
member countries of the Organization of Petroleum Exporting Countries in the first
nine months of 197h were almost 66 per cent greater in value than in the
corresponding period of 1973 (see table 30). Relative price movements also
contributed to containing the deficit: primary commodity prices showed
decelerating rates of increase or decline while the price trend of manufactures
continued upwards.

Though some measures of import control were adopted - by Denmark and Ttaly,
in particular ~- and movements in the external values of currencies responded to

2/ The consumer price index for the Federal Republic of Germany rose by
7 per cent between 1973 and 197h, the lowest rate of any developed market economy
(see table k3). In this connexion it may be noted that the country instituted
restrictive measures in late 1972, much earlier than most other major counmtries.
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world market forces, the developed market economies managed, on the vhole, to
avoid severely restrictive import measures or currency devaluation in order to
improve external trade balances in 1974. Except for the Italian lira which
depreciated slightly, the exchange rates of Furopean currencies strengthened
against the United States dollar in the course of 19T74. The Japenese yen fell
back to its 1972 dollar exchange rabte afiter having appreciated in 1973

(see table 31). The weakening in the external value of the dollar resulted from
the combined effects of & rising United States trade deficit, an outflow of
capital following the lifting of capital controls in January 19T4 and the easing
of Buropean restrictions on capital inflow, prospects of revaluation of the
deutsche mark and the Swiws franc and the raising of interest rates by a number of
FEuropean Governments as part of their anti-inflationary monetary policies. 3/ The
high rates maintained in France, Italy and the United Kingdom served to attract an
inflow of capital to offget thelr growing trade deficits.

In the course of the year, as a result of z rapidly rising trade deficit, a
high rate of inflation and a generally pessimistic appraisal of the cowntry's
economic situation, combined with some bank failures, the Ttalian lira came under
heavy selling pressure. There was substantial intervention by the Bank of Italy,
financed by new short~term borrowings from EEC, expansion of credit facilities by
the United States and the International Monetary Fund {IMF) and, in September 19Th,
& $2 billion loan from the Bundesbank of the Federal Republic of Germany. Gold
held by the Italian central bank was pledged as collateral for this Iocan,
$500 million of which was repaid in February 1975. The lira reached a record low
against the dollar in November 19Th. Subsequently it appreciated steadily
against the dollar but lost further ground in relation to the stronger European
currencies. The pound sterling was also subject to strong pressures in 19Tk as a
result of the United Kingdom's rapidly growing trade deficit, a continuing high
rate of inflation and the mounting misgivings of the holders of sterling balances
exemplified in December 197k by the decision of Saudi Arabia not to accept future
oil payments in sterling. Measured against the trade-weighted average exchange
rates of major trading partomers, the lira and the pound had lost between a fifth
and a fourth of their December 1971 (Smithsonian) parity by March 1975
(see table 32).

The French franc and the yen also lost ground in 1974, as they had in 1973.
Shortly after the increase in the price of petroleum at the beginning of 197k,

3/ Central bank &iscount rate

(Percentage, end of period)

1974

Country 1973 First Second Third Fourth
guarter guarter guarter quarter

France « v v ¢« « v « + » « » 11.00 13.00 13.00 13.00 13.00
Germany, Federal Republic of 6.00 7.00 T.00 7.00 6.00
Italy + +« v v « v 4+« » . 6.50 9.00 9.00 9.00 8.00
Bwitzerland . . . « + + .« . k.50 5.50 5.50 5.50 5.50
United Kingdom (bank rate) . 13.00 12.50 11.75 11.50 11.50
United States of America . .  7.50 T.50 8.00 8.00 7.75
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France ~ deciding against the use of reserves 1o support the frane - ended its
link with the joint float of European currencies. Its subsequent depreciation of
3 per cent against its major trading partners tended to curb imports and stimulate
exports. lLater in the year the yen and the franc began to recover, however, and
in March 1975 both were slightly stronger, in relation to the currencies of their
‘-gde partners, than at the time of the Smithsonian settlement. By Mey 1975, the
fre .o had strengthened to the extent that the Government requested readmittance to
the ..popean currency bloc. Australia and New Zealand devalued their currencies
in Sepumber 1974k, Against the United States dollar the devaluations amounted to
12 per ceat and 8.5 per cent, respectively.

In May 1974 the 2k member countries of the Organisation for Economic
Co-operation an¢ Development (OECD) agreed to a "code of good conduct” aimed at
preventing unilateral action to limit imports and stimulate exports. This served
to restrain trade destructive measures, but it did not prevent the negotiation of
& number of b{lateral agreements between oil-exporting and oil-importing nations
as the latter surove to assure themselves of future supplies of oil and at the
same time defend their external trade balances by promoting exports.

After allowing for & surplus on current account items other than trade, the
combined current account deficit of the 2k member nations of OECD was reported in
March 1975 to have amounted to $33 billion in 19T4. This was $5.5 billion less
than had been forecast towards the end of 1974 by the chairman of an OECD working
party.

The United States registered a current account deficit of $4 billion in 19Tk
as compared with a $450 million surplus in the previous year. The large deficit
incurred on merchandise trade more than offset a $4.4 billion net inflow of
investment income in 19Tk, meinly from United States petroleum affiliates abroad.
After allowing for long-term capital outflow of almost $5.2 billion, in addition
to merchandise trade and other current account transactions, the recorded United
States "basic" payments deficit in 19Tk amounted to $10.6 billion compared with a
deficit of about $1 billion in 1973 (see table 33).

Member countries of EEC registered a combined ecurrent account deficit of
$14 billion in 19Tk. As in the case of trade, the distribution of these current
balances was very uneven. The Federal Republic of Germany, the Netherlands,
Belgium and Luxembourg had current account surpluses totalling sbout $11 billion,
of which that of the Federal Republic of Germany accounted for about $9.5 billion.
The other five member countries accumulated current dccount deficits totalling
almost $24 billion. In contrast to the surplus countries which enjoyed
substantial improvement in theiy position in the early part of 197k, the deficit
countries - in particular France, Italy and the United Kingdom - fared worse
before mid-year., Towards the end of the year most of the defiecit countries were
able to reduce significantly their non-oil deficits or even record non-oil
surpluses. For the year as a whole, however, while the Federal Republic of
Germany alone had a2 non-oil current surplus of over $15 billion, the combined
non~-o0il current surplus for EEC as a whole was only about $10.5 billion.

The guestion of how 4o finance the deficits and whether existing financial
institutions - banks and multilateral agencies - were adequate to handle the
recycling of such vast sums from surplus to deficit countries is a matter of
continuing concern. While the banking system showed signs of strain during 197k
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and sevgral sizable banks collapsed, this resulted more from specilation in
currencies than from the weight of funds to be handled.

) The external deficits which were incurred by most developed market economies
in 19Tk were not financed by the drawing down of international reserves

(sge tables 3b to 36). In the aggregate, in dollar terms, these increased
sllght§y, though most of the primary exporters among the developed market
economies - southern European and the southern hemisphere countries, in
particular - as well as Denmark and Sweden did lose reserves and, reversing the
steeg upward trend of previous years, there was a fall of about $800 million in
the international reserves of the Federal Republic of Germany, réflecting the

lift%ng of controls on capital outflow combined with the attraction of higher
Toreign interest rates.

¥

. Aggregate reserves of the market economies ~ developing as well as developed
1ncrea§ed_by almost a fifth in 19Tk and at the end of the year stood at

$218 billion or SDR 178 billion. The great bulk of the increase - $32 billion or
al@ost 90 per cent - accrued to the petroleum-exporting countries the remainder
going more or less equally to the developed market economies and %he non-oil
developing countries. Most of the increment was in the form of Toreign exchange
holdings ~ primarily United States dollars ™ algo sterling - which rose fromg
SDR 100 billion to SDR 125 billion, though there w... ..., increases in th
reserve positions of member countries in IMF (from about Buw 1 e y
SDR 9 billion), while official gold holdings remained virtually uncios t? almost
SDR 36 billion. " spout

TFor some countries, the funds accumulated by cil-exporting countries were an
important source of finance: of the $70 billion L/ current account surplus
registered by the oil-exporting countries in 1974, about $21 billion is thought to
have moved into the Furo-currency market, from which several developed market
economies borrowed in the course of the year: the Japanese external deficit was
largely financed by short-term funds from this source, and Ttaly and the United
Kingdom were alsc important borrowers. Long-term investments of oil surplus funds
were largely concentrated in the United States and the United Kingdom. The former
attracted $11 billiion of funds in this way; the latter, $7 billion. In addition,
the United Kingdom received a long-term line of credit of $1.2 billien from Iran,
coly part of which was drawm upon in 197k, A further $5 billion of oil surplus
money was offered in direct lending to official institutions in developed market
economies other than the United States and the United Kingdom. Japan, for
example, received a loan of $1 billion from Saudi Arabia. Italy borrowed
$1.2 pillion from the International Monetary Fund oil facility, $1.8 billion from
other member countries of EEC and, as reporited above, $2 billion from the
Pundeshank of the Federal Republic of Germany.

In contrast to previous years, 19Tk sav a large ($10 billion) net outflow of
cepital from the Federal Republic of Germany. Over three fourths of this
represented the movement of short-term capital associated, for the most part, with

i/ The 1974 current surplus of the major oil-exporting countries is estimated
by IMF at about $70 billion, and the combined deficit of other members of the Fund
at about $50 billion. Of the difference, about $15 billion is thought to be
attributable in part to asymmetrical recording of items in the current account
and, in part, to errors and omissions.
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the financing of the upsurge in exports but alsc in response to banking
uncertainties as well as to higher foreign interest rates, especially after the
middle of the year. The net outflow of long-term capital amounted to $2.2 billion,
in contrast to the large net inflow that had characterized earlier years of the
decade. Almost half of the net outflow in 1974 represented the repatriation by
foreigners of fixed-interest securities but there was also $0.3 billion of public
lending and net private lending of $0.7 billion {compared with net borrowing of

$3 billion in 1973}. At $1.9 billion, direct investment abroad was slightly
greater than in 1973, but it was appreciably less than foreign direct investment in
the Federal Republic of Germany.

While the combined external deficit of the developed market economies in 19Th
was large in absclute magnitude, these countries, by virtue of the services which
their financial institutions offer and the favourable investment opportunities they
afford, especially in real estate and industry, within relatively stable economic
and political structures, tend to be more advantageously placed to attract the
foreign funds required to finance their external deficits.

In April 1975, countries members of OECD agreed tc the establishment of a
Financial Support Fund with resources of SDR 20 billion which could be used by
participants in balance-of-payments difficulties after they had had recourse to
alternative means of international support through the Common Market or the
International Monetary Fund. Accommodation from the new Fund would be conditional
upon the applicant country's conforming to economic policies which had the support
of the Governing Board of the Fund. The agreement will enter into force when
countries holding at least 90 per cent of the gquobtas have deposited instruments of
ratification, but if 15 countries, holding at least 60 per cent of the quotas,
ratify, they may bring it into force among themselves.

In June 197k, after almost two years of discussion and with all the developed
market economies except the Federal Republic of Germany experiencing large external
trade deficits and internal prices rising at rapid but differing rates, the
Committee of 20 concluded that the time was not appropriate to determine the
details of a future international monetasry system. Nevertheless, in an Outline
of Refeorm, the Committee indicated the main features of a new international
monetary system. 5/

5/ These include: better functioning of the exchange rate mechanism with the
exchange rates based on stable but adjustable par values and with floating rates
recognized as providing a useful technique in particular situations; co-operation
in dealing with disequilibrating capital flows by such actions as the harmonization
of monetary policies, prompt adjusitment of inasppropriate par values, use of wider
margins and the adoption of floating rates in particular situations, and the use of
administrative controls, including dual exchange markets and fiscal incentives;
symmetry of obligations om all countries, surplus as well as deficit, including
those whose currencies are held in official reserves; better management of gilobal
liquidity and the avoidance of uncontrolled growth of reserve currency balances;
credit facilities to provide adeguate elasticity to the settlements system and as
much fresdom for countries to choose the composition of their reserves as is
consistent with the over-all objectives of the reform; special drawing rights as
the principal reserve asset and the numéraire in terms of which par values would
be expressed; a reduced role for gold and reserve currencies; and the promotion of
the transfer of resources to developing countries.
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The Committee also formulated guidelines for countries authorized to adopt
floating rates and in particular for the interim period of widespread floating.
These guidelines were subsequently (13 June 197k} adopted by the Executive Board
of the Fund with a view to promoting international consistency in the way in which
floating rates were managed by individual Governments. The main objeet was to
prevent not only the introduction, for balance-of-payments purposes, of
restrictions on current account transactions but also sharp or disruptive
fluctuations in the exchange value of currencies. Official intervention on the
foreign exchange market should be desipgned to maintain rotes that are realistic in
relation to trends in prices and reserves, bearing in mind the interests of trading
partners in general and more particularly those of the countries issuing the
currencies uged in the intervention.

One of the recommendations of the Committee of 20 was a revision of the
method of valuing the Fund's special drawing rights. This was implemented in
June 19Th when the Ixecutive Directors announced that henceforth SDR would be
valued on a daily basis in relation to a weighted basket of the currencies of the
16 countries whose 1968-1972 share in world trade exceeded 1 per cent. 6/

At the same time the rate of interest on SDR was set at 5 per cent per annum,
vhich is the basic rate for use of the use of the super gold tranche positions.
After January 1975 these rates became subject to adjustment in relation to a
weighted average of short-term interest rates in the Federal Republic of Germany,
France, Japan, the United Kingdom and the United States of fmerica. 1/ Charges on
the use of the Fund's regular resources were also revised upwards to range from
L4 per cent on amounts outstanding up to one year to O per cent for amounts
outstanding from four to six years.

June also saw the establishment of a new "oil facility" with an initial
capital of SDR 3 billion to provide accommodation for periods of up to seven years
to member countries experiencing payments difficulties as a result of the increases
in the cost of petroleum and its products. In January 1975 this facility was
extended and enlarged to SDR 5 billion.

Foliowing the dissolution of the Ccimittee of 20 on 2 October 1974, an Interim
Committee of the Board of Governors of the International Monetary Fund on the
International tMonetary System was established, snd at its second meeting in
January 1975, it recommended that the Fund's resources be expanded through an
increase in members' guotas.

ﬁ/ The countries and the weights of their currencies in the backet are as
follows: United States of America, 33; Federal Republic of Germany, 12.5; United
Kingdom, 9; France, 7.5; Japen, 7.5; Canada, 6; Italy, 6; Netherlands, 4.5;
Belgium, 3.5; Sweden, 2.5; Australia, 1.5; Spain, 1.95; Norway, 1.5; Denmark, 1.5;
Austria, l; South Afrieca, 1.

7/ ¥recn the combined market rate is below 9 per cent the rates will be reduced
below 5 per cent by three fifths of the difference between the combined market rate
and 9 per cent. Correspondingly, if the combined market rate rises above
11 per cent, the rates will be increased above 5 per cent by three fifths of the
difference between the combined market rate and 11 per cent. However, in 1975 and
1976, to keep expenditure in line with income, a lover rate of remuneration will be
paid on the segment corresponding to the Fund's holding of currency between 75 and
50 per cent of gquotas.
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Under the Articles of Agreement, these quotas are due for review in 1375, five
years having elapsed since the last general review. The Committee called for an
inerease in total guotas by 32.5 per cent to SDR 39 billion. The shares of the
major oil-producing countries in the enlarged Fund would be doubled without
altering those of other developing countries, thereby increasing the share in the
Tund of the developing countries as a whole.

The Interim Committee also recommended that a special account be established
from which payments would be made to the countries most seriously affected by
ongoing price changes so as to reduce the burden of interest payments on their oil
facility drawings. It also proposed that work should continue on amendments to the
Articles of Agreement being considered as part of the reform of the international
monetary system. Among these amendments would be the abolition of the official
price of gold and the ending of the requirement that members pay a portion of their
quotas in gold.

Developing countries

Preliminary estimates indicate that the export earnings of the developing
countries reached $232 billion in 1974, more than double the amount recorded in
1973. Measured in current dollars, tHe expansion was most marked in West Asia,
where exports more then trebled, followed by Africa (an increase of 85 per cent},
the western hemisphere (77 per cent) and South and Fast Asia (LT per cent).
Compared with exports, imports registered a smaller increase in Africa and West
Asia, and a larger increase in the western hemisphere and South and East Asia.
As a result, the trade balance was substantially more active than in 1973 in the
case of the developing countries of Africa and West Asia and much more passive
in the other two regions. The over-all trade surplus - measuring exports f.o.b.
and imports c.i.f. - appears to have been substantially increased from the high
figure of $12 billion recorded in 1973 to about $71 dillion in 197k or about
30 per cent of the year's export earnings {see table 22).

Reflecting the decline in the demand for imports in the developed market
economies, the export quantum of the developing countries rose by only 2.5 per cent,
the smallest gain in the 19711974 period and appreciably below a target rate of
somevhat higher than 7 per cent stipulated in the International Development
Strategy. However, if the export volume is adjusted for changes in the terms of
trade in order to measure its purchasing power over imports, it increased by
L5 per cent, the largest gain in the first four years of the 1970s. 1In contrast to
the deceleration in the growth of export volume, the developing countries increased
their import volume by an estimated 13 per cent - by far the greatest gain in the
1971-197h period. This helped to check the deceleration in exports of the
developed market economies, as compared with the rate of deceleration in their
imports.

The totals for 1974 hide unusually large disparities among various groups of
countries; most notably between the petroleum exporters, on the one hand, and the
rest of the developing countries.

The export earnings of oil-producing countries more than trebled in 1974,
rising from $45 billion in 1973 to a record level of $138 billion. This massive
increase in revenue was the result of higher prices; the aggregate export volume of
petroleum-producing countries actually declined as a result of the econonic
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slow-down in the developed market economies and various steps taken to conserve
energy. As a result of the improvement in the terms of trade of the petroleun-
exporting countries, the purchasing power of their exports over imports more than
doubled between 1973 and 197h. At the same time, they increased their imporis by
about two thirds in value and one seventh in volume, thus registering a balance of
trade surplus of $102 billion or somewhat more than 2.5 times the amount spent on
their imports in 1974.

Among the oil-exporting countries the rate of increase in earnings was below
the average for this group in Algeria, Ecuador, Irag, Kuwait and the Libyan Arab
Republic, where petroleum production was cut in 1974, and also in Gabon, Indonesia
and Nigeria, where petroleum does not yet account for a dominant share in total
exports. The highest increases in exports were reported by Iran, Saudi Arabia and
the United Arab Emirates, vwhere petroleum production increased in 1974, Ecuador,
Iran, irag, the Libyan Arab Republic, Oman, Saudi Arabia and Trinidad and Tobago
all increased the value of their imports more than the average rate of 65 per cent
recorded by the petroleun~exporting countries as a group in 1974, Of the resultant
trade surplus of $102 billion, Saudi Arabia accounted Tor one third, Iran for
nearly one fifth and Nigeria and the United Arab Emirates for one fifteenth each.

In the developing non-oil-exporting countries the growth of total import
values, by 64 per cent to $135 billion, exceeded that of export earnings and their
trade deficit rose from §11 billion in 1973 to $31 billion in 1974 or nearly
a third of the year's export earnings, which at $94 billion were Uk per cent above
the 1673 level.

In volume terms, the exports of developing non-oil-exporting countries rose
about 4 per cent in 1974, less than the average of nearly T per cent registered in
the 1971-197h pericd. The deceleration was most marked in South and Fast Asia
where exports of manufactures and industrial raw materials slowed down as the year
progressed. For instance, the high (38 per cent) rate of export growth between
1973 and 1974 recorded by the Republic of Korea masks a deceleration from an
87 per cent rate of growth beiween the corresponding first quarters of 1973 and
197k, through an increase of 35 per cent in the corresponding third quarters, to a
decline of about 5 per cent in the corresponding fourth guarters. The volume of
exports from the Philippines moved in & similar fashion, except that the 1974
annual average was nearly 30 per cent below the 1973 level. On the other hand, in
the wake of better harvests, Burma and Thailand recovered from & sizable reduction
in export guantum in 1973 and recorded an expansion of 4 per cent and 13 per cent,
respectively, in 197k. India, Indonesia and Pakistan all registered a moderate
expansion, whereas Hong Kong, Malaysia, Singapore and Sri Lanka exported smaller
volumes in 197k than in 1973.

Reflecting a sharp recovery of agricultural output (especially cocoa and
ground-nuts), the volume of exports from non-oil-exporting countries in Africa
swvung from a decline in 1973 to an increase of nearly 7 per cent ip 1974. In the
western hemisphere, where the combined guantum rose more than 6 per cent in 197k,
reducticns in export volumes of Argentina, Brazil and Honduras were more than
offset by increases from Guyana (sugar), Nicaragua {coffee and cotton), Peru
(fishmeal and iron ore), El Salvador and Guatemala {cotton and sugar); and from
Chile which recovered from a reduction in 1973 to register a large increase in its
gquentum of exports in 1974. 1In West Asia, the volume of exports rose by 3 per cent
in 19T4: there was virtually no growth of Israel’s exports, and this partly offset
a higher export growth registered by other non-oil-exporting countries in the
area (see table 25).
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In the first half of 1974, the buoyant conditions of 1973 still characterized ;
the trade and payments situation of a number of non-oil-exporting countries, but
as the year progressed, prospects began to deteriorate as the decline in demand
in the developed market economies began to exert an adverse effect on other
countries’ export earnings. The price index of primary agricultural commodities
and non~Terrous metals exported by the developing countries reached its peak in
the second guarter of 19Thk. TFood prices were then a fifth higher and non-ferrous
metal prices a third higher than in the fourth quarter of 1973. The prices of
non-food agricultural commodities were already beginning to fall and between the
second quarter and the fourth they declined by 1k per cent. In the same interval, !
non-ferrous metal prices fell by 43 per cent. Food prices, however, continued to
rise a further 15 per cent (see table 27). These averages hide such movements as
the collapse of the copper price to one third of its peak, the halving of the
rubber price, and the guadrupling of the sugar price between the beginning of the
year and November. {
|
Given this diversity in price movement, foreign exchange earning of individual
countries vere greatly influenced by the composition of their exports. Of the ‘
major primary commodities moving in international trade, only wool had a lower
average price in 19TW than in 1973. By the last quarter of 1974, however, several
other commodities had declined below the corresponding 1973 level - coffee and _
meat (whose 19Tk price was about 6 per cent above the 1973 average), rubber |
(12 per cent), cotton (21 per cent), lead ore (36 per cent), rice (39 per cent) '
and zinc metal and ore (47 per cent). TFor the rest, despite a deceleration or
dowvnturn in sane pyices in the course of the year, the level in the last quarier
of 1974 was still above the corresponding 1973 figure - less than an eighth in the
case of wheat, copra and coconut oil and lead, beitween a third and a half in the
case of maize, linseed o0il, soya beans, cocoa, tea and ground-nut oil, by more
than double in the case of cotton-seed o0il and petroleum and more than threefold
in the case of sugar. And among these, the average 197k price of some of the
vegetable seeds and oils was more than double the 1973 level, that of sugar almost
three times and that of petroleum well over three times.

The vear-to-year increases in export earnings of non-oil-exporting countries
in the western hemisphere (53 per cent), Africa {47 per cent) and West Asia
(38 per cent) were the largest of the decade. In the case of South and Fast Asia,
on the other hand, the 19Th increase (36 per cent) was less than that of the
previous year (51 per cent) {see table 37).

Of the Th countries for which estimates can be made, cnly four earned less,
in current dolilars, from their exports in 1974 than in 1973 (see table 38). Those
include Bangladesh, Burundi and the Sudan where harvests were poorer, and Mali
whose fish exports were down. At the other extreme an increase in export earnings
of more than three fifths was achieved by 30 developing countries. In addition to
the 19 major exporters of petroleum and petroleum products (including the
Nétherlands Antilles and Singapore), this group included phosphate exporters
(Jordan, Morocco, the Syrian Arab Republiic and Togo), and sugar producers (the
Bahamas, Guvana, Jamaica and Mauritius). A recovery in ground-nut production
permitted a sharp swing in exports for Senegal -~ from a decline in 1973 to a
substantial increase in 19Th. In Tunisia, export earnings from crude netroleum,
phosphates, olive oil and lead more than doubled in 197hk as a result of both
volume and price gains. Bolivia increased its earnings from petroleum and tin,
while Chile swung from a yeduction in 1973 to expansion in 197kL.
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Export inereases among coffee producers ranged from around a Tifth (in Costa
Rica, El Salvador, Ethiopia and the United Republic of Tanzenia) to around a third
(in Colombia, Brazil, Guatemala and Haiti). The increases in the earnings of cocos
producers ranged from 20 per cent (in Ghana, where volume was reduced) to over
k0 per cent (in the Ivory Ceast, where a doubling of cocoa earnings more than
compensated for depressed coffee and wood exports, and in the United Republic of
Camercon, where coffee shipments increased). Among cotton producers the range was
also wide: there was a reduction in the earnings of the Sudan, an increasse of less
than 20 per cent in Pakistan, but gains of around two fifths in Fgypt, Mexico and
Nicaragua. HMeat exporters’ earnings rose by between 10 per cent and 20 per cent
(Argentina, Somalia and Uruguay}. Increases of nearly 60 per cent were recorded
in the earnings of rice exporters (Burma and Thailand). On the whole, exporters of
manufactured goods and industrial components (Hong Kong, Israel, Mexdico, the
Philippines, the Republic of Korea and Bingapore) saw a slackening of the rate of
increase in export earnings in 197h. The low price of rubber militated against a
substantial increase in the export earnings of Malaysia, and depressed COpper
prices held down earnings in Zaire and Zambia.

