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FOREWORD

This report has been prepared in amplification of the World Feonomic
Survey, 1976, i/ vwhich was submitted to the Economic and Social Council at its
sixty-third session as a contribution to the general discussion of internaticnal
economic and social policy. The Survey rresented a synoptic view of the werid
economy, with emphasis on global aggregates. The present report looks behind
these aggregates and examines in greater detail the events and rolicies in major
regions and countries.

For convenience of discussion and statistical analysis, this supplementary
document is divided into three chapters, the first dealing with the developed
merket economieg, the second with the centrally planned econcmies and the third
with the developing countries. Tt has been prepared in the Centre for Development
Flanning, Projections and Policies of the Department of Economic and Social
Affairs of the United HNations Secretariat, drawing on data available to the
Secretariat in July 1977. In some cases such data represent revisions by
national authorities of earlier estimates and hence super sede those contained in
the World Economic Survey, 1976.

1/ United Hations publication, Sales Ho. BE.77.1I.0.1,
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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 availadble or are not separately

reported

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

A blank indicates that the item is not applicable

A minus sign (-) indicates a deficit or decrease, except as indicated

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

rounding.

The following apply throughout the text:

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., 1970/71

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

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

conmpound rates.

The following abbreviations have been used:

BIS
CHEA
EEC
IBEC
IBRD
I1B
IMF
IsiC
OECD
OPEC
SLR
SITC
VAT

Bank of International Settlements

Council for Mutual Economic Assistance

European Economic Community

International Bank for Economic Co-operation
International Bank for Reconstruction and Development
International Investment Bank

International Monetary Fund

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

S8pecial drawing rights

Standard International Trade Classification
Value-added tax



The designations employed and the presentation of 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 area or of its authorities, or concerning the delimitation
of its frontiers or boundaries.

The term “country" as used in the text of this report also refers, as
appropriate, t¢ territories or areas.
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Chapter T

RECENT TRENDS IN THE DEVELOPED MARKET ECONOMIES

The economic recovery that began in mid-1975 continued through 1976 and the first
half of 1977, though its pace was unsteady and its momentum uncertain. Because of the
high rates of unemployment and the generally low rates of capacity utilization, most
Governments were anxious to maintain and, where hecessary, stimulate the renewed
economic growth. In the event, however, expansionary policies were the exception:
the imbalances brought about by the changes in price relations that had taken place
since the breakdown of the Bretton Woods monetary system in 1971 tended to make
Governments reluctant to risk measures that might exacerbate domestic inflation or the
external deficit.

In some ways the 19761977 growth path was a satisfactory one: the strongest of
the developed market economies increased production earliest and fastest, and though
there were some sluggish periods, the year-to-year expansion was in line with previous
recovery phases. The gross product of Japan and the United States of America increased
by over 6 per cent and that of the developed market economies as a whole by over
> per cent. In the light of the experience of the 1972-1973 upswing and the bottle-
necks it generated, the absence of synchronization was not without advantage. There
was indeed some deceleration in the rate of increase in prices in almost all the
industrial countries. The Year-to-year rise in average retail prices dropped from
11 per cent in 1975 to 8 per cent in 1976. Though the expansion in demand increased
imports, there was some offsetting increase in exports as the smaller and more trade~
dependent countries, including most developing countries, began to enlarge their
purchases too. International trade resumed its vigorous growth, and the payments
imbalances, while substantially greaster than in 1975, were again effectively financed,
though not without further readjustment in exchange rates,

Despite these achievements, however, some of the underlying problems and the
associated policy dilemmas remasined unresolved. Though, by dint of & dramatic
improvement in the world food situation and the application of income-restraining
arrangements in several industrial countries, inflation was moderated somewhat , the
rate at which prices were rising continued to be unacceptably high. And even though
this was recognized to be mainly the result of rigsing costs rather than of excessive
demand, it exercised an inhibiting effect on official action designed to meet the
second of the persistent problems - namely, the high level of unemployment., In most
of the developed market economies the rate of growth in production achieved in 1976
was insufficient to accommodate the increase in the labour force. Thus little or no
progress was made in reducing the high levels of unemployment inherited from the
recession. At the beginning of 1977 the number of unemployed in the developed market
economies exceeded 15 million, over 5 ver cent of the labour force.

While in most countries the financial costs of this unemployment to the workers
concerned was largely mitigated through the social security system, the social cost -
both to individuals in terms of alienation and loss of status and to the economy in
terms of lost production and resource misallocation - has become a matter of increasing
concern. High unemployment rates have also complicated the task of liberalizing and

L



erpanding world trade, to which the international community had rededicated itself

ot the launching of the Tokyo Round of multilateral negotiations in 1973. 1In defence
~f local employment many Governments adopted ad hoc protective measures in 1976,
especially in the case of industries that wvere vulnerable because of high overhead
costs or labour intensity.

With the recovery in demand, imports did in fact increase strongly: the volume
wes up by almost 14 per cent and the value by somewhat more. Total developed market
economy exports rose by about 11 per cent, so that there was a sharp swing back into
defieit both in respect of merchandise trade and on goods and services account.
within this over-all framework there was a sharp contrast between the few countries
that remained in external surplus - the Federal Republic of Germany, Japan,
Switzerland and the Benelux group - and the rest of the developed market economies,
whose combined current account deteriorated by about $32 billion between 1975 and
1976. This external imbalance reinforced the reluctance of these countries to take
steps to accelerate their domestic growth. They would have preferred the stimulus to
come from foreign demand, but as the surplus countries remained concerned about their
public sector deficit and their own internal balance, 1977 found the developed market
cconomies increasingly anxious to put more of their resources to work but still
sncertain as to how this could be done with least risk to the efforts they were making
to restore economic stebility.

The recovery in production

The recovery in production that began in the second quarter of 1975 continued
throughout 1976 and into 1977. All but two of the developed market economies
registered a gain in output in 1976. This was largest (5.3 per cent) in the case of
the major industrial countries, where the upturn in demand occurred earliest. The
gein was much less (3.0 per cent) among the smaller industrial countries, which are
generally more dependent on foreign trade. And it was of the same order
(3.3 per cent) among the primary exporting groups, where the cycle - both downswing
and upswing - was 6-12 months behind that of the leading economies.

Among the productive sectors, the fluctuations were most marked in industry,
vhose output, after a marginal decline in 197k, dropped by over 8 per cent in 1975
and then rebounded by 9 per cent in 1976. These violent swings reflect the
contraction and subsequent expansion of industrial activity in the major countries.
The smaller developed market economies generally maintained their industrisl growth
in 19Tk and experienced a much milder decline in 1975 (about 6 per cent in the
sgeregate) and recovery in 1976 (about 5 per cent ).

On the whole, sgriculture acted as a stabilizer during this period. During the
197h-1975 industrial recession, sgricultural production in the developed market
economies increased at about 2.5 per cent a year - fractionally above the decade
average. Only in Western Europe did a reduction in agricultural output exacerbate
the sleckening in industry in 1975. In 1976, with industrial production rising, the
expansion in agricultural output was appreciably below the decade average and in
Western Furope it declined again, though only marginally.

The course of recovery in the major industrial countries

Though the seven major industrial countries - which account for seven eighths of
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the combined output of the developed market economies ~ led the economic recovery in
1975-197T7, Jjust as they had led the 197h-1975 downswing, the degree of
synchronization asmong them was significantly less than in the previous (1972-1973)
upswing. The turn-around occurred in the second quarter of 1975 in Canada, Japan
and the United States of America. In the Federal Republic of Germany, production
stopped declining in the second quarter and began to rise again in the third. In
France, Ttaly and the United Kingdom, it was not until the fourth quarter that there
was a decisive upturn (see table 1).

The recovery continued through 1976 and on into 1977, even though in the United
Kingdom the growth in the first quarter of 1976 was lost in the second and in Japan
and North America there was a marked deceleration as the year progressed. Although
in the Federal Republic of Germany and the United Kingdom the most rapid expansion
took place in the last quarter of the Year, for the group as a whole the growth rate
peaked in the first quarter at the annuel equivalent of nearly 10 per cent. This was
clearly unsustainable once inventories had been rebuilt and for the rest of the year
the rate of increase dropped to below 4 per cent a year.

This modest rate of growth wes in line with the general desire to reduce the
rate of price inflation, but since most of the countries in the group were also
confronted by a rising level of unemployment, there was mounting pressure to provide
some economic stimulus to increase job opportunities. Notwithstanding the upswing
in production, industrial employment showed little advance in 1976. Only in Canada,
Ttaly and the United States of America was there even a partial recovery; 1/ in France
employment continued its slow decline and in the Federal Republic of Germany, Japan
and the United Kingdom it dropped to about 10 per cent below the 1970 level (zee
table 2).

In the aggregate, production in the major industrial countries increased by
2.5 per cent in 1976: Japan and the United States of America achieved growth rates
of over 6 per cent, the Federal Republic of Germany and ITtaly were at the group
average, Canada and France at rather less than 5> per cent, and the United Kingdom
trailed, with an increase that failed to make good the 1.3 per cent decline suffered
in 1975 (see table 3).

In most countries in the group, demand was sustained in 1976 by a revival of
private consumption: partly as & result of expansionary measures adopted in 1975
this increased faster than in 197k or 1975 in all countries except Japan, where
consumption had rebounded in 1975; in Canada and Italy it wes the most dynamic
component of demand and in the Federal Republic of Germany, Italy and the United
States of America the 1976 increase was above the decade aversge. In the United
Kingdom, however, under the influence of wage restraint, private consumption, after
having declined in 19Tk and 1975, remained virtually static in 1976 (see table 4).

With most Governments reluctant to risk any accentuation of price inflation or
of an external deficit through the use of fiscal stimuli, especially after the

1/ Between December 1975 and December 1976, the number of non-farm wage and
salary earners in the United States increased from 78 to 80 million, and by May 1977
it was approaching 82 million. The most recent gains were concentrated in production
of durable goods, construction, retail trade and services.



vigorous growth in the first quarter of 1976, public consumption tended to lag: in
most countries it rose by less than 3 per cent above the 1975 level. Except in
France and Italy it increased less in 1976 than in 1975, and France and the United
States of America were the only ones among the major industrial economies in which
+he increase in 1976 was above the average for the decade.

In all the major countries, demand was boosted by the revuilding of inventories
that had been run down during the 19Th-1975 recession. 2/ In France and Italy
restocking accounted for over 2 per cent of the gross domestic product in 1976, and
in the Federal Republic of Germany and the United States of America, for only slightly
less. This demand was concentrated in the early months of the recovery, most notably
in the first quarter of 1976, and its falling away as inventory/sales ratios regained
more normal proportions was largely responsible for the slackening in growth later in
the year.

In the recovery phase of earlier cycles the diminishing impulse from restocking
has generally been made good by the expansion in fixed investment. In the 1975-197T
upswing, however, investment in plant and machinery has shown few signs of buoyancy. i
This reflects the steepness of the 1974-1975 decline in demand, which left an unusually |
high proportion of industrial capacity under-utilized. 3/ It also reflects an i
unusually high degree of uncertainty among the decision-makers in business regarding
the future course of prices and wages and the policies of government, not only in
respect of fiscal matters in the face of high rates of inflstion and unemployment but
also in respect of controls designed to protect workers and consumers and the
environment at large.

Among the major countries the only one in which fixed investment increased faster
than total production was the United States of America. This expansion followed two
years of steep decline, however, and it left the ratio of fixed capital formation to
gross domestic product 2 percentage points below the pre-recession (1972-1973) level
of 15.5 per cent. Moreover, much of the recovery in 1976 reflects a notable turn-
around in residential construction rather than any marked increase in business
outlays on plant and equipment. After falling for three successive years, the number
of housing starts rose by almost a third in 1976 to reach over 1.5 million, still
about & third short of the 1972 record. In real terms, outlays on residential
construction increased by about 23 per cent between 1975 and 1976, while other forms
of fixed investment increased by less than 4 per cent.

2/ In Japan 1975 brought a sharp deceleration to inventory accumulation rather
than an absolute reduction, while in the United Kingdom, by contrast, the reduction
in inventories that occurred in 1975 was continued into 1976, though at a greatly

diminished rate.

3/ In the United States of Americs, for example, at the beginning of 1977, after
two years of recovery, the over-all level of capacity utilization in manufacturing
stood at 81 per cent, which is more or less the average for the post-war periocd and
nearly T percentage points below the 1973 peak. of 16 branches of industry, only the
food producers were operating st or above previous peak rates, and 12 others were
5 percentage points or more below the 1973 figure. According to the Federal Reserve
Bulletin the utilization rate in the first quarter of 1977 averaged 76 per cent in

the case of durable goods and 85 per cent in the case of non-durable goods.
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Residential construction also made a partial recovery in Canads, and in Japan
and the United Kingdom the expansion that began in 1975, continued into 1976, though
in all cases the amount of building undertaken in 1976 was well below pre-recession
levels. In France, the Federal Republic of Germany and Italy residential
construction declined in 1976 (see table 5).

Despite the increase in housebuilding in 1976, the expansion in fixed
investment was very modest in Canada (2.5 per cent) and Japan (4.8 per cent), while
in the United Kingdom there was actually a 4.3 per cent reduction. Tn the Federal
Republic of Germany, despite the decline in the volume of dwellings completed, fixed
investment was the leading source of expansion - though the 1976 gain was only
4.4 per cent.

The change in the external sector was a significant component of growth only in
Japan, where the increase in the surplus between 1975 and 1976 amounted to
1.7 per cent of the gross domestic product. It was also a positive influence - though
on a much smaller scale - in the United Kingdom. In France the goods and services
account swung into deficit, and in Canada there was an incresse in the passive
balance, adding to foreign rather than domestic demand. In the United States a major
swing in the balance of trade -~ from a surplus of $9 billion to & deficit of like
amount (imports valued f.o.b.) - also provided some stimulus to partner countries,
though most of it was indirect, through the countries exporting petroleum, which weas
the main item in the upsurge in United States imports in 1976.

Production in the smaller industrial countries

The pattern and rate of recovery in the major industrial economies were not such
as to provide the means for a strong export-led expansion in the smaller industrial
countries. Only in Finland and Luxembourg, and to a much less extent in the
Netherlands and Sweden, was the change in the foreign balance between 1975 and 1976
a source of increase in demand. Belgium snd Switzerland sew their surpluses reduced,
end Austria, Denmark and Norway their deficits increased.

Public consumption tends to play a more important role in economic growth in
these smaller countries than in the major countries, and in 1976 it was the leading
source of expansion in Belgium, the Netherlands and Switzerland and the main domestic
source in Finland, where under the influence of policies designed to ameliorate the
acute internal and external imbalances, both capital formation and private consumption
declined. Private consumption led only in Sweden; it declined not only in Finland but
also in Switzerland - for the third successive year - while in Austria, Belgium,
Luxembourg and the Netherlands, it increased at well below the average rate of growth
for the decade. Only in Denmark and Norway, where private consumption had continued
to increase strongly even in 1975, did it expend vigorously (around 6 per cent) in
1976 {see table L},

In contrast to the mejor economies in which the recovery brought a turn-around in
fixed investment, most of the smaller industrial countries saw a further decline in
investment in 1976. The most notable exception was Norway where the opening up of the
Forth Sea oilfields has involved & continuous expansion in fixed capital formation in
the 1970s. Austria and Denmark were also exceptions in 1976: here, lergely under the
influence of the recovery in the Federal Republic of Germany, fixed investment regained
more or less all the ground lost in 1975. In these two countries there wag also a
rapid rebuilding of inventories. The inventory cycle was also reversed in Belgium,
the Netherlands and Switzerland. In Finland, Luxembourg, Norway and Sweden, on the
other hand, 1976 saw @ marked deceleration in inventory accumulation.
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In Denmark, & significent contribution to the rise in fixed investment came from
residential construction: the number of dwellings, vhich had declined steeply in :
197k and 1975, recovered strongly in 1976, though in terms of floor space, only to ]
the level of the early years of the decade. In Belgium the decline in fixed
investment took place in the face of a further expansion in housebuilding. In Norway,
residential consiruction continued in 1976 at the rate that has been maintained, with i
only minor fluctuations, since 1972. Elsevhere 1976 brought a sharp reduction in '
housebuilding, for the third successive year in the Netherlands end Switzerland and
for the sixth year in Sweden.

While the recovery in industrial production began in the second quarter of 1975
in Japan and the United States of America, it was not until the last gquarter of the
year that there was a turn-around in the smaller countries. Thus, in the aggregate,
the year-to-year growth in production in the latter was not much more than half of
that achieved by the major industrial countries. Only in Norway did total production
increase by over 5 per cent in 1976; in Austrias and Denmark the increase fell short
of 5 per cent; in Belgium and the Netherlands it was just under U per cent, and in
the rest of the group under 3 per cent. OSwitzerland, indeed, registered a second
reduction. These changes in industrisl production were reflected in employment:
only in Norwsy was there an expansion in 1975 and 1976; in Denmark manufacturing
employment increased marginally in 1976 but only to a Fifth below the 1970 level;
elsevhere employment declined further in 1976 (see table 2). ;

Production in the primary exporting countries

More dependent on their export performance than the industrial countries, the
primary producing countries also tended to lag behind in the 1975-1976 recovery. The
combined output of the group increased by less than 3 per cent in 1976. Since growth
had remained positive in the 1974-1975 recession, however, and had been relatively
vigorous during the preceding commodity boom, the average for the decade
(4.5 per cent) was well above that achieved by the industrial countries (around
3 per cent).

A sharp reduction in the external deficit - stemming from rising exports and
diminishing imports - was actually the main source of increase in demand in Iceland.
It was also & major factor in South Afrieca. Here, however, as well as in Australia
and Spain, the leading stimulus came from a further expansion in public consumption.
Fixed investment was reduced in 1976 in all these countries, but it was the principal
source of growth in Ireland, notwithstanding a deep cut in residential construction
after a rapid rise between 1970 and 1975.

There was some recovery in housebuilding in Australis, though the number of
dwellings completed in 1976 was well below the 1972.1974 average. The housing
recovery also continued in Greece, though here too the 1976 output was far below the
1973 peak. In Yugoslavia, the only other member of the group to register an increase
in 1976, the rise was in line with an upward trend that began in 1972. In New
7ealand and South Africa residential construction declined for the second succesgive
year, and in Spain it dropped to the lowest level of the decade.

In contrast to the situation in most of the industrial countries, inventory

movements provided little or no stimulus to demand in 1976. In Ireland, there was
an upswing in imports that greatly reduced the rundown in stocks that had been taking
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place in 1975. The turn-around in imports may also have added to stocks in Cyprus.
Elsevhere stocks were drawn down in 1976, as in Australia and South Africa, or else
increased more slowly than before, as in Iceland.

On the whole, private consumption increased only moderately in 1976 - more than
in 1975 in most cases but at less than the average rate for the decade. This
reflects in part the rapid rise in consumer prices in this period - for the group the
average increase was 17 per cent in 1974 and 1975 and 16 per cent in 1976 ~ which
tended to restrain the volume of purchases both directly and indirectly as a result
of the anti-inflationary measures videly adopted in the primary exporting countries.

In most of these countries, total output tends to be affected by the out-turn of
agriculture to a much greater extent than in the case of the industrisl countries.
Thus in 1976 a mejor increase in agricultural production in Turkey {11 per cent in
gross terms) contributed to an 8 per cent expansion in gross domestic product - the
largest gain among the developed market economies. To & less extent, favourable
agricultural results also contributed to over-all growth in Greece (6 per cent) and
Yugoslavia (h per cent). By the same token, poor crops in Scuth Africa and Spain
helped to hold down the increase in total production to 2 per cent or less. In New
Zealand, on the other hand, agricultural output expanded vigorously but total
production was reduced in 1976, as it had been in 1975, by stringent disinflationary
policies designed to bring the economy back into equilibrium after the severe
disruptions of 1973 and 197k, 1In Australia, Ireland and Portugal, by contrast, a
recovery in industry more than offset the impact of a poor agricultural out-turn in
1976, though only at the expense of an accentuastion of the external imbalance.

The recovery in industrial production

Though the recovery in industrial production that began in the spring of 1975
continued, with occasional hesitancy, through 1976 and into 1977, in about half the
developed market economies output in 1976 as a whole did not regain the 1973 level.
The largest increase between 1975 and 1976 - nearly 14 per cent - was registered by
Japan, but this left industrial production still short of the 1973 level. Increases
of around 12 per cent in 1976 brought production in Denmark back to the 1973 level
and in Italy to a new high. Increases of arocund 10 per cent failed to restore the
1974 rate of production in Belgium, but returned France and the United States of
America to the 197k level and raised Greece and Ireland to new peaks (see table 6).

At the other end of the scale the 1975-1976 recovery in industrial production
in Australia, Canada and Spain was limited to about > pver cent, which left activity
below the 19Tk level. 1In Finland, Switzerland and the United Kingdom the increase
was a mere 1 per cent and it too was less than the 1975 decline, while in Sweden
there was a further reduction in industrial output. Somewhat faster recovery in
Austria, the Federal Republic of Germany and Luxembourg - a 68 per cent increase
over 1975 - failed to make good the loss of production in the recession.

In the aggregate, industrial production in the major industrial countries rose
Uy almost 10 per cent between 1975 and 1976. The rate of increase decelerated after
the second quarter, dropping to 8 per cent by the fourth guarter and 6 per cent in
the first quarter of 1977, but it was sufficiently vigorous to carry the level of
industrial output to a new high.



-

Tn the smaller industrial countries, the cycle was later and shallower:
industrial output continued to expand in 1974, dipped by an average 6 per cent in
1975 and recovered at a generally accelerating rate in 1976, at least until the
final quarter when it overtook the previous peak, running at about U4 per cent
above the corresponding 1975 figure.

Mining production in the developed market economies, which had declined in ‘
1974 as well as 1975, began to recover in 1976. In Vorth America, where the !
recovery started earlier, the 1973 level was surpassed; in Western Europe, however,
where the 1974-1975 decline was steeper, the gains were recorded meinly in the
second half of 1976 and output for the year as a whole was below the 1973 level.
The most vigorous recovery was in the developed market economies of the southern
hemisphere (see table 7).

The recovery in manufacturing followed a similar pattern, though in North
America, in contrast to the recovery in mining, the rate of increase decelerated as
1976 advanced, This deceleration was most marked in the light industries, notably
textiles, in which production was actually bvelow the corresponding 1975 level by
the last gquarter of 1976. After the second quarter, production of heavy industry i
in North America also decelerated, though the expansion for the year as a a whole ]
was sufficient to make good the sharp cut in 1975 (see table 8). The chemical :
industry contracted least in the recession and expanded most in 1976, though there !
was also vigorous growth in the output of metal products, including motor cars, the
production of which, after two years of decline, regained the 1971 level.

Reflecting the continued weakness in fixed capital investment, the lagging branch
was the basic metals industry, in which output had dropped by almost a fourth
hetween 1973 and 1975. Despite an upsurge in the middle of the year, less than half
of the lost ground was recovered in 1976. Steel production fell by a fifth in 197
and in 1976 was still one eighth below the 1973 level,

In Western Europe light industry just sbout regained its 1973 output, though
this wes not true of the textile branch, the growth of which, as in North America,
decelerated markedly as 1976 advanced, In contrast to North America, however, the
output of heavy industry failed to regain the 197Lh level., The chemical branch came
closest to doing go. The metal products branch, with a much milder cycle, also made
up most of the ground lost in 1975, partly as a result of a fairly widespread
recovery in the motor vehicle industry (see table 9), though only France, Spain and
Yugoslavia set nev records for passenger car production. As in North America,
there was a serious lag in the basic metals industry in Western Europe. Only in
some of the smaller countries (Austria, Denmark and Turkey) did steel production
rise above the pre-recession level; the larger countries saw only a partial
recovery, while in some of the intermediate countries {Luxembourg, Norway, Spain,
Sweden and Yugoslavia) there was a further contraction in 1976.

In Japan, too, there was only a partial recovery in the steel industry: 1976
production was about 5 per cent above the 1975 level but still 11 per cent below
that of 1973. In the case of passenger cars, on the other hand, production made an
early recovery, regaining the 1973 level in 1975 and movipng ahead -~ largely on the
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basis of export seles 4/ - with a further 10 per cent increase in 1976. Part of the
diffieulty in the steel industry stermed from the collapse in the international
demand for ships, which hit Japan, by far the largest producer, with particular
severity. After levelling off in 1975 the tonnage launched by Japanese shipyards
fell by 18 per cent in 1976, and at the end of the year the volume under
construction was down by a third.

Retrenchment in the shipvards was general in 1976, Among the developed
market economies only Finland, the United Kingdom and the United States of America
launched a greater tonnage than in 1975, 5/ and apart from these countries only
Belgium and Spain increased the volume under comstruction in the course of 1976,
though in all cases without replacement of order books (see table 10). With the
tapering off of the upsurge in shipbuilding, 6/ most countries found themselves with
excess capacity and with no early prospects for its full utilization, and 1976 saw
& number of nationzlization schemes at the country level and a series of
international conferences to prevent destructive competition in prices or credit
terms,

One of the subjects of these conferences was the limitation of Japan's share
of new orders, which had reached about 80 per cent of the developed market economy
total in 1976. Agreements reached in February 1977 provided for the raising of
Japanese prices by 5 per cent and withdrawal from particularly hard-pressed Western
European markets - the Federal Republic of Germany, in the first instance - with a
view to reducing the Japanese share of new construction to about 50 per cent. In
the meantime several countries had gone ashead with arrangements to cope with the
excess capacity - the closing of marginal yards, the sharing and subsidization of
new orders placed in national yards by shipowners, and the subsidization of
shipbuilders. The United Kingdom is nationalizing its shipyards and the United
States of America is contemplating the reservation of a certain proportion -
perhaps 10 per cent - of all petroleum imports to domestically built tankers.

Comparable efforts were made to deal with the excess capacity that had emerged
in the steel industry. In the wake of threats to impose countervailing duties
against alleged dumping, the European Eeconomic Community (EEC) persuaded Japan to
institute voluntary sales quotas for various products. In the event, Japanese

L/ Over 10 per cent of Japanese car production was shipped to Western Europe
in 1976, for example. This was a fourth more than in 1975 and it amounted to over
6 per cent of total supply, up from 5.5 per cent in 1975 and L.3 per cent in 197L,
The buoyancy in international trade in motor vehicles is reflected in the expansion
of imports into Canada by 18 per cent in value, the Federal Republic of Germany by
25 per cent, the United Kingdom and United States ~f America by 28 per cent and
France by 53 per cent,

2/ On a much smaller scale, Portugal alsc increased its launchings, not only
in 1976 but also in 1974 and 1975.

é/ Between 1967 and 1973 there was a doubling in the annual tonnage of merchant
ships launched (from 16 to 32 million GRT outside of the Soviet Union and Chira) and
a tripling of tamker launchings (from 5 to 17 million GRT). The outpit of tankers
thus rose from 8 per cent of the existing fleet in 1967 to 15 rer cent in 1973.
When, under the impact ef higher petroleum prices and efforts to conserve energy and
develop indigenous sources, petrolewm traffic ceased to grow in 1974 ang 1975, a
large surplus tonnage emerged.



exports of steel declined marginally from 1.6 million toms in 1975 to 1.5 million
tons in 1976, but exports to the rest of Western Furope rose sharply from

o 4 million tons to 3.6 million tons. This alarmed steel producers in the United
States of America, who were anxious to prevent an inflow of diverted Japanese
exports: in mid-1976 the Government concluded an agreement with Japan regarding
the level of imports that would be considered non-disruptive in the period 1977~
1979. The United States also set quotas for imports of certain a"luy steels,
mainly from Eurcpe. Japanese exports of steel to the United States increased by
almost a third between 1975 and 1976, to about 8 million tons. In the aggregate,
jmports provided about 1k per cent of United States steel supplies in 1976; by the
fourth guarter, however, the proportion had risen to 20 per cent,

Attempts at shedding marginal high-cost capacity were complicated by the
potential impact on employment, especially in the older inland plants, which were in
many cases important sources of jobs in depressed areas. The situation was also
complicated by the capital intensity of the industry and the resultant need to
operate at near-optimum capacity, especially in those plants - common in Japan -
built recently and on borrowed moneys and hence finapcially viable only when in
reasonably full production.

In the second half of 1976, however, the number of steel workers on short-time
in EEC rose from 11,000 to 66,000 - 8 per cent of the labour force - and capacity
wbiiization was down to about 60 per cent. In these circumstances the Commission
arranged for a voluntary curtailment of production in the first gquarter of 1977 -
to about a fifth below the corresponding 1976 Tigure. In May 1977 the United
atates of America, concerned about a further rise in the share of imporis in total
supply, asked the Organisation for Economic Co-operation and Development (OBCD) to
set up a special study group to examine and report on world trade in steel.