Of the 58 developing non-oil-exporting countries for which estimates can be
made, rather less than half registered a significant acceleration in the pace of
export expansion in 1974, though in three Tourths of the total develcping non-oil-
exporting countries export earnings rose less than the average rate of this group
(43.8 per cent) in 19Th (see table 38).

Though average export prices of developing non-oil-exporting countries were
substantially higher in 197k than in 1973, their import prices rose even more,
and their terms of trade deteriorated by about 6-9 per cent in South and East Asia,
8 per cent in West Asia, 5 per cent in Africa and 1 per cent in the western
hemisphere {see table 26). The countries that improved their terms of trade
included exporters of bauxite, phosphate and sugar and they tended to be small in
population. Among the countries whose terms of trade worsened, by contrast, were
some of the largest including Argentina, Bangladesh, Brazil, Egypt, Ethiopia,
India, Kenya and Pakistan.

Thus, though the volume of exports of the non-oil-exporting developing
countries rose by 4 per cent, the aggregate purchasing power of their exports actually
fell by almost 2 per cent. This represents a sharp swing from the 16 per cent
increase in the purchasing pover of exports registered in 1973 {when there was
a T per cent increase in export volume and a 9 per cent improvement in the terms of
trade} and it compares unfavourably with the annual average increase of 5 per cent
registered over the 1971-197h period. South and Fast Asia experienced the most
notable turn about: from a 20 per cent increase in 1973 to a reduction of more
than 7 per cent in 197L; West Asia had a similar though smaller swing - from a
5 per cent increase to a 6 per cent decline. TIn the vestern hemisphere the growth
in the purchasing power of exports decelerated from 16 rer cent in 1973 to
6 per cent in 197h, while in Africa it slowed down from 11 per cent to 2 per cent.

Despite the slow-down in export volume of the developing non-oil-exporting
countries, their import quantum sccelerated sharply in 19Tk to a rate estimated
at 12-20 per cent in the western hemisphere, 11 per cent in Africs, 6 per cent in
West Asia and 5 per cent in South and Fast Asia. Over the 1971-197h period the
over-all import guantum of the developing non-oil-exporting countries increased at
the International Development Strategy target rate of somewhat less than 7 per cent.
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The increase was above that figure in the western hemisphere and West Asia, below
it in Africa and South and East Asia (see table 25).

Among the developing non-cil-exporting countries that registered an increase
of more than 20 per cent in the volume of imports in 1974k were Bolivia, Brazil,
the Dominican Republic, Guatemala, Mexico, Wicaragua and Peru in Latin America;
Egypt, Mauritius and Tunisia in Africa; the Syrian Arab Republic in West Asia: the
Republic of Korea in South and East Asia. At the other end of the scale, several
countries reduced their import quantum in 1674, including Bangladesh, Barbados,
Thailand and Uganda.

Reflecting the increase in both volume and price of imports, four out of
five of the developing non-oil-exporting countries accelerated the pace of import
expenditure in 1974. Some of the largest increases in Imports were in countries
whose export sector was also very buoyant in 19Tk - the Bahamas, Mauritius, the
Syrian Arab Republic and Tunisia, for example, all increased both exports and
imports by over 80 per cent. In several countries, however, expenditure on imports

expanded much faster than the corresponding increase in export earnings: in Brazil,

Fgypt, Ghana and the Sudan, for example, the rate of import expansion was over
50 per cent above the rate of increase in export earnings (see table 38).

With import expenditure rising more rapidly than export earnings, the over-ail

trade deficit of the developing non-oil-exporting countyies, which had been slightly

reduced between 1972 and 1973, was sharply enlarged in 1974, The change was
similar in all the major regions: the deficit was trebled in the western
hemisphere and in South and East Asia and doubled in West Asia, while Africa's
small surplus in 1973 was turned into a sizable deficit in 1974 (see table 39).

Of individual developing non-oil-exporting countries, only one in nine increased
the size of its surplus and one in 12 swung from defieit to surplus or reduced its
deficit. By far the largest proporiion {more than half the countries) experienced
a widening deficit in 197k, while a fourth either shifted from surplus to deficit
or reduced the surpius.

The first four vears of the 1970s witnessed a continuous and rapid increase
in the international liquidity of the developing countries, which accelerated in
1974 as a result of the sharp upswing of the earnings of the petroleum-exporting
countries. The combined reserves of the developing countries rose by $3k billion
in 1974. The reserves of the petroleum-exporting countries registered the largest
gain in the Decade (from $15 billion to $47 pillion), while those of the other
developing countries registered the smallest expansion (from $27 billion to
$29 billion).

This increase raised the developing petroleum-exporting countries' share of
world reserves from 6 per cent at the end of 1970 to 22 per cent at the end of
1974 while the other developing countries' share of world reserves declined
slightly from 14 per cent to 13 per cent.

Among the petroleum-exporting countries, the largest relative increases in
reserves in 19Tk were registered by Iran, Nigeria and Trinidad and Tohago -~ more
than sixfold in the year. Among the developing non-oil-exporting countries, by
contrast, nearly two fifths drew down their international reserves in 197h and a

third ended the vear with a ratio of reserves to imports lower than at the beginning

of the Decade. Compared with the position at the end of 1970, the reserves of the
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petroleum-exporting countries had risen from seven months' import equivalent o
over two years' equivalent, and those of the other developing countries from rather
less than five months' import equivalent to rather more than six (having receded
from a peak of eight months' equivalent in 1973). Of the 62 non-oil-producing
countries that report reserves only six held smeller reserves at the end of 1974
than at the end of 1970: they were Burundi, the Ivory Coast, Senegal, the United
Republic of Tanzania, Zaire and Yambia (see table 40).

All the countries whose reserves declined in 19Tk had passive trade balances
for the year. They included Brazil, Costa Rica, Guatemala, Nicaragua and Uruguay
in Latin America; Burundi, the Central African Republic, Egypt, Ghana, the Ivory
Coast, Madagascar, the Niger, Rwanda and the United Republic of Tanzania in Africa;
India, Israel, Pakistan, the Republic of Korea and Sri Lanka in Asia. By the same
token the non-oil-exporting countries that increassed their reserves most (by over
50 per cent) in 1974 almost ail enjoyed a large trade surplus - as in the case of
Bolivia, Burma, the United Republic of Cameroon and Mauritania. Others in this
group were Mauritius, which swang from deficit in 1973 to a modest surplus in 197k
and Morocco, whose trade deficit was reduced in 19Th.

A number of countries gained reserves not in the course of commodity trade
but rather because of capital transactions. This was the case in the Syrian Arab
Republic, the Philippines and Thailand where, in the face of trade deficits,
international liquidity was improved by the inflow of Financial resources.

Since the developing non-oil-exporting countries as a whole had a large trade
deficit (nearly $32 billion) and Yeceipts from emigrants' remittances, tourism and
other invisibles are unlikely to have risen very significantly, it is clear that
the flow of donations, loans and investment must have expanded considerably to have
yielded a $2 billion increase in reserves.

Reflecting the slackening in export earnings and the upsurge in import
expenditure, net drawving from the Internationsal Monetary Fund by developing non-oil-
exporting countries increased from SDR 82 million in 1973 to SDR 1,313 million in
1974, Petroleum-exporting countries, by contrast, were net repayers in both years -
SDR 146 million in 1973 and SDR 40 million in 197L, Developing non-cil-exporting
countries in the western hemisphere and West Asia swung from net repayment to net
borrowing, while those in Africa and South and East Asia increased their net
borrowing substantially in 1974. The number of developing oil-importing countries
that were net drawers on the International Monetary Fund rose from 15 in 1973 to
34 in 19Th. Of the latter, four countries - India (SDR 573 million), Laos
(SDR 130 million), the Philippines (SDR 110 million) and Chile (SDR 81 million) -
accounted for more than three guarters of the total.

The developing oil-importing countries also drew from the "oil faciiity" which,
as indicated above, had been set up by the Fund in June 1974 to assist member
countries in overcoming the initial impact of the higher cost of o0il imports on
their balance of payments without resorting to extreme restrictions. By the end of
the year no less than 28 developing countries had made use of this facility,
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borrowing a total of SDR 774 million; 8/ chief among them are India
{SDR 200 million), Pakistan (SDR 98 million) and the Republic of Korea
(SDR 90 million).

From the limited evidence available in April 1975, 9/ it appears that the flow
of official donations to the 17 developing countries reporting their balance of
payments for 19Tt increased by a third. Sharp increases were reported by
Ethiopia, Jordan, Mexico, Pakistan, Peru, the Republic of Viet-Nam and Thailand,
offsetting reductions in the flow to the Philippines. The flow of goverrment
grants from the United States to developing countries was just over $5.1 billion,
more than three times the 1973 level. The increase was concentrated in Asia and
reflects extraordinary transactions with India, Israel and the Republic of Viet-lNam
involving a %3.1 billion increase in grants and a corresponding reduction in net
lending.

The 17 reporting countries received a much larger inflow of direct investment
in 19T4: at $1.5 billion it was more than double the 1973 level. This increase
arose partly from a large (%329 million) net repatriation of foreign capital from
Venezuela in 1973 but there was also a substantial increase in investment in
Guatemala, Jamaica, the Republic of Korea, Mexico, Paraguay and Thailand in 1974,
Western Burope and Japen played a greater role in the increased flow of direct
investment in 19TL4; the net outflow from the United States declined from
$1.2 billion in 1973 to $1.1 billion in 1974, a trebling of investment in latin
America being more than offset by a large net repatriation of investment from
Africa and Asia.

et borrowing by the Govermments of 17 reporting countries increased from
$1.6 billion in 1973 to $2.7 billion in 197h. By far the largest components of
this increase went to Mexico (which drew $0.83 billion) and Peru (%$0.9 billion).
On a much smaller scale, there were also increases in the net offieial borrowing of
Jamaica, Pakistan and the Republic of Viet-Nam. There were marked reductions from
the 1973 level of net borrowing by Colombia (down to less than $0.1 billion)} and
the Republiec of Korea {down to $0.1lk billion).

The flow of private long~term capital into the 17 countries increased by about
two fifths in 19Tk to $3 billion. There was a major expansion in the flow of
private funds to Mexico {which reached $1.9 billion in 1974) and to the Republic
of Korea ($0.6 billion). On a much smaller scale there were also increases in the
flow of private loans to Jamaica and Paraguay, while Thailand swung from net
vepayment in 1973 to net borrowing in 197k ($0.2 billion) as did Venezuela on a much
smaller scale. Peru and the Philippines made net repayments in both years.

8/ In the first three months of 1975, a further SDR 0.26 billion was provided
by the oil facility for 18 developing countries, chiefly to Chile {SDR 77 million),
Israel (SDR 62 million) and Pakistan (SDR 27 million).

9/ Seventeen developing countries, Chile, Colombia, Ethiopia, Guatemala,
Israel, Jamaica, Jordan, the Republic of Korea, Mauritius, Mexico, Pakistan,
Paraguay, Peru, the Philippines, the Republic of Viet-lMam, Thailand and Venezuela.
These countries, selected on the basis of data availability, accounted for
27 per cent of the total imports of the developing countries in 1973.




In the aggregate, the net inflow of new capital and official domations into
this group of countries increased by two thirds in 197k, approaching $8.7 billion.

Part of the increase in private capital flows to the developing countries
represents the results of more extensive borrowing on the Buro~currency market,
Eight 10/ of the 17 reporting countries were involved in publicly announced credits
negotiated on this market in 1974, adding up to %3.2 billion. Altogether 25
developing countries borrowed on this market in 1973 and in 1974. The total amount
negotiated by non-oil-exporting countries amounted to $6.4 billion in 197h as
compared with $4.8 biilion in 1973. The petroleum-exporting countries had mueh less
need for such loans in 19Th: in 1973 $3.1 billion was borrowed by 11 countries and
in 1974 $0.75 billion was borrowed by seven countries. Among the developing
non-petroleum-exporting countries that borrowed large amounts in 1974 were Mexico
(credits totalling $1.5 billion), Brazil ($1.h billion), the Philippines
($0.87 billion), Peru ($0.39 billion), Egypt and the Sudan (%0.23 billion each) and
the Republic of Korea (%0.22 billion).

Though the terms of these loans are hard by development assistance standards,
they have been within the normal range associated with conventicnal banlk lending.
The rate of interest has usually beern designated in terms of a margin over an
interbank lending rate. However, of the total credits obtained by the developing
countries, the proportion with maburities of over 10 years declined from 27 per cent
in 1973 to avout 14 per cent in 197k, while that with maturities of 1 to 6 years
increased from 7 per cent to 16 per cent. Despite the increasing use made of
this market there are many developing countries that do not have access to it. In
1974, only two lower—income countries (with per capita income of less than $200 in
1972) borrowed on this market - the Sudan ($232 million) and Zaire ($105 million),
and in the case of the former the loan bore the guarantee of Saudi Arabia,

Preliminary estimates 11/ indicate that the total net flow of financial
resources to developing countries and multilateral institutions amounted to about
$30 billion in 1974, Of this the developed market economies accounted for about
$24 billion, OPEC members for about $4.8 billion, and the centrally planned
economies for $1.4 hillion.

The $2% billion disbursed by the developed market economies in 197k represents
an increase of about %2 billion over the 1973 figure. Thus, in nominal terms there
was a rise of 8 pPer cent but in real terms, after price increases are taken into
account , ;g/ a decline of about 9 per cent. The amount represents about
0.69 per cent of the gross national product of the developed market economies, u
sorevhat lowver proportion than in 1973 and considerably below the International
Development Stratemy target of 1 per cent,

10/ Colombia, Jamaica, Mexico, Peru, the Philippines, the Republic of Korea,
Thailand and Venezuela,

11/ Development Assistance Committee of CECD, April 1975.

12/ By deflating the increase in unit price of manufactured exports between
1973 and 197k {19 per cent).
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Of the estimated $24 billion transferred to the developing countries from the
developed market economies in 1974 2 sum of $11 billion was in the form of official
development assistance. This was %2 billion more than in 1973 - an increase of
about 20 per cent in nominal terms or about 2 per cent in real terms. 13/ The
amount represented about 0.32 per cent of their gross national product, a slight
improvement over the 1973 percentage and in line with the 1971-1972 average, but
considerably below the International Development Strategy target of 0.7 per cent
(see table hl).

The flow of resources to the developing countries from the OPEC members -
$4.8 billion, more than three times the 1973 figure - represents about 3.4 per cent
of their gross national product. Just over half - an estimated $2.5 billion or
1.8 per cent of their gross national product ~ was in the form of official
development assistance. Nearly four fifths of the bilateral disbursements of
OPEC countries in 19Tk went to four countries (Egypt, India, Pakistan and the
Syrian Arab Republic). Some of these flows formed part of new triangular
arrangements under which the petroleum-exporting countries supply the capital, the
industrial countries the technology and the developing countries the land and
labour.

In March 1975, the International Bank for Reconstruction and Development
apnounced that its richer member nations, including the oil-exporting countries,
were moving towards a new lending arrangement in the form of a "third window",
designed to add $1 billion a year to the flow of aid to almost 50 of the poorer
countries at subsidized interest rates mid-way between the normel level for Bank
loans ~ based on Bank borrowing rates and about 8.5 per cent at that time - and the
zero rate of the International Development Association. The richer countries would
pay the difference between market rates and rates charged to developing countries.

Thus, the developing non-oil-exporting countries as a group experienced
generally more Tavourable results on the international scene than had been
anticipated at the beginning of the year. The supply of goods and services
available to them for development was substantially augmented by a considerable
inerease in the quantum of imports relative to exports. And in the aggregate the
resultant trade deficit was not a drain on their reserves; it was financed by a
large flow of official donations and long-term capital from advanced countries and
petroleum-exporting countries.

These results were not uniformly distributed, however, and for a number of
countries 197h was a difficult year. This was particularly the case for some of
the food-deficit countries and for some whose principal export commodities did not
share in the 1972-19TL upsurge in demand and price. Bven some of the raw material-
exporting countries that had benefited most from the industrial boom began to feel
pressure on their external balance as the year progressed and their export prices
declined while the cost of mapufactured imports continued to rise.

Thus, in the course of the year many countries initiated measures to defend
their external payments position. Some (notably Brazil, Ghana, India, Israel,
Kenya, Pakistan and Peru) mede special efforts to cut down imports of non~essential
goods so as to sustain the supply of capital goods needed for continued economic

13/ By deflating the increase in unit price of manufactured exports between
1973 and 1974 (19 per cent).
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growth. Some, including Chile, Costa Rica, Guatemala, Israel, Kenya, the Republic
of Korea, the Republic of Viet-Nam, the United Republic of Tanzania, Uganda and
Uruguay, resorted to exchange-rate adjustments to improve their external balance,
Some sought to promote exports by subsidies (Kenya), tax rebates (Israel) or
elimination or reduction of export taxes (Malaysia, Pakistan and Thailand).
Following the example of petroleum-exporting countries and in some cases with their
financial support., producers of bananas, bauxite, coconut, coffee, copper, mercury,
phosphate, rubber, silver, tea, timber and tungsten ore began to band together in
association with a view to increasing their bargaining powver in transactions with
multinational corporations and importing countries, by aligning their policies in
respect of production, inventories, expori and taxation of the commodity in
question and thus influencing world prices.

In the meantime, the international community took steps to assist countries
adversely affected by the high cost of food and petrcleum. In May 19Tk, the
General Assembly at its sixth special session set up a Special Programme within the
framework of a broad Programme of Action on the Establishment of a New International
Peonomic Order. As a first step in this Special Programme a one~year emergency
operation was launched to provide relief to those developing countries most
seriously affected by recent economic developments. Up 4o the end of March 1975
a sum of $136 million had been committed and $60 million disbursed for such
assistance.

Centrally planned economies

The foreign trade of the centrally planned economies of Eastern Furope and
the USSR showed substantial growth in value terms in 1974 and probably expanded in
real terms at a higher rate than that of the rest of the world. ;&j Exports of the
group increased by about 23 per cent, from $52 billion in 1973 to $65 billion in
1974, and imports grew by about 24 per cent, from $53 billion to $66 billion.
Value growth was slower than that observed for world trade in 197h, but this merely
veflects the fact that about two thirds of the CMEA countries' trade is transacted
within the group, where prices were held stable or showed only very small increases

1L/ Volume growth in the foreign trade of the Eastern European countries of
about 8 per cent for exports and about 15 per cent for imports can be derived from
officially reported price changes. Although no similar data are as yet available
for the Soviet Union, an approximation of the probable impact of world market price
movements on the commodity composition of Soviet trade with non-socialist countries
permits a range estimate for volume growth in total trade of the country of
8-14 per cent for exports and 6~11 per cent for imports. Total guantum growth for
the group can then be estimated at 8-10 per cent for exports and 10-13 per cent for
imports, as compared with a 5 per cent guantum growth rate for exports and imports
of the market economies {see table 23).



during the year. 15/ The Eastern Buropean countries generally increased imports
more than exports, both in value and in volume, whereas the USSR expanded exports
at a much higher rate than imports (see table L2).

Because of the very different behaviour of foreign trade prices in the internal
market of the CMEA group and in its trade with the market economies, a separate
consideration of these two trading areas is more necessary in 19Tk then in any
previous year. The mutual trade of the socialist countries increased by about
15 per cent in value and probably only slightly less (about 1h per cent) in volume,
a significant acceleration over the approximately 10 per cent growth rate of recent
years. The main contribution to this speed-up came from a very large increase in
Soviet exports to the other countries of the area {22 per cent, as against an
average 7 per cent rate of increase during 1971-1973), which appears to have been
spread equally over deliveries of investment goods and of raw material supplies
(fuels, ores and chemicals). Soviet imports from the area and trade emong the
Eastern Huropean countries also increased at a somewhat higher rate than in past
years. The development of trade within the group was Tavoured by the high
production growth rates, wvhich stimulated demand for imports and increased export
supplies, and by a continued increase in the volume of joint investment projects
which involve deliveries of capital goods by the co-sponsoring countries.

Trade with the market economies increased in value terms by about 4O per cent
in both directions for the group as a whole. The apparent balance in the growth
of exports and imports, however, masks divergent experiences in the Soviet Union and
the Fastern Buropean countries: Soviet exports to the non-socialist countries grew
substantially faster than imports (L3 per cent versus 32 per cent), while in Eastern
Europe the growth of export proceeds lagged behind that of import value (35 per cent
versus 45 per cent). Price changes in trade with the non-socialist market appear
to have varied considerably from country to country, depending upon the commodity
composition of each socialist country's trade basket. 16/ Preliminary estimates on
the basis of these data suggest that in quantum terms exports from the Eastern
European countries to the non-sccialist world probably grew very little, if at all,
and the same may have been true alsc for Soviet exports to developed market
economies, in spite of & 68 per cent value increase, owing to the large share of

%é/ Contract prices on the intra~CMEA market, which are based on average
world market prices of the period 1966-1970, were held stable in 19Tk, but some
changes in average prices (or unit values} were nevertheless recorded, probably
owing to shifts in the commodity structure and the introduction of new goods. In
Hungarian trade with the rouble area, export prices increased by 1.3 per cent over
the 1973 level and import prices by 0.9 per cent (Statisztikaei havi kézlemények
(Budapest), No. 2-3, 1975).

16/ The following rates of price change have been reported for exports ‘o the
non-socialist area: Czechoslovakia, 32 per cent; Hungary (January-September 197h),
19 per cent:; Poland, L0 per cent, and for imports from the same area:
Czechoslovakia, 25 per cent; Hungary, 40 per cent; and Polend, 30 per cent (Rynki
zagraniczne (Warsaw), 3 March 1975, Statisztikai havi kSzlemények {Budapest),

TWo. 2-3, 1975; Zvcie pospodarcze (Warsaw), 2 February 1975.
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oil, 0il products and other raw materials in these flows. %Z/ Imports of the
socialist countries from the market economies, however, seem to have expanded in
quantum terms at a rate which may have been in excess of 10 per cent.

The recession in the developed market economies was probably the main factor
constraining the growth of socialist exports to the outside world, though several
of the Fastern Iuropean countries were also affected by the suspension of meat
imports into the European Feonomic Community. On the other hand, the sustained
growth of demand for imports into the socialist countries, at a time when in the
developed market economies the external demand wéaskened sharply, helped to reduce
the rate of deceleration in world trade, though the effect was limited by the
relatively small share of the centrally planned economies' importes in the total
exports of the non-socialist world (4.7 per cent in 1973). At the same time it was,
of course, consonant with the maintenance of internal production growth in the
socialist countries during 197h.

The continued growth in import guantum in the face of rising prices, however,
also sharply increased the external imbalance of the Fastern Furopean sccialist
economies with the non-socialist countries. The Soviet Union, as a major exporter
of fuel and raw materials, by contrast, experienced significantly improved terms of
trade in non-socialist markets and attained a trade surplus with the market
economies of $1.6 billion, twice the 1973 level and including, for the first time
since 1967, a surplus with the developed market economies ($0.3 billion). The
trade deficit of the Fastern European socialist countries with the market economies
increased from $2.3 billion in 1973 to over %4 billion in 1974. Since most
countries of this group maintained a trade surplus with the developing economies,
the deficit with the developed market economies probably approached $5 billion. It
appears that in some of these countries - Hungary being one example -~ the pace of
cantinued import growth was considered excessive and may have been caused by a
reaction lag in internal adapbation to changed external conditions, a lag to which
the slowness or absence of internal price changes probably contributed. Trade
plans for 1975 clearly indicate the intention to reduce the trade imbalances ~ in
part by the expansion of exports, but in part undoubtedly also by the curtailment
of imports.

Data on the growth of trade with developed and developing market economies
separately are still rather limited and somewhat difficult to interpret because of
the presumably rather different impact of price changes on values in these
different flows. However, they indicate some uniform changes from past trends.
Exports to developing countries grew significantly faster than those to developed
market economies in several of the Fastern Iuropean countries (Czechoslovakia,
Bungary and Poland}, but not in the Soviet Union, with an exceptionally high growth
rate in the case of Poland (91 per cent). Imports from the same group, on the other
hand, grew generally at approximately the same rate as those from the industrial
countries - in noticeable contrast to the lag in these flows during the first years

17/ 0il and o0il products constituted over one third of the value of Soviet
exports to developed market economies in 1973. If the oil price alone were to
have trebled over the 1973 level, the observed growth of 68 per cent in export
value would be compatible with no change in total export quantum. In fact, Soviet
exports of oil and oil products to non-socialist countries declined from 50 million

ths to by million, and the prices of other nrimerv -oods exports must have also
risen significantiv,
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of the 1970s (see table 42). On the export side, the weakening in the demand for
the socialist countries' exports in the industrial countries, and a consequent
search for alternative outlets, may be behind this phenomenon, though in general

the commodity structure of exports in these two directions is sufficiently different
to make large~scale substitutions between trade partners an unlikely explanation.
The more rapid acceleration value of imports from developing countries was probably
significantly infiuenced by the higher rate of inflation in prices of raw materials
which represent a large share of the imports from this group.