The sharp deceleration in the textile industry which, as indicated above,
brought producticn in the final quarter of 1976 almost back to the corresponding
1975 level, was particularly awkward from the point of view of employment, and it
had serious implications for trade policy. Tn most countries there were plant
closings and cutbacks in manpower, particularly among part-time workers., DBetween
1975 and 1976 imports of textiles and clothing increased by about 9 per cent in the
United Kingdom (to $2.8 billion), by an eighth in the Federal Republilic of Germany
(to $7.7 billion), by a fifth in France (to $3.3 biilion), by a third in Canada (to
$7.7 billion) and by nearly 40 per cent in the United States of America {to
$5.3 billion). T/ The continued growth of imports against a background of rising
unemployment greatly complicated the negotiations for the renewal of the three-year
Multi-Fibre Agreement under which, since the beginning of 197k, most of the textile
trade between developing countries and developed market economies has been taking
place. The Agreement, which visualizes a 6 per cent annual rate of increase in
textile imports, has provided a framework for & large number of bilateral
arvangements for orderly marketing: when the final review conference was convened

Z/ Between 1972 and 1976 about 500,000 textile jobs - about a fifth of the
industry total - were lost in EEC and, in terms of fibre content, the area swung
from a net-export to a net-import position. In 1976 imports accounted for a fourth
of all sales of underwear and 60 per cent of all sales of shirts. In the United
Kingdom imports supplied two thirds of final demand by fibre weight, though only a
fourth by wvalue, In 1976 one in every four garments sold came from abroad.
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in Fovember 1976 the United States of America had 18 such arrangements in operation
and EEC 13. In the negotiations that resumed in March 1977, the developing
countries generally sought a further liberalization of the textile trade, the
Wegtern Buropean countries wanted stricter restraints, particularly for "sensitive"
products 8/ and especially in times of difficulty for domestic producers, while
Japan and the United Staess of America tended to favour extension of the existing
Agreement .

Further but reduced growth in agricultural production

Agricultural output in the developed marke:t economies as a whole increased by
1.6 per cent in 1976, well below the average for the first half of the decade
(see table 11). The main increase occurred in North America (3.9 per cent) and the
countries of the southern hemisphere (1.6 per cent). In Western Burope, much of
which suffered an extended drought in 1976, there was a further decline in output,

From the point of view of the world food situation, perhaps the most important
result for the year was a record wheat crop in North America: in 1976/77 it again
exceeded 58 million tons in the United States of America and it jumped by a third
to 23.5 million tons in Canada. As crops were also good in some of the net
importing countries, notably the Soviet Union, world wheat trade fell off sharply
from the record level of 66 million tons exported in 1975/76, notwithstanding an
8 million ton increase in the net imports of Western Europe. Worla output of coarse
grains was also at a record level in 1976/77, largely as a result of a recovery in
Soviet production. The United States harvest was also a record one of over
193 million tons, permitting a further increase in exports to Western Europe, whose
net imports bounded from less than 20 million tons in 1975/76 to almost 35 million
in 1976/77 (see table 12},

The carry-over of wheat at the end of the 1976/77 erop year was at or near
record levels in a number of countries - 30.5 million tons in the United States of
America, the highest since 1964, for example, and 14,7 million tons in Canada and
3.0 million tons in Australia, the highest since 1971 ~ and in the aggregate a
record surplus of over L0 million tons was added to world stocksa., There was also
a large build-up in coarse grain stocks; at 11 million tons, it was smaller than in
the case of wheat, but sufficient to raise the world 1977 carry-over to the highest
level since 1970, The United States of America, the major exporter, entered the
1977/78 season with a stock of 29 million tons, the highest since 1973.

The larger harvests served to bring prices down from the high levels reached
in 1973-1975. In the case of vheat the average Tor the 1975/76 season was about
T per cent below the figure for 1974/75, and by April 1977 pPrices had falled ancther
20-25 per cent below the level of a year earlier. The decline in maisze prices was
less steep: the 1975/76 average was down 10 per cent on that of the previous crop
year, but as a result of a partial recovery in the 1976/77 winter, the April 1977
average was only about 6 per cent below the corresponding 1976 figure.

The high price of coarse grains was one of the factors making for an increase
in cattle slaughter. Unusually dry weather - in 1975 in Australia and the United

§/ These include cotton yarn, cotton and synthetic cloth, shirts and T-shirts,
blouses, pull-overs and trousers, In July 1977 the EEC foreign ministers approved
curbs on imports of most of these items until the end of the year,
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Kingdom and more generally in Western Europe in 1976 - alsoc led to a relatively high
rate of culling. Between 1973 and 1976 the production of beef and veal rose by g
sbout a sixth in the European Economic Commumnity, a fifth in Australia, a fourth in
the United States of America and & third in New Zealand. When beef prices began Lo
decline in the European Economic Community in 1974, severe restrictions were placed
on imports, which had been rising rapidly (to about 15 per cent of total supply in
1973). By 1975 imports had been cut to sbout a fifth of the 1973 peak and they
remained at a low level in 1976, accounting for less than 3 per cent of supply. 2/
Between 1973 and 1975 EEC swung from a position as a net importer of beef and veal
(of about 900,000 tons, carcass weight equivalent) to that of a net exporter (of
about 50,000 tons). Preliminary estimates suggest that in 1976 trade was more or
1ess ir balance, while forecasts for 1977 suggest a reversion to a net importer
position (to the extent of perhaps 200,000 tons), In April 1977 quantitative
controls - which had linked import permits with export sales - were replaced by the
more conventional system of import levies that vary inversely with the difference
petween an administered “reference" price and the domestic market price.

In the United States of America imports were also curtailed -~ by voluntary
restraint agreements negotiated with major foreign suppliers, Between 1973 and 197k
the volume of beef and veal imports was reduced by about a fifth, though by 1976
they had regained the 1973 peak of about 900,000 tons carcass equivalent, furnishing
about 7 per cent of total supply and costing about $800 million, one third more than
in 1975.

The United States has continued to absorb about a third of world imports, |
whereas the proportion accounted for by EEC has been reduced from around a third in
the early years of the decade to under 10 per cent in 1975 and 1976. After
increasing sharply in the early 1970s, Japanese imports fell away in 1974 and 1975,
and though higher in 1976 - reaching about 5 per cent of the world total - they were
sti1l well below the 1973 peak. 1In all three areas per capita consumption of beef
and veal wag expected %o be virtually the seme in 1977 as five years earlier. This
failure of the principal developed market economy markets to expand has involved a
notable switch of exports from the major southern nemisphere producers - Latin
America as well as Oceania - to non-traditional markets, particularly Bastern Turope
and the Soviet Union, but also Africa and the Middle East.

No less important in food supplies, though much less prominent in international
trade, are pig meat and poultry, the production of which increased significantly in
the major developed market economies in 1976. The most notable expansion was in
poultry output in the United States of America, which rose by an eighth to reach a
record of 5.4 million toms, product weight. Pork production recovered in 1976 fran
the sharp contraction that oceurred in 1975, but in neither North America nor BEC

did it regain the 1974 level of nearly 15 million tons carcass welght .

Tn the United States, milk production rose by about b per cent from the low
level to which it had fallen in the 1973-1974 period of high feed costs, reaching
almost 55 million tons, the highest level since 1965. Per capita consumption of
fiuid milk end butter continued to decline, however: compared with 20 years
earlier, the former was 30 per cent lower and the latter had been halved. The

2/ Between 1975 and 1976 the value of beef and veal imports increased only
marginally in France, by 5 per cent in the Federal Republic of Germany and by
7 per cent in the United Kingdom.
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principal increase was again in the consumption of various cheeses, which in
per capita terms had almost doubled over the 20 years.

In EEC, by contrast, milk production continued its steady growth, despite the
summer drought: at almost 100 million tons in 1976 it was about a fifth greater
then in the first half of the 1960s. Responding to price supports 10/ and gains in
productivity, production again outran consumption, and surpluses accumulated. There
vas an increase in exports of butter, including the subsidized sale of 36,000 tons
to the Soviet Union and other Fastern Buropean countries. But with domestic
consumption continuing to diminish and imports still arriving from New Zealand in
accordance with commitments made at the time of the United Kingdom's accession to
the Community, intervention stocks stood at 260,000 tons at the end of the year,
And in spite of efforts to dispose of larger quantities of non-fat dry milk -
through regular and food-aid exports and through a scheme that linked the
importation of protein feed with the use of milk solids 11/ - end-1976 surplus
stocks exceeded 1 million tons.

10/ In rounded figures, EEC intervention prices in the dairy sector changed as
follows:

Commodity 1974/75
and Unit of accountsg Percentage chenge from preceding vear
period per ton a/ 1975/76 1976/77 i977/78 b/
MileS/
Spring-summer . , . 13k 11 9 3
Autumn-winter , ., , 1k1 11 8 3

Hon~fat dry milk

Spring-summer . . . 790 12 2 1

Auvtumpn-winter , ., . 8o7 T 3 2
Bulter

Spring-summer . ., . 1,760 11 12 3

Autwm-winter , , . 1,836 1k 7 3

Source: Centre for Development Planning, Projections and Policies of the
United Hations Secretariat, based on United States Department of Agriculture,
Foreign Agriculture Economic Report No. 135, Western Furopean Agricultural Situation
(Washington, D.C.).

a/ The unit of account is equivalent to one pre-devaluation {August 1971)
United States dollar.

b/ Proposals of the EEC Commission.,

¢/ Milk prices are "target" prices for whole milk delivered to the dairy.

;&/ Before it was phased out early in 1977 this link scheme hagd diverted
364,000 tons of non-fat dry milk to use as livestock feed,
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This diversion of milk solids to animal feed seems to have little effect on the
gemand for conventional fead-gtuffs. United States exports of soya beans, oil-cake
and oil-seed and animal feed to Western Furope increased sharply between 1975 and
1976 - by one fourth, to 18 million tons in volume and by one fifth, to $3.4 billion
in value. As United States production of soya beans in 1976 (1.26 billion bushels)
was 18 per cent below the near record crop of the previous year, the strong export
demand helped to reverse the downward drift of prices that had cecurred in 1975:

prices at the beginning of 1977 were almost double those obtaining at the end of 1975.

Following the dip in world sugar production in 197T4/75 and the great upsurge in
free market prices, there was & noteble extension in the area planted in beets in most
of the developed market economies, In Western Europe the 1975 area was about
18 per cent greater than that planted in 1974, and there was a further 5 per cent
increase in 1976. In the United States of America the expansion in 1975 was even
greater (25 per cent), though there was a slight (2 per cent) contraction in 19763
cane areas were also extended - by 7 per cent in 1975 and 3 per cent in 1976. Partly
as a result of this, sugar production recovered strongly: after declining by
5 per cent to sbout 21 million toms {centrifugal sugar, raw value) in 1974/75, total
developed market economy production increased by 15 per cent in 1975/76 and by
3 per cent in 1976/77, to reach about 25 million tons, Western Europe accounting for
gbout half and the United States of America (inciuding Puerto Rico) for a fourth.

Per capita consumption of centrifugel sugar reached a peek in 1973 {of about
50 kilograms in North America and 42 kilograms in Kurope) &nd then under the
influence of lower production and sharply higher prices it declined, slightly in 197k
and steeply in 1975 (to about 42 kilograms in North America and 39 kilograms in

Furope). In combination with the substentially bigher output in 1975/76, this

reduction in consumption resulted in a marked increase in stocks in the main importing

countries: the carry-over into +the new grinding season in North America, EEC and
Japen in the second half of the year rose from 3.2 million tons in 19T4 to 3.7 million
in 1975 and 4.k million in 1976, almost back to the high level that characterized the
early years of the decade (4,9 million tons in 1972, for example). As a result, the
world market price receded from its 1974 peak throughout 1975 end 1976 and by the last

quarter of 1976 was back to near the 1972 average. 12/

The decline in consumption in the face of expanded domestic production was
reflected in reduced imports. In the United States of America imports in 1976, though
slightly above the 1975 level in volume -~ and a third below in value - were a fifth
less than in 19Th; net imports into Japan dropped from 5.8 million tons in 19Tk to
5.k million tons in 1975 and 2.2 million tons in 1976; while in FEC 1976 saw not only
a 10 per cent decline in imports but a trebling of exports, reducing the net intake
from 1.5 million tons in 1975 to about 0.2 million tons in 1976. The value of raw
sugar imports was down by 21 per cent in the Federal Republic of Germany, 28 per cent
in France and 46 per cent in the United Kingdom.

;g/ The average annual price of Caribbeen sugar on the New York market had risen
from & record low of less than 2 cents a pound in 1968 to a record high of almost
30 cents a pound in 1974, By the end of 1976 it was down to T.5 cents, before turning
around and heading upwards egein in the early months of 1977.
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The impact of this contraction on developing country sugar exporters was
exacerbated by the expiry in this period of the Unitead States Sugar Act snd the
Commonwealth Sugar Agreement. This meant the loss of quota entry at & price based
on the United States domestic support level in the case of the former, while the
latter was replaced by an arrangement negotiated under the Lomé Convention,
guaranteeing until 1980 the annual purchase by EEC of 1.4 million tons {raw
equivelent) from its African, Caribbean and Pacific partners at a price based on
the Community support level. Deliveries from the 13 countries that had acceded to
the sugar protocol came within 5 per cent of the 1.4 million ton gquota in 1975/76,
and the price paid ~ which had been below the world price in the previous season -
was over twice the free market aversge.

Slow growth in energy production

With the recovery in industrial activity and the rise in income, the consumption
of energy in most of the developed market economies increased markedly in 1976,
though in many cases, as a result of higher prices and conservation efforts, less
sharply than total production. The domestic production of energy increased less than
consumption and there was a notable expansion in imports, particularly in the United
States of America.

Coal production continued the slow growth that had been resumed after the
19Th inerease in petroleum prices. The over-all expansion of Just over 2 per cent
vas chiefly the result of a further gain - of nearly 4 per cent - in the United States
of America, plus some larger proportionate gains among the minor broducers - notably,
Australia and South Africa and, on a smaller scale, Qreece and Norway. In most other
countries coal production continued to decline, even in the United Kingdom, where
production had rallied in 1975. 13/ ELEC production was down by 3 per cent {zee
table 13).

The decline that has characterized petroleum production in the developed market
economies during the 1970s was almost halted in 1976, mainly by the rapid expansion in
output from the North Sea, vhich exceeded 25 million tons, well over double the 1975
figure. North American output, however, was nearly 4 per cent (16 million tons) below
the 1975 level, and this brought total production down fractionally. Much the same is
true of natural gas: North American ocutput declined by almost 60,000 teracalories,
and this was barely made good by expansion in the Netherlands and the Unitegd Kingdom

and, on a smaller scale, Australia and New Zealand.

As a result of the long drought that afflicted much of Western Furope in 1976
and parts of the western United States of America, there was a widespread decline
in the output of hydropower. In the United States of America production dropped to
gbout 6 per cent below the 197 level, and in EEC, where there had been a 4 per cent
increase in 1975, output declined by almost an eighth. Only in Canada and Norway were
there significant gains in 1976, although on a smaller scale production also increased
in Turkey, the United Kingdom and Yugoslavia.

13/ In the United Kingdom the decline in coal output in 1976 reflects a
1.6 per cent cut in average manpower and a 2.5 per cent fall in productivity. More
coal went into power stations than in 1975: electricity production was up 1.5 per cent
in 1975 though still 2 per cent below the 1973 level. Demand for coal remained slack,
however, and despite the reduction in output, stocks were higher at the end of 1976
(32.6 million tons) than & year earlier (30.7 million tons).
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Tn the case of nuclear power there were increases in output in most countries,
as earlier construction came on stream. Tn the United Kingdom the output of nuclear
electricity equalled that from petroleun-based stations in 1976. Almost everywhere,
however, there was opposition to the building of additional reactors - because of
doubts asbout safety or security or dissatisfaction with existing methods of disposing
of radio-active waste. In Sweden reactor building was halted at least until 1978;
in Ttaly the comstruction of two reactors on the west coast - part of a 10-year
12-station programme - was delayed; in the Federal Republic of Germany permission to
build nuclear stations was denied, first in North Rhine Westphalia then in Schleswig
Holstein; in the United States of Americae work on breeder reactors was suspended.

Apart from the growth in the generation of nuclear power, the fuel base of the
electricity industry continued to change as coal and lignite were substituted for
natural gas and petroleum. In the United States of America, the contribution of
solid fuels to total publie production of electricity rose from bh.5 per cent in 197k
and 1975 to 46.L4 per cent in 1976. 14/ In Western Europe the contribution was larger
and it rose faster: in the Federal Republic of Germany from 60 per cent in 1975 to
65 per cent in 1976, for exsmple, and in the United Kingdom from 63 per cent to
T0 per cent.

With demand for energy rising again and domestic production virtually static, 15/
developed market economy imports increased considerably. After two years of decline,
net imports of petroleum and products increased by 5 per cent in Japan, 8 per cent in
Western Furope and 18 per cent in the United States of America {see table 1h). This
brought net imports into Japan in 1976 to within T per cent of the 1973 peak. In
Western Europe, with North Sea production turning Norway into & net exporter of
petroleum and significently reducing the import dependence of the United Kingdom,
1976 net imports were about 11 per cent below the 1973 level. In North Mmerica,
however, with Canada swinging from & net export to a net import status in 1975 16/
and production in the United States of America continuing to contract, net imports
jumped to over 18 per cent above the 1973 peak. This expansion was the main factor

in the dramatic deterioration of the United States balance of trade. }Ij

14/ Despite the decline in hydropower, the total output of electricity in the
United States of America (within industry as well as publie) increased by 6 per cent
to a new record in 1976. Apart from hydropower, the share of natural gas as a fuel
was also down - from 15.6 per cent in 1975 to 14.% per cent in 19T6. This means that
the contribution of petroleum was fractionally higher in 1976 - 15.7 per cent as
against 15.1 per cent.

15/ Total primary commercial energy production in the developed market economies,
after declining fractionally in 1975, actually increased by rather less than
1 per cent in 1976 to about 3.1 billion tons coal equivalent.

iéj At the beginning of 1977, permissible Canadian exports of petroleum to the
United States of America were further reduced - by about a fifth to 305,000 barrels
per day.

17/ Discussed later in the chapter, see next section.
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The upswing in international trade

After declining by about 6 per cent in 1975, the volume of developed market
economy trade expanded by almost an eighth in 1976: exports were almost 11 per cent
higher and imports over 13 per cent. There were marked differences in performance,
even among the major industrial countries. United States exports increased by less
than 3 per cent, those of Japan by almost 23 per cent; United Kingdom imports
inereased by about 5 per cent, those of the United States by nearly 22 per cent. As
import prices rose about 1 per cent on the average and export prices only marginally,
there was a slight deterioration in the over-all terms of trade. Among the major
countries only Canada and the United States of America enjoyed & gain; a loss of
3 per cent was experienced by Japan and over 4 per cent by Italy (see table 15).

The recovery in export earnings

In most of the developed market economies the dollar value of exports increased
much more in 1976 than in 1975. 1In only two countries out of the 27 (Portugal and
South Africa) did export earnings decline. GCains of over a f£ifth were registered
not only by Japan, but also by a number of primary exporting countries, ineluding
Cyprus, Iceland, Malta, New Zealand and Turkey. In the aggregate the earnings of
the primary exporting group rose by 9 per cent, those of the major industrial
countries by 11 per cent and those of the smeller industrial countries by 12 per cent
(see table 16).

Over 70 per cent of developed market econony exports move within the group and,
in contrast to 1974 ang 1975 when the demand of the petroleum-exporting countries was
rising explosively, this intragroup trade was the most dynamic component in 1976.
This was partly the result of an upsurge in exports from Japan: these increased by
41 per cent to North America {to reach nearly $18 billion) and 28 per cent to EEC
(to over $7 billion), compared with a modest 13 per cent to the developing countries
(to $31 billion). Japanese exports to the centrally planned economies were virtually
stetic at just under $5 billion, an expansion in the flow to the Soviet Union
offsetting a contraction in the flow to China (see table 17).

North American exports to the centrally planned economies also approached
$5 billion in 1976, This was an eighth more than in 1975, another inerease in exports
to the Soviet Union and Eastern Europe more than compensating for another reduction in
exports to China. North American shipments to EEC also increased by an eighth (to
$30 billion), while trade within the Community rose by a sixth (to $50 billion).
There was a 9 per cent expansion in exports to Japan, though this flow {under
$13 billion) remained well below the flow in the opposite direction. Shipments to the
developing countries rose modestly (by 4 per cent) to over $io billion, almost a third
of which was to the petroleum~exporting countries.

Western European exports to the developing countries rose somewhat faster
(T per cent), though far below the rates recorded in 1974 ang 1975. Here, too, the
main growth was in intra~-Community trade: +rade within EEC reached $169 billion,
about 16 per cent above the 1975 figure. Exports to Japan, which had been sharply
reduced in 1975, made a partial recovery in 1976, reaching about $4 billion - about
half the flow in the opposite direction. Though increasing by about 9 per cent,
exports to North America slso fell short of the 1974 level. After two years of rapid
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growth, exports to the centrally planned economies levelled off in 1976, at

$1h billion to Eastern Europe, just over $9 billion to the Soviet Union and rather
less than $2 billion to China, the Democratic People's Republic of Korea and the
Socialist Republic of Viet Nam.

Though small in absolute terms, exports to the centrally planned economies from
Australia and New Zealand registered the largest relative expansion of all the
interregional trade flows in 1976. Reflecting their efforts to diversify their trade
in the face of restrictions imposed by EEC and the United States of America on the
importation of various agricultural products, notably meat, their exports to China,
Eastern Furope and the Soviet Union all rose strongly - by 45 per cent in the
aggregate, to about $1.3 billion.

The recovery in imports

The quantum of goods imported by the developed market economies, which had been
cut by 8 per cent in 1975, revounded with the recovery in demand in 1976, rising by
over 13 per cent. As import prices were slightly higher than in 1975, the increase
in dollar expenditure was in excess of 14 per cent. The expansion was almost
universal among the industrial countries, only in some of the primary exporting
countries were imports lower in 1976 - after small increases in 1975 in South Africa
and Yugoslavia, and for the second successive year in Iceland. In the aggregate,
imports increased by rather less than 5 per cent in the primary exporting countries,
by 13 per cent in the smaller industrial countries and by over 16 per cent in the
major countries.

Imports into North America increased strongly from all the major regions. The
most dramatic expansion was in purchases from the developing country petroleum
exporters which, after declining slightly in 1975, rose by 42 per cent in 1976 to well
over $25 billion. Close behind, there ves a k1 per cent rise in purchases from Japan,
which after a drop of 15 per cent in 1975, reached $17.5 billion in 1976. Imporis
from the centrally planned economies increased by a third to about $0.3 billion.

There was also a large (28 per cent) increase in purchases from the petroleun~importing
developing countries, which approached $32 billion in 1976. BSizadle but more modest
increases were registered in trade within North America {about a sixth) and in imports
from EEC, though the 10 per cent expansion in the latter still teft this flow below
the 19Tk level (see table 18).

Unlike North America, Western Europe increased its purchases from the petroleum-
exporting countries by less than its average expansion in imports (Just over
ik per cent). This was partly a reflection of the lag in the recovery in demand,
tut it also reflects the conservation and domestic production of energy, &S well as
virtual doubling of deliveries in petroleum from the Soviet Union to an average of
1.54 million barrels per day in 1976. 18/ Total Western Buropean imports from the
Soviet Union and Eastern Furope increased by almost 16 per cent to over $22 pillion.

18/ Between 1975 and 1976 Soviet deliveries of petroleum to Eastern Europe
increased by 8 per cent, from T1.7 to 77.6 million tons. Exports to EEC increased
by 42 per cent, from 25.0 to 35.h million tons.
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The largest proportional incresse was in imports from Japan, which rose by about

32 per cent to nearly $11 billion. Imports from the petroleun-importing developing
countries were almost 21 per cent higher in 1976, exceeding $34 biilion. Tmports
from North America rose rather less than the average (11 per cent}, reaching

$37 billion.

The growth in Japanese imports from other industrisl countries also lagged behind
the average: increases of 9 per cent in purchases from North America and 11 per cent
in purchases from EEG, indeed, failed to make good the reductions that occurred in
1975. Imports from the developing countries, on the other hand, reached new heights:
purchases from the Organization of Petroleum Exporting Countries (OPEC) increased by
a sixth to nearly $22 billion, while purchases from the other developing countries
rose more steeply (by 27 per cent) to nearly $13 billion,

The persistence of acute imbalances

Despite the extraordinary swings in demand in the developed market economies -
reflected in a decline of over 1 per cent in total production in 1975 and & rise of
over 5 per cent in 1976 - the state of economic balance, both within countries and
between countries, showed few signs of improvement. The rate at which prices were
rising abated somewhat , but in very few countries did it recede to what was regarded
&5 an acceptable figure. Averaged over all the developed market economies 19/ the
rate of increase in consumer prices was still above 8 per cent a year in the first
quarter of 1977. There was a virtually universal increase in the volume of
unemployment in 1975, but only in a minority of countries did the economic recovery
reduce the total in 1976, and the early months of 1977 saw a further inerease in the
unemployment rate in at least half the developed market economies.

While in most countries socisl security machinery has been deployed to mitigate
the financial burden of unemployment on the persons involved, policies simed, directly
or indirectly, at job creation have been approached in g very circumspect manner.
Most CGovernments have been reluctant to adopt measures that might, in the process of
opening up employment opportunities, add to total demand in ways that would stimulate
price increases. In some countries, moreover, action against unemployment was slso
inhibited by the perilous state of the external balance. As indicated above, the
recovery in demand caused a sharp increase in imports and, for the developed market
economies as a group, a swing into deficit on merchandise account. This meant g
marked widening in the current asccount gap of a number of countries and their
consequent avoidance of measures that might add to the demand for imports or to the
unit cost of exportable goods,

Though adjustments were made through the depreciation of the weaker currencies
and international lending, the continuation of the surpluses of the Federal Republic
of Germany, Japan, the Netherlands and Switzerland among the developed market economies
and of the petroleum exporters among the developing countries imposed & major
constraint on the rest of the world, influencing the choice of policies for dealing

19/ Weighted by private consumption in 1970,
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with domestic imbalances. OSome of the countries that stood most in need of raising
productivity and lowering unit costs through expanding output were among those most
inhibited by the need to reduce the external deficit.

Continued price inflation

The rate of increase in consumer prices which, for the developed market economies
as a group decelerated to 1l per cent in 1975, declined further - to just over
8 per cent - in 1976. Only a few countries - Cyprus, New Zealand, Portugal and Spain -
experienced an acceleration between 1975 end 1976, and they were all in the primary
exporting group where, in general, prices continued to rise more rapidly than in the
industrial countries. Among the major industrial countries the average year-to-year
inerease in consumer prices dropped below 8 per cent in 1976. Despite acceleration
in Ttaly, it receded further in the course of 1976, to near 7 per cent (see table 19).

Notwithstanding this improvement, half the developed market economies continued
to suffer double digit price inflation in 1976. Most of these countries belonged to
the primary exporting category, but they included Finland, Italy and the United
Kingdom and, if the change over the 12 months ending in the first quarter of 1977 is
taken into account, Denmark too.

At the other end of the spectrum were the Federal Republic of Germany and
Switzerland, where the rate of increase in consumer prices had decelerated sharply in
1976 - to about 4 per cent a year in the former and a mere 1 per cent in the latter.

Much the same situation is revealed by the movement in wholesale prices. Half
the developed market economies recorded increases of over 10 per cent in 1976,
including not only Finland, Italy and the United Kingdom but - at least with respect
to raw materials - France, too, where the retail price increase had been held down to
just over 9 per cent. The countries with wholesale price increases of less than
5 per cent included not only the Federdl Republic of Germany and Syitzerland but also
Cansda and the United States of America, although the severe North American winter
raised the rate of increase in the latter in the opening months of 197T. By this time
wholesale prices in Japan and the Netherlands were also rising at less +han 5 per cent
a year. Some acceleration was also discernible in Switzerland, where 1975 and 1976

actually brought a lowering in wholesale prices {see table 20).

Part of the explanation for these marked divergences in price trends lies in the
differences in the composition and role of imports and in the changes in the external
value of the currency. After the great upsurge in 1974 the rise in average import
prices moderated in 1975. Considerable disparities remsined, however, and in 1976
the increase ranged from under 5 per cent in Austria, Canada, Cyprus, the Federal
Republic of Germany, Japan, Malta and the United States of America to over 20 per cent
in Ttaly, New Zealand, Spain, South Africa and the United Kingdom (see table 21). It
was generally in the countries with wesker currency that import prices rose most
rapidly, and it was generally the more inflationary economies that had the weakest
currencies., Thus there was a certain amount of mutual reinforcement between the
movement of domestic and import prices.