The maintenance of price stability on the intra-CMEA market, especially in the
important fuel and raw materials sector, buffered the impact of world market
turbulence upon the natural resource-importing countries of the area, which means
all but Poland and the USSR. At the same time, however, it imposed a significant
opportunity cost on the resource-exporting countries, which were in any case faced
by the necessity of developing increasingly marginal and high-cost deposits, in
part with the aid of capital equipment imported at rising world market prices. In
the short run, world market price changes may paradoxically have eased the supply
situation on the internal market of the group in that rising proceeds on given
quantities exported to outside markets should have reduced the balance-of-payments
incentive of the supplier countries to divert additional output shares in that
direction. Something of this sort may indeed have happened in 19Tk when the
volume of Soviet exports of crude oil and eil products to market economies declined
by 12 per cent (while earnings increased by an estimated 160 per cent), whereas
those to intra-group customers increased by 6 per cent (at fixed prices). Tn the
longer run, however, the opporitunity cost diserepancy could have become a factor
adversely affecting the integration efforts of the CMEA group.

The contract prices for the intra-CMEA market, based on 1966-1970 average
world market prices, were originally expected to remain in force through 1975, the
last year of the present five~year plan period. IBarly in 1975, however, it was
decided to increase the flexibility of the intra-trade price system and to
renegotiate prices already agreed upon for that year. In the future, the price
base for each trading vear is to be a moving average of world market prices for the
preceding five years, but for 1975 a special arrangement was made, using 1972-197hk
as the base period. 18/ Thus, in Hungarian-Soviet trade the average price of
Hungariar imports of raw materials and energy in 1974 will rise by 52 per cent, and
that of machinery imports by 3.5 per cent, whereas Hungarian machinery exports to
the Soviet Union will rise 15 per cent in price, agricultural products, 28 per cent
and light industry products, 19 per cent. The crude oil price has been set at
449 per ton, about 2.3 times the old level, though still significantly below the
world market level.

As elsevhere in the world, the nev foreign trade price structure substantially
worsens the terms of trade of the resource-importing countries of the group. The
new price determination rules will also make it increasingly difficult to maintain
internal financial balance with unchanging domestic price structures, as well as
being detrimental to the efficient management of domestic allocation of resources,
especially if external price movements should continue to be large (even if muted
under the five-year averaging rule). The change therefore has important
implications for the internal economic system in the centrally planned economies,

18/ Hépszabadsiz (Budapest), 23 February 1075.
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esparially the smaller, more trade-dependent ones, even though 1t is tco early to
tell what adjustment measures will be taken.

The foreign trade of China appears to have grown mich more slowly in 1974 than
in the preceding year when export value had increased by some G0-TO per cent and
import value had approximately doubled. However, both export and import plans were
officially reported to have been more than fulfilled. 19/ Exports can be estimated
from partner data to have grown by less than 30 per cent in wvalue terms, which
indicates that export guantum must have declined if unit value increases were at a.l
similar to those experienced by most developing countries (see table 26). Imports
probably expanded about 50 per cent in value, which on the same basis represents a
quantum increase of about 12-16 per cent. 20/ The Chinese commodity trade account

probably closed with an over-all deficit in 1974 which has been estimated at between
$200 million and $900 million. 21/

In a significant new development, petroleum exports assumed an important place
in the commodity structure of China's exports for the first time in 197k with a
share in total export value of about T per cent. Crude oil exports reached about
5 million tons, the bulk of vhich went to Japan and represented almost one third of
total export value to that country. Contracts negotiated early in 1975 indicate
that this trend is to continue, with deliveries during the year to Japan alone
expected to rise to 8-10 million tons.

19/ Peking Review, 17 January 1975.

20/ Estimated from partner data as reported in International Monetary Fund,
Direction of Trade (Washington, D.C.), Januvary to March 1975. On the basis of
reasonably complete data, covering the full vear in most ingtances, exports to
developed market economies rose by 31 per cent (from $2.0 billion to $2.6 billion,
¢.i.f. partner country) and imports grew by almost 60 per cent (from $3.1 billion to
$.9 billion, f.o.b. partner country). Data for the developing countries, where the
coverage is in most instances only for the first two or three quarters of 1974 (but
11 months for Hong Kong, which takes about 50 per cent of China's exports to this
group) indicate an increase of 26 per cent in Chinese exports and 27 per cent in
Chinese imports. Trade with the socialist economies of Eastern Furope and the

USSR is estimated (on the basis of data for Hungary, Poland and the USSR) to have
grown by 6-12 per cent.

21/ Estimates of total trade value in 19Tk by Japanese and United States
economists range from $5.9-%6.2 billion for exports and $6.1-$7.1 billion for
imports. BSee China Trade Report (Hong Kong), March 1975. The incomplete IMP mirror
data yield a deficit of $2.3 billion with developed market economies and a surplus
of $1.9 billion with developing market economies on a c.i.f./f.o.b. reporting basis.

83~



Table 22. World trade, by country group, 19T70-19TL
{Biilions of dollars)

Item and country group 1970 1971 1972 1973 197k a/
Exports, f.o.b.

World 311.7 348.5 415.0 573.1 B43.6

Market economies 280.8 314.8 375.1 520.7 778.9
Developed 226.3 252.9 300.6 L10.7 546.9
Developing 5h.5 61.9 Th.5 110.0 232.0

Petroleum-exporting countries b/  18.h oh.2 29.4 bh,6  138.0

Other 36.1 37.7 45.1 65.k4 94.0

Centrally planned economies ¢/ 30.9 33.7 39.9 52.h 64T
Imports 4/

World 325.3 362.2 Los5,6 583.0 Bh2.3

Market economies 295.1 329.5 385.3 529.8 776.1
Developed 238.13 265.1 313.7 431.9 615.5
Developing 56.8 6h. L 71.6 97.9 160.6

Petroleum~exporting countries b/ 11.0 12,9 15.h 21.8 35.8

Other k5.8 51.5 56.2 76.1 124 .8

Centrally planned economies ¢/ 30.2 32.7 ko.3 53.2 66.2
Balance of trade e/

World : ~-13.6 ~13.7 -10.6 -9.9 1.3

Market economies -14.3 -1k, ~10.2 -9.1 2.8
Developed -12.0 ~12.2 -13.1 -21,2 -68.6
Developing -2.3 ~-2.5 2.9 12.1 T1.4

Petroleum-exporting countries b/ 7.4 11.3 14,0 22.8 102.2

Other -9.7 ~-13.8 -11.1 ~10.7 -30.8

Centrally planned economies c/ 0.7 1.0 ~0.4 -0.8 -1.5
Change in international reserves £/

Market econonmies 17.5 37.8 27.8 23.7 36,1
Developed 1k.7 33.0 19.5 12.4 1.9
Developing g/ 2.8 4.8 8.3 11.3 3.2

Petroleum~exporting countries h/ 0.8 3.k 2.5 3.6 32.3
Other 2.0 1.4 5.7 7.7 2.0
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Table 22 (continued)

Ttem and country group 1970 1971 1972 1973 197k a/
Het change in other halance-of-payment

items i/

Market economies 31.7 50.4 36.1 31,4 29.0
Developed 26.7 45,2 32.6 33.6 TO.5
Developing g/ 5.0 5.2 3.5 -2.2 ~h1.5

Petroleum-exporting countries h/ ~6.6 ~7.9 ~11.h ~19.0 -71.3
Other 11.7 13.1 1k.9 16,8 29.8

Sources: Centre for Development Plamming, Projections and Policies of the
United Nations Secretariat, based on United WNations, Monthly Bulletin of Statistics;
International Monetary Fund, International Financial Statistics (Washington, D.C.),
and national sources.

a/ Preliminary, based in soms cases on incomplete information.

b/ Algeria, Bzhrain, Brunei, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait,
Libyan Arab Republic, Figeria, Oman, Qatar, Saudi Arabia, Trinidad and Tobago,
United Arab Bmirates and Venezuela.

¢/ Eastern Burope and USSR.
4/ C.i.f. for market economies and f.o.b. for cenmtrally planned economies.
e/ Bxports minus imports.

f/ Gold, SDR, convertible foreign exchange and reserve positions in the
International Monetary Tund.

g/ Countries reporting reserves only.

h/ Exluding Bahrain, Brunei, Qatar and United Arab Emirates from the grou
indicated in foob-note b.

i/ Including errors and omissions.
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Table 23. World trade and international ligquidity: annual growth
rates, by country sroup, 1971-197k

Percentage change from preceding year
Item and country group Average,

1971-197k a/ 1971 1972 1973 197k a/

Exports, f.o.b.

World 28.2 11.8 19.1 37.9 hy,2
Market economies 29.1 12,1 19.2 38.8 49,6
Developed 2k, 7 11.8 18,9 36.6 33.2
Developing k3.7 13.6 20, k4 k7.7 110.9
Petroleum-exporting
countries b/ 65.5 3.5 21.5 5L.7  209.k
Other 27.0 4.k 19.6 Ls.0 L3.8
Centrally planned economies ¢/ 20.3 9.1 18.k4 31.h 23.5
Imports d/
World 26.9 11.3 17.5 37.0 4L 5
Market economies 27 .4 11.7 16.9 37.5 L6.5
Developed 26,8 11.2 18.3 37.7 k2.5
Developing 29.5 13.k 11.2 36.2 64.0
Petroleun-exporting
countries b/ 37.0 17.3 29.4 36.7 6k .7
Other 28.5 12,5 9.1 35.4 6k .0
Centrally planned economies ¢/ 21.7 8.4 23.2 32.0 24,4

International reserves g/

Market economies 23.9 Lo.9 21.3 15.0 15.8
Developed 17.3 Ly o 18.1 9.8 1.3
Developing £/ ky 2 27.4 29,4 36.8 81.3

Petroleum-exporting
countries g/ Th.2 67.0 29.4 32.5 221.6
Other 23.3 11.2 41.1 39.3 5.9

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Hations, Monthly Bulletin of Statlstlcs,4
International Monetary Fund International Financial Statistics (Washington, D.C.),
and national sources.

a/ Preliminary, based in some cases on incomplete information,

b/ Mgeria, Bahrain, Brunei, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait,
Libyan Arab Republic, Nigeria, Cman, Qatar, Saudl Arabia, Trlnldad and Tobago.
United Arab Emirates and Venezuela,

¢/ Bastern Europe and USSR,

gj C.i.f. for market economies and f.o.b. for centrally planned economies.

g/ Glold, SDR, convertible foreign exchange and reserve positions in the
Internstional Monetary Fund.

£/ Countries reporting reserves only.

g/ Excluding Bahrain, Brunel, Qatar and the United Arab Emirates from the group
indicated in foot-note b.
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Table 24, World trade:

1971-197h

(Percentage)

annual growth rates, by couwntry group,

Item and country group

Change from preceding yvear

Average,

1971-197Th &/ 1971 1972 1973 1974 a/
Quantum of exports

Market economies 8.5 7.1 12.8 5.
Developed 9.0 7.1 8.9 13.9 6.1
Developing 6.5 7.1 8.k 8.3 2.5

Petroleum-exporting
countries b/ ] T.1 7.3 9.7 ~1.0
Other 6.8 7.1 3.5 6.5 L.2
Centrally planned economies ¢/ 8.8 6.2 8. 11.0 9.0
Quantum of imports

Market economies A 5.8 8.4 12.3 3.2
Developed . 5.5 9.9 12.9 0.8
Developing 7.9 T.1 1.9 9.8 13.1

Petroleum-exporting
countries b/ 12.3 10.1 9.6 15.0 1kh.5
Other 6.5 6.2 -0.1 8.3 12.0
Centrally planned economies ¢/ 11.6 7 12.6 1h,3 11.5
Unit value of exports

Market economies 18.5 b7 6 23.1 hi,e
Developed 1k.5 bk 2.2 20.0 25.6
Developing 3k, 6.1 11.1 36.2 105.9

Petroleun~exporting
countries b/ 57.7 22.8 13.2 38,1 222.%
Other 18.9 -2.5 9.2 36.0 38.0
Unit value of imporss

Market economies 18.7 5.5 7.9 22.6 ho.1
Developed 18.3 5.4 7.6 22,1 41.3
Developing 20.2 6.0 9.1 2L, 5 ks, 2

Petroleum-exporting
countries E/ 19.7 6.9 8.6 23.1 3.7
Other 20.6 5.9 9.3 2h.9 46.5
Terms of trade &/

Market economies -1.0 1.6 0.k ~0.6
Developed ~-3.2 ~1.0 1.5 ~1.7 -11.1
Developing 12.1 0.1 1.8 9.h 41.8

Petroleum-exporting
countries b/ 31.8 1h4.9 b2 12,2 1244
Other ~1.h -7.9 -0.1 8.9 -5.8



Table 24 (continued)

Change from preceding year

Item and country group Average,
1971-1974 &/ 1971 1972 1973 1974 a/

Purchasing power of exports
over imports e/

Market economies 8.6 67.0 10.4 13.3 4.8
Developed 5.5 6.0 10.5 12.0 ~5.7
Developing 19.5 7.2 10.4 18.5 b5 .k

Petroleuwn~exporting
countries b/ 39.8 23.1 11.8 23.1 115.4
Other 5.3 ~1.k 0.4 16.0 -1.8

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

a/ Preliminary, based in some cases on incomplete information.

b/ Algeria, Bahrain, Brunei, Ecuador, Gabon, Indeonesia, Iran, Iraq, Kuwait,
Libyan Arab Republic, Nigeria, Oman, Qatar, Saudi Arabia, Trinidad and Tobago,
United Arab Emirates and Venezuela.

¢/ Eastern Burope and USSR.
d/ Unit value of exports divided by unit value of imports.

e/ Quantum of exports multiplied by the changes in the terms of trade.
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Table 27. Export price indices of primary commodities
and manufactured goods, 1971-197k

Average 1974 qua.rteray
Commodity group 2::2&§f a a { corresponding quarter
change, 1971 1972 1973 1974—/ 19714—/ of previous year = 100)
19711974 (1970=100) (19T3=100) Tirst Second Third TFourth
Primary commodities 28.5 106 120 17h 273 157 185 168 148 157
Food 21.7 105 119 175 219 125 ahh 1a7 114 119
Cerenls 29,0 103 iy 209 277 133 195 1s9 111 101
Wheat 33,3 107 122 238 %16 1332 213 169 104 96
Rice 29.7 97 108 198 283 w195 B 139 .
Maize 20.2 98 101 165 209 153}—’/ 16k 127 117 -
Beverages 10.5 B8 97 128 149 117 126 127 106 110
Coffee 6.8 88 98 123 130 106 117 115 97 95
Tea 5.7 99 96 99 125 127 110 124 130 1h3
Cocos 27.5 T9 g2 173 263 152 182 17Th 125 145
Meat 18.8 13 13k 19 199 1082/ 120 102 99 cor
Beef 22,5 126 155 216  pos 1062 119 59 101
Matton and lamb 10,9 103 109 12 1519/ J_“L‘Ly 126 108 100
; g/ 0g?/
Dairy preducts 2.3 119 155 kT 15 L 110 111 106 cva
Sugar hg,s 109 11 18k 500 271 182 217 278 302
Other food 15.7 1o 121 177 1Y 1022 96 96
Agricultural
non-Tood 22,5 10k 119 182 225 124 158 135 112 105
Fats, oils and
oil-geeds 29.1 100 98 167 278 166 229 13 2 146
Olive oil 33,0 105 134 196 5139/ 11@99-/ 157 1h2
Copra 31.9 85 64 156 303 19k 385 25k 160 108
Coconut oil 28,1 a7 &2 13k 269 202 371 216 185 102
Ground-muts  19.7 106 125 156 205Y we®  1s0 5 ves e
Ground-nut oil 17.3 95 93 116 189 164 188 179 151 146
Palm kernels 20.h 8k T2 1113/ 210‘3/ :2329/ 230 voe . ven
Palm kernel
oil 30,6 v 0 127 s08/ Y 3sp 28 1Bk
Palm oil 20.9 99 8 131 2142/ 1698 216 164 134 e
Iinseed oil 56,0 g2 108 297 593 200 399 319 151 151
Tinseed 36.9 85 95 235 351 150 234 17T 120 120
Soys beans 35,3 108 18 199 335 1wR o8 6 157 ..
Soye bean oll  30.2 105 88 165 2873/ 1813‘3/ 256 175 156
Cotton-seed oil 30.5 113 85 155 290 200 2l 207 170 200

Lo



Table 27 (conbtinued)

Average 197k qua.rteraﬁ/ JI
Commodity group ;ﬁgg:&if a/ 18/ (corresponding quarter E
change, 1971 1972 1973 19T~ 1a7 of previous year = 100) 5
1971-197 {1970=100) (19T3=100) [Hirst Second ‘Third Fourth!
%icultural

non=-Ffood

{continued)

Textile fibres 22,7 102 131 22h 227 101 134 17 89 (3
Wool 20.9 90 140 290 7 21k Th 82 82 66 65 |
Cotton 24,5 110 128 195 240 121 206 152 101 T
Jute 2.2 98 105 103 1092 1052 90 101 120
Sisal 50.6 112 159 285 515‘—’/ 19531/ 215 205 172 ven

Wood and wood pulp 22.7 111 121 148 227 135 1h6 1hs5 129 125

t

Rubber 15,3 81 82 157 77 112 198 150 86 &7 i

Other sgricultural !
non-food 1%.% 97 120 160 165 103 125 11k 93 85 !

Minerals 13.9 k127 16k ko 262 308 296 275 202 |
|

Metal ores k.2 05 110 152 170 129 17 b5 123 105 |
Iron ore 9.5 106 i1k 120 1hk 121 116 120 125 12k é
Bauxite 10.0 124 121 ;
Copper ore 9.5 T8 6 122 1hh 118 173 166 a1 0 |
Lesd ore 18.6 86 102 146 198 136 187 162 116 98
Zinc ore k1.9 106 132 277 ko6 147 311 276 11k 60 |
Tin ore 21,8 g6 105 130 aro 168 177 212 170 28
Nickel ore 1.8 10k 109 119 135 11k 106 106 121 121
Mangenese ore  21.2 11 116 ke 216 153 180 183 132 132
Chrome ore 6.8 118 118 107 130 121 96 128 135 129

Fuels 50.1 117 ¥l 172 508 29 350 335 314 220
Petroleum 55.6 118 135 182 602 331 421 395 362 226
Coal 26,9 116 21 152 259 170 143 162 175 19k

Crude fertilizer 13.3 93 100 160 16513/ 1713/ 146 176 192

Manufactured goods  12.3 106 115 13% 159 119 116 120 116 1ok
Non~ferrous baae

metals 1.8 86 86 12% 156 127 172 166 106 85

Aluminivm 5.5 101 g1 90 124 138 120 133 15 153

Copper 9.9 T 6 125 1h6 117 184 169 88 65

Lead 18.k% 83 a7 137 197 1k 151 165 146 112

Tin 22,1 96 103 128 222 173 188 215 170 132

Zine 37.5 whk 128 243 357 17 27h 243 122 TO

Sources: Centre for Development Planning, Projections and Policles of the United Nations Secretariet,
based on date from the Statisbical Cffice of the United Nations.

&/ Preliminary.
b/ Index for January-September.
e/ Index for July-December.

d/ Index for January-March. 92
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Table 30. Developed countries: imports from and exports to members of
OPEC, a/ January-September 1973 and January-September 19Tk

(Millions of dollars)

OPEC
Sowth and Percentage
West Asia East Asia Africa Amerdica Total change
Western Europebj
Imports, c.i.f.
1973 9 344.8 333.9 4 130.5 506.7 1k 315.9
197k 26 398.7 bhe, 3 11 24k, 6 930.7 39 020.3 172.¢
Exports, f.o.b.
1973 2 627.1 362.8 2 903.1 757.0 & 650.0
197k L 438.4 60h. 4 b h411.0 962.3 10 k16.1 56, ¢
United States of
Mmerica
Imports, f.0.b.
1973 6L45.0 343.L 735.2 1 296.7 3 020.3
197k 2 965.2 1 249.8 3 255.0 3 7h0.3 11 209.3 271.1
Bxports, f.o.b.
1973 1 057.6 301.8 336.7 860.3 2 556.4
197k 2 115.4 372.6 536.3 1 be6.6 4k 450.9 Th.1
Japan
Tmports, c.i.f.
1973 3 029.1 1 L8k.2 133.7 62.0 b 709.0
197k 10 358.9 3 Shé. L 616. 3 51L.7 1% 573.3 209.0
Exports, f.0.b.
1973 895.2 622,8 210.0 173.5 1 901.5
197k 1 785.7 1 005.2 L38.3 325.3 3 55k4.5 86.9
Above, tobal
;gpérts
1973 13 018.9 2 161.5 4 999,k 1 865.4 22 obs,?
197h 39 722.8 5 2hp.5 1% 1ik,9 k4 722.7 64 802.9 16k, 0
Bxports
1973 4 579.9 1 287.4 3 4o 8 1 790.8 11 107.9
197h 8 339.5 1 982.2 5 385.6 2 Tik.2 18 kei.s 65.8

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

a/ Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libyan Arab
Republic, Nigeria, Qatar, Ssudi Arabia, United Arab Emirstes and Venezuela.

b/ Austria, Belgium, Denmark, Finland, France, Germany (Federal Republic of),
Greece, Italy, Netherlands, Norway, Spain, Sweden, Switzerland, Turkey, United
Kingdom and Yugosliavia.
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Table 32,

Selected developed market economies:

chenges

in trade-weighted exchange rates of national
currencies, 1973-1975

Percentage change between

Countrygj February December 1973 December 197k  December 1971
and and and and
December 1973 December 19Tk March 1975 March 1975
Switzerland -1,1 21.9 2.5 30.9
Germany , Federal
Republic of 8.7 6.0 - 19.5
Belgium -«3.3 5.2 1.3 6.k
Hetherlands 1.1 5.1 2.k 13.1
United States of
America ~0.5 ~0.1 -1.5 -6.0
United Xingdom -6.5 -1.8 -0.k -20.4
France -1.2 -3.0 3.4 L1
Japan -6.8 -6.9 2.2 1.1
Ttaly ~7.8 -11.7 0.k -23.6
Sources: Centre for Development Planning, Projections and Policies of the

United Nations Secretariat, based on effective exchange rates of individual
currencies against a basket of 20 currencies weighted by their importance in the
trade of the country concerned, computed by the National-Westminister Bank and

reported in The Fconomist (London).

a/ Listed in descending order of increase of effective rate between
December 1973 and December 197k,
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Table 35. Developed market economies: intermational
reserves, by type, 1970-197h

(Billions of dollars)

Change during quarters

Reserve, end of period 197k
Type of reserve 1970 1971 1972 1973 1974 First Second Third TFourth
Gold . + . « + « + . . 33.8 35.5 35.2 39.2 39.7 - - -0.7 1.2
SDR 2.6 5.4 7.8 8.7 8.1 - - ~0.2 0.4
Reserve position
inIMF . . . .« .. 6.7 5.9 5.9 6.1 7.8 -~ 0.4 0.7 0.5
Foreign exchange . . . 31.3 60.6 T7.4 8k.0 83.6 -2.0 ~0.6 3.1 -0.8
Total, above . . . . Th.k 107.4 126.3 138.0 140.0 -2.0 -0.2 3.0 1.2
Foreign exchange:
Australia . . . .. 1.1 2.7 54 L9 3.6 -0.1 -0.2  -0.7 -0.1
Belgium 0.8 0.7 1.1 2.0 2.2 -0.3 -0.1 0.5 0.1
Canada . 3.0 L. L4 3.9 3.8 G.3 - -0.h -0.1
France . . + . . 1.3 3.6 5.1 3.7 3.8 -0.k4 - 0.3 0.2
Germany , Federsl
Republic of -8.5 12.6 17.2 25.1 24.0 -0.3 1.0 =l.6 -0.2
Japan 3.2 13.8 16.5 10.2 11.3 0.2 1.0  -0.3 0.3
Netherlands 0.8 o0o.% 1.h 3.3 3.5 -0.4 ~0.5 .0 -
Spain 1.2 2.5 L2 5.9 5.6 -0.3 -0.h b -
Sweden . . . . o.k 0.7 1.1 2.0 1.2 0.2 -0.5 -0.1 0.1
Switzerland 2.4h 3.8 4.3 L6 5.4  -0.5 0.8 -0.1 0.6
Total, above . . . 22.6 4.8 60.7 65.6 6L.3 -2.1 1.2 -1l.0 0.6
United Kingdom . . . 1.2 5.1 k.1 k.7 k.9 - 0.3 0.3 -0.3
United States of
America . . . . . 0.6 0.3 0.2 - - - 0.1 0.2 -0,2
Other developed
market economies . 6.9 10.3 12.3 13.7 1k.k 0.1 -2.2 3.6 ~-0.8

Sources: Centre for Development Plapning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics (Washington, D.C.), March 19Tk,
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Table 36. Chaenges in internationsl reserves, 1970-197h4
(Billions of dollara)

Totel reserves at end of Change in
Gountry or group 1970 197 1972 1913 197k 8/ 1971 1972 1973 197k &/ 1971-197% o/, B/
‘otal developed market
economies h.T 107.7 127.2 139.6 141.5 33.0 19.5 12.4 1.9 35.8
United States of Americe 1.5 13.2 13.2 314.bh 16.1 -1.3 - 1.2 1.7 2.9
United XKingdom 2.8 6.6 5.7 6.5 6.9 38 -0.9 0.8 0.5 0.4
Remeinder of Weatern Furope 4.2 61.3 Th.C 90.5 91.0 17.0 12.7 "16.5 0.5 29.7
Japan 4.8 15.4% 184 12.3 13.5 0. 3.0 6.1 1.3 1.9
Other developed market
economies 8.3 11.3 16.0 16.0 1k.0 3.0 4.8 - -2.1 2.7
‘otal developing countries 17.8 22.5 30.8 k2.2 76.3 h.8 8.3 11.3 3h.2 53.8
Petroleum-exporting
countries ¢/ 5,3 B.6 11.1 k.7 btk 34 2.5 3.6 32.3 38.8
Other 12.5 13.9 19.7 27.5 28.9 1.h 5.7 1.7 2.0 15.0
Western hemisphere 5 6.1 9.7 th.2 17.7 0.7 36 k5 3.5 11.6
Petroleum-exporting
countries d/ 1.2 1.7 1.9 2.7 7.3 0.5 0.2 0.8 1.6 5.6
Other ke Wk 7.8 11.5 10.h 0.2 34 3.7 -1a 6.0
Africe kh 5.7 6.1 7.0 1b.2 1.3 ok 0.9 T.2 8.5
Petroleum~exporting
countries e/ 2.2 3.6 3.8 3.9 1.0 .4 0.2 0.1 T.1 7.4
Other 2.2 2.1 &3 31 3.2 -0.1 0.2 0.8 0.1 1.1
Hest Asie 2.9 L8 7.2 10.9 3.8 1.9 2.4 3.7 20,9 27.0
Petroleum-exporting
countries £/ 1.7 3.1 L4.B 7.3 27.6 1.4 1.7 2.5 20.3 24.5
Other 1.2 1.7 2.4 3. h.2 0.5 0.7 1.2 0.6 2.5
South and Bast Asin 5.1 5.9 7.8 10.1 2.6 0.8 1.9 2.3 2.5 6.7
Petroleum-exporting
countries g/ 0.2 0.2 0.6 0.8 1.5 - o.b 0.2 0.7 1.3
Other kg9 5.7 7.2 9.3 11.1 0.8 1.5 2.1 1.8 5.4

Sources: Centre for Development Planning, Projections end Pollcles of the United Hations Secretai"i&t,

aced on International Monetary Tund, Internstional Financisl Statigtics {Washington, D.C.).

g/ Preliminary.

b/ Change between end of 1970 and end of 197k
3/ African, South and East Asian, West Asian, western hemisphere petroleum-exporting countries and

adonesia.