Another cause of differences among the price trends lay in the extent and
effectiveness of price administration. 1In Canada and most of the Buropean countries
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official control was exercised over many prices, and as part of anti-inflationary
policy, freezes were imposed for varying periods. With costs continuing to rise in
most countries, however, specified upward adjustments were permitted from time to time,
and in the case of goods and services provided by state-owned enterprises there were
numerous price increases authorized for fiscal reasons, to reduce or to avoid adding
to the sums devoted to subsidy. Changes in indirect taxes had a similar effect on
prices. While there were a few cases of tax cuts - in April, for example, the highest
rate of value-added tax (VAT) was halved in the United Kingdom, in May Yugoslavia
lovered turnover taxes on certain consumer durables and building materials and in July
the VAT in pharmaceuticals was reduced in France 20/ - most tax chenges tended to
result in higher prices.

A third factor making for differences in consumer price trends was the movement
in food prices. These exercised s strong moderating influence in North America where,
in the wake of favourable harvests, the average rise in the food component of the cost
of living was only around 3 per cent. Except in Switzerland and to a less extent
Austria, there was no similar effect in Western Furope: as indicated earlier in this
chapter, the season was a poor one and the common agrieultural policy of EEC.tended to
prevent member countries from taking full advantage of the decline in cereal and other
food prices on the world market.

There were also significant differences in the movement of wages and earnings,
and hence of wage costs. Though there were erratic changes reflecting not only
official policy in the field of wage-price-income controls but alse such factors as
the strength of trade unions and the duration of major contracts, there was a general
tendency for the more inflationary economies to experience a more rapid rise in real
wages. Thus, the countries in which consumer prices rose least in 1976 were among
those with the lowest increase in real earnings in manufacturing: averaged over 1975
and 1976, the latter rose by only 2 per cent in the Federal Republic of Germany,

1 per cent in the United States of America and hardly at all in Switzerland. Much
higher rates were recorded in countries in which prices were rising more rapidly:
3.7 per cent in the United Kingdom, for example, and 6 per cent in Italy; and among
the countries with a 9-10 per cent rate of inerease in consumer prices in 1976, the
average 1975-1976 rise in real earnings was 3.6 per cent in Belgium, 5 per cent in
France, 6 per cent in Sweden, 6.2 per cent in Denmark and 7 per cent in Norway

{see table 22).

The persistence of high unemployment

In 1976 an average of over 5 per cent of the labour foree in the developed market
economies was unemployed, almost double the long-term pre-recession rate of rather less
than 3 per cent. Despite the recovery in production, there were few signs of
improvement: the only countries in which unemployment was reduced between 1975 and
1976 were Cyprus, Greece and the United States of America and, marginally, the Federal
Republic of Germany and Sweden (see table 23),

In the course of 1976 there was some improvement in Japan: by the last quarter

20/ At the beginning of 1977 the standard rate of VAT in France was reduced from
20 to 17.6 per cent.
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0f the year the number of unemployed had declined below the 1975 level, though as the
number of reported vacancies was substantially smeller, the immediate prospects for a
further reduction were not bright. In Norway, too, and to a somewhat smaller extent,
Austris and the Netherlands, 1976 saw a decline in the number of unemployed, and this
appears to have continued in the early months of 1977, though in all cases the ratio
of unemployed to job vacancies remained unfavourable in comparison with earlier

years. Among the developed market economies, Sweden was the only country in which the
rate of unemployment was lower in 1976 than in 1973, before the recession. In most
countries it was substantially higher - double in many, three times as high in
Australia, four times in the Federal Republic of Germany and six times in Denmark.

The abnormally high level of unemployment in the United States of America was in
part a reflection of rapid growth in the labour force: in the first 2k months of the
recovery the number of job-holders rose by almost 6.6 million to a record of
90.4 million, nearly # million above the pre-recession peak. By mid-197T the
proportion of the civilian non-institutional population engaged in or seeking
employment had reached a record of 62.2 per cent, largely as a result of a 1.5-point
increase in the participation rate of adult women. Nevertheless, the number of work.
seekers remained well above 6 million, about 50 per cent more than in 1973. Among the
other major industrial countries, the number of unemployed still exceeded 1 million in
Prance, the Pederal Republic of Germeny and the United Kingdom.

With these unusually high levels of unemployment persisting into the second year
of the economic recovery, other aspects of the phenomenon began to take on new
importance. In many countries larger regional differences opened up, for example, and
despite efforts to increase labour mobility and encourage new asctivities that would
provide Jobas, many areas of particularly high unemployment and low income tended to
emerge. During the recession the incidence of unemployment was generally earliest and
heaviest among the marginal workers - part-timers, those most recently hired and those
seeking their first job - and the period of joblessness was relatively short. But as
the high rates persisted in the recovery phase of the cycle, the proportion of family
heads out of work and the average duration of unemployment both tended to rise. FEven
in this phase, however, one of the most troublesome features of the situation was the
heavy incidence of unemployment among school leavers and other young people.

In the early months of 1977 the unemployment rate in the United States of America
was over 10 per cent among the 20-24 year-olds and almost double that (19 per cent)
among the 16-19 year-olds ~ compared with an over-all average of just over T per cent.
The proportion of unemployed workers who were under 25 years of age was almost a fifth
in the Federal Republic of Germany, over a fourth in the United Kingdom, over a third
in France and well over half in Italy.

The persistence of external imbalances

As the recovery in demand got under way in 1975 and early 1976 and imports began
to rise more vigorously, the trade deficits of most developed market economies widened.
The exceptions were largely among the primary exporting countries, where the recovery
started later, import restraints were sustained longer and export earnings gained from
the increase in many commodity prices. Thus 1976 saw a reduction in the deficit in
Iceland, Malta, New Zealand, Turkey and Yugoslavia, as well as in Canada and Finland.
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Japan and Switzerland swung into surplus and South Africsa enlarged its surplus.
Australia and the Federal Republic of Cermany were also in surplus, though on a
reduced scale. The United States of Americs experienced a record swing from surplus
to deficit, while in the rest of the developed market economies the trade deficit was
appreciably larger in 1976 than in 1975. In the sggregate, the deficit that had been
reduced from $65 billion in 197h (exports f£.o0.b. minus imports c.i.f.) to $31 billion
in 1975, expanded again in 1976 to reach $56 billion (see table 16).

Part of this deficit on merchandise account was offset by an increase in the net
receipts for services not connected with trade and by a small reduction in unilateral
transfers. As a result the over-all current account deficit amounted to only
$20 billion in 1976, up considerably from the $1.4 billion registered in 1975 but well
below the record $29 billion set in 19Th.

Five developed market economies saw their current account deteriorate for every
three registering an improvement. Most notable among the latter were Japan (with a
second gain of over $4 billion since its massive $4.7 billion deficit of 19Tk}, the
United Kingdom (also with a second though mueh smaller gein) and Finlend (which also
reduced its deficit by over $1 billion). Smaller but significant gains were also
recorded by the Netherlands and Switzerland, which increased their surpluses by around
$0.8 billion, and by Canada, New Zealand and South Africa, whose deficits were
similarly reduced.

The great $18 billion swing in the trade balance of the United States of Awmerica -
from plus to minus $9 billion on an f.0.b. basis - was moderated somewhat by a strong
recovery (of almost $6 billion) in net invisible earnings, but the current account
surplus was reduced to $5 billion, less than a third of its 1975 figure. The only
other developed market economy to have its current account gsurplus significantly -
reduced was the Federal Republic of Germany, vwhere with imports inereasing faster than
exports, the surplus declined for a second time - by $0.8 billion to less than s third
of its 19Tk record.

For the rest of the developed market economies there was a widening of deficits -
by $4.3 billion in France and $2.4 billion in Ttaly, by over $1 billion in Austria,
Belgium, Denmark and Norway and by just under $1 billion in Australia, Portugal, Spain
and Sweden (see table 2k).

Most of the countries whose current account deficits widened significantly in
1976 managed to close the gap by borrowing. Total developed market economy borrowing
on the international capital market - bonds and Furocredits - exceeded $31 billion in
1976, 50 per cent more than in 1975, and the International Monetary Fund {IMF) was
extremely active. Nevertheless, a number of countries drew on their reserves in the
course of the year: there were reductions of 10-15 per cent in Belgium, Portugal and
and Spain and 20-25 per cent in France, Sweden and the United Kingdom. In some cases
this reduced the ratioc of reserves to import expenditure far below both the historical
figure and the current average for the group: in Belgium and France, for example, the
reserve/imports ratio was reduced to 15 per cent and in the United Kingdom to 8 per cent
(see table 25).

Even in some of the countries that managed to narrow their deficits in 1976,
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external liquidity came under pressure, South African reserves, for example, fell by
23 per cent and at 13 per cent the reserve/import ratio was only half its 1970 level.
In Italy the ratio, at 15 per cent, was well under half its 1970 level, while in
Denmark and Finland it was down to a mere 7 per cent.

Tn varying degree this external imbalance wes manifested in depreciation of the
currency. Against the currencies of its 20 major trading partners, the pound sterling,
for example, weakened more or less continuously between March 1975 and Cctober 1976,
dropping from about 83 per cent of its mid-1970 (Bretton Woods) value to about
60 per cent before rallying to about 63 per cent in the early months of 197T7. The
Ttelian lirse dropped precipitously in the first four months of 1976 and after a brief
rally continued to slide - to about 58 per cent of its mid-1970 value by April 1977
(from an average of about 78 per cent in 1975). The French franc also weakened in
this period: it withdrew from the narrow margin "snake" arrangement in March 1976
and declined from a peak of about 1L per cent above its Bretton Woods value in
mid-1975 to 2 per cent below in the last quarter of 1976 (see figure I).

The United States dollar, having appreciated by about 8 per cent against its
main treding partners during the period of merchandise surplus in 1975, remained
remarkably stable in 1976 despite the drametic swing into deficit. Early in 1977,
however, in the face of a continuing large deficit, it began to weaken from its peak
value of about an eighth below the mid-1970 level. At this stage the dollar value of
the lira stood at about 30 per cent below its Bretton Woods level and sterling about
29 per cent below. The Australien and the Canadian dollar had also depreciated, though
only slightly. The dollar value of the other major currencies had all increased, not
only against the Bretton Woods level but, except in the case of the French franc, also
against the early 1976 level (see table 26).

Among these appreciating currencies, the strongest were those of the countries
that were in current account surplus in 1976: Switzerland, whose surplus amounted to
6.1 per cent of the gross domestic product, the Netherlands {2.7 per cent), and the
Federal Republic of Germany and Japan, each with a surplus equivalent to 0.7 per cent
of gross domestic product. Together, these four countries accounted for virtually the
whole of the $10 billion increment in developed market economy reserves in 1976.
Messured against major partner countries, the currencies of these four, after slipping
in the first half of 1975, all rose vigorously for most of 1976. The Swiss franc
reached 60 per cent above its mid-1970 value before declining in the early months of
1977, by which time the Deutsche mark had reached 40 per cent above the mid-1970
value 21/ and the guilder 22 per cent above. The yen receded in the final quarter of
1977 but then rose steeply, to reach 25 per cent above the mid-1970 value by April
1977,

21/ In October 1976 the Deutsche mark moved away from its partners in the "snake"
arrangement for joint floating: it was up-valued by 2 per cent while the guilder and
the Belgian franc remained unchanged and the Norwegian krone and Swedish krona were
devalued by 1 per cent and the Danish kronme by 4 per cent. These Scandinavian

currencies were further devalued in April 1977 - the Danish and Norwegien by 3 per cent
and the Swedish by 6 per cent.
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In general, thus, the period saw a further divergence in the relative position
of the principal developed market economies., As indicated sbove, there was a
tendency for internal and external izbalances to reinforee each other: the faster
the rise in domestic prices the more marked the widening of the current deficit and
the weaker the currency; and hence, completing the cirele, the greater the
contribution of rising import prices to the inflation of internal costs. Thus the
countries with the most inflationary domestic economies tended to be those in which
the external balance deteriorated most.

Efforts to adjust economic policies

In general, throughout 1976 official policies tended to remain
anti~inflationary, especially in the countries in which the external balance was
a matter of concern, Though the deceleration in production that occurred in the
second half of the year turned the thoughts of policy makers towards the guestion
of stimulus, the resumption of mere vigorcus growth in the United States of America
in the first quarter of 1977 led to the deferment of action., The failure of demand
to pick up in Western Europe and Japan, however, reopened the prospect of continued
stagfiation, with production increasing at a rate - less than 3 per cent a year
through the first half of 1978 in Western Europe, according to the mid~1977
projection of OECD - tco low to absorb the increment to the labour force, let alone
the backlog of unemployed, then estimated at 6 million,

The persistence of unacceptable rates of unemployment complicated virtually
all economic decisions in 1976, even though most Governmenis assumed, as a basic
premige for their policy formation, that stable growth could not be assured until
the rate at which prices and costs were rising was brought down nearer to what was
thought to be the manageable longer-term post-war trend. Thus, although measures
to protect jobs, increase labour mobility, provide training and retraining, and
increase and extend the payment of unemployment benefits were common, there were
very few acts of overt reflation. Apart from the fear of accelerating the rise in
prices, most Governments were reluctant to add to their budget deficits which, by
historical standards were already relatively high - 2 per cent of gross national
product in France, 3 per cent in the United States of America, % per cent in Japan,
5 per cent in the Federal Republic of Germany, 6 per cent in the United Kingdom and
10 per cent in Italy.

In Italy, where as indicated above, the degree of imbalance was particularly
acute, efforts to overcome the counsequences of the deterioration in the terms of
trade caused by the rise in import prices in 1973-19T4 and the steep decline in the
exchange rate of the lira at the end of 1975 were handicapped by the traditienal
link between wages and prices known as the scala mobile. Rents were frozen
throughout 1976, but in the final guarter of the year, with costs rising rapidly
and the budget in heavy deficit, various administered prices - notably for
petroleum products, and electricity, telephone, railway and postal charges - were
raised as part of an austerity programme., Earlier in the year a number of indirect
taxes, especially on luxury and imported goods - including motor cars, petrol and
alcohol - were increased, partly bo raise revenue, partly to discourgage imports;
and further increases were included in the austerity programme in the fourth
gquarter, To restrain the growth in money supply, the discount rate was raised to
& per cent in February, 12 per cent in March and 15 per cent in October, and the
compulsory reserve requirement for banks was increased. In May applicants for
foreign exchange were called on to deposit half the amount in 90-day non-interest.
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bearing bonds, This prior deposit system was enforced until April 1977, and
between October 1976 and February 1977 it was reinforced by a 10 per cent tax on
purchases of foreign exchange.

The Government also sought to modify the wage indexation arrangement, which
had given Italy the highest rate of increase in real earnings among the industrial
countries {6:6 per cent a year between 1971 and 1976). In October the automatic
link with prices was severed for wages of over 8 million lire a year and scaled
down for wages between Lit 6 and 8 million a year. Subsequently, it was agreed
that, for the ensuing 19 months, part of the cost-of-living increments would be
paid in treasury bonds, the proceeds of which would be used to finance small-scale
enterprises, TFurther negotiations with the trade unions early in 1977 led to
reductions in redundancy pay and in public holidays, an agreement to improve
productivity and a modification in the weighting pattern in the cost~of-living
index to which wages are linked, in order to slow down the rate of increase in
wage costs,

Despite these efforts, 1976 saw a general deterioration in economic balance,
There was a sizable increase in the current account deficit and the value of the
lira fell for mosi of the year. There was little recovery in fixed investment,
which remained below 1973 and 197k levels, and at the end of 1976 unemployment was
about 11 per cent above the corresponding 1975 level. Moreover, in the Pirst
quarter of 1977, the rate of increase in prices was about double that registered
a year earlier.

In the United Kingdom mid-1976 saw the entry into force of the second phase of
a voluntary incomes policy that had been negotiated between the Government and the
Trade Union Congress in 1375. Between August 1976 and July 1977 wage increases
were to be limited to 5 per cent, subject to a minimum of £2.5 a week and a maximum
of £k, Under the 1975 arrangement, price increases were limited to increments in
defined costs and in the first half of the year a voluntary ceiling of 5 per cent
was applicable to some 50 product categories - accounting for about a fifth of
consumer expenditure. In April this price restraint was supported by the halving -
from 25 per cent to 12.5 per cent - of the VAT on most electrical and photographic
equipment and other luxury goods. At the same time, however, revenue duties on
petrol, alcohol and tobacco were all raised and a 10 per cent increase in steel
prices was sanctioned., Moreover, in March a 14k per ecent increase had been granted
to farmers as part of the agreement of the EEC agricultural ministers. 22/

At the end of June, with a view to stimulating investment and expanding job
opportunities, the price code was liberalized in certain ways - such as the faster
writing off of depreciation - designed to improve business profits. Hewever, as
the pound sterling weakened, the central bank's minimum lending rate, which had
been lowered from over 11 per ceni to 9 per cent in the first quarter of 1976, was
raised progressively to a record 15 per cent in October, after which it was again
reduced, until by April 1977 it was below 9 per cent. :

1

The weakening of sterling in 1975-1976 was partly the result of the withdrawal
of the balances held by foreign Governments: these declined from £5 billion in
March 1975 to £2.8 billion by the end of 1976, at which stage they were, in part,

22/ This increase was estimated to have added over 2 per cent to the retail
price of food-stuffs by the end of 1976.
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underwritten by a $3 billion stand-by facility negotiated through the Bank for
International Settlements {BIS} in Basel. In the meantime a credit of

SDR 3.36 billion had been arranged with IMF., As indicated above, the current
deficit was substantially reduced in 1976 and the exchanpge rate stabilized in the
early months of 1977. The combination of the lower value of the pound sterling
and the reduction in petroleum imports as North Sea production expanded was expected
to swing the external accounts into surplus in the course of 1977. By mid-year,
international reserves had risen to over $10 billion, almost three times the low
figure of end-1976. The internal imbalance remained acute, however, with
unemployment still rising and the rate of increase in wholesale prices stiil well
agbove the corresponding figure in the first gquarter of 1976. And at 17 per cent,
the rate of increase in retail prices, though below the inflationary peak, was
rising again.

In the course of 1976, earnings rose by 11 per cent and consumer prices by
15 per cent: real dispossble personal income - after allowance for taxation and
social security transfers - was at the lowest level in almost four years. As the
combination of rapid@ price inflation, a low income-tax threshold and progressive
tax rates had greatly increased the fiscal drag on incomes, the 1977/78 budget
provided for a significant reduction in income-tax, offset to some extent by a rise
in certain indirect taxes and charges - chiefly on cigarettes, petrol and motor
cars. Though additional measures for alleviating unemployment - aimed chiefly at
the lagging construction industry - were projected at £400 million, the over-all
deficit was to be well within the ceiling designated in connexion with the IMF
credit. 23/ The increase in indirect taxes was expected to add up to 1 percentage
point to the rise in retail prices in the course of 1977, and the assistance to
the construction industry to create up te 200,000 new jobs,

One of the consequences of the incomes policy of 1975-1976 was a substantial
narrowing of wage differentials. This, in conjunction with the decline in real
earnings and the persistence of high levels of unemployment, made trade union
leaders reluctant to agree to a third phase of the social contract, phase two of
which was due to expire in mid-1977.

In 1976 France also faced all three forms of imbalance - a high rate of price
inflation, high and rising unemployment, and a rapid widening of the external
deficit, shrinking reserves and a depreciating franc {detached from the "narrow
mergin" arrangement in March). Largely because of the deteriorating external
balance, official policies that had sought to stimulate growth in 1975 became
generally restrictive. The discount rate was raised to 9.5 per cent in July and
10.5 per cent in September. Price controls were extended and tightened and, for
the final quarter of the year, under the Barre stabilization plan, most prices were
frozen. The VAT was lowered in July (on pharmaceuticals) and in January 1977 (on
most non-luxury, non-food goods and services). The minimum hourly wage rate was
raised on five occasions in the course of the year, but the September stabilization
plan set a norm of 6.5 per cent for the increase in other wage rates in 1977 and of
3.25 per cent for middle-range salaries (18,000-24,000 francs per month) and froze
all higher salaries.

23/ The deficit was projected at £7.5 billion, compared with a maximum public
sector 1 borrowing requirement of £8,7 billion as agreed with IMF. Other elements
of this agreement included a limit of £7.7 billion on domestic credit expansion.
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To counteract the negative effects of price controls on profitability and
encourage investment and employment creation, the 1975 policy of fiscal incentives
was continued., 24/ 1In the first half of 1976 company taxes were reduced and
deferred and budget appropriations for capital expenditure appreciably inereased,
The September stabilization plan included a $700 million fund for meking low-cost
(8.5 per cent) loans to small- and medium-sized enterprises, as well as additional
support for job-creating activities in the public sector., Despite these and other
increases in expenditure, the improvement in revenue resulted in = near halving of
the budget deficit, which had reached 38 billion franes in 1975. 25/

Among the major countries the only other one to suffer from the threefold
imbalance in 1976 was Canada, where unemployment continued to rise, price increases,
though decelerating in the second half of the year in the wake of good crops, edged
upwards again in the first half of 1977, the current account registered anather, if
slightly smaller, deficit in 1976, and reserves began to shrink after mid-1976 and
the exchange rate to weaken. The main instrument for stabilization during the
period was the Anti-Inflation Board, set up in October 1975 to administer a system
of selective but mandatory wage and price controls. Under its influence major wage
settlements were almost halved between the first helf of 1975 {an average of
19 per cent) and the second half of 1976 (10 per cent}, though only at the cost of
a sharp increase in the number of working days lost through strike action. Profit
margins were periodically adjusted and in September 1976, in order to stimulate
investment and job creation, the rules for compensating for cost increases were
relaxed somewvhat.

In general, fiscal policy was also aimed against inflation: in the 1976/77
budgets - both central and provincial - revenues were planned to rise more than
expenditures, The bank rate was raised to 9.5 per cent in March but, in the light
of the slow growth (7 per cent on an annual basis) in money supply, it was lowered
to 9 per cent in November and 8.5 per cent in December. The continuation of a
large external deficit (over $4 billion) was the main factor behind the depreciation
of the Canadian dollar that began late in 1976. The resultant increase in import
prices was supplemented by protective action (in respect of textiles and clothing,
for exampie) and along with an increase in energy prices was soon discernible in an
acceleration in the consumer price index.

The remaining members of the group of major industrial countries - the Federal
Republic of Germany, Japan and the United States of America - were under less
external constraint during 1976 and, partly as a result of this, tended to have
somewhat greater success in dealing with their internal dmbalances. Facing the
same dilemma, however, these countries also found their ability to pursue a firm
policy against price inflation severely circumscribed by its inimical effects on
employment.,

g&/ Some of the 1975 measures are likely to have influenced 1976 activities -~
loans to local authorities, for example, and deductions from the VAT iiasbilities
of business of 10 per cent of the cost of capital goods bought in 1975.

gé/ Most of the increase in revenue reflects the recovery in activity in 1976,
but part came from higher excise duties on tobaceco (from July) and petrol (from
November), and a substantial increase in income and other taxes designed to finance
the payment of I' 5,5 billion compensation to farmers injured by the summer drought,
as well as to make good shortfalls in the social insurance accounts. And part of
the reduction in the deficit stemmed from economies in state spending.
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To hold down the rate of increase in prices below the 6 rer cent registered
in 1975, the Federal Republic of Germany pursued a cautious Tiscal and monetary
policy in 1976. The increase in public expenditure (7.6 per cent) was the smallest
of the decade and the ratio to gross national product, having risen from 40 per cent
in the second half of the 1960s to 48.5 per cent in 1975, receded to 47.5 per cent
in 1976, 26/ With the recovery in activity, revenue rose more steeply end the
public sector deficit was reduced to 45 billion Deutsche marks from DM 61 billion
in 1975. With the Government borrowing less and the demand for private credit
still very slack, the expansion in money supply was below target (8 per cent annual
rate) in the Tirst half of the year. An influx of speculative capital increased
the liquidity of the commercial banks, however, despite the raising of the minimum
reserve requirements by 5 per cent in May and another 5 per cent in June and the
sale of bonds by the Bundesbank. As a result, by November the expansion in the
money supply was somewhat above target. Helped by a further appreciation of the
Deutsche mark, the rise in import prices was limited to about 3 per cent and the
increase in the domestic price level was held below 5 per cent.

The number of unemployed doubled between 1974 and 1975, however, and the
number of reported job vacancies dropped to sbout a third o' the 1971 level.
Against this background, negotiated wage agreements were relatively modest in 1976:
the pattern was set by the metal workers who settled for a 5.4 per cent increase in
January. Subseguent settlements - by public servants and employees of the steel
industry, for example - were in the sanme range. The average increase in real
earnings in manufacturing for the year was not much above 1 per cent, With little
headway made against unemployment in 1976, trade union attitudes tended to harden.
The 3.5 million metal workers negotiated a 6.9 per cent pay increase at the
beginning of 1977, which allowing for Tringe benefits, translates into a gain of
over 8 per cent in hourly rates. To prevent wage increases of this order from being
inflationary in the face of lagging investment and slow expansion in production,
official policy was directed towards increasing the mobility of labour and the
quality and relevance of training, the introduction of a nev four-year
DM 16 billion investment programme in the public sector and a slight easing of
monetary conditions so as to faeilitate private investment. 27/

Vhile the Federal Republic of Germany sav its external surpius reduced in
1976, Japan experienced a massive swing from deficit to surplus; indeed, the
expansion in exports on which this swing was based was the mainstay of 1975/76
recovery. The resultant appreciation of the yen helped to hold the rise in import
prices below 1 per cent, with advantage to internal price stability. Under pressure
from partner courties various steps were taken to counteract the surplus:
administrative obstacles to increasing imports and investment were reduced;
stockpiles of oil and minerals were expanded; overseas lending and tourism were
encouraged and borrowing from abroad discouraged; and investment in resource
development in Indonesia and Iran and elsevhere, held up during the recession, were
pushed ahead.

26/ At 2.6 per cent the rise in public consumption between 1975 and 1976 was
not much more than hal?f the 1971-1975 average.

27/ Partly under the influence of a 7.5 per cent investment grant, which was
in effect till mid-year, there was some recovery in fixed capital formstion in
1976, but even allowing for this 4.4 per cent increase, the average rate of growth
in investment over the 1971-1976 period was virtually zero,
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As in the Federal Republic of Germany, the gtate of internal equilibrium in
Japan showed some improvement , but both price inflation and unemployment remained
sacomfortably high, With the ratio of wnemployed to job vacancies about twice
the pre-irecession level, the spring wage negotiations resulted in a rise of less
shan 9 psr cent in 1976 - compared with 13 per ceat in 1975 - and the customary
sunmer bonuses were much smaller than usual. The upswing in production boosted
rovernment revenue, and since there was 1ittle rise in expenditure, 28/ the 1976
dericit was only half that of the previous year. At h.4 per cent, the growth in
public consumption was far below the longer-term average. The central bank
discount rate, which had been reduced sharply in the recession, was held at
6.5 per cent in 1976. It was not until late in the year, in the wake of a marked
deceleration in industrial production, that a more stimulative policy was adopted.
A supplementary budget, introduced in October but not approved by the Government
until December, provided ¥ 356 billion for investment in railway, telephone and
telegraph and other public works. gg/ At the same time, the equivalent of
$3.5 billion was made available for tending for various private projects, including
electric power and oil-refining, small business and residential construction,
Shortly afterwards, in the regular 1977/78 budget, provision was made for a further
20 per cent expansion in public works outlays, which along with a cut in income-tax,
is  likely to result in a record deficit. At the same time cuts were made in the
discount rate, first to 6 per cent and then, in April 1977, to 5 per cent. The
outcome of the spring bargaining over wages was an inerease of 8.8 per cent, the
same as in 1976 and just about equal %0 the rate at which retail prices were still
rising.

As indicated above, the massive ($18 billion) recovery-induced swing in the
trade balance of the United States of America between 1975 and 1976 had remarkably
1little effect on the value of the dollar in relation to partner currencies. It was |
not until well into 1977 that - with imports continuing to climb and the current !
account lapsing into deficit - the doilar began to depreciate, especially against
the Deutsche mark and the yen, No girect action was taken to support the exchange
rate, though one of the principal reasons for its decline - namely, the large and
inereasing imports of petroleum - was addressed in longer-term measures designed
inter alia to conserve energy and encourage domestiec production.

The problem of chief concern continued to be price inflation, though under the
influence of improved food supplies and higher labour productivity, 30/ the rate of
increase moderated slightly during 1976, After a period of vigorous growth early
in the year, the targets for monetary expansion were lowered slightly and the actual
rate of increase of M { currency and demand deposits) in the second half of the year

28/ The 1976/ 77 budget provided for a 14 per cent increase in outlays, the
smallest rise in 11 years, even in nominal terms. Not passed until May, it
allocated a fifth more to public works and four fifths more to export finance,

29/ In December 1976 there was also a rise in public sector wages and a
general increase in charges for telephone, telegraph and transportation.

30/ Output per working hour in mepufacturing was 6.5 per cent higher in 1976
than in 1975, the highest year-to-year increase of the decade., As a result, unit
isbour costs, vhich had risen by 10 per cent in 1974 and over 11 per cent in 1975,
increased by less than 1 per cent in 1976. In the course of the year, however,
with employment expanding rapidly, productivity declined and unit labour costs
rose,
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was less than 5 per cent, §;/ Interest rates declined for most of the year,
however, and the Federal Reserve Bank's discount rate was reduced from 6 per cent
to 5.5 per cent in January and to 5.25 per cent in November, The Federal Budget
registered another large deficit but, at $56 billicn in 1976, it was well below the
record of over $75 billion of the previous year. Because of a lag in expenditure
in the first half of the year, the expansionary effect of this deficit was slightly
less than was intended, 32/ and it was offset to some extent by a swing in the
combined budgets of state and local governments, which if social insurance funds
are excluded, moved from a $5 billion deficit in 1975 to a small surplus in 1976.

Though down from the 1975 peak, the rate of unemployment remained unacceptably
high, especially among blue-collar workers (about 8 per cent in mid-1977),
20-2k year olds (over 10 per cent) and teen-agers (over 18 per cemt). While the
number of experienced workers in the ranks of the unemployed, having risen from
2 million at the beginning of 197k to nearly 5 million in mid-1975, had receded to
3 million by mid-1977, the number of new entrants into the labour market unable to
find employment continued to rise from 2 million at the beginning of 197k to
3 million in mid-1977. Against this background and with business investment still
lagging, the Govermment signed into law in May 1977 a $20 billion programme for the
creation of summer jobs,

Among the smaller industrial countries the only one to have followed the
generally non-interventionist policies of the Federal Republic of Germany, Japan and
the United States of America in 1976 was Switzerland, vhich as indicated above, was
glso in external surplus. With vholesale prices declining, retail prices rising by
less than 2 per cent a year and unemployment reduced from a peak of 32,000 in
February 1976 (just over 1 per cent of the labour foree) to about 10,000 in
mid-1977, 33/ Switzerland was in better economic balance than any other developed
market economy. This was achieved at a low level of activity, however, with both
private consumption and fixed investment down for three successive years. Behind
the decline in unemployment lay a large-scale exodus of foreign workers, down from
900,000 in early 197h to 580,000 at the end of 1975 and 516,000 at the end of 1976.
The strength of the franc - at the end of 1976 standing 60 per cent above its
mid-1970 value on a trade-weighted basis -~ has been based in large measure on
capitel inflows and has created difficulties for some of the country's export
activities, including in particular the watch and teourist industries. Official
policy was mildly expansionary in 1976: the budget deficit increased to about
1.7 billion francs and the discount rate was reduced to 2.5 per cent in January
and 2 per cent in June,

31/ Targets for the rate of increase in the main ronetary aggregotes begpan to
be pugiicly announced in May 1975 in the form of a range. TFor Ifj the range for the
Tirst three quarters of 1276 was 5-T.% per cent: in the fourth quarter,

L.5-7.5 per cent; and in the first gquarter of 1977, 4.5-6.5 per cent.

32/ Actual expenditures fell short of projections made in January 1976 by
$5.5 billion in the First quarter, $13.8 billion in the second and $1.8 billion in
the third. Then, in the last quarter, as a result of legislation adopted during
the year, there was en over-run of $10 billion, almost entirely in 4transfers and

Erants.

33/ Short-time work had also been eliminated. It should be noted, however,

that until 1975 unemployment was negligible.
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The only other developed market economy in external surplus in 1976 was the
Netherlands, where despite a fairly strong recovery in production, unemployment and
price inflation showed only a slight asbatement, Monetary policy was tightened in
the course of the year, and in a series of steps the discount rate was raiged from
L per cent in Februery to T per cent in August before being lowered to 5 per cent
in January 1977 in the face of a further rise in the ratio of unemployment to job
vecancies. The system of price controls instituted in 1972 remained in effect and
late in 1976 was actually tightened, but with costs continuing to rise there was
only a slow deceleration in the price trend. One reason for this was a further
7 per cent increase in import prices, despite the appreciation of the guilder.
Another reason lay in the increase in indirect taxes - on petrol in April, for
example, and later in the year a general rige (from 2 to 18 per cent) in the VAT
on non-essential goods. And in the background was a rapid increase in domestic
liquidity arising from the lead taken by public consumption in the recovery and the
large increase in the government deficit, which could not be wholly financed in the
capital market.

Rates of pay were frozen for part of the year, but minimum wages were raised
by 7.2 per cent in January, a pumber of exemptions and adjustments conceded in
February and a general flat rate increase of 30 guilders per month granted in July.
Autumn saw the renewal of lengthy wage negotiations in which one of the main issues
was the continuation of the automatic cogt-of-living indexation system. The
Government withdrew from these in November, apd it was not until after 18 days of
plant strikes that a settlement was reached: wage indexation was preserved and a
small inecrease in real wage rates granted,

With the number of unemployed averaging twice the 1973 figure in 1976 34/ and
+the decline in fixed investment showing no signs of coming to a halt, the Government
embarked on a programme to create jobs. Tn June it set up special funds to
subsidize private investment through a system of varisble premiums payable in the
form of tax deductions or tax credits, %o provide wage~-cost gubsidies, to improve
the technological and regional structure of industry and the mobility of labour
and to permit a revision in the tax system so as to reduce the negative impact of
inflation on the computation of profit. This package, which envisaged the
deployment of nearly 3 pillion guilders in 1977 and an annual average of about
double that for the rest of the decade, is designed to support the general policy
of restraining the growth of the public sector share of resources - the so~called
apllective burden", .comprising regular government tax ané non-tax revenue and
social security premiums - to 1 percentage point a year.

The lag in fixed investment was not confined to the Netherlands and
Switzerland. Despite the recovery, 1976 saw a decline in investment in Belgium,
Finland, Iceland, Luxembourg, South Africa, Spain and Sweden. And in most of these
countries, as well as in Australia and Denmark, the ratio of investment to total
production was appreciably lower in 1976 than at the beginning of the decade.

Except in Sweden, unemployment was also considerably higher, and in most cases -
including Sweden but, as indicated above, not the Netherlands and Switzerland - it
was still rising. Efforts to deal with thegse two related phenomena were constrained

by continuing price inflation: everywhere, except in the Netherlands and

rm—

3L/ Notwithstanding a sharp reduction in the number of permits issued for
foreign workers, from 71,000 in 1973 to 50,000 in the last guarter of 1976.
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Switzerland, the rise in prices between 1975 and 1976 was still above the average
for the decade, and in some cases - Denmark, Iceland and South Africa, for example -
there was some acceleration in the early part of 1977. In almost all countries
public consumpticn had been expanding faster than production, claiming an

increasing share of resources and, related to this, most government budgets were

in substantial deficit, Compounding the difficulty for all countries except the
Netherlands end Switzerland was an external deficit: in Demmark, Finland and Spain
this was particularly large - exceeding 4 per cent of the gross national product in
1976. Everywhere it curtailed freedom of movement even more than did the budget
deficit,

The need to deal with the externsl deficit tended to reinforce the priority
that most of the smaller countries gave to reducing price inflation in 1976 .
Monetary policy, however, was influenced by the need to encourage and sustain the
recovery in industrial production, and with the rise in prices decelerating somewhat
from the high levels of 1974 and 1975, restraints were relaxed in some countries,
Domestic liquidity was also influenced by the size of the government deficit and
the way in which it was financed. Thus there were marked increases in the growth
in money supply in Norway and Spain in 1976 and also, at least in the first part of
the year, in Australis and Austria (reinforced by a lowering of the bank rate) and
in Denmark, Ireland and New Zealand, though there was a notable tightening up
later in the year. In Belgium, Finland, South Africa and Sweden the tightening up
oceurred earlier and the year saw a sharp deceleration in the money supply.

Price controls were in effect in many countries, including Ireland, Spain,
South Africa and Yugoslavia. In Sweden many prices were frozen for most of the
year and freezes were decreed in New Zealand in August and in Demmark in December.
In Finland a freeze in effect in the firvst half of the year vas converted into a
control system in the second half. In Norway many prices were frozen in the last
quarter of 1976 and general controls were reintroduced in May 1977. In Belgium a
control system was substituted for a freeze at the beginning of 1976. Almost
everywhere house rents tended to be frozen. However, with costs still rising
steeply in most of these countries and the need for revenue giving rise to various
increases in indirect taxes and in ‘the charges for the output of publiec service
industries, freezes tended to be guite temporary and controls subject to frequent
modification.

Efforts were also made to control wages or at least break or delay the link
between prices and wages. In Finland a one-year agreement on limited wage increases
was reached in February 1976. In Belgium the long established wage/price indexation
system was suspended between April and December 1976 in respect of monthly earnings
over 40,250 Belgian francs and restraints were placed on directors' and professicnal
fees and on company dividends. 35/ 1In April a one~year agreement on limited wage
increases was also reached in Forway. In New Zealand wages were temporarily frozen
in May, In Ireland wage agreements were negotiated with the trade unions, which
allowed a limited increase in the second half of 1976 (3 per cent plus £2 a week ) ,

a three-month pause and then two phased increases (2,5 per cent plus £1 a week)
during the next 12 months. 1In August a two~year programme was adopted in Denmark

35/ In May, however, civil service salaries and allowances were adjusted
upwards.
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limiting, by means of =z 6 per cent guideline, the proportion of price increases
that would be compensated by six monthly wage inereases. §§/

In Sweden, fiscal policies were aimed primarily, and successfully, at
preventing a serious rise in unemployment . With business investment declining in
1975 and 1976 in the face of accumulating inventories and low capacity utilization,
however, there was a rapid increase in unit labour costs, especially in relation to
movements in the Federal Republic of Germany, the country’s major trading partner.
The general weakness in fixed capital formation in the industrial countries, and
the particular difficulties of the steel and ship-tuilding industries, precluded an
early revival of external demand to relieve the developing imbalances. With the
current account deficit rising to sbout 3.3 per cent of total production in 1976
and international reserves dropping by over a sixth in the course of the year, in
April 1977 Sweden devalued the krona by 6 per cent within the Furopean common
maygins arrangement, while adopting a series of measures designed to hold down the
rise in prices and stimulate investment in industries that could esarn or save
foreign exchange.

The external constraint was a severe one for almost all the smaller industrial
countries and the primary exporting countries. The combined current account
deficit of the former exceeded $5 billion in 1976, as against $2 billion in 19Tk
and 1975. If the two surplus countries - the Netherlands with its natural gas
exports and Switzerland with its service earnings - are excluded, the deficit of
the remaining six (Austria, Belgium, Denmark, Finland, Norway and Sweden) is seen
to have risen from $4 billion in 1974 to §7 billion in 1975 and $11 billion in 1976.
The combined defieit of the primery exporting group was even larger - $1b4 billion
in 1976, equal to the combined deficit of the four major countries (Caneda, France,
Ttaly and the United Kingdom) with a passive current account (see table 27).

The task of reducing unemployment in the smaller developed market economies,
raising productivity, holding down unit labour costs and achieving more stable
growth would be materially lightened if demand for their exports were enlarged.

The major countries with large surpluses - excluding petroleum and valuing exports
and imports f.o.b., the 1976 trade surplus of the United States of America was over
$23 billion, Japan almost $28 billion and the Federal Republic of Germany almost
$32 billion - could make a significant contribution to the easing of this external
constraint. In the larger framework of the global ecoromy, guch an increase in
demand in the major surplus countries would help to redistribute the deficit that
will continue to be the counterpart to the positive current balance of the
petroleum-exporting countries - almost $4h biilion in 1976 and a probable

$40 billion in 1977 - now bearing disproportionately on the weaker economies,
including most of the developing countries. It would be a vital first step in
reversing the spiral of defensive actions now being taken or threatened in order to
protect employment or the balance of payments.

36/ The programme also included tax relief and subsidy measures to stimulate
employment and encourage energy conservation.
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(Source and foot-notes to table 1)

Source: Centre for Development Planning, Projections and Policies of the United
Netions Secretariat, based on Organisation for Economic Co-operation and Development,
Main Economic Indicators (Paris) and Main Economic Indicators, Historical Statistics
(Paris); International Monetary Fund, Tnternational Financial Statisties (Washington,
D.C.}; United States of America, Department of Commerce, Survey of Current Business
(Washington, D.C.); Bank of Canada, Bank of Canads Review (Ottawa); France, Institut
national de la statistiques et des etudes economigques, Tendances de ia conjoncture
(Paris); United Kingdom, Central Statistical Office, Economic Trends (London); Japan,
Feonomic Planning Agency, Annual Report on National Income Statistics and Japanese

Economic Indicators (Tokyo).

gj Gross national product at 1970 prices, seasonally adjusted.

b/ Gross domestic product st factor cost.

¢/ From second quarter 1975, data refer to gross domestic product.
d/ Gross domestic product at market prices.

e/ Total of seven countries. In 1970 these seven countries accounted for
B6 per cent of the combined gross domestic product of the developed market economies.

£/ Excluding France.

g/ Excluding France and Italy.
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Table 2. Developed merket economies: change in industrial
employment, 1973-197T

{Index 1970 = 100)

1976/ iy
1977
Country Coverageg/ 1973 1974 1975 19762/ Tirst Second Third TFourth #First
Major industrial
Canada . . . . . Mg 106 109 103  1o0b 105 105 104 103
France . . . . . T 102 102 10D 99 98 98 99 .o -
Germany, Federal
Republic of I 9T 9% 89 87 86 86 87 87 v
Ttely . . .« . . M 103 107 10T 108 106 106 109 109 s
Japan . . . . . Mg 59 99 93 91 92 91 90 90 9C
United Kingdom/ M ok 95 90 88 88 87 88 89 88
United States
of America . M, 10k rob 95 98 97 98 98 98 100
Other industrial
Austria . . . I 111 110 105 103 102 102 104 105 cen
Denmark . . . . M 92 90 T6 T7 78 83 69 78 83
Finland . . 1 107 113 112 108 105 109 110 107 103
Luxembourg . I 109 108 106 103 104 10k 10k 102 102
Netherlands . . M 93 92 Bg 86 86 86 86 &8s
Norvay . . . . &/ 99 100 105 106 102 106 109 107 105
Sweden . . I 100 106 107 10k 105 105 104 103 102
Switzerland . . M 95 96 86 80 81 8o 80 80 79

ce: Centre for Development Planning, Projections and Policies of the United Nations
Secreteriat, based on United Nations, Monthly Bulletin of Statistics; International Monetary
Fund, International Finencial Statistics (Washington, D.C.)} Organisation for Economic
Co-operation and Development, Main Economic Indicmtors; United States Department of Commerce,
Survey of Current Business (Washington, D.C.); Norway, Statistisk MBnedshefte,

&/ M: manufacturing employment
I: industrial employment
The suffix 5 indicates that the series is seasonally sdjusted.

b/ Preliminary.

gj Based on figures for one month rather than monthly averages.
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Table 3. Developed market economies: growth of gross
domestic product, 1971-1976

Change from preceding year

Average,a/ a/

Country group 1971-1976~ 197k 1975 1976
Developed market economies . . . . . . . 3.2 0.3 -1.1 5.1
Industriel countries . . . . . 4 4 . . 3.1 -0.1 -1.4 5.3
Major industrial countries . . . . . 3.1 ~0.h -1.h 5.5
Canada- - [ ] » L] » - - - - L) - » - L) ,'".6 3‘2 0.6 hns
FPBICE . « « « o« o « « + o o « o = 3.8 2.9 ~1.3 k.9
Germany, Federal Republic of . . 2.3 0.5 -3.3 5.6
Italyb/. e e e e s e e e s 2.7 3.4 -3.7 5.5
Jap&n_ ® 4 & & » & & 4 4 2 2 * s » 5-6 ""'lna 2-1|' 6.3
United Kingdom . « « « + « &« & o & 1.8 0.1 ~1.3 0.9
United States of Amerieca . . . . . 2.7 -1.6 -1.7 6.1
Other industrisl countries . . . . . 2.9 3.2 -1.4 3.0
Austri Jooe e e e e e 4.0 k.1 2.0 4.8
Belgiumm . - - . . L] . - L] - - 3.6 ,4.0 "2.0 319
Denmark - - » » - - - . - » - » 206 102 """1..0 h.a
Finland . . . . e e e e e 3.5 4.3 0.1 1.0
Luxembourg . « « e e e e 2.0 3.k ~T.7 2.9
Netherlaﬂds L] - a *« a4 & & = » 3-2 2.2 '0-9 3-7
NOYWAY « « o o ¢ « s o o a s s « » .7 5.3 3.3 5.9
Swedﬁn L) - L] L] - - - L] » . - - - [ 2‘2 h.o 005 2-0
switzerl&nd » « & & w ¥ LI ) - 0»5 1-5 “"‘Toh "’0-8
Primary exporting countries . . . . . L.6 k.3 2.2 3.3
Australia . .« 4 . . . . . .. 3.6 2.1 1.3 3.6
Greece « * & = a L A s & = s 8 . 5-2 "'3-? 6oh 5-8
ICE:L&nd P‘/ = - . . » " - I . L] . L h.3 3-3 -"2-.1. 1-8
Irel&nd » - - - » . - » - - . = . 2-7 Onl "‘0.5 3-5
New Ze&l&nﬁ - L] * - - » - - . 2-2 2-l‘l' "3,-0 -1:5
Portllgal a & 8 8 s & & = 2 » = . 5-3 h-s "‘"2-? 5-0
South Africa . . « v « v « « » « 3.7 7.0 2.1 1.b
SPAIN + 4 v 4 b e e e e e e e e k.9 5.1 0.8 2.0
Turkey - . « 4 ® & & W “« & L] 7.6 8-5 8.8 8..1
Yugoslavi@ « « « ¢ s 4 s s e s s . 5.7 8.5 3.7 3.8

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Yearbook of National Accounts
Statistics, and national sources.

a/ Preliminary.
b/ Gross national product.
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Table 5. Developed market economies: residentisl construciion, 1973-1976

Percentage change from

Type ofa/ Construction in 1973 preceding year
Country measure— (monthly average) 197h 1975 19760/
Mejor industrial countries
Canada . H,c 20 5h8 4.3 -15.7 8.9
France . . . ,c L3 125 -%.0 3.h -12.h
Germeny, Federal Republlc
of . « . . . . .. F,c 5 172 -13.8 -23.9 ~7.G
TLBLY + ¢ o+ o« . s F.e 8 317 -8.h 19.1 -13.7
Jepan . . e e e F,s 13 L2z -26.4 5.4 10.9
United angdom N . W,e 25 383 -B.2 15.2 5.1
United States of Amerlca . N,s 171 500 -3L.3 -13.h 32.h
Other industrial countries
Belgium . F,s 2 638 7.1 18,k 5.0
Denmerk . » - « » » « = F,c 671 ~9.1 -26.7 15.8
Finland .« « » « « « « « » F,c 1 566 1h.5 -4.3 ~23.2
Hetherlands . . « » « « . N,c 12 951 -5.9 ~17.k ~11.6
Norway . . RN F,c 310 -5.5 bk 0.3
Sweden .+ o« . v o« o e e . H,c B 12k -12.5% -12.7 -25.1
Switzerland . . . . . . N,c 2 573 «12.6 -1k4.6 ~-40.8
Primery producing countries
Austraiia . . . . N,e 12 637 -2.8 -11.4 8.8
Greete « « + « » + &+ » = & F,a,P L Las -52.2 k6.7 6.3
Ireland . & N,e 2 036 6.5 2.4 ~15.3
New Zealand™~ . . . . .« « . N,a 2 731 21.2 -16.7 -2.8
South Africa . . . . . . . N,c,P 1 11b 11.2 -16.3 .7
5pBIn + ¢ s x4 e e e e N,e,S-A b 177 ~5.0 17.7 -17.4
Yugoslavia . . « .+ + v .+ N,c 3 397 29.5 5.7 36.6

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

a/ N: number of dwellings

F: wuseble floor space (thousands of square metres)
¢: completions

g: starts

a: authorizations

P:

private only
8-A: State-aided only.

b/ Preliminary; based in some cases on less than 12 months' data.

¢/ Year ending in March of the year stated.
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Table 7. Developed market economies: industrisl production, growth by country group,
1971-1976

(Percentage change from corresponding period of preceding year)

Developed
Component and period market North WEaterg/ Bouthern
economies—/ America ERurope~ Japan hemisphere
Induatrxg/
Average, 1971-1076 socresrvnorans 3.3 3.6 2.7 3.8 3.1
29T et s et nrnrersannsencnenanns 0.2 -0.4 1.2 -2.k4 -0.1
R -6.0 -5.6 ~5.8 -11.3 1.0
1976, iiiirinisecranennrerennns 8.4 10.0 5.8 13.6 3.2
Pirst quarter...vcvevessvevass 7.9 10.0 5.4 12.2 2.9
Becond QUATEeTr...cceratcnsnse 10.0 12.3 6.6 4.k 3.6
Third Quarter....eeevevsveess 8.8 9.7 7.1 13.5 k.8
Fourth quarter......ee.... oo 6.8 8.1 k.2 13.2 1.3
Mining
Average, 1971-19T6 +ceereeracenses 0.7 1.0 ~0.h -5.1 2.6
e -0.7 -0.8 -0.8 -6.1 2.0
K -1.6 0.5 ~4.,0 -5.2 -0.9
1976u et eeenenrnrriensnsosesnnns 1.9 1.2 2.2 - 2.6
First quarters...ceeecevssnses -0.k4 “1.3 1.k -1.% -2.6
Second QUABTtEI...ccavstvroses 0.3 0.9 -1.7 0.6 1.7
Third quarter......eveeeevees 3.8 2.0 6.0 0.6 7.8
Fourth guarter......... Preeas 3.7 3.5 3.4 3.2 3.7
Manufacturing
Average, 1971-10T6 scesererncancs 3.2 3.8 2.5 3.8 2.6
19T e e vn v sreenennsaaneenenns - -0.3 1.4 -3.1 -1.2
1975 taenenuancirsosonsoconnnes -6.6 -6.2 -6.6 -11.% 0.6
1976, et ninsrnrencnsnncannnnns 8.8 11.0 5.7 13.6 2.5
First querter...oveceecsseses 8.4 11.0 5.1 12.6 3.4
Second QUATtEr. eesvcenernone 10.6 13.6 6.9 1,7 3.3
Third quarter...cvsvevevivens 9.5 il.1 T.0 1%.5 3.3
Fourth QUAETLEr..eeviecrnsannns 7.1 8.5 k.3 13.8 0.1

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

a/ Including Israel but excluding Turkey.

"b/ International Standard Industrial Classification (ISIC) 2-4. Because of
differences in coverage, weighting, timing and the measure of compilation, these indices,
which are based on the value added in particular industries, do not always yield the same
results as the aggregation of individual country indices presented in table 6.
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Table 8. Developed market economies: manufacturing production,
growth by branch and country group, 1971-1976

{Percentage change from corresponding period of preceding year)

a/

Average, o/ 1976, quarters—

Country group and branch 1971-1976 197k 1975 1976~ Firat Second Third Fourth

Developed market economieshj

Light manufacturingsj 2.9 -1.1 -3.2 7.8 10.6 9.0 6.9 5.1
Tood 3.1 1.9 -1.1 5.1 7.0 5.1 bk h.1
Textiles 2.4 b Y -h,1 9.1 8.2 12.6 6.1 0.k

Heavy manufacturinggj 3.4 0.6 -8.2 9.4 7.5  11.b  10.8 8.1
Chemicals 5.3 1.k -6.5 12.5 ikl 15.2  12.1 8.8
Basic metals 1.0 0.8 -16.5 7.8 ~1.4  11.3  1h.9 8.1
Metal products 3.6 0.4 ~6.h 8.8 T.%k  10.2 9.5 8.3

North America

Light manufacturinggj 3.7 0.7 -1.9 10.2 15.k  11.6 8.3 6.2
Food 3.0 2.4 -2.0 6.7 10.3 5.5 5.8 5.k
Textiles b1 -3.k -0.8 10.0 26.8  17.3 4,2 4,1

Heavy m&nufaeturingg/ 3.8 0.2 -8.0 11.h 9.1 1ik.6 12,6 9.5
Chemicals 6.1 2.0 -2.8 kb 17.6  17.1  12.5 10.9
Basic metals 0.1 ~1.6 -20.6 2.9 ~2.5 17.6 18.8 7.5
Metal products L.l ~0.4 -6.8 10.8 B.4 12,9 11.B 10.0

Western Europepj

Light manufacturingﬁj 2.5 -0.h4 -L.6 6.0 6.5 6.9 6.3 4.6
Food 3.4 1.8 0.1 3.9 5.1 5.2 2.7 2.9
Textiles 1.6 -2.5 -6.T 7.9 11.0 9.0 8.9 3.5

Heavy manufacturinggj 2.6 2.3 7.6 5.7 kL 7.0 7.3 4.2
Chemicals h.s 2.1 -10.1 10.8 10.2  13.8 13.0 6.6
Basic metals 0.9 4.3  -15.3 6.0 -2.6 B.1 1hk.6 5.7
Metal products 2.5 2.0 k.3 h.0 L h.5 3.5 3.5

Source: See table T.

a/ Preliminary.

b/ Including Israel and excluding Turkey.
¢/ ISIC 31-33, 3b2, 355-356.

4/ ISIC 3b1, 351-35% and 36-38.
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Table 9. Developed market economies: production of new motor vehicles

Passenger cars — __ Commercisl vehicles
Production Percentage change from  Production Percentage change from
1973 receding year . 1973 preceding year
Country (thousands) 197k 1975 1976  (thousands) 107h 1975 1976
MalJor industrisl countries
CanadB uvvevrenrvnneanas 1 228 5.0 ~10.4 8.8 3h8 3.1 5.7 32.9
France .covrenoereavesnnn 3 204 «k,9 ~-3.1 1h.6 396 6.1 -20.0 39.3
Germany, Federal
Republiic of .....vv.n. 3 648 -22.0 2.1 22.3 312 -15.4 9.1 12.5
i 72- 182k  .10.5 -1T.6 2.8 13k 5.h 22,9 8.8
JBPER wiriireranaraneinns b 476 12,1 16.2 10.0 2 616 0.5 -9.6 7.6
United Kingdom ......... 1758 -12.3  -17.2 L7 koo ~2.9 «5.9 ~3.1
United States of America 9 660 -2k.1 -8.5 26,7 2 976 -8.5 -16.7 .2
Other industrial countries
J:ATE 3 o - U - T00.0  -B7.5 300.0 6 10.0 -1.8 22.2
Netherlands ....... ceena 95 -27.03/ -12.7 22.6 13 -1.8 -17.h 6.7
SWeden ..ievicncnanann e 346 -5.2=~"  .2.,9 ~3.8 38 12.5 13.9 -
Primary producing countries
Australis c.iiiciineninn 368 8.1 -9.3 ~2.0 84 18.6 -6.0 -5.1
SPAIN tentiiirianinnnnas 719 0.5 -2.8 T.h 104 10.3 -2,1 -5.3
Yugoslavia veveevenenann 98 iT.1 12.5 1.4 T ~-T.1 30.8
Total cuvievsnnnernease 27 B1B  -15.4 -3.3 16.4 7 k65 -3.0  -11.1 18.2

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

a/ Beginning 1974, deliveries only.
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Table 10. Developed market economies: production of merchant ships, 1973-1976

Tonnage launched Under construction at end of
Country 1973 Percentage change from 1973 Percentage change from
(thousands) preceding year { thougands ) preceding yesr
197k 1975 1976 197k 1975 1976
AuBtraliB. . ooevuoas ces . e ces 12k -1k 27 -19
Belgltm.sou s ceaee 219 -1 -2 -13 278 -17 22 6
Canada. ... ... eeaes cae ven ces vas gL 6 19 .21
DenmAT e s e vansrvenne 021 22 -13 -k L8 L8 -20 -52
Finiand...esreesesss 208 -2 25 ot 297 1k sl 15
France..eees.. Caean 1,124 19 -2 -8 1,k50 18 9 -32
Germany, Federal
Republic of....... 1,804 17 21 -30 1,738 15 -1k -17
GrBeCe. e reresnsans 151 -7 -46 - cee ves oo ves
TEALY e e cvrvrvrrnenans 781 11 -3 -21 1,470 -l 28 -3
JAPAO. . veessararaaas 15,736 12 1 -18 9,94k 12 12 -36
Netherlands......... 892 -19 31 -39 978 20 ~35 -50
NOIWAY e v ennvsssnnns 911 10 L -27 889 -9 -6 -25
Spalf.eeeevaivasunas 1,55k -8 15 -1 1,758 28 -6 9
Sweden.veseacn RN 2,507 -12 12 ~b 2,376 -5 i 15
United Kingdom...... 1,010 25 3 b 2,069 -7 -3 1
United States of
Arerica. . ivaerena 869 -7 2h i 1,436 20 23 19
Yogoslavifi.e v erasen 612 27 -18 e 983 -9 -1 -37

Source: Centre for Development Planning, Projections and Policies of the United Hetions
Secretariat, based on United Nations, Monthly Bulletin of Statisties, June 1977.
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Table 11. Developed market economies: agricultural production,

1971-1976 -

Percentage change from preceding year

Average, / /

Country group 1971-1976% 197k 1975 1976
Developed market economies . . . . . . 2.2 2.5 2.h 1.6
North Americaéj e e e e e e 3.0 0.8 5.8 3.9
Western Europesj e e e e e 1.5 h,9 ~2.3 ~0.8
JaPAR « « + v 0 e e e e e e e e 1.6 0.8 5.6 -
Otherg/ e e e e e e e e e e e 1.8 L.h 2.1 1.6

Source: Centre for Development Planninz, Projections and Policies of the
United Nations Secretariat, based on data supplied by the Tood and Agriculture

Orpganization of the United Nations.

a/ Preliminary.
E/ Canada and United States of America.