4/ Eeusdor, Trinided and Tobago, and Venezuela.
g/ Algeria, Gebon, Libyan Aral Republic and Nigeria.
£/ Behrain, Iram, Irag, Kuwait, Oman and Ssudi Arsbis.

g/ Indonesia.

=101~



679 712 S°E LohT T 42 €61 LIt
€Ly Q95  H'GT  L'q- 022 $"LT 6'TT
065 €9 2LT 002 LrHE L6 T'9
G*2€T 4709 2°L 6'9T "Ly 122 56
T°€9 69z z2°lL 191 AUK 0°62 QLT
£-¢g w9y 6°TT  #°€ T'€€ 9° 68 " T2
¢°gl  €'2£  ®3T 6°TI €7 TE - 6'€t  9°y2
6°26 o'y €°gT 970 2 le 6°2E ¢ T2
T LL 9°gT §°S 9°LT 1Lz £l Ty
1°¢9T  6°ly  w°¢ nsT g° Ly 6°ST  0°9

£ gL 10t £°1IT  gret g-0¢& 218 L'ge
€ LL 6y EST L€ f°ct 884 ¢*le
0°%9 7°C¢E T'6 AN AN $'ge g2t  T°9L
g Ex C°G 96T t'H 0-Le 016 7769
L*%9 L9 w62 £°L1 0" LE grse g Tc
#°60c  L'T& S§°ie §°TIE 549 0°QET  9°ff

1

"F"1°9 *siarodEp
*qeo°3 ‘eqrodxy

T8930

*J*I°0 ankomﬁH
*qro°3 ‘gqIodxy
SPTJIUNOD FUTjI0dxXa~uUnatorsad

¢gn.10
¢ 9130

fgna0

310
*qro°*I “saJ0

*IT°D nmPHO
‘qro'7 “sexodxy
gatJIimmon Surqrodxs-mnaTodq9d

singy

dxg
BATLIV

dmy

dxg

I2U%0

dmy

“I1'0 feqxodur
*Qr0°J ‘saa0dxyg
agsydsiuay UIa1SoM

“I°T'9 ‘sagodmr
‘qro*F “sarodxyg

I3T30

*Z'T 0 ‘sqiodnor
*qro*I °sqaodxy
saTamos FuraJodXs~-InaTollsd

0™%9 2°98  2°IT  fUET gt 68 9'09T 6°L6 9°IL {°%9  g'9S *3°1'0 ‘saxodmy
6°0TT Ll #r02  9'€T L€y 0*2ce  0°0TIT &%l 6°T9 &°#S *qro*y ‘sqaodxg
setgLtunos BurdoTsas(
_ \m:hmﬂlapmﬁ
fahlét  €L6T  2leéT  TL6T ‘ ageaoay \mjhmﬂ EL6T 2L6T  TLET 0L6T —uoiday
Jead Sutpodasd WOII STUBUD SHBAUDOIS] {(SIBTTOR FO SUCTITTTA} /e

AnTEA

#7L6T-0L6T ©sytodur pue gqIodxa ut safueyod

rsataqunos FuTdoTsas(

*LE °1qm[

~102m



P ATRUTWTTSIS /Q

"Gg @TqBY3 UT DLUTISD Sy /B

*(*D°G ‘Uo03FUTYSBM) SOIISITIRIG

TBTOUBUTLJ TBUOTLBUISUL ‘pung AIe}sUC) TBRUOTIBUISLIUT SSOT35TIB1G JO UIJOLINE ATUSUCK °SUOIJEBN Pe3Tu U0 Dpaseq
‘1eTIeqaI09g SUOTIEBN PSTUN U3 JO SIILTITO4 pue suotyoaforg ‘Burtuuelg quemdoTsasg 03 SI1US) :S204N0G

0°66 g on 276 8" 11 9-le 6°0¢ @2t  H'Eg  &°Te  e°6T *I°1'o “sgxodug
Al 7'T¢  1'22  0°TT £ 62 £*6E g'ge  T'6T 9°ST  0°qT *qeo°3 ‘sqrodxy
a3y3Q
£°le 7°TL  2'EE  E°4T 6°LE 6°¢ 6°2 LT 2'T 71 *I10o fsjaodmy
C°GET 6°€Q 96 994 119 °Q g€ 6T €T €T "qrocy ‘sgrodxy
SaTIUNGD BUTAL0EXS-TNMSTOILD]
GES gZ'gn  9°0T o0'2r 2 pe g he  L*GgE  T'e L' €£-0¢ *I°T'o “sqrodmy
2Ly G 0°fe  9°0T 6° 2t L*lw w*2% 0°Te 69T €£°61 *qro° 3 ‘sgaodxm
2ISY 1SBF DUB YINOF
845 g'2s 06 8°ET g 0t Lot  6°9 §°q 2y L'E *3°T°0 ‘sgrodur
LLE £'62 £'92 961 T°ge £y T°€ 7°2 6°1 A ‘qeo-1 ‘sqrodxyg
I3U30
Lol 0'€h 6762 6°9T 618 67T L'Q T'9 8y % 23 o0 “sqaodut
0°6%2 g6 962 K@y T8l 9°T6 6°62  G*LT S°€T T1°6 *qrotI “sqrodxy
2aTI3UNOos Jurjrodws-unaTolIysd
L°E9 Tl T°QT #°¢T 9 %€ 9°62 9'¢T 90T 06 8-l *Ferce “sqaoduy
L*yg2g  L*Ew  gtée Ty 0 €l 6°66  9°ge 66T 4°¢T Lot *qro*y ‘sixodxy
BISY 383N
\mahmasﬁpma
\m:hmﬁ €L6T  z2l6T  TleT CELCRETN \mJFmH CL6T  ZLAT  TLAT  OLET \mQOﬁm@m

Iesk Suipsdedd WOII S5UBUD 298iussdag

(STETLOP JO SUCTTLIA)
SNTBA

(penurauod) LE oTqEL

~103-



TeoTHTWOQ

wrAng
SUOFf BIISTS
ODTRRH
BVITY BIHOD
puBTITedl
BvIPUL
JOPBATES TH
THE¥H
uepng
FrBMY gourddITIHd
|IUETE) BOUTHD
LE) Hay
andsg PUETEES ndsg
BTIAHTH gopuqreg BTEANTER
FRINPUCH niad UCOISWED
wEpIopL pRrang  SSYBITWT J0
gronzeus)  OTIandsy quay pejfua  OFrandsy
suTguady UBdTURR T88X8] PRRTUN 6°65 ©3 070H
TBOSEIVPEH fran:Faiy:os BWEURI LunFersy 99800 AIOAT 2e Tt J0 3g8sIoUL
|opewRL BOIOY
THETBH  enIeTBOTY Jo orranday
wpuedn  1909udvpEH OO
spdotuay  BIEWRREND HfenFersg
TCOIBWE) BIUF] T4 STHD TFERag THES plife.nd
Jo 13780 a5BOn AI0AT wlusy ‘Tedouag BOTY 860D
Toumang orTanday Ypur BIIIVOPUL atdotyad TR {aBISL 65002
BLQUEE TeTTUL wiquotep  gespeldusg BURYD BOPBAIRT TH8TEH 61 gt J0 9FBIIIUL
Fuoy Buoy
Keudnxn
suULIueday
g TTed
BlTHEOS
FEINPUOH Jopuateg TH
snbyuTey suoo] BIUYITST
na3d BILISTE Jo oTTandsyg
Ty anbTuTLIeH ooy, epunin pagTuN 4 TT  0*02 wel]} 88T
Jo agwaIoul
TpunIng
TTER
yrapeTdusg
ugpng 0 K surToeq
gqxoduy gIodus g3xodmT §3X0E gqzodmT ggxodxy ga.rodmTr ga.rode gqzodng srodyg (28vyusdxad)
THHISADY UOTABIITIIY TOTARIS (993 GOTFENIT N0 FO[AQUNOD JO Xoquny xseh
sUeseLds HLOT PU8 CLOL Suppadeld
usoseg ABUED BYy ‘TeAIeqU Fupsoead ouj Ul SFUBUD BU3F 0% WOTIBIAX U foTyA Bl ,\.Mmmm.ﬂm pUR SOT.LIUMOD aom.wwﬁwwwwv
. _U§ sfuel)

\m\i.mﬁ \mnmﬁmnu udpagol Ul gofusyD JO UOLINGIIIBTP USTIUNOD Burdorsasq *g¢ 9TABE

~10k-



seuTddrTINg

wTHTON,

BT RETEY
wIqRIy

DODOIOW
VTATTOH
orranday

Toneg qBIy
BURYD wRATT

66600
wURAnD SMTTINER aTTm $ S

JO eBBLIOUL

RKendnrg
BNFBIBOIN
beay
uBIf
UBlsTHEg
JODENOT
B TEIOg
Togep
GEBUE]
2eriiy]
Bimey
BTURZUBY,
Jo
orTandsy
BRI
BIQUOTSD
arodeduts
BTATICHE
BIISBLY
BAUE] 45
QOVOXON B3I0Y
BTRWaTENG worwmer  Jo otrqudsy

srrqudsy

Ry 66l 0% 0709
azodeButg weiqy] T2 g

Jo ssmazouy

gaxodmy garodxg
TRIISADY

gagodmy gI0dx
TOTLBISTIOOY

FquUBPAIABIT HLE6T PUR 6T
ussaieq sfusye oy ‘TeAZajul Buppscexd auy Ut oBUBED UG O} UOTJETOX UT ‘UOTHM T \mw.mm.n.m PUBR $2TIJUNOD

goIodmy muho&mm..
TOTHRISTo08

garodmy sqaodx
UOTIBANTIU)

gq.rodmr gqxods ( oBmguanxad)
#9TIJUNOD JO JoqQumpy Teak
Burpevead
WOXY SpUIY
uITaICT
uyp asusmg

{‘penursuod) g¢ STqeL

~105-



*Hi6T PUw {LOT USBaMlaq SIEIIOUT JO 2FVX WY JO I9DPI0 BuTpusosw UT Poq9Tl 249 §88I8 PUY $9T.I9UNM00 \m
*Lreupmrredd /4
*1*1*0 ‘sgacdmy puw *qro°y paotad sxe Raodxy \m
*g9DINOE THEUOIGEU PR °( *D°C ‘BORDUTUSSH) FOTIBIIBIS THJOUBUL] T[BUOTIBULequl ‘puny Arsqaucy TUOTIWUIAGUL SOTISTIRIG_JO UTILTING

TTUI00R “suoTamN pIgIu UO POSEQ ‘GRIugalnsg SUOTIBN DPOYTUR SUL JO SOTOTYO4 PUT suorjosfody ‘Suruueid Juswdo[sss( IOF 8ajUs)  ESDINOG
4 L He oh 12 g ul, 41, T930%
VIQEIY TpuBg
ursayed
eIy
TEL
TEqEY
oZvqoy
puUe pEDTULLL
ji1:%3)
BIIITIN
HLIBBTY
FrRamy
oZoF,
2RWBUBY
BroNZAUSA
pLEs:c) uepzor
SSTTTIUY uoqsh
FPUETIoNISH BIFSUOPUL
sEmeysg BTSN,
ofBgolL INTTINEN
PUE PERPTULL IopenDg
orrandayg orTanday
ORI BRIy GBIy UBTIAG JOAOQ
qBIy pegTun weTIig SITTEFUY pum 9001
Taedauag TIZRIg  SPWYTIsy3ay 9 o] JO °gERIOUL
gxodur gaJodyy gaxoduar gaxodxy gaxodmy gqzodxy 904 garodamy gqIodiy gqr0d4T (eBvquasaad)
TBYISADY UoTyBIST300Y ToTRISTa09T UOT Fenutauo) FOTITMOD I0 Joquny Tuak
gauoraddss {LAT PUe LLoT Suppeosad
ussnleq aBuelo syl ‘Testequr Suppesexd ayy UF o9usgd YL 091 UOTHETSI UT ‘HOTUM U \mm.mm.&m pUR FSTIHMOD aonw apuLy
ufteaoy
up sdusm)

{penuTauoa) Qe 2TAEL

<106~



{#Fed BuraolTos UO H330U-3007 PUR HIIINOF)

'R} *as LN rEx] an '] 'yl LY Fﬁ.ﬁ mmmi .wa.l mmo H-l EUHHHHHQDU .HOQD.O
ge9 2T 2y € LLO & 659 & ool T oLO € ges T 108 oLg OT- 2LE £~ 666 ¢- QiR t- FIeH10
6 - &n2- TLT H#OT~ B9 cce Lge L2 g9¢g € 2gh 912 €T wibonopur
lob 6 T ¢ ghe ¢ (448 4 €lw 2 0L 2 606 T @2y hte L- 06 2- 6¢f ¢~ Ll - seATeEel Burgaodss 8OTIUNO)

Leo L- e £-  OT %~ 99L &- TR0} SBIEY 38N PUR QMO
6L & €01 & 156 2 1oL 2 628 gotT T LLg 6Ly 292 G- g¢6 ¢~ Hlz 2-  2ge e 719030

16T 66~ Low 1~ 6gp 6~  THE L-  HIh 02 G256 Z Q9T 5% T 409 Gl 2C6 9T  G95 TT %69 9 \mmﬂéﬁuo Bupprodxe-unbioIseg
oo B~ H0E 6 g6 o- ogh i~ tho 02 €69 ¢ €6C T EE6 T e 0L e 2t 162 6 £TH 9 gaaLRgar Fupgrodss gsTIIINOD

LR rs ree som aen o “oa e MJM Ob Nmm Nﬂ Hmm m MM# W Te10% ndﬂﬂ< umwg
ey taa i ens P ey roa ces ONm! NNH& TYE~ dmml 1Ty
ToL 1 gk T90 T 66¢ T 691 oLL oLz ZHT- als 1- age 6L~ ™He 1~ “,m_uuﬁo
4L€ ¢- 6¢ ¢- gos T~ ght- 2.0 L 65 661 T6H T gt 2T 2h € lgl Tt 166 T AFeTamon Supq10dXe-mns10135g
€Ig ¢- 606 2- Las- €48 19z L 6zg &9 60¢ T 4lg Ot el ¢ 966 9GHh fsastesss Bupiaodsa saTIiuno)
*ew Y Ry P -aa +an LS LY ..—.ﬂmm O.H Wmm m mmh. Nm.ﬂ .M.ﬂa‘Ou. Aﬁﬂﬁﬁ
ey =a L *ra ans 22w eee e WNO I mel mﬂo = %l .Hmﬂmnw@
THE 6 T6L & 91g & ge € ¢ly- il ¢ 2te ¢ ¢62 w6 6- Lo 2- ¢ 2= 066 e- TIBUI0
HBE Hy~ %90 1~ e 64 Qe ggk einr Rl Zhé g ose T 44 b4 \Mmmﬁpﬂsu Fupprodys-mnmaToIGad
L6 ¢ Lel 4 GhE & €2 € SHE € €05 § 026 £ 9llL BLg 1~ hze- 20 2=  Q%h e- gaALe8ex Burjrodsl saTIUmO;
.ae e e ere e e e rew p6¢ 2- 06T T~ TGO &~ gnE ¢ Tenon ‘saouduTERYy UISGEIM
oan EX R ene ews cew LRl ew e mON s ‘Mmm - TI0 2~ 18 2~ SPLIJUNOT J9FRLD
1Sy 62 ogg 9t 06 HT 20T ¢TI ¢eg T salld 0L & Teh T gi9 Le- 460 6~ HO2 6- TL9 TI- Y30
ohg Lo~  €IT 61~ LLS TT- OK6 L- 6t 8¢ €09 € 066 & 6ThH € 622 00T 9TL 82 L2l #T  G&%¢ 1T \mwmwﬁnsau Buypgzodwe-Ima1ca}8
6pg ge- 62 2- gt ¢ 29T ¢ Zée e BBETT TS2 g oHR TI9 2L I29 €T €26 1 115 gasIaEal BUTRI0daT SRTIFUNOD
s es ess ve ‘e ava cas e oot TL 050 2T 216 2 LES 2= 809 ‘sataqunod FuidoTass(q
\mﬁma ¢leT alet 6T \wé.ma L6 a2L61 TL6T \mﬁm..n ¢L6T al6T TLET o8 Loy
sueqT g3Usuird-Jo SAISERI UL a7UBHD 99K pBIL JO souuTeqg
-aouUBTEq IIqYC UT adusud 48y \m \mm.

( 8T8TTOP JO 9UOTITLITE)
HLET-TLET “£2TPTRDTT TEUOTYPUISLUT UT So2USio DUB SPBL1 JO J0UBTEq  SSTIIUNOD Buidoreasq “6f STsl

-10T~



(sources and foot-notes to table 39)

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Tnternational Monetary Fund, International
Pipancial Statistics (Washington, D.C.); United Nations Monthly Bulletin of
Statistics, and national sources.

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

b/ Gold, SDR, convertible foreign exchange and reserve positions in the
International Monetary Fund.

¢/ Preliminary.

d/ African, West Asian and western hemisphere petroleum~exporting countries
and Indonesia.

e/ Ecuador, Trinidad and Tobago, Venezuela.

£/ Argentina, Bahamas, Barbados, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, El Salvador, Guatemela, Guyana, Haiti, Honduras, Jamaica,
Mexico, Nicaragua, Panama, Paraguay, Peru and Uruguay.

g/ Algeria, Gabon, Libyan Arab Republic and Nigeria.

gj Burundi, Central African Republic, Chad, Congo, Dahomey, Egypt, Ethiopia,
Ghana, Ivory Coast, Kenya, Madagascar, Mali, Mauritania, Mauritius, Morocco, Niger,
Rwanda, Senegal, Sierra Leone, Sudan, Togo, Tunisia, Uganda, United Republic of
Cameroon, United Republic of Tanzania, Upper Volta, Zaire, Zambia; and IMF special
drawing rights and reserve positions only of all other IMF member countries in

Africa.

i/ Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia and United Arab
Emirates.

j/ Israel, Jordan, Lebanon and Syrian Arabd Republic.

k/ Afghanistan, Burma, India, Malaysia, Nepal, Pakistan, Philippines, Republic

of Korea, Republic of Viet-Nam, Singapore, Sri Lanka, Thailand; and IMF special

drawing rights and reserve positions only of Bangladesh, FPiji, Khmer Republic, Laos

and Western Samoa.
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Table k0. Selected developing countries: changes in international
liquidity, 1970-19Th

. b/
International reserves,— . b/
end of 19Th e/ International reserves,

end of year, ¢/ /

a/ as percentage of imports—"
Group and country— As percentage . X -
¥illions of reserves at in preceding year
of
dollars End of End of
1970 1973 b Lo
Total of countries listed T4 2h6 459 185 L3 08
Oil-exporting countriesgf b7 37k 935 323 58 202
Other 26 BT3 ohp 106 39 52
Western hemisgphere
Total 17 029 367 127 ho 73
0il-exporting countries£/ T 269 634 268 54 176
Other 9 759 280 91 ko 51
Argentina 1 315 195 99 43 59
Polivia 191 k19 26h 28 Th
Brazil 5 252 hh3 82 52 75
Colombia klg 218 8k 30 51
Costa Rica 38 23k 90 7 8
Dominican Republic 91 283 103 13 19
Ecuador 350 ko1 1hs 3k 66
El Salvador ok 1ko 151 30 25
Guatemala 202 258 95 31 b
Guyana 2 118 172 17 15
Haiti 20 k5o 116 11 27
Honduras Ll 220 106 11 17
Jamaica 190. 137 150 31 29
Mexico .1.:395 188 103 36 3k
Wicaragua 105 21k 90 28 32
Panama 45 272 106 5 10
Paraguay 87 Lgg 153 22 T2
Trinidad and Tobago 390 508 830 g 50
Uruguay 217 123 ok 89 76
Venezuela & 529 L0 270 56 232
Asia
Total k> 873 584 218 39 115
Oil-exporting countriesgj 28 898 1 6kt 359 b1 296
Other 13 974 250 120 39 51
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Teble kO (continued)

Group and countryéf

International reserves;g
end of 19Tk ¢/

As percentage

International reserves,k
end of year, c/ /

as percentege of imports=
in preceding year

Millions of reserves at
of
dollars End of End of
1974
1970 1973 1970 1
Asie (continued)
Afghanistan 67 143 110 43 50
Burma 191 203 190 57 180
Democratic Yemen 68 115 90 27 68
Indie 1 325 132 116 46 W3
Indonesia 1 kg2 933 185 20 &k
Iran 8 383 030 678 1k 249
Iragq 3273 708 211 105 364
Israel 1 202 268 66 3h 28
Jordan 350 137 112 135 105
Kuwait 1 397 688 279 31 13k
Lebanon 1 6Th 434 194 T3 i
Malaysis 1 618 24k 121 56 67
Nepal 127 134 105 128 1k1
Oman 225 17h 19k 478 118
Pakistan L& 2ho 96 18 L7
Philippines 1 504 599 1hs 20 85
Republic of Korea 1 056 173 97 33 25
Republic of Viet-Nam 20 100 12k 5k 39
Saudi Arsbia 1k 285 2 158 369 Q0 727
Singapore 1 392 btk 113 1h 28
Sri Lanka 78 181 g0 10 19
Syrien Arab Republic 835 1 518 17k 15 1ko
Thailand 1 855 205 143 73 89
Africa

Total 1k 120 335 207 52 92
Oil-exporting countriesgj 10 981 507 281 90 117
Other 3 139 15k 108 36 52
Algeria 1 689 ko8 148 3k T2
Burundi 15 gl 67 71, b7
Central African Republic 2 125 98 3 b
Chad 8 329 516 L 9
Cengo 22 252 285 11 17
Dahcmey 35 o2k 105 29 37
Egypt 3k2 205 88 26 38
Ethiopia 275 387 156 Lé 128
Gabon b7 330 99 19 30
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Group and countryi

/

International reserves,
end of 1974 ¢f

Table 40 (continued)

As percentage
of reserves at

International reserves,
end of year, c/
as percentage of imﬁbrLSQ/
in preceding year

b/

MillXions
of
End of End of
dollars 1970 1973 1970 197k
Africa {continued)

Ghwa ok 262 50 17 21
Ivery Coast 66 55 Th 31 g
Litran Arsb Republic 3 616 227 170 235 210
Magascar Lg 133 73 20 2L
Maawi 8e 279 122 35 57
Mal 6 678 1k5 3 T
Neritania 101 3 377 2kl 23 ol
Niritius 131 284 196 68 77
Mrocco bt 208 156 25 38
¥er L6 2k 90 39 66
Teria 5 629 2 513 951 32 300
Fnda 13 170 86 33 43
Ciegal 6 29 53 11 2
tarra Leone 55 139 105 31 35
t1alia Lo 201 121 ho 38
tlan 12k 573 203 g 29
' 70 5k 154 1hh 61 54
nisia 418 697 136 23 69

ited Republie of
Cameroon a8 121 191 3G 29

pited Republie of
Tanzania 50 77 35 27 10
jpper Volta 8l 230 133 T2 96
laire 140 75 60 Ly 23
pamoia 172 34 89 93 20

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

a/ The list represents all the countries for which relevant data are

availablie.

b/ Gold, convertible foreign exchange, SDR and reserve position in the
International Monetary Fund.