¢/ Tneluding Yugoslavia but excluding Cyprus and Turkey.

d/ Australia, Mew Zealand, South Africa; includineg Tsracl.
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Table 12.

Selected developed market economies:

1674 /75-1977/18

{Millions of tons)

cerenl production snd trade,

Pioductiongj Tr&deE/
Cereel and country 197678 1975/16 1976777 &/ 1971/18 &f ITR/45 1915775 197617 &/  19771/7C &f
theos!
hustralia e o 1.k 12.0 2.0 13.5 8.2 7.9 8.4 8.5
Conada . v v 4 v 4w v o o 13.3 7.1 23.5 6.3 1L.2 12.1 12.0 12.5
United States of America L8.9 58.1 58.4 53.5 28.0 31.% 25.k 26.9
Yestern Durope . .« » .+ . . 56.7 L3.5 50.6 5.3 ( 8.3 9.1 5.1 6.5
(~56.7 ~h8.5 -50.6 ~54.3
World . ‘o 356.4 350.1 hiz,0 397.0 63.9 65.8 59,1 £3.9
Ricegj
Australia . . . . . . . . ok o.h 0.4 0.5 0.1 0.2 0.3 0.k
United States of America . k.2 5.1 5.0 5.3 1.7 2.1 2.0 Q.2
Western Europe . +» » « « o 1.1 1. 1.0 1.0 -0.6 0.6 ~0.9 0.7
HOTLA © o v v v v o v v v 32h.3 330.0 352.4 3hy.0 T.5 7.2 a.1 8.0
Conrse ggains&/
Australia . « . v o« v o« w0 4.3 5.5 5.1 6.6 2.9 3.2 3.0 3.8
Canada . + + « « v v « v & 17Tk 20.0 21.2 20.1 2.8 h.9 4.8 L.k
South Africa .+ « « w + v 9.7 7.8 10.1 9.6 3.5 3.k 1.8 2.7
United States of Americs . 150.,5 184.9 193.1 19,9 3h.3 k6.5 51.8 hz2,0
Western Rurope P 85.1 81.6 12.4 8.5 { k.5 5,0 1.5 H.5
(-26.7 -2h .k -36.3 -30.1
Wordd v « « v v o o s s 620.4 634.3 690.1 691.7 63.7 76.6 Bo.1 .8
Source: Centre for Development Planning, Projections and Policies of the United Naetiona Secretariat, based on

United Stetes Department of Agriculture, Foreign Agriculture Circuler, FG6-TT7 (Washington, B.C.).

af Crop years, July-June,

é/ July/fune years, except for rice, for which the data refer to the calendar years 197h-1977. The positive figures
refer to gross exports, the negative figures to gross imports.

¢/ Preliminery.

&/ Projection.

e/ Including trade in wheat flour.

f/ Production is measured es rough rice, trade as milled rice.

g/ Maize, bvarley, oats, sorghum, millet and rye.

50w




{s8=d ButsoTTOI HO HBIOU-300] PuUB uuuﬁomv

Mhmmmm /o o8t [past

s v -

o1
6¢

25 1T
&1~ 4t
€1

6¢ eed

fo*ol/pés
- 2

LN -
8T

ST
/P9
&1

1L
61

9
gc-
#I

$1-

"2

gt-
Lt~

1=
- ¢

o~
ge-
151

JAS

1ot

S L 112

266

69T

8T it

62¢
6oL

oY1
€l
L

I~
Z- 1

#le &
olg

e cly L

2Ly

9%y ¢
00¢ ¢

0g6 T
#0l T
e 2

8
o T

20 1
261 9
080 T
98-

096 g1

L

WI
m:
It

o2
91-

T,

|5 o1-

- dl

e6L B¢y 1
geteg  L-

0gs L5S 2

S
61

0H0 ‘T

"+ +BOTAIY HRROS
++ e pURTBaZ AN
-c.co-o’ﬂﬂﬂmh
seescagITRILENY
FaTIMUNOY ISYL0

*++rrgIARTBORNY
no.n.-o-hmxhﬂa
‘0t pueTIaZY s
<essveesipapang
seesersapyRdg
--.-.Mﬁmﬂﬂkom
-..-o-hﬂ?hoz
-..o.a.muuwhu
ceessseegrIyany
adoang xagyp

‘wopBuTH payTuUn
** v+ gpuUBTIagleN
s v e e BanoquEs N
cu-c.-ccqchﬁmPH
uo-!nun-@ﬂﬂ.ﬂ”&
*+30 a1Tqnday

.

4

.0

TeIopad ‘AusuLIan

tesserssraOUBIY
vreer s ey T gEH]
ca-lunuaﬂﬁwﬂvm

-cc-oclhpﬂﬁﬁaﬁou

STWOUOIH ueadoams

wOTISWY JO
s2989g PaITHR
epBUR)
BOTIBWY TIION

198ism padoToAsq

SL6T

IBd
Butpeaosad

Em@&mﬂ

{um

/B

9L6T _ Gl6T

JBak

Huipaosad (aMy

/e

gL6T _ GL6T(s37I0THA

Juak ~BIafy /B
Buipsosad  puwe

moxy afusyo UOTTTTIq) uoly sBuwyd UOTTTTq) WOl sfusgd -nous )

Yafwquadyad  4)61

afwquaniagd AT

afggusnded  HL6T

9léT  ¢leT
Je8

Butpevsad (suog

9
=9l6T Gl6T (ausTea
% I8 -inba

Buipessad Twod Guoy

moIJ sBusys UOTTTM} Wory 3Busyd UoTTTIMm)

afequandad #1617

aBejuaoged 4l 61

J2a0d JBITOTYN

A370TI308T50IpAY

589 TBIN1BY

matoxsd apna)

gfanJy pITos

AIqunod

9L6T-4Ll6T “4Basus Jo uorgonpoxd

{S3THOUCDS g9MIem padoToasg

‘ET ITaBL

51—



(Source and foot-notes to teble 13)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics and World Energy Supplies 1971-1975 (United Nations publicatiom,
Sales No. E.T7.VIL.4); Economic Commission for Europe, Bulletin of Blectric
Fnergy Statisties for Europe; and national sources.

a/ Preliminary.

E/ January-September compared with corresponding period of preceding year,
¢/ Fiscal year beginning 1 April.

d/ Public utilities only.
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s/

Table 1k, Developed mesrket economies: net imports of petroleum, =

1973-1976

Ret importsg/in 1973

Index {1973 = 100)

Country (millions of tonms, 197k 1975 1976—/
crude equivalent)

Major industrial countriesg
CBﬂ&d&. ------- A P B R A AP EE R RN ‘1‘0.2 30 d/ L)
FrBOCE. coersvnrnsensansnens 128.8 98 8o 91
Germany, Federal Republic of 1434 91 By ol
THBIY .o inosrnssrnnanenns .. 98.3 100 80 93
JAPAN. s resreerassasennnses 269.7 97 89 93
United Kingdom...oooenosrns 117.1 a7 5 T
United States of America... 300.1 98 g7 118

Qther countries
AuBtria’.lIIII"I'II'!I‘.QI 9.2 91. 88 103
Belgilm. e cevsvvreannns ceeee 26.6 105 82 9k
D&nm&rk-.........;..-.-.--. 18!3 95 89 87
Finlend...... erereniaeees 13.5 101 9k 98
GIreeCE. e nenrostnssssssnse 13.0 86 84 cee
Ireland..covecernnes cereras 5.4 99 99 96
Netherlands.....ooeveveaens 4i,1 64 52 71
NOLWBY . oeessssrosnoeanonnns 7.9 17 e/ e
POTtUZBLl. s s irnareoanrone 4.2 146 128 146
Spainl'l..‘.'l'l-lll-...." 31.2 125 126 1‘“9
s_weden.--l'.'ll".l...l.ﬂl' 28‘8 97 1w 99
Bwitzerland......coevervras k.0 92 . Bh 90

Source Centre for Development Planning, Prolections and Policies of the
United Natlons Secretariat, based on World Energy Supplies,

1971-1975 (United Nations

publications, Sales No, E. TT XVII,h); Energy Economic Research, Ltd., 0il and Energy

Trends (Berkshire, England).

a/ Crude petroleum and products.
gj Minus sign indicates net exports.

¢/ Preliminary.

d/ Canada swung from net exports of 3 million tons in 19Tk to net imports of

b milTion tons in 1975.

e/ Norwey swung from net imports of 6.1 million tons in 1974 to net exports of

1.5 million tons in 1975 and 5.5 million tons in 1976.
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{(Source and foot-notes to table 17)

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

a/ Including Israel and excluding Turkey.
b/ Excluding Israel and including Turkey.
¢/ Preliminary.

d/ Australia, New Zealand and South Africa.
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(Source and foot-notes to table 19)

[P —

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

a/ Preliminary.

Ej January and February for Turkey; February for Iceland; and January
for Cyprus.

P._/ The country group aversasges are calculated from the geometric meens
of the country data in index form. "All items" is weighted by private
consumption in 1970, "food" by food consumption in 1970.
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Table 20. Developed market economies: change in wholesale prices, 1971-1977
(Percentage change from corresponding period of preceding year)

Average 1976 1977
Country 711976 9TH 915 1976 gt e I
Major industrial countries
Canadaé/ ................ 10.2 22.p 6.7 L.3 k.6 6.0 3.3 3.3 7.7
France~ ..veinvinriennnn 7.5 33.2  -17.6 13.0 -2.1 12.9 19.7 @22.4 20.9
Germany, Federal
Republic of ie.venuern, 5.9 13.b4 .7 3.9 2.7 %.8 4.6 k.5 3.9
I681Y. e vennenns Ceeresans 15.4 ho.7 8.6 22.9 10.3 23.0 26.8 31.1 28.3
JapAN. . nrsaneans ceeans 8.8 51.h 3.0 5.5 3.5 5.4 6.8 6.4 b.7
United Kingdom......... . 20.0 4LB.9 9.3 27.2 20.8 29.7 23.% 28,9 28.2
United States of America 8.8 18.9 8.6 h.h 4.8 5.2 h.p k.1 5.9
Other industrial countries
L1113 30 - DA 6.2 15.1 6.2 5.8 k.1 5.5 6.4 6.8 .e
Belgium.vvoevrnnnnn, cann 6.7 16, 1.3 7.1 6.0 8.1 7.5 6.7 6.0
L1315 70 o 9.7 22.2 5.8 7.3 f.2 8.6 8.9 9.0 8.3
Finland...., eiisreeans 13.2 2.4 13.5 11.3 9.6 9.1  12.9 13.7 12.99/
Netherlandswh.ocveenveess 11.9 33,1 1.9 B.1 ces - 9.1 5.2 L.
NOTWEY s evversnoneeaness 8.5 18.% 9.7 7.8 6.3 9.1 8.7 7.4 7.3
BWEAEN. it vrinrn i 9.9 24.8 7.3 8.6 6.3 9.2  10.6 9.7 9.6
Switzerland.....oveeine. k.5 16.1 -2.2 ~0.7 ~5.2 -0.6 0.5 1.0 1.5
Primary producing countries
pustraria® ....oo.n..... 8.8 1.1 6.0 11.7 2.5 12.3  15.5 12.0 16.0
Greece...... Cerarererens 4.6 36.7 6.8 .0 11.2 .7 154 14,6 13.6
Ireland...oevvevenvonens 14,3 11.6 25.7 19.7 16.5 17.0  21.7 23.3 cen
New Zealand.....ovvveeas 12.1 3.1 2.1 a2h .y 25.k 26.3 26.5 22.9 1.5,
Portugal...... frrererann 13.0 28,3 15.4 19.1 16.2 Wk 19,9 25,4 eh.éu/
Spain....neens.. e LA 182 12k 154 15 155 Ly 168 15.8Y/
South Africa....v..c.... 2.6 18.0 17.4 15.1 4.5 6.6 15.6  1k.3 15.0
TUIKEY e rssnnaveoronnnns 17.9 29.9 16.1 15.7 8.8 6.3 18.7 22.h4 -
Yugoslavig.ieivreinnenns 19.3% 29.9 21.9 6.1 9.0 5.2 L.o 6.5 7.5

Source: Centre for Development Planning, Projections and Policies of the United Nations
Secretarist, based on United Hations, Monthly Bulletin of Statisties.

a/ Raw materials only,
b/ Jenuary,
¢/ Basic materials only,

4/ January-February,
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Table 21. Developed market economies: change in import prices, 1971-1976

Countr Average, Percentage change from preceding year
v 1971-1976 197k 1975 1976
Major industrisl countries
CANBAB . soeensnmsasensnsaracess 8.2 23.3 15.8 0.6
FranCE . erenarann treunsannenany 11.2 k6.8 3.7 10.5
ermany, Federal Republic of,. .9 25.3 -0,1 3.3
TtalY e cevenncassssananssan paas 21.h T3.4 6.2 25,1
JEDAN . e vssevsuasarennasaansans 12.9 77.8 9.0 0.9
United Kingdom..iiveevennvenns 19.3 52.3 12,2 22.3
United States of America...... 14,3 50.3 8.3 3.1
Other industrial countries
AUSETIA. cuvrnrnaanancsasinaans 5.k 19.3 3.1 2.2
BelgitMaeeaevasas Criesesacnens 7.9 3L.2 2.8 7.5
Denmark®! e veiensnoaas Creeee 10.2 36.k 3.7 7.2
Finland...eeeeevvenosacenansse 13.3 h3.h 9.2 L.5
HetherlanfS..veveersnansnssnas 9.2 37.8 1.9 6.9
NOTWEY tasaasesnonsnssnssnaseane 8.3 es5.7 6.3 6.6
OWEEN. tvvvernecssasesansrsans 10.9 36.L 4.8 7.5
Primary producing countries
Australifie.esecrnerancarenaaan 13.5 39.5 26.0 10.1
CYDTUS e e nsevacavencancsennsan 9.6 34,1 10,4 1.8
IBECE s euaneransencasascsnsea 16.7 7.2 18.0 B.5
TCElant. e cervovossransasinsnns 26.0 L8.T 6h.3 18. 41/
Treland...eeevesovansasssasnan 16.7 46,0 20.9 1.3
MBIG8. cveerssasonnsrnrannracns 13.0 36.3 6.8 3.0
New Zealand....ccess ceresrnans 15.5 28.8 27.5 23.7
POrtugtl.eesavsssossnannancans 13.0 31.9 10.9 19.5
South ATrica..eereesasssaninss 15.h 18.5 2k.5 22,7
SPBINereernsaricbascsnassesan 18.7 Th.9 6.3 20,1

Source: Centre for Development Planning, Projections end Policies of the United
Nations Secretariat, besed on International Monetary Fund, Internationel Financial
Statisties (Washington, D.C.)}.

a/ Excluding ships and aircraft.

b/ Estimate bmsed on three-quarters average.
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Table 22. Developed market economies: change in resl hourly earnings of
workers in manufacturing,ﬁ/ 197T1-1977

Percentage change from corresponding period of preceding yearE/

Country Average, 1976, 1977,
N _ 1971-1975 197k 1975 1976 Fourth First
AuStralisd.. vy v irrnanan L.k 10.7 3.6 0.5 3.0 ‘e
e P . 5.0 2.7 10.k 2.2 2.6 0.6¢/
Belgiime cvsrvrnronsnnnsos 6.3 7.5 .7 2.5 2.3 e
P e .. 3.8 2.1 4.6 5.8 5.7 6,34/
Denmark..veeeresrnes Ceaan 6.7 5.5 9.2 3.1 -1.5 v
FANYENA. vt eninrieenann. boh 5.7 2.5 0.2¢/ -5/ ..
Tr8NCE. canvransnars cnneen 5.0 k.g 5.k k.6 ks 5.6¢/
Germany, Federal Republic of 3.6 L.y 2.9 1.1 1.8 .
[£320:7-7,1- DU 5.7 -0.6 10.0 1k.8 .7 .
Treland....oeessnrenenins 5.1 2.6 6.5 1.98/ b/ e
TEBLY et iinnntrannniannes 6.6 2.8 8.3 2.7 5.9 8.3¢c/
JepaN. .ttt . 5.4 1.5 -0.b 3.2 3.7 2.0d/
HetherlandS.ues e rvnerees b,0 7.7 3.1 -0.5 -0.7 -5.6¢/
New Zesland....... Cevae. 1.9 1.9 -0.5 -4.9 -3.2 cen
NOPWRY v e certnrronnsnansas 5.3 7.7 7.0 7.0 T.9

15]27: % & « I . 3.5 15.6 2.1 10.7 9.8 .
BVEACT. ¢ vvvevrrnrnanarns 3.8 1.0 k.6 7.4 1.9 2.34/
Switzerland......... veaes 1.1 0.9 0.5 -0.b -7k vas
United Kingdom...... ceres 3.5 1.1 h.5 2.8 -2.5 -7.6¢2/
United States of America. 0.8 -2.5 0.1 1.8 3.0 2.3
Yugoslavig. v ieeaes raaae 1.5 6.8 -3.09 3.0 6.6 ..

Source: Centre for Development Planning, Projections and Policles of the United Nations
Secretariat based on United Nations, Monthly Bulletin of Statistics; Organisation for
Economic Co-operation and Development, Main Economie Indicators (Paris).

a/ inciuding mining in the case of Austria, Denmark, Sweden and Yugoslavie; including
construction in the case of the Netherlands; firms employing 20 persons or more in the case
of Canada; male workers only in the case of Australies, Austria, the Netherlands, New Zealand
and Norway; monthly earnings in the case of Japan and Yugoslavia; erll activities in the
cage of Spain. Data refer teo hourly rates in the case of Australia, Austria, Belglum, France,
the Federal Republic of Germany, Italy, the Netherlends, Switzerland end the United Kingdom
and weekly rates in the case of New Zealand.

E/ Change in money terms deflated by the concurrent change in the consumer price index.
3/ January-February. 5/ January-August.

d/ January. h/ Second quarter.

e/ January-September.

f/ ‘hird quarter.
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{Source of table 2h4)

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

Financial Statistics (Washington, D.C.); Organisation for Economic Co~operation
and Development, Main Economic Indicators (Paris).
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Table 27. Developed market economies: current account balances,
by groups, 19Th-1976

(Billions of dollars)

Country group 1974 1975 1976

All developed market economies ..... sranesanas -31 -3 -22
Major industrial countries (7) ......... cenn -16 12 -2
Other industrial countries (8) ....veevennen -2 -2 w5
Primary exporting countries (12) ........... -13 -12 -14
Surplus countries (S)EJ....,................ 10 26 18
Deficit countries ...eevvveenenss Ceereeraaas -h1 ~-28 ~39
Major industrial (h)kj......... ........ - -2k -9 -1k
Other industrial (6) . vevveerensrnnennss " ~T ~11
Primary exporting (12)9/... ...... cesennsas -13 ~12 -1k

Source: See table 2L.

&/ The Federal Republic of Germany, Japan end the United States of America
among the major industrial countries; the Netherlands and Switzerland among the
smaller industrial countries.

b/ Cenada, France, Italy and the United Kingdonm.
¢/ Austria, Belgium, Demmark, Finland, Norwey and Sweden.

d/ Australia, Cyprus, Greece, Iceland, Ireland, Malts, New Zealand,
Portugal South Africa, Spain, Turkey mad IugoslaV1a.
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Figure I,

Exchange rates of the major currencies, trade weighted
ageinst 20 trading partners, 1975-1976

160—]

55—

150~

14 G

140

136w

130

125

120

115d

130

105

100

95—

60—

G5

Swiss franc

Deutsche mark

S Guilder

Belgian franc

. French franc

Doliar

Pound sterling

.Iaol0!|conc

» Lira

Source:

Centre for Development Planning, Projections and Policies of

the United Nations Secretarist, based on International Monetary Fund,
International Financial Statisties (Washington. D.C.).
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Chaptey II

ECONOMIC DEVELOPMENTS IN THE CENTRALLY PLANNEDR ECONOMIES

Esstern FBurope and the Union of Soviet Socielist Republics

The first year of the new planning quinguennium, 1976, was a difficult one for
many of the European centrally planned economies. "The growth in output, though still
substantial by world standerds, was in most countries below planned rates and also
below the trend values for the first half of the decade. A number of internsl and
external factors converged to bring about this result.

The agricultural situation clearly had a significant impact on over-all
developments in 1976. Several countries experienced the second poor harvest in a row.
In others - especially the Soviet Union -~ where the crop sector showed a large
increase, livestock output declined owing to fodder shortages thet occurred during the
early part of the year as a result of the 1975 harvest failure. The severe
egricultural setback will continue to affect some of the centrally planned economies
into 1977 snd 1978. Certein imbalances in the agricultural growth pattern of the
first half of the decade -~ for instance, the expansion of livestock herds ahead of a
sustaineble fodder supply capacity - required adjustments that are reflected in the
structure of development policy for the rest of the decade.

A second block of events of largely external origin and which significantly
affected the 1976 outcome relates to the shifts in world raw material, and especially
fuel, markets that occurred in 1973-19Th. Because of the special price arrangements
among the members of the Council for Mutual Economic Assistance (CMEA), the resulting
massive changes in the terms of trade did not begin to affect the centrally plenned
economies seriously until 1975. The impact of these changes can be seen both in
1975~-1976 developments and in the structure of the national five-year plans and CMEA
programomes.,

A new feature in the 1976 economic picture is the evident sericusness of the
intention to constrain the growth of imports from non-socislist countries to a level
below that of export growth in order to hold down the increase in the foreign debt.
Though only partly successful in 1976 - the over-all deficit of the group appears to
have been only slightly below the record 1975 level - this policy is bound to have
significant implications for the structure of internal development in several of the
East Buropean economies.

In the balance of finel uses of domestic resources, a very sharp deceleration of
investment growth was a notable feature in the 1976 development of all countries
except the German Democratic Republic. While the change was in accord with the
priorities of the new five-year plans, in several couwtries the shift seems to have
been rather sharper than intended.

Production and supplies

Total output (real net material product) of the centrally planned economies of
Fastern Europe and the USSR increased by 5.3 per cent in 1976, about the same rate
as in the preceding year. Natiocnal income grew by 5 per cent in the Soviet Unionm,
slightly faster than in 1975 (4.5 per cent), and by an average of 6 per cent (as
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against 7.5 per cent in 1975) in the Eastern European socialist countries. 37/ The
range of growth rates was from 3 per cent in Hungary to 10.5 per cent in Romania
(taple 28). In general, higher rates were achieved in the less industrialized
economies, indicating continued gradual narrowing of the relative gap between them
and the more highly developed members of the group.

The 1976 national plans were generally scaled down not only as a result of
input constraints, the influence of two poor harvests and an unfavourable external
economic environment but also as part of the effort to raise efficiency and improve
the composition and quality of output, which is a central feature of the medium-term
development programmes for the second half of the decade. The slowdovn in over-all
growth in the first year of the 1976-1980 plan was hardly dramatic, but it is
significant that almost all these economies {except Romania) lagged behind the plan
schedules. The under-fulfilment of goals was mainly the result of the wesk
performaence of the agricultural sector, which in most of the Lastern Furopean
countries was severely affected by unfavoursble weather conditions in the 1976
growving season, and of a slowdown in the construction sector in most countries. The
stronger performance of industry could not make up for these shortfalls, and the
share of the industrial sector in national income appears to have been higher than
during the preceding yesars and higher than planned or expected.

Industry

The industrial output of the group was 5.7 per cent above the level of the
preceding year. Though the growth of output was sbove the plan target, the rate of
increase was well below the almost 8 per cent achieved both in 1975 and during the
first helf of the decade. Soviet industry exceeded the relatively low goals of the
plan, with a rate of growth of L.8 per cent. The increase in the industrial output
of the East European socialist countries (7.9 per cent) was in line with the average
planned for 1976-1980, but below that of the preceding year (8.8 per cent). The
targets of the annual plan were over~fulfilled in Poland and Romenia and were mei in
Czechoslovakia and the CGerman Democratic Republic. In Bulgaria and Hungary the
inecrease in industrial output was below the plan target (table 29).

For the group as a whole about 80 per cent of additional output stemmed rfrom
geins in labour productivity, which have become the major source not only of
industrial expansion but also of over-all economic growth, refliecting the gradual
transition to a pattern of more intensive growth in these countries. Sharply
accelerated gains in labour productivity (9-10 per cent) were registered in Poland
and Romania. In the Soviet Union there was a 3.3 per cent productivity gain, which
though in accordance with the plan, was substantially below trend, reflecting the
dip in output growth (table 30).

There were some significant shifts in the structure of industrial output.
Though the degree and the direction of change varied from country to country
depending on the level of economic development, the internal and external econociic
situation, and the economic policy pursued, some changes were common to the group
as & whole.

37/ Bulgaria, Czechoslovekia, German Democratic Republic, Hungary, Foland
and Romenia,
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Besides the slight reduction in industrial growth - in general in line with
the annual national plans ~ in almost all countries differences in the expansion
in output between capital goods and consumer goods widened more than plenned., This
stemmed in part from the weaker than plenned performance of agriculture and,
consequently, of the related light and food industries, and in part from the over-
fulfilment of planned targets in some of the branches of heavy industry.

The production of basic fuels (petroleum, natural gas and coal, apgregated in
terms of coal equivalents) in the European CMEA countries increased by an estimated
S.M per cent, somewhat gbove the trend for the first half of the decade (L. 8 per cent)
and at about the same rate as net material product. Though no deta are available on
the growth of consumption, the fuel balance of the region is likely to have improved
in 1976 by wvirtue of a scissors movement between the growth of supplies and
reqguirements, and possibly by improved energy utilizabion patterns, which are strongly
stressed in the five~year plans. OQutput of natural gas increased by 11 per cent -
mainly reflecting growth substantially above the plan target in the Soviet Union -
to a total of 356 billion cubic metres. The output of c¢rude petroleum increased by
6 per cent, and the production of coal by l.4 per cent. With a total output of
520 million tons, most of it (509 million tons) in the USSR, the area accounted for
gbout 19 per cent of world oil production. The expansion of coal output, which is
to accelerate under the five-year plans in most countries of the group, lagged
behind plan targets in the USSR and several Rastern Furopean countries. However,
in Poland, the main producer in Eastern Europe, the 4.5 per cent growth in output
exceeded the plan figure (3 per cent).

As a result of the differing development of the various energy sources, the
structure of fuel production shifted further in favour of oil and gas, which now
provide over 60 per cent of the basic fuels produced in the area. 38/

§§/ Eastern Turope and USSR: change in the structure of basic fuel
production, 1970-1976

Output a/ Structure (per cent)

1970 1875 1976 1970 1975 1976

PetroleUl o o« o « o o o » 522.1 713,060 756,5 36.0 38.9 39.2
Fatural g8s « « « + & « o 260,1 38¢.8 k23,6 18,0 20,8 21.9
Hard coal . . « « o « o koo.5 556.5 570,k 33.8 20,4 20.5
Brown ¢c0al o o + o « o s 176.6 181,k 188,5 12.2 9,0 o,k
Total o » o o « « + o o L,BLO. 4 1,832,3 1,932.0 106.0 100.0  100.0

Source: Centre for Developmeni Planning, Projections and Policies of the United
liations Secretariat, based on national plan fulfilment reports, Press-Biulleten'
Sekretariata SEV, Ho. 2 (Moscow, 1977), and Statisticheskiiezhegodnik stran-chlenov
SEV 1976 {Moscow, 1976).

a/ Millions of tons of standard coal equivalent. Standard "coal equivalent"
coefficients: petroleum 1.,43; netural gas 1.19; hard coal (average, all grades) 0.8;
brown coal 0,3,
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Electricity generation increased by T per cent both in the Eastern Buropean
countries and the USSR, thus maintaining the trend retes for the first half of the
decade, Oubtput growth asccelerated notably in Bulgaria, with a 1C per cent increase,
and was substantial also in Romania (9 per cent). In some other countries, however,
expansion was below plan or insufficient to meet requirements and measures to reduce
consumption were introduced,

Ferrous and non-ferrous metallurgy generally expanded at relatively modest and
in most cases below-trend rates; accelerated growth occurred only in the less
industrialized countries of Eastern Europe (Bulgaria and Romania). Thus, in the
Furopean socialist countries as a group, steel output increased by 3.2 per cent as
against & 4.3 per cent average annual increase in 1971-1975, while in Bulgaria
growth accelerated from 4.7 per cent in the first half of the decade to 8.7 per cent
in 1976, and in Romania from 7.9 per cent to 12.1 per cent.