¢/ 19Tk data, end of:

(Foot-notes continued on following page)

~11Ll-

March for Guyana; June for Singapore; August for
Central African Republic, Chad, Congo, Democratic Yemen, Mali and United Republic
of Cameroon; September for Panama; Hovember for Nepal.



(Foot-notes to table 40 (continued))

4/ Valued c.i.f.
g/ Algeria, Bcuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libyan Arab

Republic, Nigeria, Oman, Saudi Arabia, Trinidad and Tobago and Venezuela.

£/ Ecuador, Trinidad and Tobago and Venezuela.
g/ Indonesia, Iran, Irag, Kuwait, Oman and Saudi Arabia.

h/ Algeria, Gebon, Libyan Arab Republic and Nigeria.
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Table 41. Developed market economies: provision of
offieial development assistance, 1970-19Th

Ttem 1970 1971 1972 1973 197&2/

Amount (billions of dollars)
In current prices « « « + « « + . 6.7 7.6 8.4 9.2 11
In 1970 prices . « + « « = « » « 6.7 7.1 7.2 6.2 6

g;oportion of gross national
product (percentsge) . . . . . . 0.33 0.34 0.33 0.29 0.32

Sources: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on informetion from the Development Assistence
Committee of the Organisation for Economic Co-operation and Development.

a/ Provisional and partly estimated.
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Chapter 111
INTERNAL BALANCE

The imbalances that had characterized most economies in 1973 were not only
more acute in 19Th but in many cases were complicated by other forms of
disequilibrium. The most pervasive of these was the rapid rise in prices that had
been induced initially by the upsurge in demand relative to production capacity
and commodity supply and that was later accentuated by poor harvests, inventory
accumulation and a price-wage spiral reflecting attempts on the part of business
to protect and increase profit margins in the face of rising material and wage
costs and attempts on the part of labour to maintain and increase real wages in
the face of rising costs of living. The resultant price inflation was transmitted
through trade to virtually all countries including even some of the centrally
planned economies of Eastern Hurope where price and budgetary adjustments were
called for to accommodate the changes within the framework of planned price
relationships. As 19Tk advanced demand abated, resulting in idle capacity and
attempts to run down inventories; by the end of the year many of the developed
market economies were facing unacceptably high and rising rates of unemployment.
Prices were still rising rapidly, however, as the price-wage spiral continued in
the face of declining demand so that the choice of corrective policies posed
problems of unprecedented difficulty.

Developed market economies

In 197h as in 1973 the developed market economies continued to be disturbed
by severe and accelerating price inflation (see teble U43). For most countries
internal equilibrium was further disturbed in the course of 1974 by rising levels
of unemployment {see tables 4k and 45). To an increasing extent as the year
advanced, the major developed market economies displayed the characteristics of
both inflation and recession. Thus, one exceptional feature of the economic cycle
which began with the sharp upswing in activity in the major developed market
economies in 1971 and passed into deceleration in the second half of 1973 and into
economic slow-down during 19Tk was that both upward and downward phases were
accompanied by extraordinarily high price increases. In this respect the downturn
differed from the conventional cyclical economic pattern in which output, employment
and prices rise and fall roughly in line, allowing for some time lags. Consequently, '
a major challenge to policy makers in 1974 was to find the means to combat :
domestic inflation without adding to the number of unemployed, or, conversely, to
reduce unemployment rates without fueling inflation. The choice and timing of the
monetary and fiscal policies adopted by individual Governments reflect
circumstances specific to each country as well as different views as to priorities
and means.

The accelerated rates of price inflation which affected the developed market
economies in 1973 and 19Tk stemmed from several factors: (a) food: increased
demand for protein-rich foods as a result of rising income levels in recent years,
shortfalls in the output of some staple crops in 1972 and the consequent drawing
down of focd stocks all contrvibuted to advancing food prices in 1973 and 197h;
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(p) raw materials: the sharp upswing in industrial activity in 1972 and 1973 in
the major industrial countries had resulted in shortages in the supplies of some
raw materials and steep advances in their prices which intensified as business
iccumulated inventories either as a hedge against inflation or for speculative
sourposes. The price increases continued into 19Tk, although in the course of the
year the prices of some industrial inputs, notably fibres, rubber and non-ferrous
tetals, declined, in reflection of the slow-down in industrial activity;

(c) petroleum: +the quadrupling of the price of crude petroleum during the 12 months
:nding in Januvary 197h was reflected in 1974 in higher prices for transport

and electricity, pteroleum products and manufactured goods generally; (d) currency
novements: under a régime of floating rates, depreciation of the external value
>f currencies of countries experiencing large external deficits raised the cost of
imports in these countries and induced many companies to fix the prices of their
axport goods in terms of foreign currencies rather than in terms of the
lepreciating currencies of the home country; (g) labour costs: despite employment
lay-offs, wage rates in industry rose rapidly in 1974 (see table 46) as workers
sought to offset increases in the cost of living and raise real wages through the
spreading use of cost-of-living escalation clauses and through collective
rargaining. At the same time, with decelerating or declining economic activity,
zains in productivity were small or non-existent, and increased labour costs were
rassed on in higher product prices.

In the developed market economies as a group, the rise in consumer prices
iccelerated from around 5 per cent in 1971 and 1972 to almost 8 per cent in 1973
id to an unprecedented 13 per cent in 19Tk (see table 43). In nearly all
rountries the rise during 1974 was greater than the average increase from 1973
;0 197Th.  Very few countries - Ausiria, the Pederal Republic of Germany, Malta and
switzerland - experienced a price rise of less than 10 per cent in the course of
L9T4 and even some of the major countries saw their prices rise about twice =as
fagt: United Kingdom, 18 per cent; Italy, 25 per cent; and Japan, 26 per cent.

In 1973, in an effort to curb price rises, most of the major developed market
:conomies had adopted restrictive monetary policies or deflationary fiseal policies,
r both. TFor ithe most part, however, rates of inflation continued with little
ibatement throughout 197h. It was not until the final months of the year or early
L975 that the pace of price increase began to slacken, and then in only a few
rountries. As the economic slow-down took hold and spread in the course of 197k,
wowever, rates of unemployment rose, causing a number of Governments to shift the
>rientation of economic policy from an anti-inflationary direction to an
mti-recessionary one.

Averaged over the year, unemployment rates were not generally out of line
rith those recorded earlier in the decade; Belgium, Denmark, the Federal Republic
»f Germany and the Netherlands were among the few countries in which 1974 rates
sere sharply higher. In the course of the year, however, there was a rapid and
7idespread increase in the number of unemployed; only Austria, Finland, Norway and
sweden registered a reduction while in a number of countries - including France,
:he TFederal Republic of Germany, Japan and the United States of America -~ the numbers
rere over 50 per cent higher at the end of 1974 than at the beginning.

The inflationary trend that affected the United States was the longest and

rost severe since the period immediately following the Second World War. The
:onsumer price index rose by 11.0 per cent between 1973 and 1974 and the
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wholesale price index by 18.8 per cent. Whereas farm products had paced the
inflation in 1973, it was industrial materials that did so in 19Th4. An
extraordinary price increase of nearly 26 per cent was registered by industrial
commodities during the 12 months ending December 197L, about three fourths of which
was accounted for by fuels and power, metals and metal products, chemicals, and
machinery and equipment. The rise in prices reflected in part the ending of price
controls and the efforts of the business community to restore or increase profit
margins that had been eroded by earlier increases in the cost of industrial
materials and other inputs. As the level of economic activity fell and the impact
of post-controls adjustments tapered off, the rate of price increase for
industrial commodities slowed down: by the final quarter of 19Tk it had declined
to an annual rate of Jjust over 3 per cent and by Mazrch and April 1875 ~ a period
coineiding with the deepening recession in demand, production and employment -

the increases had all but ceased. Despite the slackening of inflation in the
immediately preceding months, the wholesale price index in April 1975 was about

13 per cent above the level of a year earlier.

Though the real gross national product declined in each successive quarter
of 197k, employment levels held up during the first three quarters of the year,
possibly reflecting business belief that the fall in demand was only temporary. {
In the last two months of 1974, however, continued sharp reductions in final |
demand impelled many business concerns to cut costs. As a result, the number of ]
givilian employees fell by 1.1 million, the largest two-month deeline in the
post-war period. The seasonally adjusted rate of unemployment - which averaged
less than 5.2 per cent in the Tirst quarter of the year - rose to 7.2 per cent in
December 197k and to 8.9 per cent by April 1975.

Between 1973 and 197h average hourly earnings in mapufacturing advanced by
8.3 per cent, as compared with the 11.0 per cent rise in consumer prices (see
tables 43 and 46) so that real wages fell by 2.7 per cent as compared with an
increase in average output per man-hour of 0.8 per cent. In each of the three i
preceding years the gain in hourly earnings in manufacturing had exceeded the rise
in consumer prices by an average of 2.0 per cent; this compared with an average
inerease of 5.9 per cent in average output per man-hour in manufacturing over the '
same period. 1/

The economic policies of the United States in 19Tk were directed against
inflation rather than against recession. Reflecting a tight monetary policy, prime
rates on bank loans approached 10 per cent in the first guarter of the year,
advanced to slightly above 12 per cent by the third quarter, and eased to around
10 per cent by the close of the year. PFederal government revenues grew by aboub

ij United States of America: oubtput per man-hour. by sector
{Percentage change from preceding vear)

Year Total private sector Private non-farm sector Manufacturing
1971 3.8 3.7 6.7
1972 3.6 3.7 5.6
1973 2.6 2.2 5.5
197k -2.7 -2.7 0.8
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$33 billion in 197k - even more than the record rise of $31 billion in 1973.

Despite the rise in costs, curbs on federal expenditure kept the federal government
deficit ~ measured on the national income and products account (NIA) basis - to

less than $8 billion in 1974 as compared with deficits of almost $6 billien in 1973
and over $17 billion in 1972. During the first three quarters of 1974 the deficit
was in the range of $2 billion to $3 billion, but in the Ffourth quarter, as the
recession deepened, it increased to over $20 billion. With rates of inflation
beginning to abate and rates of unemployment rising, the Administration took a more
stimulative position in both fiscal and monetary policy. In March 1975 Congress
passed a bill providing for rebates on 1974 federal income taxes amounting to

$8 villion, payments to begin in May 1975, as well as reductions and crediis on 1975
and 1976 federal taxes involving a further cut of almost $15 billion in tax
liability. In May 1975 Congress approved a budget deficit of $69 billion for fiscal
year 1975/T76 while the Federal Reserve Board announced a target growth in the money
supply (currency and checking account deposits) of 5 to 7.5 per cent during the year
beginning March 1975, compared with an actual growth of L per cent in the 12 months
ending April 1975.

The fiscal stance of state and local pgovernments tended to be somevwhat less
contractionary in 1974 than in the previous year: their combined surplus was
reduced by about 57 billion to $2 billion. However, in the final months of fiscal
year 197hk/75 deficit financing became common, especially in industrial areas,
despite cuts in expenditures involving reductions in the numbers of local
administration employees.

Canadian monetary and fiscal policies in 1974 suggest that inflation was of
prime concern until about the fourth quarter of the year when they became more
stimulative. Between 1973 and 1974 the consumer priece index rose by just under
11 per cent and hourly earnings of workers in manufacturing by just over 12 per cent.
Thus, as in immediately preceding years, the real income of workers continued to
rise. At 5.4 per cent, the average rate of unemployment in 197h was fractionally
lower than in 1973.

Two federal budgets were prepared and presented in Canada in 1974, The May
budget - the rejection of which by Parliament brought sbout a general election - had
its stabistical basis in two gquarters of strong growth and an economy evidencing
supply constraints. The budget presented in November had nearly two quarters of
domestic stagnation and inflation as its basis as well as a world economy
experiencing an economic slow-down. Thus the November budget, while cautious, was
distinctly more stimulative than the May budget: it pleced a higher priority on
sustaining growth and employment than on halting inflation.

The EEC countries, highly dependent on imports of petroleum and other raw
materials, were affected more than North America by the steep increases that
occurred in the prices of these commodities in 1973 and 197k. 2/ Rising world
food prices also accentuated domestic inflation, although the Community's common
agricultural policy afforded some protection to member countries when, in contrast
to earlier relationships, world prices of wheat and sugar rose above EEC threshold
prices. The impact of external price increases vas greatest in France, Italy

2/ In the United Kingdom, for example, the cost of basiec materials and fuel
used by manufacturing industry rose by 51 per cent between June 1973 and June 197k,
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and the United Kingdom, whose exchange rates depreciated under the influence of
large trade deficits. By the same token, the further appreciation of the deutsche
mark tended to moderate the effect of the rise in world prices on the Federal
Republic of Germany.

As 197k advanced, however, the prices of fuels stabilized and the prices of
many raw materials began to decline and the main stimulus to inflation came from
wage and profit margin pressures as labour sought to protect real earnings against
actual or expected price increases or to compensate for differentials that had
opened up during earlier periods of wage control, and business sought to protect
its profit margins against actual or expected wage increases.

Except in the Federal Republic of Germany, rates of inflation were running
considerably higher in the 12 months ending March 1975 than in the 12 months
ending December 19Th. 3/ Thus, despite restrictive monetary policies and
anti-infiationary fiscal measures the EEC countries were not generally successful
in combating inflation in 19Thk. In part, this situation reflects the extent to
vhich the price stimuli came from abroad, but, in large part, it reflects the
inhibiting effect of the actual or feared rise in unemployment which tended to
rule out stronger disinflationary policies. In this there was a common concern,
since - with about 50 per cent of EEC external trade being among member countries -
the damping down of demend by one member is felt very quickly in the exports
markets of the others.

In the Federal Republic of Germany money rates had started to rise as early
as 1972 vhile in other Community members tight monetary policies had been pursued
since mid-1973 when supply constraints emerged in the form of shortages of some
types of raw material and skilled labour. The high cost of money did not succeed
in damping down inflation but it did kave a negative impact on some types of
economic activity, particularly residential construction and hence on allied
industries such as building materials and durable household gocods. TFear that
anti-inflationary measures might have a stronger effect on employment than on prices
also tempered fiscal policy, though in some countries the need %o regtrain demand
stemmed more urgentiy from external payments considerations.

Tn the United Kingdom, one of the countries most affected by inflation,
following the rapid increase in the supply of money from mid-1971 to mid-1973 and
the sharp rises in the prices of imported food, petroleum and other raw materials,
the budget of March 19Tk aimed at "broad neutrality” with only a "mildly
restraining effect”. In July 1974, with unemployment rates begimnning to edge up
and many wage rates now linked to the cost-of-living index, the value-added tax
was reduced from 10 per cent to 8 per cent and a number of other mildly
reflationary measures were adopted. A supplementary budget in November was rather
more expansionary: while providing for a threefold increase in the value-added
tax on petrol, it included tax relief to industry as well as increases in pension
and family allowances. In contrast to these 1974 budgets which sought to maintain
employment, the budget presented in April 1975 was designed to strengthen the

3/ The percentage increases in consumer prices for the year ending March 1975
vere (in descending order): United Kingdom, 21.2; Ttaly, 20.3; Belgium, 14.3;
Denmark and France, 13.5; Luxembourg, 10.5; Netherlands, 9.9; Federal Republic of
Germany, 5.9. {In Ireland the rate for the year ending February 1975 was almost
24 per cent.)
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industrial base of the economy, releasing resources for exports and improving the
balance of payments. ﬂ/ Despite the higher levels of unemployment, it resisted
stimulation of domestic demand though recognizing that, if economically stronger
countries failed to take the reflationary measures necessary to lead world economic
recovery, the implications for the United Kingdom would have to be reconsidered.

In the Federal Republic of Germany several factorg contributed 1o keeping the
inflation rate -~ T per cent in 1974 - lower than in any other developed market
economy. A large current account surplus sirengthened the deutsche marik in 1973
and 197k: measured against the currencies of its major trading partners, it rose
by 9 per cent in 1973 and by 6 per cent in 1974, This appreciation provided some
protection against mounting import prices. At the same time, domestic demand had
been checked by restrictive monetary policies and anti-inflationary fiscal measures
adopted in 1973. In the course of 19Tk, however, as rates of unemployment moved up
as a result of lower activity in construction end in the automobile, textile and
other consumer goods industries, some relaxation was effected in both monetary and
fiscal policies.

Monetary restrictions had included increases in discount rates, controls on
the raising of credit abroad by nationals and on investment by foreigners in the
Federal Republic of Cermany, and the introduction of the Bardepot - an interest-
free cash deposit which companies had to place with the Bundesbank ageinst their
borrowing abroad. In January 1974, sweeping relaxations were introduced in
exchange controls and the Bardepot percentage was reduced from 50 to 20 per cent.
In the third quarter of the year, when the inflow of funds, speculating on
revaluation of the deutsche mark, had ceased, the Bardepot was eliminated
completely. The discount rate was reduced in October, again in December 197k and
twice again in the following quarter. Fiscal policies also became less restraining
and were directed towards stemming rising uwemployment rates: an investment tax
of 11 per cent which had been introduced in May 1973 was abolished in December of
that year; Lax benefits were introduced for the construction of owner-occupied
houses and flats; the bullding indusiry was the main beneficiary of a special
infrastructural programme. Despite the relaxations unemployment continued to
rise: it stood at 5.1 per cent in January 1975 compered with 2.8 per cent a year
before. At that stage, a programme of tax reform came into operation, providing
significant tax reductions for low- and medium-income groups.

In Italy, as a result of a surge in domestic spending and an investment boom
in 1973 and the early months of 197k, import requirements rose subsitantially and
the trade balance moved into deficit. As indicated in the preceding chepter, the
inecreases in petroleum prices between October 1974 and January 1975 accentuated the
disequilibrium. With a view to containing the rapidly growing trade deficit and
checking the depreciation of the lira, the Italian Government introduced a number
of measures in May 1974 including an import deposit scheme, a credit squeeze and
higher taxes. The impact of these measures fell chiefly on small and medium-sized
businesses and as a result employment and the plans for industrialization of
southern Italy were adversely affected. Both consumption and investment fell in
the second half of 1974, By March 1975 the annual rate of inflation was k per cent
less than the rate recorded in the final guarter of 1974. As a result of a
strong export performance, the curb on imports and an inflow of long-term capital

4/ The trade deficit in 1974, as mentioned in chapter II, amounted to about
$15.5 billion and the deficit on current account amounted to over $9 billion,
equivalent to about 5.5 per cent of gross domestic product at factor cost.
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there was also an improvement in the external balance. In April 1975 the import
curbs were abolished and credit restrictions eased,

In France, monetary and fiscal policies were also anti-inflationary in 19Th.
The discount rate was raised from 11 to 13 per cent in the first quarter and
stayed at that level for the remainder of the year. Throughout the year, government
policy was delicately balanced between reducing prices and raising at least the
lowest incomes, thrcugh higher minimum wages and welfare payments, for exanple.
The pace of ecconomic activity declined first in construction, the autcmobile
industry and the public works sector, and later in the year in consumer industries.
By December the number of unemployed was 57 per cent higher than a year earlier.
In the early months of 1975 some cautious reflationary measures were adopted: the
discount rate was reduced by 1 per cent in January 1975 and again in February and
there was some relaxation of credit restrictions; some types of social benefits
were increased, including the provision of relief for pensioners and the lower-paid
and of more generous compensation to those affected by short-time employment.
Stimulus was applied to the construction sector by advancing to the first six
months of the year two thirds of central government expenditures earmarked for
housing and public works ia 1975.

For the countries of southern Europe the worsening of the employment situation
in EEC countries and the world-wide economic slow-down meant a reduction in foreign
exchange earnings from tourism, shipping and migrant workers' remittances. Many
migrant workers were affected by the sharp decline in activity in construction and
in the automobile and textile industries in north-western Burope. Of an estimated
1 million emigrant workers from Yugoslavia, about 100,000 are reported to have ;
returned home during the first 10 months of 19Thk. Turkish emigrant workers, also !
numbering 1 million, were similarly affected and added to the already high
unemployment rate in that country. In Greece, too, there was a reversal in the net
migratory flow in the first half of 1974, and this also contributed to the
worsening unemployment situation: during the first seven months of the year, '
recorded unemployment rose by an eighth and there was a concomitant decline in the |
flow of renittances. Similarly, migrant remittances to Spain are estimated to have
declined by about 1L per cent in the first 10 months of the year as compared with
the same period of 1973. The employment situation in Portugal deteriorated largely
as a result of domestic political upheaval and reduced foreign investment, but the
return of emigrant workers from Europe and soldiers from Angola and Mozambique
also swelled the numbers of unemployed.

As a result of sharply increased air fares and the slow-down in economic
activity, tourism tended to fall off generally in 197hk. 5/ Shrinking demand and
higher costs caused the failure of several firms heavily engaged in the holiday
traffic from northern to southern Europe. The armed conflict in Cyprus
discouraged visitors not only to that country but also to Greece and Turkey. In
Portugal, tourisis were discouraged not only by the political upheaval but also by
an outbreak of cholera. After many vears of rapid increase 1974 brought a reduction
in the number of wvisitors to most of southern BEurope: in the first nine months
the declines were 1 per cent in Portugal, 9 per cent in Spain, 13 per cent in
Greece and 32 per cent in Yugoslavia.

2/ In the first seven months of 197k the number of passengers crossing the
North Atlantic by airlines members of the International Air Transport Association
fell by 10 per cent as compared with the same period of the previous year.
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Japan entered 197k with a highly inflationary economy and a balance of payments
that had swung into deficit. Given the country's great dependerce on imported
:mergy, the large increase in petreleum prices had a powerful adverse effect on
woth internal and external balance. Between the last quarter of 1973 and the first
puarter of 197h consumer prices rose by almost 10 per cent and wholesale prices
y almost 15 per cent.

In an effort to cowmbat these rapidly rising prices Japan maintained stringent
rontrol on domestic demand throughout 1674, The measures adopted included a
rontinuation of credit restrictions and the imposition of price controls, including
1 campaign against "unreasonable" price increases. Early in the year the Government
innounced a sharp cut-back from the original estimates of budgetary expenditures for
the fiscal year 197L/1975. In real terms, this implied no expansion in the over-
111 loan and investment programme and a significant reduction in the volume of
»ublic works.

As the year advanced, the stabilization of petroleum prices, the decline in the
wrices of some imported primary commodities and the damping dowvn of domestic demand
rombined to restrain the advance in prices. Nevertheless, the increase in consumer
srices between 1973 and 1974 averaged almost 25 per cent, the highest rate among
the major developed market economies.

The worsening of the employment situation was greater than implied by the
increase in the annual average rate from 1.3 per cent in 1973 to 1.4 per cent in
L1974, The amount of overtime worked was about one Tourth less than in 1973 and the
job offer/seeker ratio fell sharply in the second half of the year (from 1.11 per
rent in August to 0.87 per cent in Hovember). In December 197k the rate of
memployment stood at 1.6 per cent compared with 1.0 per cent a year earlier.

Despite the urging of the business and financial sectors, officisl policies
reflected concern that even cautious and gradual relaxation of the curbs on
lomestic demend would aggravate inflationary pressures. Nevertheless, in the last
juarter of 1974, the central bank began to display a more flexible attitude to the
lending activities of commercial banks and other financial institutions, and some
»f the sectors most affected by recession, such as copper smelting and aluminium
refining, were granted relief from the most stringent credit restrictions.

Athough in April 1975 the discount rate was lowered by 0.5 per cent from
the 9.0 per cent which had been in force since December 1973, other credit
restrictions were retained and, on the whole, policies continued to be directed
towards management of domestic demand with a view to controlling inflation. This
#as one of the factors behind the relative moderation in wage increases agreed to at
the spring negotiations: compared with the average increase of 29 per cent won in
1974, wages in the public sector as a whole are %o rise by not much more than
1t per cent in 1975. In the private sector settlements averaged between 12.5 per
cent and 13.5 per cent, even less than the 15 per cent ceiling advocated by the
Jovernment and employers' organizations.

As in the case of many other developed market economies, Australia and New
Zealand experienced rising rates of inflation in 197k, primarily as 2 result of the
higher costs of imported fuels and manufactures cowmbined with internal wage-price
pressures. And here, too, the consegquences of the imbalance and of the efforts
to deal with it begen to show in under-utilization of capacity: in the course of
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the year the unemployment rate rose from about 1.8 per cent to 3.3 per cent in
Australia and from 0.8 per cent to 3.1 per cent in Wew Zealand. The domestic
slow-down was exacerabated by weakness in the demand for some of the major exports -
particularly wocol and meat - and both countries, having revalued their currencies
upwirds in 1972 and 1973, found it expedient to devalue in the third guarter of
1974,

In order to moderate the potentially inflationary effects of this devaluation
Wew Zealand instituted a system of price and income controls, while at the same
time supplementing its benefit to the rural sector by a system of subsidies designed
to hait the laying off of farm labour. Concern over rigsing unemployment led to a
reflationary 1975/1976 budget in both countries. In addition to increasing federal
expenditure, the Australien budget was designed to bring about a redistribution of
income in favour of the lower-income groups most severely affected by the inflation.
At the same time, a "social compact' was entered into with organized labour in an
effort to contain the component of wage claims attributable to the anticipation
of infiation.