Growth of the construction material sector appears to have been lower for the
group as a whole than in recent years, in keeping with the slowing trend in
investment activity and the stress in national development plans on increasing
the share of machinery and equipment in over-all investment expenditures,

Rates of increase above the industrial average were generally attained in the
chemical and petro-chemical branches, though here too growth in output slowed down
in most countries in the group. Continued strong growth was registered in the
production of plasties and synthetic resins, which increased by roughly 12 per cent
in 1976 (8s against 10.9 per cent in 1971-1975). Production of synthetic fibres
and threads grew by almost 7 per cent. Output of mineral fertilizer, a key input
into the sgricultural development programmes of the region, increased by only 5 per
cent, sharply down from the 10 per cent annual increase in 1971-1975, reflecting a
sharp deceleration in Soviet output from an 11 per cent average increase to 2 per
cent in 1976,

Within the engineering industry there was a general shift in favour of more
sophisticated machinery and equipment, The over-all increase achieved by the group
in the machine-building and metal-working sector in 1976 was sbout 10 per cent.
This figure was exceeded in Bulgaria (13 per cent) and in Romania (12 per cent}.
Some branches of the sector grew more rapidly: thus, in Poland the production of
metal-working machine tools increased by 20.7 per cent, in the German Democratic
Republic the production of metal-cutting tools grew by 17.7 per cent, and in the
USSR the output of computer equipment and spare parts and of petroleum apparatuses
increased by 22.0 per cent. In several countries output of sgricultural machinery
also increased at sbove-aversge rates -~ by 12 per cent in Poland, for exemple, and
by 10.8 per cent in Czechoslovekia, The output of consumer durebles appears to
have increased at relatively modest rates in the Soviet Union, but at above-average
rates in several of the Eastern European countries (the German Democratic Republic,
Poland and Romania).

The expansion of the food industry and, to a less extent, other light industries
slowed down sharply in most countries belonging to the group, mainly in consequence
of the harvest setbacks of 1975 and 1976. However, growth accelerated significantly
in Bulgaria and Romania, which were not affected by the droughts that hit the
northern part of Europe in 1976. In the Soviet Union, where the 1976 harvest was
good, it was the preceding years's harvest settack that reduced the supplies of
livestock products and industrial crops (oil-seeds, suger beet) to industry and
brought about & virtual halt in sectoral growth.
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Construction

In all countries the growth in construetion output in 1976 was lower than in
1875 and over the first half of the decade. The slowdown, generally anticipated
in the plan but in some cases steeper than expected, was especially marked in
Poland {from 13 per cent in 1975 to 6 per cent in 1976} and in the USSR (from over
6 to abowt 3 per cent). The sluggish performance of the sector seems to have been
one of the main reasons for the marginal under~-fulfilment of the planned target on
national income growth in the USSR. Construction appears to have been relatively
veak glso in Romania, which failed to attamin most of the physical targets involved
construction in the non-productive sphere.

Output increases in 1976 were in most countries obtained to a larger degree
than in any preceding year through improvements in labour productivity. In Bulgarisa
and Poland, employment in the sector declined, and in Hungary the labour force
remained at the 1975 level, so that the growth in output (4 to 6 per cent in the
three countries) was entirely due to productivity gains.

Below-plan growth in the building materials industry suggests that in some
countries the reduction in construction growth was ceused by supply bottle-necks.
However, it was also in keeping with the tenor of policy in the investment sphere,
which in all countries in order to shorten the investment cycle emphasized the
completion of projects in progress over new investment starts and the modernizetion
of existing production units over the construction of new facilities. In an
environment of reduced overw~all investment growth, this policy would tend to lower
the growth rate of construction volume while raising the share of investment in
machinery, equipment and other non-~construction installastions in total investment
outlays. Data on investment structure in 1976, however, are not sufficiently
complete to indicate to what extent this pattern was actually attained.

Agriculture

The economic results achieved in the centrally planned economies would have
been much better in 1976 had it not been that agricultural performance was seriocusly
affected by adverse weather conditions during the growing season in some countries
and by the after-effects of the preceding year's crop failure in others. Gross
agricultural output of the region increased by 3 per cent in 1976, after two years
of absoclute decline. The increase was 4 per cent in the Soviet Union, following
g 6 per cent downturn in 1975, and an average of sbout 1 per cent in the Eastern
European socialist countries. The latter increase was entirely attributable to
very strong growth in Romania (17 per cent) and a more modest increase in Bulgaria
(3 per cent) which offset the fact that production was below 1975 levels in all
other countries in the group (table 31).

An extended period of drought and very high temperstures during the spring and
summer of 1676, followed by an abnormally cool harvesting period with excessive
rainfall in some places, severely hampered crop production in the western part of
the region -~ Czechoslovekia, the German Democratic Republic, Hungary and parts of
Poland. For Czechoslovekie and the German Democratic Republie this was the second
dry year. Weather conditions were more favourable in the Balkan countries and -
especizlly in comparison with 1975 - im the USSR, though in parts of the latter
country a wet fall and early frosts shortened the harvesting period and required
special efforte to salvage the crops. Bumper crops were atteined in Romania and in
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the Soviet Union, where total crop output may have increased by as much as 25-28
per cent over the depressed 1975 level. In all countries the output of livestock
products grew much less than in recent years, and in Poland and the USSR it declined
substantially, owing to fodder shortasges that resulted from the 1975 harvest failure.

In spite of the harvest setbacks in the drought-stricken northern tier countries
the total grain production of the region increased to a record level of 302 million
tons. Output in excess of all previous peaks was achieved in the USSR with a harvest
of 224 million tons, 60 per cent above the 1975 level and 23 per cent above the
average for the first half of the decade, and also in Bulgaria and Romania (20 millior
tons ~ 34 per cent sbove the 19T71-1975 average). In Poland, grain production
increased by some 6 per cent over the preceding year, but remained below the earlier
peaks, and in the other countries output stagnated or declined. Yields increased
slightly in the Eastern European countries (from 28.6 quintals per hectare in
1971-1975 to 30.5 quintals/ha in 1976) and very substantially in the USSR (from 1k.T
to 17.5 quintals/ha).

The output of other crops showed a similar pattern, with substantial reductions
in Czechoslovekia, the German Democratiec Republic and Hungary - where the root and
fodder crops appear to have been affected by the drought more seriously than were
the grains - being largely offset by gains in the other countries. The output of
potatoes and vegetables amppears to have been approximately at the 1975 level for
the group as a whole, but a large increase - 30 per cent over 1975 end 25 per cent
gbove the 1971-1975 average - was registered in the production of sugar beet,
reflecting record crops in Bulgaria, Poland, Romania and the USSR.

Animal production, as noted above, was affected by the difficult fodder
situation of the 1976 pre-harvest period even in those countries in which bumper
harvests were reaped in that yeer., Meat output declined by 6-10 per cent in Hungary,
Poland end the USSR, and state procurements of meat went down, though to a less
degree, in Czechoslovakia and the German Democratic Republic. Only in Romania and
perhaps Bulgaria did meat production increasse. Milk output held up a little better:
by virtue of 6-8 per cent increases in Hungary and Romania it probably increased
slightly in Eastern Europe as a whole, but in the Soviet Union it fell by almost
2 per cent. Egg production alsc was slightly up in Eastern DTurope but down (by
3.2 per cent) in the Soviet Union.

Over-all the output of the livestock sector appears to have increased
significantly only in Romenia. It seems to have grown modestly in Bulgaria,
stagnated or declined slightly in Czechoslovekia, the German Democratic Republic
and Hungary, end dropped substantially - by 8.2 per cent - in Poland, and probably
by a similar amount in the USSR.

In order to protect the production capacity of the livestock sector during
the two years of poor crops and strained fodder balances, the countries of the
region went to considerable lengths to avoid or at least to minimize significant
reductions in herds. Imports of grain and other feed assumed substantial
dimensions in the USSR and several Eastern European countries. In Poland, for
instance, the supply to agriculture of feed grains and concentrates exceeded
domestic crops by O per cent in 197L/75 and by 19 per cent in 1975/76. 39/ Despite

39/ WisdomoSci statystyczne, No. 4 (Warsaw, 1977), p. T.
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these efforts some reduction in herd size could not be avoided in seversl countries.
In Hunpgary and Polend, for example, at the end of 1976 cattle numbers were more than
6 per cent below the end-197h level. However, owing to a small increase in the
USER and substantianl growth in Bulgaria and Romania, cattle herds were slightly :
(0.5 per cent) larger in the region as a whole. The number of pigs, on the other
hand, declined by about 10 per cent between end-1974 and end-1976. In the USSR,
however, herds began recovering in 1976: in the course of the year they increased
by 9 per cent, though the end of 19706 left them still 13 per cent below end-19T7h
strength. The greatest reduction cccurred in Poland, where the fodder situstion

was especially tight in the wake of the simultaneous decline in 1975 of grain and
potato crops (which normally move in owposite directions): at the end of 1976 herds
were 23 per cent below the level of two years earlier, and pig meat supplies are
likely to remain depressed through 1977 and into 1978. Besides the physical
shortage of feed, price interactions in the lavgely private agricultural sector and
a delayed response on the part of state purchasing agencies also contributed to the
running down of herds. Rising feed-stuff prices eroded the profitability of
hog-raising in 1975/76, but it was not until July 1976, when the summer census
revealed the extent of the decline in pig numbers, that state procurement prices
wvere raised. TFarm costs, however, appesar o have risen even more and herd~-culling
continued in the latter part of the year. 4o/

Enployment

In 1976 the growth of output in nearly all centrally planned economies -~ with
perhaps the exception of Bulgaria and Romania - was generated largely through the
more effective use of fixed assets and as a result of organizational and other
improvements that significantly increased labour productivity. TPresh recruits to
the labour force continue to add only marginally to total employment. While the
centrally planned economies have noct encountered problems in maintaining full
employment, assuring the reallocation of labour resources into priority or
bottle-neck sectors appears Lo pose recurrent difficulties. In the face of a
continuing tendency for labour-hoarding on the part of enterprises, partly oving
to an uneven pace of preoduction and the need to maintain spare capacity to catch
up on targets in the last days of a plan period, some of the Eastern European
countries -~ especially Hungary and Poland - seem to have encountered problems in
filling vacancies where most needed.

Though total employment in Bastern Durope and the Soviet Union did not change
much, in some countries - Bulgaria, Romania and the Soviet Union - the distribution
of the labour force shifted in favowr of/vage employment - that is, primarily from
the co~operative and private agricultural secters to the state sector. This shift
was apparently most proncunced in Romania, where the number of workers and
cmployees inerceased by 4.1 per cent, though the target set for 1976 was not
attained. Growth in vapge employment was also rather substantial in the Soviet Union
(2.1 per cent).

40/ The ratioc between the procurement price of a kilogram of pork and the farm
market price of a kilogram of a representative composite of feed-stuffs started to
decline in the winter of 1975 from the level of 1h-15, which had prevailed
throughout the expansion period since 1970/71, to about 9 by August 1976, owing %o
steep increases in fodder prices. Even in February 1977 this ratio was still below
the level of the earlier years. 3ee Wisdomoci statystyczne, No. 4 {(Warsaw, 1977),
n. 8,
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Among countries that have released data for 1976, employment remained
unehuansed in Hungary and increased only marginally (0.9 per cent) in Poland. In
that country a significant increase in the service sector would seem to have
oeccurred, for industrial employment increased much less than planned (0.5 per cent
as against the 1.4 per cent target), and the construction labour force decreased
by 1.6 per cent.

Resource use and internal balance

Aggregate demand policies in the centrally planned econcmies of Fastern
Furope and in the USSR in 1976 reflected the impact of external developments and
the lingering effects of the generally poor agricultural performance in 1975 and,
in some countries, 1976. In nearly all countries, ilmprovement of the external
balance took precedence over other considerations. Although moderate to high
rates of growth in cutput were achieved in the sociszlist countries of Dastern
Furope, domestic claims on resources appear to have been deliberately curtailed
in an effort to forestall a further increase in trade deficits beyond the record
1975 levels. DMNevertheless, internal balance between available and reguired
resources could be assured only through substantial net imports which, tegether
with a worsening of the terms of trade of several countries, caused deficits
larger than planned. In all countries, efforts to maintain continued growth in
levels of living in the face of reduced ouiput growth imposed pressures on
domestic markets.

Price developments in foreign markets - especially those emanating from the
annual revision in intra~-CMEA trade prices after the ending in 1974 of the
prolonged period of relative price stability - affected particularly the raw
materials and fuel importers of Bastern Burope. Pressure on domestic price levels
also developed in several centrally planned economies, owing to a combination of
long~term and short-term internal causes. B8hort-term pressures arose in the wake
of poor agricultural outputs, especially in the northern tier of Bastern Lurope.
Tt alsc became increasingly costly to adhere to the long-term price stabilization
policies practised in most countries of the region, especially in the light of the
goal of greater efficiency in resource use. DNone the less in most countries the :
centrally regulated price-setting systems succeeded in maintaining price stability
in consumer markets during the year. Adjustments in wholesale prices, though
generally larger than in consumer prices, were held within the framework of planned
price revisions, as called for under the policy guidelines of the current mediun~
term plans.

Structure of final uses

In the allocation of national product to final uses there seems to have been
a tendency to decrease the share of net investment, partly in order to contain the
impact on real consumpiion levels of the unfavourable external and internal forces
affecting output. Though in several countries consumption grew less than planned,
on the whole it expanded at rates surpassing income growth. At the same time,
there appears to have been a considerable slowdown in the expansion of accumulation.
In Hungary, indeed, the real value of the accumulation fund actually declined.

Gross investment expenditures

Fxcept in the German Democratic Republic, the rate of expansion of gross
fixed capital formation was markedly below the 1975 figures and the 1971-1975
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sverage, In the German Democratic Republic, the increase (8 per cent) wvas above
both earlier rates and the increase in national income. 3;/ Investment increased
more than national income in Czechoslovakia alsc. In most countries, plan targets,
which in some cases were very ambitious (e.g., 19.4 per cent in Romania) but
elsevhere vere already drastically compressed below previous levels, were not
attained. oxeceptions were the German Democratic Republic, where targets were
substantially surpassed, and the Soviet Union, where the investment plan was
largely fulfilled (table 327,

In the investment plans for 1976 the major emphasis was put on the completion
of projects in progress, the modernization of existing facilities, and, in some
countries, on increasing the domestic supply of energy carriers and raw materials
in an effort to keep the rising import bill within manageable proportions. 42/

The larger than planned deceleration in the growth of gross Tixed investment
expenditures in a mumber of countries actually reinforced these priorities.
Although some new investment projects were initiated, in nearly all countries of
the rermion plans for investment expenditures on machinery and equipment were
generally over-fulfilled, while expenditures on consiruction projects fell below
target. In some countries, as noted earlier, this latter shortfall also stemmed
Trom bottle-necks in the construction sector. Since not all undertakings initiated
in the preceding five-year period had come te fruition by 1975, pent-up investment
demand was actually very large. In Poland, for example, claims on investment Tunds
for completing projects in progress at the end of 1975 amounted to some

670 tillion zlotys, a magnitude equal to about one half of 1975 national income. Eﬁ/

The planned decrease in the stock of investment projects in progress enunciated
in nearly =11 plans for 1976 was realized only in some countries. In Crzechoslovakin,
the value of new copital assets put into operation exceeded current investment

wpenditures by more than 7 per cent, indicating & measure of progress in this
endeavour. In other cowntries, however, in spite of improvements in the
concentration of efforts on priority projects, the stock of unfinished investment
wndertakings appears to have increased substantially (as in Bulgaria) or more than
planned {as in Rowania).

Delays in completing projected new capacity occcurred throughout the region,
apparently in large measure owing to bottle-~necks in the construction industry.
Hevertheless, in all couniries significant new capacity became operational and
contributed to the output stream. Few investment starts appear to have been
concentrated especially in the bottle-neck sectors of energy and raw materials
supplies, as well as in the chemical and machine-building industries.

Wi/ Total investment expenditures in the German Democratic Republic include
current invesiments in CHMEA joint projects. Domestic gross fixed investment
expenditure incrensed less - 5.8 per cent.

EE/ In the German Democratic Republic, for example, the share of investment
expenditures Jdevoted to fuels and raw materials amounted to 57 per cent of the
total outlay of the industrial ministries, which itself was substantially higher
than in previous yesrs.

n UiadomoSci statystyezne, No. 12 (Warsaw, 197G6), p. U and
O (Varsaw, 1976).

43/ Based on data 1
Rocznik statystyvesny 1907
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Tneconme, wages, levels of living

Judging from such partiasl indicators as are available, consumption, while
growing less than in preceding years, appears on the whole to have expanded faster
than total resource use in 1976. Aggregate money income generally grew at or above
the planned rates and, in the context of the sluggish performance in the production
of consumer goods and restrained imports, this tended to exert pressure on retail
markets, where the volume of supplies increased at appreciably lower rates in
several countries.

The increase in material production was accompanied by a relatively high
growth of personal income. In nominal terms, total disposable personal income
increased in 1076 at rates ranging from b per cent in the German Democratic
Republic to almost 12 per cent in Poland, generally moving above planned increases.
Although in some countries - especially Hungary and Poland - part of this gain was
eroded by price increases, in all cases a positive growth in real disposable income
was registered.

Per capita real persconal incone, g&j while on the whole not growing as much
as planned, nevertheless expanded in 1976 at a substantial rate. In some
countries - especially the German Democratic Republiec - this increase ran well
ahead of the prowth of net material product (table 33). The smallest increszse was
registered in Hungary (1 per cent), the largest in Romania (8.5 per cent). Owing
to the continued efforts of the centrally planned economies to increase the share
of social elements in consumption, per capita real income tended to expand faster
than average real wages or average labour income. In some countries, however, the
income of the peasantry increased faster than average wages, largely because of
good harvests but also because of revisions in procurement prices. As & result,
the growth rate of labour income exceeded that of social benefits. Ls/
Nevertheless, in most countries the total volume of transfer payments and free
social benefits increased rapidly: by 7~0 per cent in Bulgaria, Czechoslovakia,
Poland, Romania and the USSR, and by 13-14 per cent in the German Democratic
Republic and Hungary. Direct monetary transfers generally increased faster than
the total.

Average wage increases were beleow planned targets in Czechoslovakia, Hungary
and Romania. Actual increases, however, were in some instances substantial -
8.3 per cent {nominal) in Romania, as against 11.7 per cent planned, and
4.6 per cent in the German Democratic Republic (table 33). Poland planned to
restrain the growth in the over-all wage bill to less than 8 per cent - well below
the 1970-1975 average of about 1) per cent - by holding down the growth of both

LL/ In addition to cash income from labour and transfer payments, this concept
covers labour income in kind and the value of social, health and educational
services rendered free of charge.

45/ Thus, in Romania the money income of the peasantry from labour payments
by the co-operatives and sales of produce to the State inereased by 11.6 per cent,
while the growth of the social consumption fund was 8.4 per cent. {Owing to the
continued redistribution of manpover in favour of wage employment, per capita
increases in peasant money income were probably larger.) In Poland, peasantry net
money income increased by 19 per cent, as against 10 per cent for wage income and
16 per cent for monetary transfers.
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employment and nominal wages. While the former target was achieved, nominal vages
increased by 8.6 per cent (as against 5.6 per cent planned) and total wage income
by more than 10 per cent. Though price changes were also larger than anticipated,
¢ 3.8 per cent increase in average real wages was still slightly higher than the
olan figure (3.5 per cent). Also in the Soviet Union, average wages increased
agter than planned (3.6 per cent against 2.7 per cent). Nominal wage increases in
some countries, especlally Hungary, resulted from government measures designed to
compensate vorkers and employees for planned price increases. 46/ In other
conntries - especially in Czechoslovakia, the German Demccratic Republic and
Poland - minimun wage levels were adjusted upwards. In addition, wage increases in
the German Democratic Republic resulted from a wider use of the new reward system,
vhereby wage incentives are directly linked to productivity. The authorities hope
to broaden the coverage of this experimental system of rewards for above-plan
performance and for submitting counter-plans that surpass the centrally set
targets. b7/

in most ccuntries these wage increases were accompanied by measures to
nayrov ineguelities in income. Generally, above-average increases in the minimum
g m the wage norms for low-paid groups were used to achieve this end. Income
inegualities were also reduced by means of increases in social benefits, which form
a substantial component of the disposable income of lower- and middle-income
wilies. W8/ In all Eastern European countries, however, the gains in real
per capita income and in average wages remained well below the growth of labour
productivity in industry and construction, whereas in the Soviet Union average
income and wages increased slightly faster than labour productivity.

Levels of living in Eastern Rurope and the Soviet Union were also enhanced by
~heusing construetion, although 1976 targets could not in all cases be
, In the German Democratic Republic the expected deceleration in the
volums ol ney construction and renovation of older housing units did not take place,
and in Orzechoslovakia and Hungary, where residential construction was below 1075
’ ] Ehe plan was over—-fulfilled.

Retall trade

The velums of retail sales of goods and services, measured in constant prices,
1274 at rates ranging from 1.4 per cent in Hungary to more than 8 per cent in

yg/ fhe mid-year meat price increase in Hungary - 30 per cent on the average -

ponpled explicitly with income compensation o reduce its effect on the level
Piving,

7/ Fev zuch percentage point increase over the centrally set output target
-1 in the counter-plan, the premium fund will increase by 2.5 percentage
,oand by 0.8 per cent for each percentage point increase over centrally
vaiit Levels., See Neues Deutschland (Berlin), 24 February 1977.

in Huvngury, for example, the share of transfers in total money income

cent in 1976, as zgainst an average of 15.8 per cent in 1971-1975.
havi k&zlemények, No. 1 {Budapest, 1977), p. 59. The

2 s for Crzechoslovakia were 19 2 per cent in 1976 and

'1-107%, See Statistické prehledy, No. 3 (Prague, 1977), ». 81.
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Poland and Romania (table 33). Dxcept in Poland and Romania, the rate of increase
tended to be well helow the average growth in preceding vears,; except in Hungary,

it was also below the growth in total money income of the population. Plan targets
were attained or surpassed in Czechoslovakia, the CGerman Democratic Republic and

the Soviet Union, but not elsewhere. Services on the whole expanded more sluggishly
than did the turn-over of goods, though in Poland the expansion of services equalled
that of total retail sales. In real terms, sales of food-stuffs generally grew

more slowly than those of consumer durables. &9/

The failure of retail sales to reach planned levels in several FEastern [Luropean
countries was caused by varyving combinations of the following factors: (g} slow
output growth in some branches of light industry; (b) the slowdown in imports,
especially of consumer goods; (¢} short-comings in overcoming difficulties in
food-stuff markets, stemming partly from the weak agricultural performance in 1975
and 1976 and exacerbated by export commitments or by determined efforts to reduce
the import gap; QQ/ and (Q) short-comings in the adaptation of supply structure to
consumer demand. In Fastern Europe, the over-all market balance appears to have
improved, especially in Czechoslovakia and the German Democratic Republic, where
consumer supplies expanded faster than money income. 51/ This was alsc the case in
the Boviet Union.

In spite of significant improvements in the over-all consumer market situation,
imbalances persist in most countries in the structure of supply and demand,
especially in the case of high-quality consumer durables. Mew imbalances arose in
1976 under the strains emanating from the weak agricultural performance and the need
to cut back trade deficits. Market strains were particularly pronounced with
respect to livestock products in Poland, where fodder shortages and a cost-price
squeeze at the farm-gate had led to a supply reduction, while demand - at frozen
prices - comtinued to grow in prices - continued te grow in pace vith rising
incomes. The market situation for meat also continued to be tight in Hungary and

49/ Owing to differences in price adjustments for food-stuffs and durable
consumer goods, which in some cenitrally planned economies (e.z. Hungary) were
substantial, it is difficult to compare growth rates based on current value data.

50/ Thus, in spite of the temporary difficuities in the meat and sugar
markets, Poland increased sugar exports considerably in 1976 (to 326,000 tons
as against 67,000 tons in 1975) and maintained relatively high export levels of
meat in the first half of the year. Subsequently, meal exports were drastically
curtailed, and for the year as a whole total exports amounted to 18,000 tons, as
against 91,000 tons in 1975. Gee Maly rocznik statystyceny 1977 (Varsaw, 1977),
p. 205.

51/ However, the groving role of long--term savings in financing purchases
of durable consumer goods and private housing construction makes it difficult to
draw conclusions with respect to market balance from a comparison of money
income and volume of retail trade. In 1976, savings deposits grew rapidly in
Czechoslovakia (11 per cent), Poland (10 per cent) and the Soviet Union
(13 per cent)




the Soviet Union. 52/ TFurthermore, poor weather conditions for root crops and fresh
vegetables also caused problems in supplying markets, especially in the German
Democratic Republic, Hungary and Poland. In the Soviet Union, scme problems
appeared in balancing the market for fresh citrus and other fruits.

Prices and price policies

Though it is difficult to separate planned price adjustments from ad hoe price
changes undertaken in 1976 in response to market imbalances, it should be recalled
that most centrally planned@ economies prepare and implement price revisions according
to the policy guidelines formulated in the medium~term plans., Intentions under the
current (1976~1980) five-year programmes with respect to prices of producer goods
differ markedly from those for consumer goods. Prices of producer goods are to be
readjusted in order to narrow the gep between transacticn prices and domestic
production costs, including the real cost of imports. In some countries (z.g.
Czechoslovakia and the German Democratic Republic), this adjustment is a
discontinuous cperation: revised prices, once established, remain valid for =z
number of years -~ at least during the current five-year plan. In other countries,
especially in Hungary and, to a less extent, in Poland, more or less continuous
adjustments are undertaken.

Wnile most of the countries in the group also planned changes in the prices
of consumer goods, the range of products for which revisions were slated in 1976
and the size of the adjusiments contemplated differ considerably. In some countries
(e.g. Czechoslovakia, the German Democratic Republic and the Soviet Union), the
policy guidelines called for more or less stable prices for basiec food-stuflis,
manufactured consumer goods and services. In other countries, it is stated policy
to change the retail prices of a broad range of consumer goods and services in
order to reduce gradually the role of government subsidies in retail prices and
to enhance the allocatory function of prices in retail markets,

Apart from planned price revisions other policy instruments were used to
encourage substitution in consumption in order to alleviate temporary market
imbalances. Some countries resorted to price increases (as for meat, sugar and
vegetables in Hungary), while others preferred temporary rationing (as in the case
of coal and sugar in Poland) 53/ or succeeded in inducing substitution by non-price
incentives (as in the German Democratic Republic)}. Serious efforts were made to
expand the domestic supply of high-quality consumer durables (as in the Cerman
Democratic Republic) or to encourage demand for domestically produced goods (as
in Poland) to absorb purchasing power or to replace imports.

52/ In Poland, per capibta meat consumption was slightly lower in 1976 than
in 1975, after a period of rapid growth - by 5.8 per cent anpuslly - in 1970-1575.
See Maly rocznik statystyczny 1977 (Warsaw, 1977}, p. xxvii. In Hungary, meat
consumption declined by 6.4 per cent, probably in response to price increases that
averaged 15.8 per cent. See Statisztikai havi k8zlemények, Nos. 2-3 (Budapest,

1977), pp. 97-99)

53/ In view of the shortage of meat products caused by the poor fodder harvests,
several countries (e.g. Poland and the Soviet Union) declared a "meatless day" in
restaurants and cafeterias. To abort the speculative hoarding of sugar that
developed in Poland in mid-year, the authorities split the market intc a rationed
one, which allowed for an ample supply of sugar for current consumpticn and an
uncontrolled segment in which sugar was available at a higher price. This
uncontrolled market seemed to operate chiefly as a deterrent to further hoarding.
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Increases in the consumer price level in the centrally planned economies were
small compared with those observed in the rest of the world, but were none the less
substantial by historical standards in some of these countries. The largest retail
price increases cccurred in Hungary (5 per cent) and Poland (5.3 per cent}, both
well above the rate of increase in the preceding five-year period. In Hungary,
retail price increases vere especially high for food-stuffs. 5/ In the other
countries of the region the changes were small, probably amownting to fractions
of 1 per cent, up or down.