Developing countries

The efforts of the developing countries to raise the standard of living and
increase productive capacity are often threztened by the inflationary potential
resulting from the imbalance bhetween limited resources and large needs. This
inflationary tendency is moderated when more goods become availablie from either
domestic or foreign sources and is, in turn, aggravated if the flow of goods slows
down. In the period under review the forces influencing the internal balance were
unusually poweriul.

World food supplies had not fully recovered from the crop failures of 1972 and
in many developing countries they remzined very tight. The commedity boom and
price increases greatly expanded the moneys flowing into most developing countries -
particularly to exporters, to trading and financing establishments and to
Governments. At the same time; these higher prices had found their way into
mapufactured products, already rising in cost as a result of the inflation that was
raging in most of the industrial countries in 1973 and 197k,

The prices of the commodities the developing countries purchased on the
international market rose sharply between 1973 and 197hk. The unit value of
manufactured imports rose by 19 per cent in dollar terms. The price index of
cereals on the international market was 37 per cent higher in 19TL then in 1973.

The greatly increased price of petroleum exerted a particularly strong
disequilibrating effect on the importing countries, partly by increasing the price
of transport, power and petroleum-based consumer goods and partly through the
secondary effect on the cost of food production of higher prices or curtailed supply
of fertilizer and other iaputs.

With the unit value of imporis sharply higher and rising rapidlv and about
two fifths of the developing countries experiencing a decline in per capita
food production, it was more difficult than ever to maintain domestic price
stability in 197k, Even more than in the developed market economies, the rise in
food prices that started in 1972 continued to exert strong upward pressure on
consumer prices in most developing countries. In 197W there were five developing

~12k-




countries in which food prices rose faster than other retail prices for every two
in which food prices lagged. Among the worst hit were some of the food-deficit
countries, nest notably Bangladesh, Bgypt, India, Israel and the Republic of
Korea.

Where agricultursl production registered a satisfactory increase the balance
between supply and demand improved. Thus, better food supplies in 197k helped to
stem the rate of price increase in a number of couniries in the western hemisphere
(Argentina, Uruguay and Venezuela), Africa {Morocco, the Niger, Southern Rhodesia
and the Upper Volta), West Asia {Iran, Jordan, the Syrian Arab Republic) and
South and East Asia {Malaysia and Sri Lanka).

For most of the developing countries, the upsurge in price levels between
1973 and 1974 followed a similar -~ though much less visorous - acceleration
between 1972 ard 1973. Double-digit increases in the consumer price index were
recorded by seven out of eight developing countries in 1974 compared with about half
the countries in 1973 and only a guarter in 1972. On a year-to-year basgis, the
rise in consumer prices accelerated in over 80 per cent of the developing countries
in 1974, while in less than 10 per cent was there a marked slow-down in the rate
of price increase (see table UT).

In the developing countries as a group 6/ the price index for consumer
goods, weighted by 1970 private consumption, rose by 26 per cent in 19Th compared
with 19 per cent in 1973 and 13 per cent in 1972. Focd prices increased by
27 per cent in 1974 compared with 23 per cent in 1973. Measured in this way,
South and Fast Asia recorded the highest rate of inflation (nearly 31 per cent),
followed by the western hemisphere (26 per cent), West Asiaz {20 per cent) and
Africa (15 per cent).

With the decline in some commedity prices in the course of 1974 and the
slackening in demand of the developed market economies for developing country
exports, the pace of inflation eased off in nearly three fifths of the developing
countries in the second half of the year. Consumer prices for the developing
countries as a whole rose by 12.1 per cent {12.7 per cent for food items) during
the first half of the vear, while the corresponding rates in the second half receded
slightly to 10.6 per cent and 11.4 per cent. The only region to record a higher
rate of inflation in the second half of the year than in the first was West Asia.
In other regions, especially in the western hemisphere and Africa, the Tfavourable
out-turn of agriculture along with the various restrictive measures adopted by
some countries helped to slow the upsurge of prices. In South and Fast Asia there
yas some deceleration in the price inerease in India and the Philippines but the
deceleration was most pronounced in Hong Kong, Indonesia, Malaysia, the Republic of
Korea and Thailand.

These price movements are related not only to the level of activity, the flow
of domestic supplies and the volume and cost of imports but also to changes in money
supply. While most of the countries in which production rose substantially recorded
a high or increasing volume of currency and demand deposits with the local banking
system, a larger money supply in most cases was also associated with a rise in

6/ Based on the countries in table 47, excluding Chile and the Khmer
Republic.
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prices. In nearly 90 per cent of the countries the increase in the monetary

aggregates in 1974 exceeded 10 per cent, in three out of five it was in excess of
20 per cent, and in a fifth it was above L0 per cent. Comparing the trend in 1974
with that in 1973, more than half of the developing countries experienced A
acceleration in the growth in money supply, while two fifths registered deceleration, |
and one tenth continued with a similar rate of monetary expansion (see table 48).

The proportion of developing countries in which all three of the major sources
of money - government credit, private credit and foreign assets - contributed to
the expansion was only halfl as great as in the previous year: Jjust over a fifth
in 197k as compared with rather more than two fifths in 1973. On the whole, the
extension of credit to the private sector was the most expansionary force: it
made the largest contribution in 60 per cent of ‘the countries and the second
largest in another 37 per cent, while there was no country in which private credit
declined in 19Tk (see table 49).

The increase in foreign assets that exerted a strong influence on the domestic
money supply of a number of developing countries in 1972 and 1973, growing out of
a repid upswing in export earnings, seems to have lost some momentum in 197k,
Though it was a leading source of money in 29 per cent of the countries in both
1973 and 197k, the proportion of countries in which the increase in foreign assets
contributed to the monetary expansion declined from 79 per cent in 1973 to
62 per cent in 19Tk. In addition to the petroleum-exporting countries {Bcuador,
Gebon, Iran, Iraq, Kuwait, the Libyan Arab Republic, Nigeria, Saudi Arabia,
Trinidad and Tobago, and Venegzuela), the countries in which the increase in foreign
assets was the major factor in the accelerated growth in money supply in 1974
included Bolivia, the Congo, Mauritius, the Syrian Arab Republic and Togo, where
export earnings were particularly buoyant in 1974. On the other hand, the change
in foreign assets exerted a negative influence on the money supply of rather more
countries in 1974 than in 1973; it was the leading contractionary factor in
35 per cent of such countries in 19Th as compared with 30 per cent in 1973. A
reduction in foreign assets was the principal factor in decelerating the growth of
money supply in Argentina, Brazil, Costa Rica, the {ambia, Guatemala, Haiti,
Honduras, India, Israel, Kenya, Nepal and WNicaragua; all experienced a deteriorating
external balance. In Gabon and Ghana, however, an increase in private credit more
than counterbalanced a reduction in foreign assets, and the growth of money supply
accelerated.

Government budgetary deficits tended to be less expansionary in 197k than
in 1973. Official borrowing from the banking system was an expansionary factor in
58 per cent of countries in 1974 compared with T2 per cent in 1973. Correspondingly,
there was a doubling in the proportion of countries in which a reduction in
government net borrowing was the principal factor in the contraction of money
supply - from about one fifth in 1973 to about two fifths in 1974, This group
includes a number of countries - notably the petroleum-exporting countries mentioned
above plus Indonesia, as well as Bolivia - in which buoyant exports increased the
revenue of Covernments and thus lessened dependence on the banking system for
financing. In these cases the contractionary influence on the money supply was more
than offset by the expansionary effect of the increase in foreign assets. In some
countries - including the Ivory Coast, Mauritania and Senegal - the effect of a
decline in government borrowing was more than offset by increased private credit
and there was an accelerated expansion in the money supply. On the other hand,
in some countries - including Ethiopia, Malawi, the Niger, Pakistan, Paraguay and
the Upper Volita -~ a reduction in official torrowing from the banking system wag the
principal factor in sloving down the pace of monetary growth.
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In addition to widespread shortages of commodities aznd inflation of prices
several countries, most notably some of the petroleum-exporting countries that
initiated rapid industrialization, also experienced shortages in skilled labour
and basic services (such as port facilities and transport) which resulted in
interruption and bottle-necks in the economy. To help ease the labour shortage a
few countries, including Iran and Irag, adopted policies designed to encourage
labour mobility and attract foreign workers as well as nationals living abroad.

More important in many developing countries, however, were the effects of the
recession in the developed market economies that began to be felt, as the year
progressed, by way of reductions in the demand for their exports. As discussed
in chapter II, their export performance in the second half of 1974 was
characterized by declining volume and prices in the face of rising cost of imports.
The incidence of this slow-down in the developing countries was not uniformly
distributed. Most adversely affected were exporters of such manufactured goods as
textiles, electronics and wocd-products: they include Brazil, Hong Kong, Malaysia,
Mexico, the Republic of Korea, Singapore and Thailand. Lay-offs of labour and
shorter working hours were reported in a number of places. In the first three
guarters of 19Th manufacturing employment declined by 10 per cent in Hong Kong,
vhile by December 1974 the number of registered job applicants in Singapore was
more than one Tifth above the corresponding figure in 1973. The border industries
of Mexico were affected by the recession in the United States and the agsembly
plants along the border which supply the United States market were closed or began
operating below capacity.

Counterbalancing these unfavourable effects from the external sector tc some
degree, however, was a higher level of domestic investment in many developing
countries, supported by a substantially increased quantum of imports financed, in
the case of non-oil-exporting countries, by a large inflow of official donztions
and long-term capital from advanced countries and petroleum-exporting countries.

The acceleration in the pace of inflation in 19Th required the developing
countries to intensify their efforts to mitigate its harsh consequences for the
mass of the population. This task was complicated in some cases by poor
agricultural production and in others by the emerging effect of the recession. A
wide range of measures was adopted including rationing, subsidies, price and wage
controls, restrictive monetary and fiscal policies and reduction of import duties
on some basic commodities.

To soften the impact of rising consumer prices, subsidies and price controls
wvere most widely used by countries with favourable export earnings including
petroleum producers {Bahrain, Brunei, Iran, Kuwait, Nigeria and Saudi Arabia) and
sugar exporters such as Mauritius as well as by Tunisia where a subsidy programme
helped to keep the increase in the cost of living index down to only 4.1 per cent
in epite of a 20 per cent rise in vholesale prices between 1973 and 19Tk,

Countries with more limited budgetary resources found it difficult to engage
in extensive subsidization of goods for mass consumption. Price controls were
resorted to in rany cases, but conflicts between price policy and production policy
soon emerged, especially where producers were themselves facing rapidly rising
costg. Many countries -~ including Brazil, India, Kenya, Mexico and Nepal -
resorted to restrictive monetary and fiscal measures to combat inflation. Where the
recession began to affect the export sector, including exchange devaluation, new

~127~



efforts to attract foreign capital, the promotion of industries with betier
prospects and the retraining of workers were among the many measures adopted. In
the Philippines, workers released from the depressed timber industry were recruited
to carry out irrigation, feeder-road and housing projects.

Tn view of the unsatisfactory growth in agricultural production in many
developing couniries in 197k or in the two preceding vears, policy began to swing
towards greater emphasis on agricultural development even among countries with
rapidly industrializing export-oriented economies. This change reflects the
growing realization that low rural incomes result not only in serious social
inequity but also in a drag on the whole economy, inhibiting the growth of
industries based on a domestic mass market.

Centrally planned economies

Aggregate demand in the centrally planned economies of FEastern Europe and the
Union of Soviet Socialist Republies in 19Th was not weakened by external
developments and continued to press on the availability of domestic resources. The
inflationary impulses emanating from the world market did not, however, leave these
countries unaffected. Pressure on prices also developed in several centrally
planned economies owing to internal causes. Hevertheless, price stability was
largely maintained during the year by the centrally regulated price-setting systems
of the socialist countries.

Although high rates of growth in output were achieved in Bastern Europe,
claims on resources appear to have expanded even faster, and the internal balance
between avilable and required resources could be assured only through larger net
imports which, together with a worsening in the terms of trade of several
countries, caused larger than planned foreign trade deficits. 1In the Scoviet Union
the maintenance of internal balance was aided by external developments that led to
a significant improvement in the terms of trade, and the country attained a large
foreign~trade surplus.

Balance in the consumer market appears to have generally improved in the
socialist countries in 1974, but some strains developed in the producer goods
markets of those Eastern European countries which are net rav material importers.
With rising worid market prices, the maintenance of internal price stability
required substantial increases in budgetary subsidies in order to bridge the gap
between internal and external price levels, accompanied by administrative controls
on the use of energy and rav materials.

In the allocation of national product to firal uses there seems to have been
a tendency to increase the share of net investment - although in no case at the
expense of a real increase in the absolute level of consumpticon. The rate of
expansion of gross fixed capital formation was exceptionally high in Poland
(26 per cent for the state sector) and in Romania (17 per cent); it was higher than
the rate of inecrease in national income in all countries except the German
Democratic Republic and probably Bulgaria, where the investment target does not seem
to have been achieved and outlays declined in absolute terms (see table 50).

Although the economic plans for 1974 put strong emphasis on the need to
shorten the gestation period of new capital comstruction projects and to concentrate
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on the completion of unfinished ones, the actual increase in operating production
capacities was generally smaller than projected. Only the German Democratic
Republic reported notable success in this sphere. Elsevhere, in spite of some
improvement in the concentration of efforts on priority projects in several
countries, the stock of unfinished investment undertakings, the value of vhich is
of the order of one fifth to one quarter of the srnual national product, appears
to have increased at higher rates than planned. Bignificant new capacities
nevertheless became operational in all countries and added to the output stream,
Hew investment starts in Bastern Furope appear to have been concentrated in the

bottle-neck sectors of energy and raw material supplies, as well as in the chemical
industry.

The increase in material production was accompanied by a dynamic growth of
personal income. Total personal income increased in 1974 in nominal terns at rates
ranging from 15 per cent in Poland to 4.3 per cent in Czechoslovakia. Although in
some countries part of this gain was eroded by price increases, real income per
head expanded rapidly also (see table 51). As a rule, disposable income per head
grew faster than average wages and salaries, owing to expanding social benefits
both in the form of monetary transfer payments and benefits in kind. The total
increase in transfer payments was probably wost significant in Hungary (16 per cent)
and Poland (14 per cent), even after the higher price changes in these countries
are taken into account.

In most countries of the region wage increases wers coupled with or accompanied
by measures to narrow inequalities in income. Generally, more rapid increases in
the minimum than in the average wage rates have been used to achieve this end. TIn
several countries tax measures vere introduced for distributive purposes. T/

Standards of living in Fastern Europe and the Soviet Union were azlso enhanced
by the rapid increase in housing construction, although plan targets could not in
all cases be fulfilled. The rate of new construction varied between 6 and 9
apartments per thousand inhabitants.

Total and non-agricultural employment in Eastern Europe and the USSR expanded
in 197k in line with continued growth in production. Industrial employment in
these countries was increased by the absorption of new entrants into the labour
force and also by the diversion of workers from agricultural occupations. In
contrast to unempiocyment worries elsevhere in the world, the socialist countries -
especially the more developed ones - are more concerned with inadequate expansion
in the labour force, caused by the falling rates of population growth and the
lengthening period spent in training and education, and with tendencies for an
excessive labour intake by the growth sectors. Planning efforts were directed at
discouraging or controlling additional employment, especially in industry, and

T/ In Czechoslovakia, agricultural tax rates were made progressive; in
Hungary, taxes on the farm sector - whose workers in recent yvears have shown
higher income gains than non-agricultural workers - were raised and a new property
tax on privately owned housing was introduced; and in Poland a cne-time wealth levy
with marginal rates rising from 10 to 60 per cent was imposed on the value in
excess of a certain minimum of privately owned non-azgricultural real property,
yachts and some types of foreign-made automobiles.
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towards ensuring labour-saving production methods. In industry, these efforts
appear to have been successful in 197h: output per worker expanded not only at
rates between 5 and 9 per cent, but in all countries except Bulgaria and Romania
also at rates higher than those planned (see table 21).

The aggregate supply of goods and service to consumer markets increased in
197h:  the volume of retail sales, messured at constant prices, expanded faster
than planned and at accelerated rates as compared to the averages of the first
three years of the decade in all countries of the region except Poland and the
USSR. Rates of growth ranged from 6 to 10 per cent (see table 51).

The below-plan expansicon rate in the Soviet Union was probably related to the
slov output growth in light industry and may indicate that short-comings in the
adaptation of supply structure to consumer demand caused a temporary market
imbalance. Total mopey incomes appear to have increased at & higher rate than
retail sales. In Rastern Burope, aggregate market balance appears to have improved
in Czechoslovakia and the German Democratic Republic, where consumer supplies
expanded substantially faster than total money incomes. In several other countries,
however, where money incomes had grown especially rapidly over the past few years,
the maintenance of balance in consumer markets required increases in the general
price level., This wes the case in Hungary, Poland and Romania.

In spite of the improved over-all supply situwation, imbalances persist in most
countries in the structure of supply and demand, especially in the case of some
consumer durables. This is also true, in several countries, for certain
agricultural products, such as meat and meat products, which have high income~
elasticity of demand, and also for labour-intensive products such as vegetables.

The improved market balance in most countries of the region is reflected in the
behaviour of the rate of savings out of current income. In Czechoslovakia, where
market supplies increased most markedly relative to income, new savings declined
in absolute terms, and in several other Eastern European countries the growth of
new saving deposits slowed considerably although it continued to be somevhat higher
than the growth of money incomes. In the Soviet Union, by contrast, the volume of
new savings deposits jumped by 29 per cent over the preceding year's level while
money incomes increased by 6-~7 per cent. The total stock of savings deposits
continued to grow in all countries, however, at rates ranging from 8 per cent in
the German Democratic Republic to 24 per cent in Poland. This substantial expansion
in private savings, while in some instances undoubtedly still indicative of
involuntarily postponed consumption caused by the temporary unavailability of goods,
is increasingly motivated by the desire to accumulate funds for future purchases of
durable consumer goods and of housing and is stimulated by government policies which
in several countries now rely for almost two thirds of housing construction on such
financing.

Increases in the consumer price level in the centrally planned economies were
small compared with those observed in the rest of the world, but nevertheless
constituted a novelty ir several of these countries. The largest rise occurred in
Poland,vhere retail prices increased by 5.6 per cent after several years of virtual
price stability. In Hungary, prices rose by 1.9 per cent, considerably less than
the average annual increase of almost 3 per cent observed since 1970, and in Romania
the estimated increase in the cost of living was of approximately the same
magnitude, again after three years of essentially stable prices. In the other
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countries of the region the changes were counted in fractions of 1 per cent, up
or down. 8/

Infrequent changes in the price structure have been one of the institutional
characteristics of the centrally plamnned economies, where price adjustments
generally have to be implemented through a centralized administrative apparatus.
Domestic prices are insulated from foreign prices by various subsidies and taxes;
and producer prices are lkept more or less independent of consumer prices by
similar buffering instruments. While assuring a high degree of price stability,
desirable for social reasons with respect to consumer markets and for the sake of
plan administration with regard to producer markets, the relative inflexibility of
this price-setting mechanism has from time to time come into conflict with the
desire to use prices as indicators of relative costs in decision making at all
levels. The dramatic price movements on international markets in 1973 and 1974 have
accentuated this problem, as well as making it more difficult for some of these
countries to maintain existing price levels.

The dilemma has been resolved for the time being rather differently in the
various countries. Those which have a relatively stronger preference for price
stability absorbed the impact of changed foreign trade costs mainly through
increased budgetary transfers, while others, such as Hungary and Poland, allowed
some price adjustments in 1974 and have indicated the expectation of larger price
changes in future plan periods. Inflationary pressures, whether emanating from
domestic sources or from developments abroad, are the ~efore not automatically or
immediately translated into price changes in the intetnal markets of the centrally
planned economies, and, at the same time, price stability does not necessarily
indicate the absence of inflationary pressures in these countries.

Prccucer price changes were more widely spread than those of consumer prices
and reflected cost changes in both domestic and foreign trade. Industrial wholesale
prices in Hungary increased by 3.1 per cent, which was not sufficient to cover
changes in import cests, and further adjusiments have been scheduled for 1975
which will result in an over-all price rige of 8 per cent. 9/ In Poland a

8/ In Poland, the relatively large change in the price level of consumer goods
occurred in spite of the official price stop on basic food products first introduced
in 1971 and reaffirmed for 1975. In addition to the price of food staples, prices
of most manufactured consumer goods remained unchanged, but increases were
substantial for other food preoducts, especially those marketed outside the socialist
sector, for alccholic beverages and for most services, with especially steep rises
for restaurant meals. Except for fuels and transportation services, changes in
interrational prices seem to have had a relatively small impact on the movements of
consumer prices in Poland.

Price fluctuations abroad had a preater influence in Hungary, where the
increase in consumer prices was mainly in resrect of heating snd fuels, coffee,
tropical spices and fruits, wine and some other alcoholic beverages. Frices for
some textiles and clothing articles were reduced. In Romania consumer prices were
also affected by price movements in imported raw materials, in addition to changes
in domegtic agricultural procurement prices.

9/ Since only part of this can be recouped by increases in consumer prices
(planned at 3.6 per cent)}, the CGovernment has instituted some offsetting fiscal
reiief to enterprises, including a general reduction of one third in the tax on the
value of fixed assets, as well as by additional budgetary subsidies.
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5 per cent increase in producer prices stemmed mainly from price increases for
fuels and products of light and food-processing industries. In Czechoslovakia and
Romania new producer prices for a wide range of industrial products were

introduced in the course of a scheduled over-all price revision, adjusting prices
mainly to past domestic cost changes. HNew producer prices for oil products and raw
materials, however, were clearly influenced by import cost considerations.
Procurement prices for some agricultural commodities were revised in 1974 in e
number of Eastern European economies, even in countries where industrial wholesale
and retail prices remained largely unchanged.

The unanticipated increases in subsidies from the state budget required to
contain price changes within planned dimensions were very substantial in the more
trade-~dependent economies. In Hungary, for examplie, the budget law for 197k
foresaw a doubling of the 1973 outlays for this purpose to about 10 billion forints,
but actual subsidy payments rose to some 24 billion forints, or more than one tenth
of budget expenditures. This procedure has strained govermment budgets in all the
European centrally planned economies except the UBSR. The major cause of these
budgetary strains was the unexpected deterioration in the terms of trade resulting
from sharp increases in import costs. In 19Th, however, these changes were
confined largely to trade with the market economies, or to less than one third of
the total foreign trade of the European socialist countries. Now that intra-CMEA
contract prices will be renegoiiated around levels that approximate world market
prices much closer than before, the need for budgetary support of prices will
undoubtedly expand very rapidly. As noted earlier, for the trade-intensive and
resource-inporting countries of Bastern Furope the transfer of world market price
trends to the intra-CMEA market will result in a deterioration in the over-all terms
of trade in 1975 that is likely to be substantially larger than that experienced
in 1974. Under these circumstances it may be difficult to meintain domestic price
stability without endangering internzl financial or market bhalance.
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rate of increase in consumer prices, 1971-19Tk

{Percentage)

Developed market economies
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Sources and foot-notes to table 43

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

a/ Countries are arranged in descending order of percentage increase in
consumer prices ("all items") from 1973 to 197h.

E/ January-November for Belgium, Italy (food only), Japan, Spain and
Yugoslavia; January-October for Turkey; January-September for Australia; January-
May for Cyprus.