In Poland, however, policy makers clearly intended to adjust consumer prices
to more realistic levels early in the current medium-term plan -~ an important
policy shift away from the price freeze for essential goods and services maintained
since the mid-1960s. The especially rapid rise in purchasing power in Poland under
conditions of a still relatively high income-elasticity of demand for food had
increasingly taxed the country's capacity €o maintain balance in consumer markets,
while the need to raise farm-gate prices to elicit additicnal output had lifted i
anit cost of food-stuffs far above retail price levels. The first round of |
consumer price adjustments was announced in mid-year, with very substantial
inereases for a number of basic food-stuffs, such as meat and sugar, which would
nave raised the cost of living by some 16 per cent. Even though, as in Hungary,
these adjustments were coupled with income compensation, the large magnitude of
the price increases evoked broad and in some places viclent objections, and the
planned messures were suspended until more detailed studies on the econmomic and
sccial effects of an altered price structure could be completed. Some price
movements took place none the less, partly in the state sector and more
substantially in the private farmers market, but the over-all increase in the cost
of living was held down %o k.5 per cent. gg/ The urgency of reforming the consumer
price structure continues to be great, however, and the issue remains one of the
most diffieult problems on the Polish economic policy agenda.

Iy the Soviet Union, where basic food-stuff prices were kept unchanged and
spem unlikely to be revised in the near future, 56/ a more flexible price mechanism,
wder which taxes and subsidies can be redistributed in response to changes in
markets, is apparently being contemplated for manufactured consumer goods, New
prices were announced for a nurber of consumer goods and services, effective
January 1977, with some prices being scaled upwards (e.g., some types of bocks,
taxi and air transportation fares, and custom tailoring), while others were reduced
(e.g., some household equipment, medicines and textiles). The net effect of the
revisions on the retail price index will probably be small.

E&/ Food prices increased by 5.7 per cent, but for some components the prices
were much larger: 16 per cent for meat, 22 per cent for sugar, 17 per cent for
seasonal products (with very wide fluctuations through the year)}. 'The prices of
textile products rose by 4.8 per cent and those for non-textile manufactures by
5.1 per cent. See Statisztikai havi k&zlemények, Nos. 2-3 (Budapest, 1977), p. 6h.

55/ Retail prices for goods and services increased by an egtimated 5.3 per
cent over-all (as against 6.6 per cent in 197k and 2.9 per cent in 1975), but the
updrift was much stronger (13.3 per cent) in non-consumption items (mainly building
materials and agricultural inputs sold to the private sector ) than for consumer
goods and services (4.2 per cent). Food prices increased by 4.5 per cent over-all -
less than 3 per cent in the socialist retail network and almost 20 per cent on
farmers markets - and prices of industrial consumer goods by 6 per cent. BSee

Maly rocznik statystyczny 1977 (Warsaw, 1977), p. 226.

56/ Ekonomicheskaia gazeta, Wo. 3, (Moscow, 197T)s p. 17.
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The maintenance of stable or slowly changing retail prices was achieved only
through increased government subsidies, which continue to be a very important
component of retail price stabilization policies in nearly all centrally planned
economies. Food-~stuff subsidies are generally covered by the budget through
turnover taxes levied on manufactured consumer goods. However, rising production
costs at home and abroad, the reluctance of policy makers to continue the price
distortion indefinitely, and the need to reduce consumption of some types of
food-stuffs so as to cope with unsatisfactory output and to maintain or to increase
exports all contributed to the desire to reduce the reliance on subsidies as the
chief instrument of food~stuff price stabilization.

Reduction of subsidies was one of the aims of the attempted price reform in
Poland, where in 1976 budgetary subsidies covered on the average of Ul per cent of
the sum of sales value plus total food-stuff subsidies - a proxy for actual
production costs. 37/ Total food-stuff subsidies increased by 21 per cent in 1976
and are expected to rise to a similar extent in 1977. Before the mid-year price
change in Hungary, the government share in the actual production costs of meat
products came o 35 per cent for pork and L9 per cent for beef, and after the changes
it s5till amounted to 12 and 30 per cent, respectively. 58/ In the Soviet Union,
budgetary price supports are also very substantial - in 1975 they reached between
41 and 45 per cent in the case of meat, meat products and dairy products. 59/ In
the Cerman Democratic Republic suhbsidies are less extensive, though they still
amount on the average to about 20 per cent for focd-stuffs, 60 per cent for rents,
and between 45 and 60 per cent for transportatior services. £0/

Producer price changes were more widespread and for the most part reflected
cost changes not only in the domestic economy but more rartiewlarly in forsi;m trade.

ST/ Not taken into account in actual production costs are supports in the form
of investment grants and incentives. The shares are calculated on the basis of
data in Nowe drogi, No. 1 (Varsaw, 1977), p. 9. :

58/ Calculated on the basis of data For pork and beef in Figyeld, Ho. 27,
(Budapest, 1976), p- 5. Retail prices for meat products had been kept unchanged
since February 1966, at which time the share of subsidies in costs was 5.5 per cent
for pork and 11 per cent for Dbeef.

59/ Based on data in Ekopomicheskaia pgazeta, No. 3, (Moscow, 1977), ». 7.
State subsidy for meat and mill products in 1977 amounted to 19 billion roubles.
Sales of these products in State and co-operative retail outlets totalled 23 billion
roubles, yielding a subsidy rate of L5 per cent. If canned meat products and
miscellaneous dairy products are included, total sales amounted to 27 billion
roubles, yielding a subsidy rate of about 41 per cent.

60/ Based on budget expenditures (Anlagen zur Volkskammerdrucksache der DDR, 6,
Wahlperiode, as quoted in DIW-Wochenbericht, No. 45, (Berlin, 1976) and retail
trade data in Statistisches Jahrbuch der Deutschen Demokratischen Republils, 1976.
The shares of subsidies in the value of output sold (retail value, including
turpover tax, plus subsidies) can be computed as follows:

1973 1974 1975

food-stuffs . . . . e e e . . 19.6 1.9 20 .
Manufactured consumer goods ... 2.8 2.8 3

p
.0
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The current medium-term plans call for adjustments in wholesale prices in order to
better reflect true costs, especially the costs of energy carriers and basic raw
materials. In most countries the actual price adjustments in 1976 were as planned.
Hearly all mediwn-term plans emphasize that producer prices - unlike consumer
prices -~ should closely reflect actual costs.

The varicus countries of the region have sought producer price changes
basically in two different ways. In Bulgaria, Czechoslovakia and the German
Democratic Republic, in particular, policy makers continued to stress the need for
restructuring wholesale prices at the beginning of the current five-year plans
and keeping the new price structure unchanged for a number of yearsg, at least
during the current plan period. It is hoped that this will combine the benefits
of stability in planning with the wider use of prices as a stimulus to greater
economic efficiency in production. Thus, in the German Democratic Republic the
first phase of an industrial price revision was introduced in 1976, particularly
affecting prices for fuels and raw materisls. The reform will be completed in 1977.
Czechoslovakia will introduce new producer prices in 1977. The major objective of
this and cther price revisions is to substitute, where possible, less expensive
resources as industrial inputs and, as a result, reduce the consumption of costly
materials per unit of gross output.

Other countries have taken a different course. Hungary, in particular,
emphasizes frequent though not erratic changes in relative prices in order to
maintain and, where possible, to increase the allocatory function of prices. In
view of the deterioration in Hungary's terms of trade in the 1970s and the
country's heavy dependence on imports, not all costs could be passed on to users
in 1976, and government subsidies or tax measures were used to bridge the gap.
llevertheless, wholesale price changes in 1976 were by and large synchronized with
rising producer costs.

Industrial wholesale prices in Hungary increased on the average by b4.4 per cent,
with higher increases on the output of mining (16.1 per cent), electrical energy
(15.6 per cent), paper (11.h per cent), food-processing industries (10.4 per cent),
wood-~processing (9.3 per cent), construction materials (8.9 per cent) and the
chemical industry (4.7 per cent). 61/ A1l these changes reflected increases in |
average sectoral production costs. State procurement prices for agricultural
products were also substantially raised: thus average prices for crop and
livestock products sold to the State increased by 11.4 and 9.0 per cent,
respectively. On the average, State agricultural procurement prices increased
by 9.9 per cent in 1976. 62/

Poland aimed at essentiaglly similar adjustments. Agricultural procurement
prices were raised twice in 1976, in an effort to curtail the widespread slaughter
of herds. BSince retail prices for basid food-stuffs remained frozen, a growing gap
between wholesale and reitail prices had to be bridged by substantial increases in
government subsidies.

61/ These data refer to socialist industry, which for most sectors is
identical with total industry. '

62/ A1l data are preliminary figures quoted in Statisztikai havi
kbzlemények, No, 1, (Budapest, 1977), pp. 60-62.
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Foreipgn trade and external balance

The exports of the centrally planned economies increased in 1976 at
approximately the same rate as world trade - by 11 per cent if measured in current
dollars or 13 per cent if measured in transferable roubles (TR) - while imports of
the group expanded more slowly, at about 7 per cent in dollars or ¢ per cent in
TR. 63/ The difference reflects, in part, the impact of measures to arrest and
reverse the widening of the trade deficits of the socialist countries with the
market economies. Export growth exceeded import growth both in Eastern Europe and
in the Soviet Union, but Dy substantially different margins: in the former,
exports rose by 11 and imports by 10 per cent, while in the latter, the increase
in exports, at 17 per cent, was more than double the 8 per cent increase in
imports (table 3k).

In volume terms, trade turnover {exports plus imports) appears to have
expanded somewhat less in 1976 (5-7 ver cent) than in 1975 (7-8 per cent).

Direction and compositicn of trade

Exchanges within the socialist group grew marginally faster than those with
non-socialist countries in the case of Eastern Rurope, and substantially more
slowly in the case of the USSR. Owing to the new price formation principle for
trade among CMEA member countries, which was introduced in 1975 and links annually
negotiated prices to & moving five-year average of world market prices, intragroup
trade in 1976 was characterized by much greater price increases than was trade with
the non-socialist markets, and the guantum increase was probably very small. gﬂ/

Exports to the market economies increased by an estimated 16 per cent in
value - about 11 per cent in the case of the Rastern Zuropean countries and over
22 per cent in the case of the USSR - while imports grew by less than 8 per cent
in both cases. BSince price changes on the world market tended to be small in 1976,

63/ Growth of trade value in terms of transferable roubles is somewhat higher
than that measured in current dollars, oving to an upward drift of the quoted basic
exchange rate for the dollar in the case of Czechoslovakia and the USSR. Because
of the large share of intragroup (TR-denominated) trade in the external trade of
these countries, nominal growth rates presented in the text and the tables below
are computed in terms of TR values.

64/ Data on 1976 changes in foreign trade prices are at this point available
only for Hungary, where in trade with the rouble area, export prices (measured in
TR terms) rose by 10 per cent and import prices by 12 per cent. The largest
shifts in price level occurred in the industrial product classes (19 per cent in
Hungarian machinery and capital goods imports), but the raw materials and fuel
groups also showed substantisl price increases {7-9 per cent}. In view of the
commen formula for determining prices, it is likely that the other CMEA countries
experienced similar price increases., BEven if these were somewhat lower than
those for Hungary, most of the recorded 11 per cent increase in trade value in
intra-CHMEA trade would appear to reflect price changes.
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an experience in which the socialist countries appear to have shared, the increase
in trade guantum was similar to the growth of value, if not larger. 65/

The value of exports to developed market economies increased by an estimated
17 per cent in 1976, thus sharply reversing the contraction experienced in 1975.
Import growth at less than half that rate, on the other hand, indicates a
significant deceleration from the trend of the past few years. In volume terms,
the increase of both flows may have been somewhat higher. A% over 26 per cent,
export growth was especially vigorous in the case of the USSR, but high growth
rates - in all cases above the expansion rate of total exports - seem to have been
achieved aiso by Bulgaria, Hungary, Poland and Romania, Only in Czechoslovakia -
where the supply of exportables was depressed by poor harvest results - and in the
German Demccratic Republic was export growth relatively modest. §§/ Thus, helped
by the recovery of demand in Western markets, the drive fto strengthen export

activity in the socialist countries appears to have been gquite successful. National

data on the commodity structure of this export increase are not yet available for
most countries, but partner data indicate that - in addition to fuels - finished
manufactures (chemicals, metal products, machinery and consumer manufactures)
played a significant role in the upswing, thus improving the structure of these
flows. 67/

As in 1975, imports from the developed market economies into the Eastern
Luropean countries expanded at a relatively low rate - § to 6 per cent. In
Bulgaria, Hungary and Romania the absolute level of imports actually declined,
while in Poland, expansion slowed down substantially. Though in Czechoslovakia,
Poiand and probably the German Democretic Republic imports still grew faster than
exports, for the group as a whole export growth was faster. The same was true for
the Soviet Union, where the 12 per cent increase in imports from the developed
market economies was less than half of the export expansion rate and represented
a notable deceleration. Absolute declines in imports of chemicals and other
industrial inputs (SITC 5 and 6) and a marked slowing in the still substantial
growth of machinery imports account for this trend, which was partly offset in
1976 by steeply higher grain and food-stuff imports into the USSR and Poland,
necessitated by the poor 1975 harvest., The reduced growth in industrial output:
in the socialist countries probably lowered the need for increases in imported
inputs, but over-all econcmic policy aimed at improving internal and external
balance - including such measures as the deceleration in investment expenditures,
as well as direct measures to constrain further growth in the Rast-West imbalance -
is likely to have been the major factor shaping the development of imports from
the industrial market economies.

§§/ In Hungarian trade with the dollar area, export prices (in dollar terms)
declined by almost 2 per cent and import prices fell by nearly 8 per cent, yielding
a terms of trade gain of over 6 per cent. The largest declipne (about 10 per cent)
was recorded in the price level of raw material imports, which account for almost
60 per cent of total Hungarian imports from non-sccialist partners.

66/ In the sbsence of national data for Bulgaria, the German Democratic
Republic and Romania, trends in trade with the developed market economies have
been estimated from partner data.

67/ In Soviet exports to the Federal Republic of Germany, for example, the
value of "finished goods"” (roughly, SITC 5 and 7-~9) doubled, while in the exports
of the Rastern Buropean countries (excluding the Germen Democratic Republic), it
increased by 30 per cent. See DIW-Wochenbericht, No. 12 (Berlin, 1977).
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Bxport of the centrally plaznned economies to developing countries increased
by an estimated 11-14 per cent in value, but imporis of the group from the third
world probably declined or at best grew very little. 68/ The trends for the group
chiefly reflect movements in Soviet trade with the developing countries, which
constitutes about 60 per cent of the regional total. Soviet exports increased by
more than 1k per cent, 69/ whereas Soviet imports declined by 2 per cent after
having expanded by about 40 per cent annually for three successive years. In
Eastern Europe, export growth appears to have been somewhat more modest, while
imports increased by at least 6-7 and possibly as much as 15 per cent.

Balance of trade and external debt position

The export and import trends of the year brought scome improvement to the
merchandise trade balance of the centrally planned economies, though the over-all
deficit remained substantial. All countries of the region except Romania closed
the year with a negative trade balance, but only in Poland and possibly the German
Democratic Republic did the deficits increase. The total external deficit of the
seven countries (including intragroup trade) declined from $9.6 billion in 1975 %o
$7.0 billion in 1976, and the combined deficit with market economies from
$10.4 billion to $8.3 billion. The deficit with developed market economies fell
by $1 billion, while the surplug with developing countries increased by about
%1 billion. Most of the improvement in the balance came from changes in the Soviet
trade position: increased surpluses with the other centrally planned economies -
probably largely due to price movements - and with developing countries, and a
sharply reduced deficit with the developed market economies. IQ/ The largest part

68/ Owing to the lack of data from some key countries, conclusions on the
develaﬁﬁent of third world trade are tentative. Most importantly, no information
is as yet available from Romania, which in recent years has greatly increased trade
with developing countries and by 1975 accounted for about one guarter of the
Eastern European group's transactions with the third world.

ég/ The increase in Soviet exports to developing countries was concentrated in
a residual component not specified by country of destination. The 1976 increase in
Soviet exports of 14.4 per cent can be broken down into an 18.4 per cent increase
in exports to Cuba, a 0.6 per cent increase in deliveries to all other named
developing partners {some 60 countries), and a 28 per cent increase in the
unspecified residual, which actually accounted for the bulk of ithe increment,
reaching a share of 48 per cent of total Soviet exports to developing countries
other than Cuba.

70/ Eastern Europe and USSR: trade balance, 1970-1976 (billions of dollars)

Fastern Eurcpe USSR
1970~ 1970~
1976 1974 1975 1976 1976 197k 1975 1976
Total + v o v v o o v 2 o v . -18.3 4.8 -6.0 6.1 0.1 2.5 3.7 -1.0
Centrally planned economies 1.5 0.3 =0.6 -~0.7 3.6 0.6 1.3 2.0
Developed mezket economies -22.7 5.1 -6.3 -6.3 -11.4 0.3 -4.9 -3.9
Developing economies . . . 2.9 0.0 ¢.9 0.9 7.7 1.6 0.0 1.0

Source: See source and foot-note a/ to table 35.
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of the Soviet net deficit with the developed market economies is accounted for by
the increase in the passive balance with the United States of America ($2.% billion),
which stemmed from the grain purchases made in the wake of the 1975 harvest failure.
The Soviet balance with most other important trade partners - especially France,

the IFederal Republic of Germany, Italy and the United Kingdom -~ improved
gignificantly. Among the Eastern European countries, Bulgaria, Hungary and Romania
improved their balences with the market economies, while the deficits of
(zechoslovakia, Poland and perhaps the German Democratic Republic widened. Poland
alone, with a passive balance of $3.3 billion, accounted for more than half of the
combined deficit with the developed market economies.

The shift in intragroup trade balances and the continued, though reduced,
imbalance in East-West trade drew attention in 1976 to the financing issues
involved and the build-up of the external debt of the Eastern European socialist
countries. Balance-of-payments data are not available for any of the countries,
and hence the contribution of invisible and capital transactions, of gold sales
and of external financing to the settlement of the merchandise itrade deficits can
at best be only roughly estimated. In some countries, net revenues from tourism
(Bulgaria, Hungary, Romania) and shipping (Poland, USSR} provide offsets to the
trade accounts. The Soviet Union, as a major gold producer, can utilize gold sales
to finance balance-of-payments deficits. On the other hand, by 1976 in several of
the Eazstern Furopean countries debt service obligations must have been adding
substantially to the over-all financing reguirements.

Imhalances in trade among CMEA member countries probably posed no significant
financing issues in 1976. The net imbalances in the rouble-area trade of the
socialist countries were small relative to total trade flows - less than 2 per cent
of exports in four of the seven countries, between 6 and 10 per cent in the others.
Bilateral imbalances, which are more relevant under the trade and payment
arrangements of the socialist countries, with their limited provision for
multilateral settlements, ran at levels that were somewhat higher than the aggregate
net imbalance, but not substantially so; and in the most important set of bilateral
relations in the region - that between the Eastern Eurcopean raw material importers
and the USSR - the 1975-1976 deficits may have been financed largely by drawing
down claims from surpluses in earlier years. 71/

Total short- and medium-term transferable rouble credits granted during the
year by the International Bank for Economic Co-operation (IBEC), through which most
payment flows between CMEA member countries are cleared, amounted to TR 4.2 bhillion
on a TR 82.5 billion volume of trade and other transactions. This represents a
very small increase over the 1975 credit volume of TR k.l billion, especially in
view of the fact that at the beginning of 1976 the IBEC clearing system was
expanded to inciude the trade flows between Cuba and the other CMEA countiries. The
largest part of this lending (TR 3.6 billion) was of a very short-term nature,
bridging temporary imbalances in the flows of reciprocal deliveries, most of which
were probably liguidated before the end of the year. The outstanding indebtedness

I&/ The largest deficits with the Soviet Union in 1976 were those of the
German Democratic Republic and Poland (TR L39 and 265 million, or 16 and 11 per cent
of exports, respectively). The imbalances of the other Eastern Furopean countries
ranged from 3 to 7 per cent cof their exports to the USSR. In all cases the
cumulative imbalance for 1971-1976 is either quite small relative to the 1976
deficit or in favour of Bastern Europe.
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of member banks to IBEC increased by only 56 million roubles, from TR $55 million
at the end of 1975 to TR 1,011 million at the end of 1976. 72/

The general swing-around in the pattern of trade balances in 1975, which saw
all countries except Poland and the USSR go into deficit in their intragroup trade,
was clearly atiributable to the price changes of that year and the consequent
worsening in the terms of trade of those group members that import raw materials.
The faet that in many cases the 1976 imbalances were smaller than those of the
preceding year, and in others not much larger in spite of continued price increases,
would seem to indicate that adjustments in the real trade flows have been taking
place. I§/ It should bve noted, however, that the substantial shifts in world
market prices of 1973-197h, especially for fuels and energy, have not yet fully
come to bear on trade relations between CMEA members., The operation of the new
price formation formula which is designed to feed these changes gradually inte the
CMEA trade price structure, is likely to subjeect the socialist trade and payment
system to some stresses over the next two years.

Financing issues and credit operations played a much more significant role in
trade with the developed market economies, where in 1976 imports exceeded exports
by 42 per cent {34 per cent in the case of the USSR and 40 per cent in that of the
Bastern BEuropean countries) and where the cumultative 1970-1976 merchandise trade
deficit amounted to $3% billion (32 per cent of cumulative exports). Though in
the merchandise trade accounts this deficit was partially balanced by z substantial
surplus with developing economies ($11 billion cumulatively, of which $8 billion
was on account of the USSR}, most of this proktably did not give rise to convertible
currency claims that could be used to offset liabilities in these currencies to the
industrial countries.

While part of this cumulative merchandise trade deficit was offset by net
earnings on invisibles or finapnced by gold sales, substantial borrowing requirements
remained. The main sources of financing were government-guaranteed export credits
from the supplier countries, direct supplier credits, and Duro-market borrowings
from Western banks, with bond issues and loans from international financial
institutions {(the International Monetary Fund (IMF) and the International Bank for
Reconstruction and Development (IBRD), in the case of Romania) playing a minor role.
The actual volume of net debt outstanding remains somewhat uncertain; estimates
for the position at the end of 1976 vary from $30 to $46 billion. 74/ A major

72/ Ekonomicheskaia gazeta, No. 19 (Moscow, 1976), p. 20 and No. 21 (1977),
p. 20.

73/ Increases in the German Democratic Republic and Polish deficits vis-d-vis
the USSR probably arcse out of the agricultural performence of the past two yvears,
which necessitated additional imports. Poland, where more general supply-demand
imbalances developed internally in 1976, is reported to have received a
TR X biillion loan from the Soviet Union.

74/ An effort to compile comprehensive data, including information on interest
rates and maturity structure, is under way under the auspices of the Bank for
International Settlements. A roughly estimated total of $30 billion has recently
been mentioned by a deputy president of the Hungarisn National Bank, though without
debtor country detail {(J. Fekete, as guoted in Moscow Narodny Bank Press Bulletin
(London), 2 February 1977). A breakdown by debtor country is included in two sets
of estimates compiled by the United States Govermment and banking sector researchers,
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component of all estimates is the external position of commercial banks in the
Group of Ten countries and Switzerland, compiled quarterly by the Bank of
International Settlements in Basle. 75/ Trends in this portion of the socialist
countries' external financing are therefore of some interest, though it should be
kept in mind that the relative significance of this and other components varies
petveen countries and over time. Wet indebtedness to the reporting banks (claims
on Eastern Furope and the USER less deposits maintained by the socialist countries)
reached a level of $21.4 billion at the end of 1976, having increased by

$6.1 billion during the year {compared with an $8.6 billion increase in 1975).

This increase covers new syndicated {"publicized") medium~ and long-term
Furo-currency loans (estimated at $2.2 billion in 1976 and $2.0 billion in 1979) 16/
and short-term Euro-market credits, as well as that portion of supplier credits
which, via the & forfait market, came to be held by the banking system, and it
comprises much reduced borrowing of the USSR ($1.9 billion, as against $4.7 billion
in 1975) and somewhat greater net borrowing of the Bastern Buropean countries

(43.8 billion in 1976 compared to #3.3 billion in 1975). 77/ Poland, with

1.4 billion, and the German Democratic Republic with $1.0 billion of new loans,
were the most active borrowers, while Romania was the only country in the group to
reduce its outstanding indebiedness (table 36}.

Debt-service oblisations associated with these credits clearly must have been
rising rapidly as a proportion of convertible-~currency earnings in recent years,
but estimates of the volume of this burden are somewhat uncertain owing to the lack
of comprehensive information on the maturity structure of the debt and the
corresponding repayment schedules. Interest payments alone - for which lower limits
can be roughly estimated on the basis of the BIS data on outstanding financial
sector loans and prevailing interest rates - must have reached 10-15 per cent of
export receipts frow developed market economies in most Eastern European countries,
and more - near 30 per cent -~ in Bulgaria, but substantially less - perhaps
8 per cent - in the USSR. Amortization of principal - vhich in several Lastern
Furopean countries is likely to show a pronounced bunching in the next few years
as the S-to-T-year loans of the early 1970s reach maturity - could easily double
and in some cases triple these ratios. But it is not clear how much the repayment

(continued)

shown in table 36. In the case of the Fastern Buropean countries, the lower of
these two estimates (25 billion) is approximately equivalent to the cumulative
merchandise trade deficits for the period 1965-1976. In the case of the Goviet
Union, the higher estimate (%16 billion) probably includes some double-counting.

A. Maslov, director of the USSR Foreign Trade Bank, recently Jdeclared a $13 billion
estimate of Soviet indebtedness to be too high. BSee Vildagpazdasig {Budapest),

20 April 1977.

75/ See foot-note b/ in table 36 for the list of countries covered and
limitations of the data. It should be noted that Austrian banks, which play an
important part in financing the trade of the centrally planned economies, are not
included in the BIS reports. Also excluded are claims on the German Democratic
Republic of banks in the Federal Republic of Germany.

76/ World Bank, Borrowing in International Capital Markets, March 1977, p. 6
{corrected for BEurc-currency placements by Cuba and the Socialist Republic of

Viet Mam).
71/ Another $0.5 billion of borrowing in 1976 ($0.6 billion in 1975) is not
specified by debtor country in the BIS data (see foot-note b/ in table 36).
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of principal added to the total debt-service burden in 1976. 18/ TFaced by rising
debt-service requirements, several Bastern Furopean countries, as noted below,
intend to accelerate exports to developed market economies sharply in 1977 while
restraining the growth of imports. Though the aim is in no case an immediate
elimination of the merchandise trade deficits, the five-year plans in several
countries provide for balanced Dast-West trade by 1980, In the case of the Soviet
Union, the task of debt-service management is eased by the fact that a considerabls
part ~ reportedly about 40 per cent - of the over-all debt is accounted for by
self-liouidating credit arrangements in the form of compensation deals, under which
the purchase of plant and equipment is repaid later through the contracted export
of the products of the new installations.

Medium~term outlook and national economic plans

Plan tarpgets for 1977

Teonomic growth in the centrally planned economies of Bastern Europe and the
USSR is expected to continue in 1977 at approximately the same pace as in 1976,
well below the growth rates of the first half of the decade. The aims of the
nationazl economic plans reflect the over-all intentions of the mediwn-term
development programmes, which emphasize consolidation, the reduction of internal
and external imbalances, and improvements in efficiency of production and gquality
of output. The rapid dwindling of labour force increments in most countries
belonging to the group and the increasing capital intensity of energy and raw
material supplies lend urgency to these efforts and impose constraints on the
grovth possibilities.

The aggregate net material preoduct of the Eastern Luropean socialist countries
is slated to increase by about 5 per cent, slightly below the 1976 growth rate.
Over-all growth is expected to slacken in Poland (from 7.0 to 5.7 per cent) and in
the USSR {from 5 to L.l per cent), while in all other countries of the region -
most of which had experienced substantial downturns in growth, caused mainly by
harvest setbacks in 1976 - some acceleration is planned (table 28). Targets for
gross agricultural output generally assume normal climete conditicns and therefore
rather high growth rates in a number of countries in which output declined for two
successive years, as well as accelerated expansion in the livestock sector in those
countries in which good 1976 harvests replenished fodder stocks (table 31). The
pilanned growth rate for the regional agpregate can be estimated as over 7T per cent.
Gross industrial output is expected to slow down substantially in Poland (from
10 to 6-T per cent} and to decelerate less steeply in several other Eastern European

18/ Vestern estimates published by the Chase lManhattan Bank put the burden in
1976 at 45-5C per cent of hard currency export earnings for Poland and Romania,
30-40 per cent for Czechoslovakia, the German Democcratic Republic and Hungary, and
about 26 per cent for the USSR (East-llest Markets (New York), 7 and 21 March 1977).
o data were available for Bulgsaria, but analogous estimates would probably be
substantially above those for Poland and Romania. UNo definition is given for the
denominator of the ratio ("hard-currency exvorts™), but its coverage may have been
narrower than total exports to developed merket economiss, if so, comparable ratios
calculated on the data employed in the prescnt report would be lower. A more
comprehensive measure would also take into account net convertible currency earnings
from tourdism and shipping, which would appreciably lower the relevant ratic in the
case of several Fastern Buropean countries.
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countries, but to accelerate in the USSR, for a regional industrial growth of
sbout & per cent, slightly above last year's attainment (table 29).