¢/ October-lovember for Belgium, Italy (food only), Japan, Spain and
Yugoslavia; October only for Turkey.

d/ "All items” weighted by private consumption in 1970; "food" weighted by
food consumption in 1970.
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mable Lh. Selected developed market economies: unemployment
rates and changes in unemployment, 1971-197h

(Percentage)

Change in average number of

Annual everage unemployment unemployed between

ccuntryéf rate b/ 1971 1972 1973 December 1973
and and and o/ and
1071 1972 1973 1oms® 1972 1973 1974 December 197k
e/ &/

Cyprus 1.1 0.9 1.2 b1 -11.6 31.3 238.7 hol.1
Denmark 3.7 3.6 2.4 5.3 0.3 -32.8 121.h 160.3
Germany, Federal

Republic of 0.8 / 1.1 / 1.2 / 2.6 33.0 11.0 113.2 oh. T
France 0.0% .08 1.8 .. 13.4 2.7 26.4 57.1
NWetherlands 1.6 2.7 2.7 3.3 Th.O 1.9 22.7 38.1
Australia 1.6 2.3 1.9 2.2 43.7 -1k.5  22.5 85.9
Greece - - I -21.5 -10.1 19.1 60.6
United States of

America 6.0 5.6 k.9 5.6 -3.1 -11.1  17.9 50.5
Yugoslavia 6.7 7.0 8.1 9.0 8.2 21.3 17.3 21.k
Belgium 2.9 3.k 3.6 L1 22,4 5.6 1hk.2 37.5
Ireland 7.2 8.1 T.2 7.9 13.7 -B8.5 9.1 38.1
Japan 1.2 1.4 1.3 L.k 1k.1  -8.2 9.0 53.7
Canada 6.4 6.3 5.6 5.4 1.8  ~7.5 1.0 16.6
Austria 2.1 1.9 1.6 1.5 -5.6 -15.9 - 1.5
Spain .. . 0.5 -21.5 - 51.9
United Kingdom 3.4 3.8 2.7 2.7 10.6 -28.8 -1.5 25.6
Ttaly 3.2 3.7 3.5 2.9 bk =k,2 -16.2 3.2
Norwey 0.8 1.0 0.8 c.7T 21,3 -13.5 -16.h ~T. k4
Sweden 2.5 2.7 2.5 2.0 5.9 -8.4 -18.h4 -28.7
Finland 2.3 2.5 2.3 1.8 12.2 -T.2 =21.6 -22.9
Hev Zealand . . .. 82.1 -59.2 -58.6 ho.2

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

a/ Countries are arranged in descending order of percentage increase (or
azcending order of percentege decrease) in number of unemployed between 1973 and

197k,

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

¢/ Preliminary.

d/ Change between December 1973 and December 1974 expressed as a percentage of
the former except for Australia, United Kingdom and Yugoslavia (November to
Wovember); Italy {October to October) and Greece (September to September).

e/ Cited in Organisation for Economic Co~operation and Development, Etudes
Zconomiques: France (Paris, February 197hk).
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Table 6. Developed market economies: changes in hourly earnings
of workers in manufacturing, a/ 1971-197h

Percentage change from corresponding portion of preceding year

jountry 1971 1972 1973 197k 19Tk,
fourth guarter

wstralia 11.3 9.6 12.9 23,52/ 30.28/
wustria 11.1 12.1 11.2 12.6 7.5
lelgium 11.0 1.4 15.8 21.1 / 26.1 ¢/
‘anada 9.0 8.3 8.5 11. 82/ 7S =
Jenmark 1k,5 12.6 18.8 23.1- 19. 4%
*inland 15.0 13.9 16.8 21.9% 22.9 e/
‘rance 11.1 11.3 12.5 18.6 eo.h
jermany, Federal

Republic of 13.k 8.5 9.8 lQ.Gb/ 12.3 /
Jreece 9.0 9.2 16.0 ET.hgy 26.297
[reland 16.0 ih, T 19.6 19.2% 19.8%
[taly 13.5 10.4 2h. 3 23.2Y/ 20.2%/
Japan 13.9 15.6 23.6 26.5 22,7
Jetherlands 12.0 12.5 13.5 17. Sd/ 18.26/
Jew Zealand 27.1 7.8 10.7 10. 6b/ 9.8g/
Jorway i2.0 8.9 10.7 16.0= 20.Hm/
Spain k.0 18,4 16.3 3312/ 38. 6%
3weden 7.8 14.8 8.k ll.Ob/ 13.4 /
Switzerlend 10.0 8.2 9.2 10.1% 9, 9=
United Kingdom 12.5 13.8 12.8 i7.0 21.0
Jnited States

of America 6.0 6.6 7.1 8°3b/ 10'5c/
Yugoslavia 22.0 16.k 17.6 28.7~ 30.0~

Source: Centre for Development Planning, Projections and Policies of the
Jnited Nations Secretariat, based on Organisation for Eeonomic Co-operation and
Development, Main Fconomic Indicators (Paris), March 1975.

a/ Tneluding mining in the case of Austria, Denmark, Sveden and Yugoslavia;
including construction in the case of the Netherlands; firms employing 20 persons
sr more in the case of Canada:; male vorkers only in the case of Australia,
Netherlands, New Zealand and Norway; monthly earnings in the case of Japan and
Yugoslavia.

b/ January-September.
c/ Third quarter.
d/ Jenuary-June.

e/ Second quarter.
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Table LT.

Selected developing countries:

changes in consumer prices, 1972-197k

Percentage change

From preceding year In latest 12 months

a/

1972

1973

197u§/ Tota

1

Food

A

. b
Countries or areas—/

whose rate of infiation was 15 per cent or less in 19Th£/

1.

Experiencing less inflation in 1974 than

Liberia

Niger

Haiti

Hong Rong
Dominican Republic

-] L \o &

Experiencing a similar rate of inflation

0 19.
T 11.
2 22.
1 18.
9 15.

Central African Republic

Tunigia
Ethiopia

Experiencing a higher rate of

inflation in

e
2.
-6.

oo

2
b
8

6
T
.9

Congo
Togo

Sri Lanka
Réunion
Zambia

Upper Volta

Fiji

Irag

Southern Rhodesia
Iran

Venezuela

Chad

Gabon
Lebanon
Egypt
Mauritania

Honduras
Somalia
Moroceo
Afghanistan

1

WO WVINO N w1 =1 Oy W

o B e

.
o3 A\0 RO

0
3
3
T 1
6
9
1 1
2
9
4
0
9
7
9
1
2
-1
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in 19732/
6 2.1 11.6
7 3.4 .o
T 15.0 19.5
) 1k.6 5.9
1 13.2 10.5
in 1973 and 197&9/
5.0 10.7
k1 5.7
8.7 6.3

1974 than in 19?32/

5 5.6 1.3
0 12.5 23.0
6 12.3 10.7
7 1h.5 16.3
0 9.2 7.6
6 10.8 0.5
2 1L.5 16.9
9 8.3 6.6
1 6.6 T.0
8 13.6 1h,0
0 8.5 12,2
I 10.2 15.4
9 10.8 9.4
0 11.1 T.h
3 9.k 13.1
2 13.3 19.2
12.6 11.3
1k.3 20.5
1h.h 9.1
10.k 26.8

1k,
ik,

1l.

10.
-1.

i1.

29.
11.
18.

19.

17,
20.

21.
27.

1e.
2k,
10.

o0 OO0
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Table b7

{continued)

Percentage change

From preceding vear

In latest 12 monthséj

1972

1973

197143/

Total

TFoed

. b
Countries or areas—/

whose rate of inflation

was more than 15 per

cent in 1974

e/

1.

Experiencing less inflation in 1974 than in 1973
Argentina 58.5 60.3 2L,
Uruguay 76.5 97.0 T1.

Experiencing & similar rate of inflation

/

2
Hi

Lo,
63!

in 1973 and 197k

Bangladesh
Singapore
Syrian Arab Republic

Eyperiencing a higher rate of inflation in

28,

2
0

>
i
8

Ly, 8
23.0
20.0

b,
22.
19.

0
3
0

L8,
e6.
16.

1974 than in 1973

G b

E=gh Vs ]

Colombia

Guatemala

Guyana

Suripam

Netherlands Antilles

Peru

Trinidad and Tobago

United Republic of Cameroon
Malaysia

Jamaicsa

{fhana
Guadeloupe
Nepal
Kenya
Sudan

Jordan
Burundi
Panama
Il Balvador
Malawil

Indonesia

Feuador

Republic of Viet-Nam
Martinigue

Benegal

1k,
.

n
L WA~ O L

o B
O MU e

L COND Y
o O wn

j
oo w o, o o N

Gy ) ND PO

o e D R

O o O

2.
1k,
8.
13,
8.

N e = Co

9.
ik,
0.
10.

19.

11.

O Ut SO D OV D A

AN D W

31.
13.
bl

WO
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2l
16,
15,
19.
15,

16.
22,
17.
1T7.
27

20.
15.
20.
18.
26,

20.
15.
16.
16.
15.

b1,
23.
55.
18.
18.
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31.
27.
11.
11.
21,

16,
18.
20.
1ip.
24,

29.
19.
26,

=
Y

15.

12.
21,
16.
21.
i5.

3k,
21.
L,
20,
36,

WA Oy =3I\ OV Oy

[ R R AV IR Y W o O
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33.
55.

54,
30.
22.

38.
29.
17.

39.

18.
2l.
26.
15.
28.

35#
19.
18.
10.
16.
ob,
o1,

20,
10.

32.
28.
38.
20.
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Tahle W7 (continued)

Percentage change

From preceding year In latest 12 monthséj

1972 1973 197u%/ Total

Food

3, Experiencing a higher rate of inflation in 197h than in 1973 (continued)

Thailand k.o 31.7 23.3 17.5
India 6.3 16.9 28.8 25,4
Pakistan 13.1 10.5 22.8 25.9
Paraguay 9.1 12.8 25,2 22.1
Brazil 16.7 12.9 25.8 27.9
Nigeria 2.9 3.6 16.5 18.8
Zaire 15.5 16.0 20.5 33.3
Ivory Coast 0.3 10.8 16.7 17.0
Mauritius 5L 13.5 29.1 18.5
Mozambique 7.1 5.4 22.6 21.9
Mexico 6.4 16.5 34.3 27.1
Laos 25.2 30.7 ho. T 47.3
United Republiec of Tanzania  20.0 5.1 2h.7 52.5
Israel 12.9 19.9 39.8 56.2
Republic of Korea 11.7 3.2 2.3 28.0
Madagascar 5.7 3.7 2h.9 21.1
Barbados 11.8 16.7 39.1 36.6
Philippines 15.7 7.1 L1.0 43.0
Bolivia 6.5 31.5 T0.7 50.9
Uganda ~3.0 ol 66.7 54.3
Khmer Republic 25.5 157.9 28k.8 289.5
Chile 77.8  352.8  50k.7 375.9

2k,
30.
28.
18.
31.

2k,
29.
20.
25.
25.
57
67.

68.
32.

26.

ha.
30.

5T.
229.
92.

o R

O -] e OO

= N ol oW

= —3

Sources: Centre for Development Planning, Projections and Policies of the Unite

Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics,

International Monetary Fund, International Financial Statistics (Washington, D.C.),

and national sources.

a/ Preliminary.

b/ Countries are listed in ascending order of the degree of acceleration as

measured by the difference between the percentage increase in 1973 and the
percentage inerease in 19Tk,

g/ Based on a comparison of year-to-year changes in annual averages.
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Table k8.

Developing countries:

in money supply, &/ 197k

distribution of changes

Change in money

Countries b/ in which, in relation to the trend
during the preceding year, the trend registered

supply from Number of .
preceding year countries during 1974 represents
(percentage) Continuation Deceleration Acceleration Reversal
Increase of:
Less than 6.0 2 Kenya
Pakistan
6.0-9.9 T Melaysia Mauritania Trinidad
Paraguay and
Honduras Togabo
Zaubia
Algeria
10.0-1k.9 9 Lebanon Kuwait Madagascar
8ri Larka Sierra Afghanistan
Leone
Haiti
Thailand
India
15.0~19.9 7 ¥1 Salvador Nicaragua
Ethiopia
Mexico
Coste Rica
iger
Jamaica
20,0-29.9 19 Colonbia Rwanda Morocco Dahomey
Jordan Brazil Egypt
Burundi Upper Volta Philippines
Dominican Israel Tunisie
Republic Guatemala United
Nepal Republic
of
Tanzania
Mali
Republic of
Viet-Nam
Guyanae
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Table L8 {continued)

Change in money

supply from Number of

Countries y/ in which, in relation to the trend
during the preceding year, the trend registered
during 1974 represents

preceding year  countries

(percentage) Continuation

Deceleration

Aceleration

Reversal

Increase of:
30.0-39.9 11

40.0 and over 13

Total 68 K

Malawi

Gambisa
Argentina

27

United
Republic
of
Cameroon

Iran

Sudan

Ecuador

Peru

Iraq

Somalia

Ghana

Venezuela

Congo

Saudi Arabia

Bolivia
Gabon
Libyen Arab
Republic
Zaire
Syrian Arab
Republic
Senegal
Ivory Coast
Mauritius
Nigeria

31

Togo

Sources:

Centre for Development Planning, Projections and Policies of the

United Nations Secretariat, based on International Monetary Fund, International

Financial Statistics (Washlngton, 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.

b/ Countries are listed in ascending order of the degree of acceleration as
measured by the difference between the percentage increases in 1973 and 19Tk,
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Teble 49. Developing countries: sources of change in money
supply, 1973 and 19Tk

Percentage of countries b/ in which the order of
importance of the indicated factor in changing
Direction of change / the supply of money in

and causative factor—

1973 was 19Th was
Tirst Second Third First Second Third
Expansion
Foreign assets {net) 29 23 17 29 20 12
Claims on government
{net) 17 35 21 13 38 7
Claims on private
sector 54 3k 6 60 37 3
Contraction
Foreign assets (net) 30 1 - 35 i -
Claims on government
(net) 22 5 - k1 1 -
Claims on private
sector 3 3 - - - -

Sources: Centre for Development Planning, Projections and Polieies of the
United Nations Secretariast, based on Internastional Monetary Fund, International
Financial Statistics (Washington, D.C.}.

g/ Based on the consolidated aceounts of the monetary authorities and
deposit benks.

b/ For list of countries, see teble 48,
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Chapter IV

QUTLOOK

The prospects for the world economy in the 12 months immediately ahead are
meh more uncertain than usual. The sheer size of the nrice changes that took
lace in 1972-197k and of the imbalances that have emerged and the extraordinary
vexistunce of strong inflationary and recessionary symptoms have made the choice
f economic policy mix extremely difficult in most market economies. And even where
.ecisions have been made and specific measures enacted, the outcome is by mo means
ssured: cross-currents within countries and the impact of external events may
ave an even stronger influence on developments.

By the beginning of 1975 most developed market economies, confronted with
ncreasing unemployment, had adopted a reflationary stance, and most developing
ountries, with their terms of trade deteriorating, had begun to take defensive
ction. Bince costs were still rising, however, and business profits wvere being
queezed while consumers were still apprehensive both about future income and about
rice increases, the effectiveness of the monetary asnd fiscal action so far taken
emains in doubt. As the outcome of the first guarter of 1975 became known,
orecasts for the rest of the year tended, alwmost everywhere, to become more
autious. This in turn cast a shadow over many of the developing countries. Until
here is a strong recovery in demand in the developed market economies, the
rospects for developing country exports and in some cases, indeed, for the whole
svelopment vrocess, will remain bleak. Perhaps the two most positive elements in
1e 1975 outleok are the vigour with which economic development is proceeding in

22 oll-exporting countries and the reduction in the number of places in the grip
[ famine.

The centrally planned economies of Rastern Burope, entering the last year of
1eir current five-year plans, are aiming at a rate and pattern of growth not
reatly different from that achieved in the two previous years. As usual, their
:2yformence will depend to some exitent on whether the agricultural sector lives up
> the promise held out by a favouradle spring. Given their growing links with
wbside markets, the great changes in world price relationships will also infiuence
12 outeome, especially in countries that have passive trade balances and are net
worters of fuels and rav materials.

Developed market economies

Total output of the developed market economies will almost certainly be lower
¢ 1975 than in 1907k, This is virtually assured by the steep decline in production
¢ the United States of America where the gross national nroduct registered its
fth cousecutive guarterly reduction in the firet quarter of 1975: at an annual
te of 11.3 per cent this was the sharpest decline on record, and it brought real
@vut down te 7.7 per cent below the peak attained in the last guarter of 1973.

the Federal Republic of Germany total output in the first quarter of 1975 was
per cent below the corresponding 1974 figure. At this stage Italy was expecting

~1h7-



a decline of 3 per cent in gross national product between 19T7h and 1975, the TFederal
Republic of Germany and the United Kingdom foresaw no growth, and France and Japan
revigsed their forecasts downward to a growth rate of 3 per cent. According to an
estimate made by the Organisation for Economic Co-operation and Development in

May 1975, industrial production in the five largest countries is likely to be

10-20 per cent less in the first half of 1975 than in the second half of 19Th, and
for all 2l member countries a decline of 3 per cent in gross national product is
predicted. 1/

The three basic industries - steel, automobiles and textiles - all expect to
produce appreciably less in 1975 than in 1973 or 197k, In the United States, steel
production in the first five months of 1975 was running at 11 per cent below the
corresponding 197k level, and the prediction for the year as & vhole was for a
15-20 per cent reduction. In March steel production in the European Economic }
Community was expected to be & per cent (0 million tons) lower in 1975 than in 1
1974, consumption 2 million tons lower, exports L million tons lower and inventories |
dravn down by 3 million tons. On average, the industry was expected to work at ]
T5 per cent of capacity. In the first four months of 1975, however, production was
9 per cent below the corresponding 197k level and new orders were down 30 per cent.
By May 1975 guidelines for production curbs vere being discussed. Duropean i
automobile sales, which exceeded 9 million in 1973, are expected to be well below ‘
8 million in 1975 and an even sharper decline is forecast for the United States. ,
And the United States textile industry was enploying 367,000 fewer workers in z
Harch 1975 than a year earlier.

In the face of this widespread weakness in demand trade forecasis have also
become more pessimistic., In March 1975 the General Agreement on Tariffs and Trade
(GATT) saw a possible 3 per cent expansion in the volume of world trade bebween
1974 and 1975, but a decline if production continued to stagnate. By May, OECD
thought that the combined imports of member countries would be 10 per cent lower
in the first half of 1975 than in the second half of 197k - the steepest decline
since the Second World War. Largely because of the vigorous growth in demand in
the petrolewm-exporting countries, OECD exports are unlikely to decline as much
as imports. Estimates of the combined current account defieit of member countries
have consequently diminished and in May 1975 the vear's probable total was placed |
between $18 billion and $19 billion: 2/ smaller deficits were postulated for Franca |
and Italy, and a larger surplus for Japan, while the United States was thought
likely to swing into surplus before the end of the year. A 89 billion swrplus was
projected for the Federal Republic of Germany and a $7 hillion deficit for the

United Kingdom. 1

By early 1975 the decline in dewmand was beginning to result in a slackening
in the rate at which prices were rising. For the OECD countries as & group the
retail price index rose at an annual rate of just under 10 per cent in the first
four months of 1975, compared with about 15 per cent in 197h:  the rate had droppél}
to 6 per cent in the Federal Republic of Germany, 10 per cent in the Hethexrlands
and the United States, 14 per cent in Belgium, France and Japan, and over i

1/ Compared with an earlier forecast of a 2 per cent decline, followed by a
comparable recovery in the second hall of the year.

|

2/ Compared with a figure of $27 pillion-328 billion forecast eariier in the
year, and an actual figure of $33 billion-$3k billion for 197h, (
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20 per cent in Italy and the United Kingdom (s=2e table 52). Another manifestation
of the recession was a rapid inecrease in unemployment: in the five major indusbrial
countries the number of idle workers is expected to average 1b million in the firvst
half of 1975, double the figure for the second hal? of 19Th and representing about

5 per cent of the work force.

It was this rapid increase in unemployment that impelled most Governments
towards a more expansionary fiscal and monetary policy, less inhibited than in
19T7h by the continuing rise in prices end the axternal deficits.

In the United States the aim of federal tax rebates and reductions, amounting
to an estimated §$23 billion over the 1975/76 fiscal year, is to encouxage consumer
purchases of all kinds including, in particuler, housing and durable goods. How
rapidly an expansion can be effected is still far from certamn April brought a
significant improvement in the indices of "buying plans’ and "consumer confidence”
and a 10 per cent increase in orders for durable goods, but the first quarter had
seen a record $13 billion inTlow into savings and loans associations, and housing
starts -~ at an annual rate of under 1 million - were at the lowest level since the
Second World War. In April industry was operating at only two thirds of its
capacity - 16 per cent below the corresponding 19Tk figure. And the capital-
spending plans of major corporations had been further reduced: from a 1975 increase
of 12 per cent in money terms predicted in the autumn of 1974 to a 5 per cent
increase - which means a 5 per cent reduction in real terms - predicted in the
spring of 1975. Though there were Further smsll declines in residential
construction and fixed investment by business. the main component in the larse
first quarter reduction in gross nationzl procuct was inventory liquidation. This
was the first cut in real inventories since thz 1960/61 recession and it came at
the end of a steep two-year cliub in the ratic of inventories to final sales.
Further liquidation is expected but it will alwost certainly be smaller, especially
if there is an expansion in sales. In MHay, the Chairman of the Federal Reserve
Board advised Congress that targets had been et for the growth in money supply in
1975/76: in the case of the smellest money afgregate - current bank depositz and
currency - the rate was 5-7.5 per cent, compaied to an actual expansion of
L per cent in the preceding 12 months.

Illustrative of the cross-currents in the United States economy at this stage
iz the movement of the index of leading econorie indicators compiled by the
Department of Commerce. In March this index fell by 0.5 per cent, five of its
components pointing to a deterioration in the economy and four to an improvement. é/
In April it rose by a record 4.2 per cent. A new index - ineluding four of the
olé components and eight new ones, chosen to 1educe the distorting effects of
inflation ~ also showed a 4.2 per cent gain ir April after a 1 per cent rise in
March, 10 of the components pointing to on imrrovement in the economy. E/

3/ Signalling deterioration in the econory were consumer instalment deb:t , new
orders for durable goods, the ratio of price 1o unit labour cost, issue of building
permits and the length of the average work weck. The components moving favourably
were share prices, nev plant and eguipment orders, industrial material prices and
initial claims for unemplovment insurance.

E/ Average work week in manufacturing, ley-off rate in manufacturing, speed of
deliveries by manufacturers, change in total Jiquid assets, change in sensitive
prices, new orders for plant and equipment (v:ilued at constant prices), n=t
business formation, share prices, new orders ior consumer goods and materisls
(valued at constant prices) and building perm:ts for nev housing.
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Projections released by the Administration at the end of Hay suggested that
after stagnating in the second quarter, the United States economy would resume its
growth in the third quarter and reach an annual rate of expansion of aboub
7 per cent in the fourth gquarter. For 1975 as a whole the gross national product
was expected to be 3.6 per cent below the 197k level, but a 6.3 per cent gain was
projected for 1976. Unemployment was expecied to reach a peak in the third
quarter of 1975 at a little over 9 per cent. The rise in consumer prices, on the
other hand, was expecied to decelerate, averaging about 3 per cent above the 197k
level in 1975 (compared with a prediction of over 11 per cent made in February).

In the Federal Republic of Germany, where the gross national product in the
first quarter of 1975 was 3 per cent below the corresponding 197h figure, the
reduction reflected not only wealk domestic demand but a significant decline in
exports - the result of the recession in major trading partners and the completion
by the chemical and capital goods industries of a number of large orders from
fastern Huropean and petroleum-exporiing countries. In January, in the face of
mounting unemployment, an expansionary programme was adopted: money rates were
lowered, a tax reform was enacted that should raise the disposable income of those
in lower tax brackets, and a public expenditure programme was introduced that
should result in a 10~1l per cent increase in the combined 1975 outlays of the
Pederal Government, the L&Znder and the local authorities. In May interest rates
were again lowered and, as Trom the beginning of June, bank reserve requirements
were also reduced to ensure that the supply of credit did not act as a constraint
on the economy. Together with an increase in the disbursements of social security
institutions, these measures are expected to revive domestic demand as the year
progresses. This may in due course stimulate fixed investment: after two years
of virtual stagnation this declined sharply in 1974 and is not expected to recover
in 1975.

The continuing rise in unemployment also prompted reflationary measures in
France. The discount rate was lowered by 1 per cent on two occasions early in
1975 and credit restrictions were relaxed; the tax prepayment system introduced in
mid~1974 was ended; the minimum wage and various social benefits were raised; and
to stimulate the construction industry the subsidy to local authority housing was
increased and various government housing and public works projects brought forvard
in time. This cautious fiscal and monetary policy played a part in reducing the
rate of inflation steadily from 4.2 per cent in the first guarter of 197h to
2.7 per cent in the first guarter of 1975 and in turning around the trade balance
to surplus in the first quarter of the year. But the number of registered
unemployed increased steadily from 0.6 million in October 197k to over 0.8 million
in Mareh 1975.

In the United Kingdom the first gquarter of 1975 brought further deterioration
in both internal and external balance: the rate of price increase was the highest
among the industrial countries and a $7 billion current account deficit was expected
for 1975. In contrast to the fiscal measures adopted in 197k, the 1975/76 budget
aimed at a significant movement of resources from consumption - public as well as
privaete - to industrial investment. The strategy involves the forgoing of growth
in 1975 in order to strengthen the base from which exports can be expanded in 1976
when world trade is expected to recover its earlier buoyancy. Unemployment
continued to rise rapidly and in the six months ending in May 1975 the seasonally
adjusted number of unfilled vacancies - often regarded as a more gensitive
indicator of the state of the labour market - was almost halved.

~150-



In Italy the severely restrictive measures adopted in 1974 had greatly
improved the state of balance in the economy entering 1975. The annual rate of
increase in retail prices, which had reached to over 29 per cent in the third
quarter of 19Tk, had receded to about 12 per cent in the first guarter of 1975.

In the course of 19Tk the non-oil trade balance had been brought into surplus and
the over-all current account deficit for 1975 was projected at less than $b billion,
about half the 19Th figure. Investment had been sharply curtailed, however, and at
the beginning of 1975 industrial production was running at 14 per cent below the
corresponding 1974 level. With unemployment and short time spreadinsg, official
policy began to relax restraints on demand. Interest rates were lowered from the
extremely high rates {17 per cent and over) of 19Tk. The advance deposit scheme
that had been used to curtail imports in 1974k was ended, releasing some $2 billion
Tor gradual repayment. Credits were made available to two weak sectors -
construction and agriculture - as well as to a number of export industries. As a
result of stimulation of this nature the pace of economic activity is expected to
rise in the course of 1975 though, for the year as a whole, total production may be
2 per cent below the 1974 level - the first such decline since the 1950s.

In Japan, after a sharp decline in business activity in the first guarter of
1975 and spring vage settlements with gains averaging 12-14 per cent which, it
was thought, made little or no provision for any inerease in workers' real
purchasing power, policy began to swing towards reflation. The April trade returns
shoved exports running 11 per cent above the corresponding 1974 level and imports
12 per cent lower, and an Economic Planning Agency projection suggested that the
1975/T76 trade surplus might be double the eariier estimate of %5 billion. Public
works expenditure budgeted for the fiscal year beginning in April 1975 was
advanced - two thirds to be spent in the first half of the year - and plans were
formulated to stimulate housing construction. The over-all growth rate is expected
to pick up as the year advances, reaching 5 or 6 per cent towards the end of 1975.
This would be in line with longer-term plans which visualize a less heavily
industrialized investment pattern and a rate of growth around half the pre-197hk
average,

A projection made in April by the LINK international econometric forecasting
group, 5/ after taking into account policies implemented or anncunced up to that
time, indicates that the combined gross domestic product of the developed market
economies is likely to be 2.3 per cent lower in 1975 than in 1974. Given normal
harvests and no major change in economic policy, recovery is projected to get under
way in the second half of 1975 and the gross domestic product in 1976 should be
3.8 per cent above the 1975 level, The swings in industrial production would be
much sharper. While output in 1976 would have surpassed the 1973 pre~recession
level, it would involve less than full utilization of capacity and would be
associated with higher than pre-recession rates of unemployment.

Another feature emerging from the LINK projection is the slowness with which
infilationary forces seem likely to abate: +the rate of increase in the gross
domestic product deflator is expected to slow down only slightly in 1975 and to

5/ The LINK projeect is an international short-term forecasting system, linking
various national econometric models. It involves the collaboration of 11 countries
and 4 international organizations, with the Wharton School of Finance and Commerce
of the University of Pennsylvania acting as co-ordinating centre.
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vemain above the 1973 figure even in 1976, This is partly the result of a projected
acceleration in price increases in thz United Kingdom as compared with the average
for 19Th (see table 52), but it alsc ceflects the asymmetrical upward flexibility/
dovmward rigidity characteristic of much price and wage formation in contemporary
market economies. Lack of success in dealing with this by the restrictive use of
conventional monetary and fiscal inst-uments was one of the factors accentuating

the 1973-1975 recession, and the problem of assuring stable growth and equitable
distribution of output remains a central one for fubture ecconomic management.

The price increase will affect the unit value of exports from the developed
market economies. The LIBK projection suggests that the rate of increase in
average unit value is likely to receds to a range of around 8 to 10 per cent in the
19751977 period. The increase in the volume of developed market economy exports
is expected to recede from about 6 per cent in 1974 to around 2 per cent in 1975,
recovering to around the 197k rate in 1976 and exceeding it in 1977. Since the
unit vaiue of developed market economv imports is expected to rise somewhat less
than that of exports, a slight improvement in the terms of trade is projected for
the 1975-1977 pericd.

Develoaing countries

Except for those that have either large external reserves or assured export
income .- pre-eminently the petroleum ecxporters - the developing countries face a
difficuit period in the immediate fut.are. The decline in demand in the developed
market economies has weakened the maricet for their exports, and for many countries
both volume and price seem likely to e lower in 1975 than in 197k, At the same
time, inflation in the developed market economies is continuing to raise the unit
value of manufactured goods which constituted around 70 per cent of their imports.
The resultant deterioration in the tems of trade will tend to reduce the rescurces
at the disposal of the developing countries. An offset may come from increased
domestic production, particularly in vhe agricultural sector, or from a greater
inflow of grants, loans and investmen:, but neither of these is certain and
although prospects are not unfavourable, it is doubtful whether the gains Trom
these sources will be sufficient or safficiently widespread to prevent a decline
in the average rate of growth of the developing countries in 1975. Even though the
petroleum—exporting countries will probably achieve a much higher rate of growth
in the years immediately ahead, in view of the set-back in foreign trade in the
rest of the developing countries the attainment of the International Development
Strategv target average of 6 per cent a year during the second half of the 1970s
will depend very largely on a major lmprovement in agricultural production over
the 1.5 per cent annual average regisvered in the Tirst half.

In the first quarter of 1975 som:2 commodity prices were still above the
ievels of the fourth quarier of 197k .. those of arabica coffee, tea, beefl and
olive oil, for example, as well as cowton and jute. aluminium and nickel, and
manganese, chrome and iron ore. And some prices that were below that level were
still well above the level of a vear earlier - cocoa, sugar and sisal, for example.
The countries whose external outlook was gloomiest were those exporting commodities
the priczes of which had risen less than the prices of manufactured goods -
three fourths from 1970 to the end of 1974 - and were declining: among these
commodities were robusta coffee, edibie seeds and oils, wool, rubber and hides
and skins. The price of copper was %) per cent below the 19Th average and
10 per cent below the 1970 level but 1 fourth higher than before the 1973-197h

152




»oom.  Relative to 1970 levels, the prices of lead and zine had risen more than
those of manufactures in 197l but were also falling in early 1975. This was the
:ase with cereals also and, at a higher level, with linseed oil. Petroleum prices
12d risen between three and four times as much as those of manufacitures (see

rable 53).

Because of the weakness of demend in the developed market economies, most
orimary commodity prices seem likely to decline in the course of 1975, especially
in relation to the vnit value of manufactured goods whose costs are continuing to
rise in the industrial countries. Since commodities entered 1975 with such widely
lifferent price relationships, however, the impact of the expected decline will
liffer considerably from country to country. TFor the exports of developing
rountries, as distinct from the tobtal world market, the average price of non-ferrous
netals at the beginning of 1975 was nob much above the level on the eve of the
jecond United Nations Development Decade. The average price for their agricultural
‘aw materials wes about twice that level, that of food-stuffs well over twice, and
chat of petroleum ores about five times, so that the average for all primary
rommodity exports of the developing countries (not ineluding metals) was well over
shree times the 1970 level, having increased itwice as much as the average price of
nanufactures.

The effect on imports of the impending deterioration in the volume of exporis
in the terms of irade will also depend on the state of external assets and
liabilities and, like price relationships, this also differs from country o
rountry. The decline in the real burden of debt service which characterized much
»f the 1972-197L pericd will be reversed. This poses a potential threat to a
wmber of developing countries, especially to the dozen whose debt service ratio
relative to export earnings) is more than twice the average and to some of those
shat borrowed extensively on the private market in recent years. In 197h the
rocess of reserve accumulation that was a marked feature of the two previous years
rame to an end in most developing countries and 1975 is likely to see a widespread
iecline in reserves. In view of the large increase in the cost of imports, this
1111l impose a serious liguidity strain on a number of developing countries,

In the apmregate, however, foreign exchange reserves continued to increase in
he first two months of 1975 - by $2.5 billion in the petroleun-exporting countries
md $0.3 billion in the other developing countries, a decline in Africa and the
sestern hemisphere being more than offset by a rise in Asia. Part of this increase
reflects the continuing inflow of capital. Publicized credits from the
luro~currency market reached a total of $1.2 billion in the first quarter of 1975,
ot much below the $1.3 billion reported in the corresponding portion of 197k,

One sign of impending strain was a sharp increase in ihe number of countries
seeking accommodation from the International Monetary Fund: there were 18 in the
first gquarter of 1975, compared with 10 in the first quarter of 19Th and net
orrowing rose from $63 million to $311 million. And the period saw a number of
axchange rate devaluations in Latin America and South and Fast Asia as well as the
imposition of a number of import-reducing measures.

Export balances of petroleum~exporting countries are expected to continue %o
>uild up in 1975, though at a slower rate than in 1974, Developed market economy
lemand for petrolsum may rise somewhat in the second half of the year if recovery
rets under way. The volume of exports (and production) for the vear as a whole,
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however, is likely to be smaller than in 1974, and even though OPEC is considering
the question of raising prices in order to maintain the purchasing powver of
petroleum over manufactured imports, export earnings of the group for 1975 seem
unlikely to rise above 197h levels. Receipts from foreign investments, however,
will be substantially higher.

Saudi Arabia expects official revenue to amount to about $30 pillion in 1975,
more than half of which will be available for investment abroad. Domestic
expenditure is expected to continue to increase at about 20 per cent a year.
Despite a poor agricultural outloock, Iran is forecasting a 26 per cent increase in
national income for the ysar ending March 1976. Industrial prowth is expected to
approach 20 per cent. Though large food subsidies are planned, the consumer
price index is expected to rise by about 14 per cent. Iraq is also prepared for a
less-than-average agricultural output. With the ending of the Kurdish insurgency,
however, investment in industry and infrastructure is being accelerated and an
over-all growth rate of 15 per cent is forecast for the 1975/76 fiscal year.
Except in Oman, where disturbances in the western region continue to strain the
economy, the Gulf States also expect to spend more on infrastructure and
industrialization. Bahrain, for example, has a 1975 budget which is L5 per cent
greater than the high figure of 197L. An even larger expansion (Th per cent) has
been budgeted for in Indonesia where, as a result of the increase in oil revenues, |
only 10 per cent of public expenditure for 1975 is to come from external loans and
donations. With almost half of the budget going into investment, inflationary i
pressures are expected to remain strong, held in check - here as in other petroleumd
sxporting countries - by the increased abilitv to expand imports, In Venezuela,
where inflationary pressures have also increased, larger investment in domestic
industry is also expected to improve supplies. In Nigeria consumer demand has been
greatly increased by a virtual doubling of civil service enrolments early in 1975,
following a two-year freeze. This has created difficulties in the private sector,
including industrial unrest, and a considerable expansion in imports is expected.
In all the petroleum-exporting countries the goal is a rapid restructuring of the
economy to create productive capacity capable of substituting in due course for the
0il industry as deposits are depleted.

Elsevhere, prospects are mixed: the most critical factors are the composition
of exports, the role of the export sector in the economy and the performance of
agriculture. Some acceleration in growth is forecast in Argentina and Brazil on
the basis of improved results in agriculture and industry, but the external balance
is under strain. Argentina has to repay %3 billion of debt in 1975 and although
foreign exchange reserves were built up to a record $1.8 billion by mid-197h -
three times the 1970 level - a major devaluation of the peso was deemed necessary
in Mareh 1975. 1In Brazil official objectives for 1975 are the maintenance of an
adequate rate of growth, a reduction in the rate of inflation - for which a target
of under 25 per cent has been set - and a strengthening of the external balance,
preferably by expanding exports. In Chile and Mexico growth rates are expected to
decelerate. Chile, caught in the slide of copper prices in 1974 and facing a
prospective $1 billion current account deficit, devalued the escudo on three
occasions in the early months of 1975. Uruguay, faced with unfavourable prospects
for its wool earnings, also devalued, Ilsevhere there are expectations of greater
intra~trade within the Andean Group, which effected a further 10 per cent cut in
internal tariffs at the beginning of 1975, and within the Central American Common
Marlet where a renewal of economic relations between Kl Salvador and Honduras has
set the scene for further integration and industrialization.
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In Africa the most hopeful development is the improvement in agricultural
output in the western and Sahelian regions. Early in 1975 Ghana was reported to
have achieved self-sufficiency in rice and maize, and Sierra Leone to be harvesting
a record rice crop. A reduction in the need to import food should offset the
impact of lower prices for exports of vegetable oils, rubber and robusta coffee,
In Fast Africa the situation is less satisfactory: stocks were drawn down in the
wake of drought in 1974, and in the early months of 1975 weather conditions have
not been favourable in important parts of Ethiopia, Kenya, Somalia and the
United Republic of Tanzania. A number of countries are expecting a further
reduction in receipts from tourism in 1975, Though the year promises to be a
difficult one for the maintenance of external balance, not all couniries are
equally affected: the export earnings of the phosphate and bauxite producers
{such as Guinea and Morocco) as well as the petroleum producers (Algeria, Gabon
and Nigeria) should be sustained and some of the prices that are now receding have
been at extraordinarily high levels, as in the case of cocoa, sugar, sisal and
olive oil. Many of the African countries, moreover, are signatories of the
Lom& Convention which embodies & compensatory mechanism that comes into play if
earnings from exports to partner countries in the Furopean Economic Community drop
significantly below previous levels. Egypt expects a major boost to its foreign
exchange receipts from the reopening of the Suez Canal in June 1975: annual
earnings are postulated at about $450 million.

Several of the non-oil-exporting countries of West Asia expect to benefit
indirectly from the region's huge receipts from petroleum exports. The lowest
growth is predicted for Democratic Yemen and Yemen, with some improvement possible
after the mid-year opening of the Suez Canal. Tsrael is expecting a growth rate
of 5 per cent with heavy emphasis being placed on industries producing For export.
In Jordan and Lebanon a growth rate about double that is expected, while the
Syrian Arab Republic forecasts a growth rate of 1k per cent based on expanding oil
production and the extension of irrigation in the Euphrates basin as well as a
larger inflow of foreign funds for investment. A1l these countries visualize
further inflation, in part imported, though at a somewhat lower rate than in 1974k,

In South Asia some acceleration in growth 1s expected in Afghanistan, India
and Pakistan and a continuation of low growth in Bangladesh and Sri Lanka. The
improvement in Afghanistan is premised on an increase in the inflow of capital and
in the outflow of exports, particularly of gas, Pakistan expects an expansion in
industrial production in the second half of 1975 to underpin an 8 per cent advance
in gross nationazl product. This result is threatened, however, by a deeline in
the wheat crop following reduced planting in the dry weather of late 197L, This
means larger imports and an increase in the cost of subsidy. Tn order to protect
the budget, domestic prices of wheat (as well as sugar and edible oils) were
substantially raised in April 1975. The food problem remains a more serious one
in Bangladesh, though the April rice harvest, vhich provides a fourth of the year's
production, is reported to have been satisfactory: a buffer stock of 125,000 tons
has been acquired by the Govermment for stabilization purposes, Abeout 0.6 millicn
tons of wheat is being supplied by EEC in 1975, of which half will be in the form
of a gift. Higher farm prices for rice encouraged the use of land for rice rather
than jute, the 19TL4/1975 output of which - at less than 0.9 million tons - was
almost a fourth below the previous year's figure. Jute prices on the world market,
though rising in early 1975, were still lagging behind the prices of cereals and
manufactures. In May the taka was devalued by 58 per cent, setting the scene for
the raising of the official procurement price for jute in a move to stem the decline
in production. The economy remains extremely import-dependent, however: the
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1974/1975 development plan budgeted on obtaining three fourths of its outlays from
foreign sources, and the external deficit seems likely to widen further in the
course of the year.

Tn India the food situation has eased perceptibly. Spring grain crops are
estimated at 26 million tons, 15 per cent avove the 1974 level, and domestic
prices have begun to decline. The Government, which has again nationalized the
wholesale wheat trade, has retained the 197k procurement price, however, and has
set a target of 5.5 million tons for the public distribution system. It has also
increased its order for delivery from the United States 1975 wheat crop to
1.3 million tons, over and above a food aid shipment of 0.8 million tons of wheat
and rice. The agricultural improvement has not vet affected industry, the output
of which remained sluggish in the early part of the year. For the 1975/1976 fiscal ]
year, however, the Planning Commission has projected a T-8 per cent expansion in
industrial output and a L-5 per cent expansion in agricultural output, which would
mean a sharp acceleration in over-all growth compared with the 1-2 per cent
achieved in 19T4. Though tea prices, like those of jute goods, have been rising,
they continue to lag behind the prices of manufactures and petroleum and, with
unfavourable terms of trade and a heavy debt-service burden, the external deficit
remains & major problem. On a smaller scale, Sri Lanka is suffering from a
similar situation, exacerbated in early 1975 by declining prices for its exports
of rubber, copra and coconut oil and by drought in one of its main rice-growing
areas which is likely to increase its food import requirements.

Most of the countries of South and East Asia face larger external deficits in
1975, chiefly because of the falling off in demand for their exports, both primary
and manufactured, accentuated in the case of the former by a deeline in price from
the high levels reached in 1974, especially for sugar and tin. A further reduction !
in tourist receipts from the high levels of 1973 is also expected. And in Thailend,
where 19T4/1975 crops were lower, there will be less rice to export, and a
20 per cent reduction in proceeds - from the high 19Tk figure of $0.5 billion - is
expected. Most of the countries are taking compensatory zction to maintain
activity and employment. In Malaysia the 1975 budget embodies a one-fifth increase
in both current and cepital expenditures and a $M 0.6 billion deficit, and this
has been supplemented by an easing of the monetary restraints that were imposed in
1973/19Th to contain inflation. Singapore ended its curb on bank credit in January
and budgeted for a 60 per cent increase in capital outlays in the 1975/1976 fiscal
year. The Republic of Korea also eased credit curbs and accelerated public
spending and, in addition, devalued the won by one sixth. Hong Kong has budgeted
for a larger deficit than the modest one recorded in 19T7k. The results of these
expansionary measures are far from certain: bthe general expectation is an
scceleration in inflation while growth in gross domestie product decelerates owing
to weak foreign demand.

Though the food situation has improved in the areas of most serious
deprivation, the global position remains precarious. The end of the 1974 /1975
erop year will probably find stocks further reduced in the case of each of the
principal cereals - wheat, rice and coarse grains - and in both the net exporting
and net importing countries (other than China and the Soviet Union). While
population has increased by an eighth and demand by substantially more since 1970,
cereal stocks have been halved. As a proportion of total available supplies,
carry-over stocks have diminished steadily from about 26 per cent at the beginning
of the 1970s to a mere 11 per cent in 1975. This low ratio leaves the world
precariously dependent on current harvests. And particularly vulnerable are the
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net importing developing countries in which there is & considerable year-to-vyvear
fluctuation in staple food crops. 6/

Given the probability that growth rates in the developed market economies
will be rather modest in the period immediately ahead, it is important that
development strategies in the developing countries be premised on adequate and
mutually sustaining expansion of domestic agriculture and industry. The events
of 1973 and 1974 have made Decessary an early adjustment in the food and energy

sectors. There is some evidence in the pattern of investment intentions far 1975
that this process has begun.

Centrally planned economies

The national economic plans of the centraily plamed economies of Bastern
Burope and the USSR indicate their intention to meintain in 1975 approximately
the same rate of expansion in output as was attained during the previous two years.,
The target growth rates for net material product range from 6 to 15 per cent and
are in most countries below the actual 19Tk growth. Exceptions are Bulgaria,
Romania and the USSR, where better harvests than in the preceding year are counted
upon to produce some acceleration of the growth in total production. The year
1975 is the last of the present five-year plan period, and as a result of earlier
investment important new production capacity is expected to be completed in most
of the socialist countries and to begin adding to the output stream. In the
light of recent performance, the targets for national product appesay generally
attainable, given reasonable success in the investment completion rate and
favourable weather in the agricultural sphere,

Agricultural output and food production targets appear to have been set on
the growth trend of the recent past and generally involve faster growth of crop
production - at rather high rates in those countries in which crops suffered
set-backs in 1974 - than of livestock output. Since reserves probably had to be
drawn down in 1974, the state of the Tood—grain and feed-stuff balances in 1975
will depend heavily on climatic conditions,

The industrial expansion plans of the socialist countries for 1975 generally
stress the engineering and chemiecal industries, and in some countries of the
group above-average growth rates are also planned for metallurgy. A significant
indicator of = changing development poliiey, however, is that in several countries
the light and consumer goods industries, nornally the slowest expanding sectors,
have been set relatively high growth targets in 1975: in Poland, light industry
is expected to expand the volume of output sold by 13 per cent (as against an
11 per cent growth target for industry as a vhole), in the German Democratic
Bepublic by 8 per cent (versus 6 per cent for all industry), and in Romenia by
L4 per cent {almost equal to the 15 per cent target for all industry). Though in

6/ In May the International Wheat Councii forecast a 1975 world wheat crop
»f 370 million tons, 7 per cent above the 197k level. At that point the export
ommitiments of the five major exporting countries for 1975/1976 stood at
t1 million tons, well below the 16 million tons reported at the corresponding
sime in 197h. On this basis, the 1976 carry-over stocks of exporters, especially
‘he United States, might register their first increase since 1970,
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most of the other countries, and probably also in Romania, the outp?t of producer
goods is expected to grow faster than that of consumer goods, the divergence
between the expansien paths of production for these two markets continues to

narrow.

As in earlier years, but with inereased urgency, production plansg in the
trade-dercndent Eastern Furopean socialist countries stress the need to increase
output for export. While this emphasis reflects the general desire %o contain
trade imbeldances, especially with the convertible currency area - which have
grown in recent years of adjustiment to increased exchanges with the market
-conomies - the urgency derives from the deterioration of the terms of trade which
in 1973-1974 affected the countries that are net raw material importers and rely
for part of their supplies on the non-socialist world. In several countries
stringent new regulations on rav material usage and especially on energy and fuel
consumption complement these efforts.

The economic plans for 1975 appear to call in general for a slight enlargemen
in the share of accumulation in the distribution of national income. While the
growth rate of planned investment outlays is generally lower than that experienced
in 197k, in most countries it exceeds that of net material product. Although the
standard of living of the population is expected to continue to rise in 1975, the
planned growth indicators are almost all lower than those attained in 19Th4, the
Soviet Union being a notable exception. Housing construction will continue to ?
grow, but in some instances at a slower pace than in 1974, In several countries,
further redistributional measures are planned, such as increases in minimum wage
and salary scales, pensions, stipends and children's allowances.

A key issue faced by the Eastern European socialist countries in 1975 is how
to combine a dreamatically changed external balance with domestic economie
stability while implementing the annual production and distribution plan. It
should be noted that the published plans for 1975 were probably brought into
balance prior to the decision of the CMEA member countries to adjust foreign trade
prices in the intra-group market, a decision which is bound to worsen significantl
the terms of trade of the raw material importing countries of the group {all but
Poland and the USSR) and will probably put several of them into balance-of-payment
deficit with other socialist countries. The changed cost relationships in foreign
trade may call for some adjustments in the production and comsumption programmes
of several of the socialist countries even in 1975, although it appears that
arrangements have been made, especially with the Soviet Union, to bridge the
unexpected intra-group payments deficits by medium~term credits and other measures
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Table 52. Developed market economics: changes iu the retail
price index, 1974-1975

Percentage change over three months ending

March June September December Mureh
197k 1975
ishria . 3.5 2.0 0.9 2.6 2.5
dgium .+ - 0 . . . 3.7 4.4 L.l 2.6 2.9
mnada 2.8 3.6 2.3 3.0 1.8
mmark . 3.0 4.8 3.5 3.3 1.1
nland . 4.6 3.9 5.7 1.8 6.0
‘ance L.2 4.0 3.2 3.0 2.7
rmany , Federal
Republic of . 1.9 1.6 0.7 1.6 1.9
‘eece L.8 3.8 0.6 3.6 ~1.h
aly . . . 5.7 k.9 7.2 b7 2.9
pan . 8.7 3.5 L7 3.5 1.8
Xembourg 3.5 2.5 1.9 2.9 2.8
dta . 2.8 2.8 1.1 2.2 2.3
therlands . 3.2 2.1 2.7 2.5 2.6
rvay 3.8 1.1 2.9 2.9 L.3
rtugal 11.8 0.3 9.k -3.5 8.1
uth Africa 3.2 3.0 4.6 2.7 2.7
eden h.6 -0.1 2.1 4.5 1.2
itzerland . 0.5 1.7 3.0 2.2 1.3
ited Kingdom h.6 5.9 2.2 5.3 6.3
ited States of
America . .3 2.7 3.2 2.5 1.6
goslavia T 7.9 2.8 7.3 5.1
Develope@ market
economies,
average a/ . . . 3.9 3.1 3.2 2.9 2.2

Sources: Centre for Development Planning, Projections and Poliecies of the
ited Wations Secretariat, based on United Nations, Monthly Bulletin of Statistics,
¢ national sources.

2/ Weighted by the 1970 dollar value of private consumption.
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Table 53. Price indices of primary commodities in world trade,
197L-1975, first quarter
(2970 = 100)

]

197 1975,

Commodity First Second Third Fourth First

guarter quarter guarter quarter quarte

Wheat . S 301 310 337 307
Rice .+ + « . e e . . . PO2 201 262 2L9 233
Cereals . 302 268 279 29l 268
Coffee . . 135 1kt 122 123 127
TEA v v v » » o s 103 130 136 135 1k1
Cocosa . 204 292 276 267 238
Beverages . . - « + & o 1h2 161 146 1L5 ks
Beef e ... 220 233 222 222 231
Sugar . 315 399 518 784 5713
0il-seed cake and meal 202 1k8 175 206 182
Olive oil . < £ ) 289 316 309 317
COPEA « & « o o = = & o o « « 356 33k 278 227 153
Coconut oil . e e e s 289 312 279 195 13
Palm kernel oil . 357 362 303 237 159
Linseed oil . 508 568 587 624 139
Fats, oils and oil-seeds 260 248 257 250 206
Wool .. . . 250 232 196 169 164
Cotton . . . . 269 240 209 202 -
Jute . . . e . Q7 109 12, 1k8 158
Sisal . . . . . . « . . 493 512 513 533 .
Textile fibres . e e s 256 273l 217 194 185
Rubber . « « . . . 235 185 152 127 138
Hides and skins . 200 195 183 155 e
Manganese ore . . . e . 207 218 220 220 254
Chrome ore . . e e 11k 130 138 138 203
Iron ore . 152 143 1k6 1ht 164
Petroleum . . . 602 602 602 599 500
Crude fertilizer . 152 162 200 217 -
Aluminium . . . . . 105 118 131 140 1h2
Copper e e+ e . . 168 194 123 98 90
Lead e e e 4 . . 209 212 185 179 180
Wickel - 126 128 143 1L 157
Tin . - 204 251 236 164 203
Zi0C 4 4 e e e e e 395 443 315 27k 272
Unit value of menufactures 1h5 161 167 175 v

Sources:

Centre for Development Planning, Projections and Policies of the

United Netions Secretariat, based on data supplied by the Statistical Office of

the United Nations.
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