Total domestic uses of output appear to be scheduled in most countries of the
vepion to expand rather more slowly than total output. Only the Soviet Unicn,
yieh i3 likely to benefit from improved terms of trade in its foreign relations,
sppears to plan for a balanced growth of output and final uses. The planned
Increase in investment expenditures (pross) can be estimated to be less than
“ per cent for the group, only marginally higher than in the preceding yvear and
substantially below the expansion rate of the early years of the decade
{8-9 per cent). In the Soviet Union, investment outlays are to grow somewhat
faster than national income (4.6 per cent, up slightly from last year's 4 per cent
growth), but in the Fastern Duropean countries the estimated combined investment
growtin of 5.9 per cent is substantially below the planned over-all output growth
ratg of 6.9 per cent. Only Romania plans to accelerate invastment growth
;i ficantly, with a L7 per cent increase, much above the planned income growth
of 11 per cent (table 32). Consumption indicators alsoc tend to be below the
planned over-all output growth rates, with the probable exception of the Soviet
Uinion, where the improved agricultural situation resulting from last year 'y
bumper harvest is expected to boost consumer supplies {(table 33).

The constraints on the growth of domestic final uses are connected with the
concern of the Fastern Buropean countries with improving their external balances.
Tn Hungary and Poland, the plan targets explicitly spell out these relations.

Thus, in Poland, total domestic uses of output are to increase by 2 per cent as
crainst s 6 per cent increase in net material product, and this is to be
complemented by a 13 per cent expansion in exports, as against a rise of only

3 per cent in imports. In Hungary, the corresponding goals are increases of

I and 6 per cent for domestic uses and net output, and 8 and il per cent for
imports and exports, respectively. Host other countries provide only forelgn
trade turnover (exmorts plus imports) targets, but are likely to have similar aims,

Most of the Fastern Buropean countries are net importers of energy and raw
material and will probably again experience deteriorating terms of trade in their
exchanges with the Soviet Union, their largest trade partner, as foreign trade
prices within CMEA are being further adjusted towards world market levels in 1977.
This requires the provision of increased real export flows to maintain the
necessary import supplies.

In their trade with the market economies, all centrally planned economies
intend to reduce sharply the trade deficits that have mounted during the past few
vears. Foreign trade plans appear to concentrate on efforts to accelerate export
growth in order to achieve this aim, rather than on significant import cutbacks;
but in some countries machinery to effectuate the latter azppears to have been set
up in case such cutbacks are necessary. The compression of investment demand is
one aspect of this, and in several countries institutional measures to exercise
closer central control over the conduct of foreign trade is another. Though
predictions in this swhere are risky, the over-all impression is that for this
reason, at least in Bastern Europe, though perhaps not in the Soviet Union, the
demand for imporis from the market economies is not likely to increase very much

in the near future. 79/

19/ Separate targets for trade with the market economies are available only
for Hungary and Poland. In the case of Hungary, eXports to market economies are
planned to rise by 17- 18 per cent, while imports will be increased by 8 per cent.
Poland expects to expand exports to market economies by 15 per cent while holding
the import increase to 1 per cent.
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Five-year plans. 1976-1980

The year 1976 was especially important for clarifying the medium-term
perspective of the centrally planned economies. First, in the course of that year
all countries of the group adopted final versions of the five-year plans for
1976-1980, which in some cases were slightly revised as against the "draft
directives" accepted by the party congresses in 1975 or early 1G76. Second,
economic developments in 1976, both domestic and foreign, allow for a bebbter
Judgement as to the relation of major medium-term targets to the underlying trends
and processes that can slready be discerned. The over-all economic performance in
these countries in 1976, generally satisfactory considering the circumstances,
would seem to be consistent with the plans for lowering the growth of major
1976-1900 targets as against that achieved in 1971-1975. It is also evident that
gome countries in the group are undergoing a process of major structural adjustment,
which by its very nature requires a reduced growth rate for the optimal
mobilization of internal} resources and their efficient utilization.

The five-year plans, as finally adopted, show the impact of recent changes in
the global economic envircoment on internal development priorities in a shift of
investment programmes towards the primary sectors - the raw material and energy
complex, on the one hand, and agriculture, on the cther. 1In a pericd when most
countries in the group have started o experience relative scarcities of some
basic inputs, especially labour, the need to tap new cnergy resources requiring
sizable long-term investmenis is particularly demanding. This challenge is to be
met in part by joint efforts within the Council for Mutual Economic Assistance,
which will involve substantial investment outlays. The second bhasic feature common
to all countries under the current five-year plans is the search for greater
efficiency in use of resources and more balanced growth. The "quality factors"
have decidedly come %o the fore in plamning for a pattern of industrial growth that
is expected to bring about a greater increase in labour productivity, greater
efficiency in investment processes, savings of energy and rav materials per unit of
output and g final product of higher quality.

Targets for resource allocation contained in the 1976-1980 plans reflect the
desire to hold down or reduce the expansion of total investment expenditures
(except in Romania) and to achieve output growth at lower capital costs. The
targets for consumption growth are also somewhat below the growth rates achieved
in the previous five-year period. As indicated above, in the Eastern Furopean
countries - most of which have incurred substantial foreign trade deficiis in
recent years - total domestic uses of net material product are to expand at a
slower rate than total net output, in order to permit the servicing and repayment
of foreign credits and to finance more costly imports of raw materials. The
discrepancy between growth targets for net output ("national income produced") and
total domestic uses ('mational income distributed”) is especially apparent in the
case of Pcland, which has accumulated the highest trade deficits. It is somewhat
smaller but still significant in the case of Hungary. Other countries within the
group have not reported those proportions.

Production

The aggregate net material product of the centrally planned econcomies of
Eastern Burope and the USSR is expected to increase by an average 5.3-5.4 per cent
annually in 1976—1980, as compared with the 6.3 per cent attained despite several
harvest setbacks and other difficulties in the 1971-1975 period (table 28),
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The deceleration in growth represents a response tc several factors. First,
most countries in the group are faced with deceleration in input increases resulting
from demographic trends and new investment priorities. Secondly, virtually all
countries within the group are striving for improved intersectoral balance, which
in many cases means holding down some of the fast-growing sectors. Thirdly, for
balance-of-payments reasons, almost all countries are under heavy pressure to
restrain imports, a situation substantially different from the one that existed in
the first half of the decade.

The deceleration in growth reflects mainly the lower targets for industrial
production, which accounts for between one half and twe thirds of the net materdial
product. On the other hand, agriculture is in most countries expected to grovw
somewhat faster than in 1971-1975. Gross industrial output is to increase by
6.6-6.8 per cent annually, ranging from about 6 per cent for Czechoslovakia, the
German Democratic Republic and Hungary to about 11 per cent for Romania. Only
Bulgaria expects to maintain output growth at earlier rates (table 29). 1In the
case of Romania, whose target rate is the highest of the group, the Tfarget is
still below the almost 13 per cent rate attained in 19T71-1975.

One of the characteristic features of the current five-year plans is a
narrowing of the differences between the rates of growth in the producer goods
sector and the consumer goods sector. This is expected to contribute to a better
intersectoral balance and, in particular, to more stabilized domestic markets for
consumer goods. However, it should be pointed out that in most countries within
the group, including the Soviet Union, the planners are attempting to reconcile a
more harmonious economic growth with an above-average rate of development for heavy
industry. The continued expansion of domestic energy and raw material resources,
conbined with fast expansion of such leading industries as engineering, electronics
and chemicals, is considered crucial to continued technological progress.

In the energy sector most countries in the group are striving for a rapid
increase in the production of coal or lignite and electrical power. The Soviet
Union has also embarked, partly in joint ventures with other members of the group,
on an ambitious programme to increase ihe production of oil and natural gas to
meet the growing needs for these fuels. The dependence of the East Huropean
countries on Soviet oil and natural gas will continue to increase. While Soviet
deliveries of oil are expected to slow down a little as compared with the
19711975 period, deliveries of natural gas will increase substantially. Hungary,
for instance, plans to increase the share of USSR deliveries in total energy
consumption from 35 per cent in 1975 to L8 per cent in 1980.

The engineering industry, which is already providing about 40 per cent of all
industrial employment in these countries, is to expand at a particularly rapid
pace under the current five-year plans, ranging from an annual rate of 7.4 per cent
in the Cerman Democratic Republie to about 15 per cent in Bulgaria. The same goes
for the chemical industry, which currently accounts for about 6 per cent of
industrial employment. Its projected rate of expansion ranges from an annual rate
of 6.5 per cent in Czechoslovakia to about 16 per cent in Romania. In all countries
expansion in these industries is to exceed that of industry as a whole,

On the other hand, the projected expansion rates for lipght industry. more
closely connected with the consumer market, differ more widely. The planned rate
of growth in Bulgaria, (zechoslovakia, Romania and the USSR is below the projected
average growth of industrial production. In the German Democratic Republic it is
higher, while in Poland and Hungary it is about the same.
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In Czechoslovakia, the German Democratic Republic and Hungary, where growth of
the labour force is close to zero and the possibility of transferring wvorkers from
agriculture to industry has either been exhausted or pre~empted by the nriority
claims of other sectors, mostly in the non-material sphere, labour supply poses a
serious constraint on faster industrial growth. Thus, in Hungary the entire planned
increment in industrial output, and in the other two countries 90 per cent or more,
is expected to come from productivity gains. In Poland and the USSR, labour
resources are growing at reduced rates, and sectoral shortages as well as
difficulties arising from the regional distribution of the population have already
been felt. Only Bulzaria and Tomania are still able to draw labour from asriculture
to industry to any significant extent.

In agriculture, a sector that not only produces a still rather hiph share of net
material product and therefore substantially affects the growth of national income
but that also determines the equilibrium in the economy at large and on the market
for consumer goods in particular, the adopted growth targets are generally quite
high. The projected growth in gross agricultural output ranges from near 3 per cent
annually in Czechoslovakia to 5-8 per cent in Romeania (table 31}, In virtually all
countries the growth priorities accorded to the crop and livestock sectors during
the previous period have been changed. While in 1971-1975 animal production
expanded substaptially faster than crop output, in the current five-year period the
priorities have been reversed. The harvest setbacks experienced in recent years
have caused severe strains in the grain and fodder balances of the region - in a few
cases, as noted earlier, with serious repercussions on livestock numbers. Thus, in
the coming years priority has been accorded to a faster growth of grains, fodder
and other ground crops. Some countries in the group, notably Czechoslovakia, intend
to achieve self-sufficiency in grains by the end of the period, while others, like
Poland, want to reduce substantially their dependence on imports, rebuilding at the
same time the recently reduced livestock herds. In the case of Romania the adopted
growth targets are so high in both the crop and livestock sectors that their
attainment would appear to depend on extrerely favourable conditions over the whole
Five-year period,

Resource uses

Under the current five-year plans final expenditure is expected to grow at
generally lower rates than in the first guinquennium of the decade. The only
exception seems to be Romania, which - Jjudging by the investment growth target -~
intends to pursue an exceptionally high rate of growth in total resource uses. TFor
most countries lower rates of growth in final expenditure are in accord with the
expected output trends. In the case of Poland and, to a less extent Czechoslovakia,
this will mean a reversal of earlier relative trends. Since in most of the Eastern
European countries exporis are expected to grow faster than imports, total domestic
uses should grow more slovly than total output. As noted earlier, this should help
meet repayment schedules on the external debt and in some cases to offset
deteriorating terms of trade.

Except in the German Democratic Republic and Romania, gross fixed investment
is to increase at rates much below those of 1971-1975. Czechoslovakia and Romania
are likely to be the only countries in the group in which the share of accumulation
in national income will increase -~ in the case of the latter, above the high figure
of 34 per cent in the 1971-1975 period. The planned reduction is particularly
notable in Hungary, Poland and the Soviet Union {table 32). In most countries in
the group the scaling down of investment growth has involved difficult choices, for
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it is being done at a time when new demands for expansion are coming from such
sectors as energy, agriculture, residential construction and the whole complex of
food processing and consumer goods industries.

In Poland, investment expenditures are to increase at 7.Lh per cent a year, as
compared with 18.4 per cent in the previous five-year periocd. Whereas in 1975
investment accounted for 32 per cent of national income distributed, by 1980 this
ratio is expected to have dropped to 6 per cent, while the share in total
investients of such areas as food processing, housing, coal extraction and power
ceneration is to rise.

Tn the Soviet Union, gross fixed investment is to grov at an annual rate of
.7 per cent, compared with T per cent in the preceding period. But investment in
agriculture will be rising at an average annual rate of 5.5 per cent, and its share
in total investment will increase from 26.2 per cent in 1971-1975 %o 27.2 per cent
in 1976-1980. Although no official figures are yet available either for the
expected growth of industrial igvestment or for its structure, it can be assumed,
on the basis of output priorities, that the bulk will go into such industries as
engineering, chemistry and the energy sector.

In Hungary, gross fixed investment will be expanding at an average annual rate
of 4.6-4.7 per cent, as compared with 7.1 per cent in the previous period, but
investment in industry is to grow at 5.1 per cent. The most favoured branches are
metallurgy, machine-building and the generation of electrical power. The rate of
increase in agricultural investment is to be only marginal.

In Romania, gross investment is to grow at almost 13 per cent annually, which
is faster than the planned growth of national income. The share of industry will
inerease from 50 per cent of the total in 1971-1975 to 58 per cent in 1976-1980,
the highest in the group, while that of agriculture will drop from 1% to about
12 per cent. Agricultural investment ig none the less to increase at almost
9 per cent annually over the period. Industrial output targets suggest that the
nighest rates of investment growth will probably be in such industries as chemicals,
engineering, metallurgy and copstruction materials. It can be assumed that lirht
and fcod-yprocessing industries will also receive significant increases of investment
funds.

There are no official figures on investment growth by sector or by industry for
other countries in the group. But, Jjudging by production targets, the planners have
faced similar choices. In Czechoslovakia, the main stress in investment activities
is being put on completion of ongoing projects, especially in power generation and
other energy resources, and on the modernization of the engineering industry.
Agyicultural investment is to continue to grow rapidly, though probably at a
somewhat lower rate than during the last five-year period. The increase will be
similar in Bulgaria, where almost 70 per cent of capital investment in material
production is to be devoted to the modernization and expansion of existing
facilities. In practically all countries, the ipitation of new invesiment projects
is to be constrained in order to permit a concentration of effort on projects
already in progress, so0 as to avoid bottle-necks in the supply of building
materizls or in the construction sector.

Consumption is generally expected to inerease more slowly than in the 1971-1975
period. Real consumer incomes are expected to grow at rates ranging from 3.5 to
5 per cent on a per capita basis, and real wages generally at somewhat lower rates
{table 33).
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Expenditures for social programmes are expected to grow faster than private
consumption in most countries within the group. 80/ This reflects the effort to
improve and expand facilities and services in such areas as health, education,
child care, retirement benefits, recreation and sports. In the Soviet Union,
vhere average wages are expected to grow at dah annusl rate of 3.2 per cent,
consumption from social funds is to grow at 5.4 per cent, so that by 1980 it
will amount to one third of total consumption.

One important element of the programmes designed to raise levels of living is
housing construction. In terms of new dwellings, the highest increases are
expected in Bulgaria, the German Democratic Republic and Poland, btut elsewhere
the targets are also higher than the actual verformance in the Tirst half of the
1970s. In some cases this will mean overcoming the shortages in construction
materials and labour and the various inefficiencies in the investment Trocesses
that have tended to inhibit faster growth in the construction sector.

Foreign trade and regional integration

Targets for foreign trade in the five-year plans, though very summary,
reveal the intention to maintain rates of expansion generally well above the
planned growth of output (table 35). Exports are to increase faster than imports
in all cases in which these targets are specified. Intraregional trade
apparently is scheduled to grow somevwhat faster than total trade - in the
aggregate it will be more than 50 per cent above the figure for the preceding
five-year period, as against an estimated 45 per cent for all trade. Tt is not
clear, however, whether this represents an intended shift in the geographical
structure of trade or merely reflects the expected catching up of trade prices
within CMEA to world price levels and thus a re-establishment of the proportions
prevailing before the 1973-19T4 inflationary upsurge in outside markets.

The character of trade among the members of the Council for Mutual Tconomic
Assistance is expected to be strongly influenced by the implementation of the
"Comprehensive Programme for the Further Extension and Improvement of Co~operation
and the Development of Socialist Economic Integration™. The co-ordination of the
member countries' five-year plans, co-operative efforts in the field of science
and technology, and the execution of the joint investment projects contained in
the "Agreed plan of multilateral integrative measures for the period 1976-1980"
adopted in 1975 are to increase complementarities in the production structure of
the CMEA group. Trade levels will be especially affected by two important
developments.

First, as a result of the large number of bilateral and multilateral
specialization agreements concluded during the first five years of the
"Comprehensive Programme” and the maturing of the new production processes and
arrangements initiated during this period, a substantial inecrease in the degree

80/ The only exception may be Romania, where in & March 1977 speech to the
National Assembly, in an apparent policy shift, President Ceausescu deplored as
"abnormal” a situation in which indirect (social) incomes grew substantially
faster than direct latour incomes and announced the intention to accelerate real
vage growth from the 18-22 per cent (3-h per cent annually) target of the five-year
plan to 30 per cent (5.4 per cent annually) at the expense of some reductions
in social outlays. See Scinteia (Bucharest), 29 March 1977.
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of intrarcgional specialization in production is expected, especially in the
engineering and chemical sectors of industrv. Rourch estimates derived from
information on the bilateral medium-term trade apreements indicate that deliveries
of products covered by specialization apreements should grow ruch faster than
total intragroup trade - by about 12-15 per cent annually as against roughly

8 per cent. 81/

The second development is the stepped-up exchange of capital and labour
resources. §g/ Co-operation in regional investment projects will yield a rapid
increass in deliveries of fuels and raw materials towards the end of the decade,
mostly from the Soviet Union to the smaller members of the group. It is expected
that the International Investment Bank will play a pivotal role in directing
financial and other resources from the CMEA area, as well as from Western financial
markets, into projects of interest to a majority of the member countries.

Finally, a new instrument in the form of "ong~term target programmes'’ ,
mandated by the Council at its thirtieth session in Berlin (in July 1976), 83/
is expected to affect the course of regional integration activities towards the
end of the decade. These programmes, focused on selected areas and with a time
horizon of 10 to 15 years, are designed to cope with some of the aspects of plan
co-ordination that the socialist countries find difficult to accommodate within a
framework designed for the co-ordination of annual and five-year national economic
plans. Five areas of special importance for long~term growth and integration of
the CMEA economies were selected, and the CMEA secretariat, its affiliated
organizations and the economic research institutes of the member countries were
asked to draft target programmes in 1977-1978, (a) to solve the problems
encountered in maintaining balance in fuels and basic raw materials, (b) to enhance
specialization and eliminate duplication in the engineering sectors, (¢} to improve
the balance in basic food supplies and increase the effectiveness of agriculture,
(d) to improve the supply and quality of a wide range of industrial consumer goods,
and (e) to establish a fully integrated transportation system for the region. In
these programmes, demand and supply developments will be forecast, and investment

intentions as well as trade flows will be co-ordinated in an effort to attain
greater region-wide efficiency in the use of scarce resources.

§}/ Tn the case of the USSR, for example, the share of machinery and egquipment
exchanged under specialization agreements is to reach about 50 per cent of total
intrarcgional trade in this commodity group. See M. Baibakov, "Novoe v
koordinatsii narodnokhoziaistvennykh planov stran-chlenov guvV", Fkonomicheskoe
sotrudnichestvo stran-chlenov SEV, No. 3 (Moscow, 1976), p. 11. In 1975, this
proportion vas 19 per cent in exports and 40 per cent in imports. See "Razvitie
_mezhdunarodnoi spetsializatsii i kooperirovaniia proizvodstva v protsesse
sotsialisticheskoi ekonomicheskoi integratsii stran-chlenov SEV", Ekonomicheskoe
sotrudnichestvo stran-chlenov SEV, No. bk (Moscow, 1975}, p. 90.

82/ Total investment expenditures for the construction of multilateral
integration projects are plammed to reach sbout TR 9 billion. Of this, outlays in
1976-1980 on joint projeets located in the USSR will smount to TR 6.5 pillion, of
which the Fastern Furopean countries will contribute about TR 3.4 billion. BSee
V. Karpich, "Proizvodstvenoto s'trudnichestvo mezhdu stranite ot SIV - osnova za
progresivnoto razvitie na textriia stokoobmen™, V'nshna t'rgoviia, No. 9 {sofiza,
1976), p. 10.

§§/ Council for Mutual Fconomic Assistance, Communique on the X¥XXth Session
of the Council for Mutual Feconomic Assistance (Moscow, 19T6); see also
Tu. Kormnov, 'Dolgosrochnye tselevye proframmy sotrudnichestva stran SFV", Voprosy
exonomiki, Mo. 1 {Moscow, 1977), pp. 86-94.
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Asien centrally planned economies

Little statistical information is available on the economic aggregates of the
Asian centrally planned economies. Qualitative information and branch or commod ity
date suggest that economic growth in China and Mongolia in 1976 was less than in
the preceding two years. This deceleration was partly the result of the impact of
unfavourable weather conditions on agriculture and, in the case of China, also of
the disruptions caused by the earthguake that in July 1976 devastated Tangshan,

a major industrial centre. In the Socialist Republic of Viet Wam, outpul increased
considerably as economic recovery from the war continued.

In the People's Republic of China, the fifteenih consecutive good harvest was
announced in December 1976, with the output of grains, sugar, tobacco, tea, hemp
and jute, and silk all above 1975 levels. 84/ State purcheses of summer grain
were 10 per cent above plan, QQ/ and total grain output was egual to or above the
1975 level in most provinces. Tate in 1976, however, China entered the world
grain market on a substantial scale, and by June 1977 was reported to have
contracted Tor 9 million tons of grain, of which over 7 million tons were for 1977
delivery. B&/

No aggregate data are available for industrial output and very little
gquentitative information has been announced for particular branches or products,
but the few figures that have been published point teo some slowdown in growth. 1In
the first half of 1976, China's coal output increased by 7.6 per cent, 87/ but
for the year as a whole the increase seems to have been smaller. The earthquake
at Tangshan appears to have severely affected output at the nearby Kailuan coal
mine, the largest in China. In spite of the setback, however, the output plan for
coal was met. 88/ Steel output in 1976 is reported to have been 21 million tons,
4 million tons lower than in the preceding year, 89/ a decline probably also

8L/ Hsinhua (Peking), 29 December 1976.
85/ Peking Review (Peking), 27 August 1976.

§§/ United States of America, Department of Agriculture, Foreign Agriculture
(Washington), 11 July 1977. Harvest expectations for 197T were affected by
extensive droughts in the spring of the year, and this probably contributed to
the higher import orders that compare with 1976 grain (mainly wheat} imports of
5 million tons and a 19T71-1976 average of 4.6 million tons. Grain (mainly rice)
exports in the same years came to 0.9 and 1.3 miliion tons, respectively. Imports
of 7~9 million tons would represent about 3 per cent of the 1974 harvest of
275 million tons (inecluding soy beans and a grain equivalent of tubers), the
latest figure provided by Chinese officials. Gee China Quarterly {London),
December 1976, p. 817.

87/ Hsinhua (Peking), 12 July 1976.

88/ Peking Review (Peling), 1b January 1977, p. 7. Output of the Kailuan mine
is reported tc have declined by one third. See China Trade Report (Hong Kong),
April 1977, p. 8. It is expected to attain pre-earthquake levels only by the end
of 1977. See Hsinhua (Peking), 10 May 197T.

89/ See China Trade Report (Hong Kong), April 1977, p. 8, citing data
provided by Chinese officials to members of the diplomatic community in Peking.
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connected with the earthguake. The largest increases were in the output of
petroleum and natural gas - 13 and 11 per cent, respectively: 29/ even these,
however, were below the 20 per cent increases registered in the first half of the
1970s. Most other output reports merely noted that production exceeded the
preceding year's level without quantifying the increase.

China's exports to developed market economies increased by 3 per cent in -
value, from $2.6 billion in 1975 to %2.7 billion in 1976, while imports dropped
sharply - by 2b per cent - from $5.5 billion to $4.2 pillion. 91/ There was
a 10 per cent decline in the value of shipments to Japan, China's most important
single trade partner, reflecting a reduction of more than 20 per cent in the
value of Chinese petroleum exports. 92/ Shipments to other developed market
economies, by contrast, increased by 19 per cent. Data on trade with
developing countries and the centrally planned economies of Nastern Furope and the
USSR are still incomplete, but a rough estimate of these trade flows indicates
that total Chinese exports to the three country groups probably inereased by about
4 per cent (from $5.7 billion in 1975 to $5.9 billion in 1976), while imports
declined by about 17 per cent (from $6.6 billion to $5.5 billion). 93/ After two
vears of deficits in the $1 billion range, China's merchandise trade balance thus
appears to have sttained an over-all surplus in 1976, and the deficit with
developed market economies - approximately $3 billion in 197k and 1975 - was cut
in half.

In Mongolia, extremely unfavourable weather conditions appear to have
produced & sharp drop in agricultural output after three years of substantial
growth. Total agricultural output in 1976 is stated to have been szbove the
1971-1975 average, which could indicate a 10 per cent decline from 1975. 2&/
No figures have been reported for grain output. Potatces - a relatively minor
erop - declined by 32 per cent. In the livestock economy, which accounts for
75-80 per cent of agricultural output, achievements generally fell short of

90/ Peking Review (Peking), 1k January 1977.

2;] Based on trade partner data as reported in International Monetary Fund,
Direction of Trade (Washington), June 1977, tape. Trade partner exports were
increased by 10 per cent and imports reduced by 9 per cent, wherever appropriate,
to obtain an approximation of f.o.b./c.i.f. values for China's exports and
imports.

92/ Petroleum, which accounted for 48 per cent of Japan's imports from
China in 1975, declined from 8 million tons in 1975 to 6.8 million tons in 1976.
See China Trade Report (Hong Kong), March 1977, ». T.

g3/ Trade with developing countries has been estimated from the data in
International Monetary Fund, Direction of Trade, which in most instances cover
only the first two quarters of 1976 (but the full year for Hong Kong, which takes
gbout half of China's exports to this group)}. Data for trade with Eastern Furope
and the USSR are available from the national returns of these countries, with the
exception of the CGerman Democratic Republic and Romania, for which rough
estimates were made. o estimate of trade with the other Asian centrally planned
economies has been sttempted.

9L/ The agricultural output index, on a 1070 base, was 123 for 1975 and
107 for the 1971-1975 average., See Statisticheskii ezhegodnik stran-chlenov
SFV 1976 {Moscow, 1976), p. 179. Output for 1976 was reported in terms of the
five-year average in Biulleten' inostrannoi kommercheskoi informatsii (Moscow) ,
17 February 1977.
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the plan by 4 to over 10 per cent. In the non~agricultural sectors, by contrast,
substantial ocutput increases were attained. Industrial output rose by almost

9 per cent, to 2.8 billion tugrik. The highest sectoral growth rates were
registered in metal-working (15 per cent), food (13 per cent), electricity

(9 per cent) and fuels (8 per cemt). With a 30 per cent increase in output, the
construction sector reached its plan target of 1.6 billion tugrik; according to
the plan, 4h per cent of this construction volume was to have been performed by
domestic units and the remainder by Soviet construction orgenizations. 95/ Freight
transport (in ton~kilometres) rose by 21 per cent and passenger transport by

10 per cent, both figures substantially above the plan targets.

Data on final use components indicate that the share of investment in national
income ~ 38 per cent in 1975 - continued to rise: gross investment expenditures
increased by 38 per cent in 1976, to 2.6 billion tugrik (as against a planned
increase of LT per cent}, vhereas retail sales - a rough indicator of trends in
consumption - rose by 5.7 per cent, to 2.5 billion tugrik (as against 4.5 per cent
planned). In foreign trade, turnover (exports plus imports} is reported to have
increased by 13.L per cent over-all and by 1b.h per cent with CMFA member
countries.

At the end of 1976, the Mongolian Great People's Khural, the national
parlisment, adopted the 8ixth Five-Year Plan for 1976-1980, as well as the annual
economic plan for 1977. 96/ The mid-term plan envisages somevhat accelerated
growth in comparison to the preceding filve-year period: national income is to
grov at an annual rate of T.2 per cent (as against 6.6 per cent in 1971-1975),
industrial ocutput at 10.2 per cent {as against 9.2 per cent in the preceding
period), and agricultural output by 5.4 per cent (as egainst 4.2 per cent).

In agriculture, the crop sector is to grow by 1k per cent annually, largely
through increases in the cultivated area. Consumption is expected to grow by
G per cent annually (3 per cent on a per capita basis). Investment expenditures
of 13.8 billion tugrik are planned at twice the level of the preceding five
years; 38 per cent of the total is to be devoted to industiry - with primary
stress on mining, the fuel industry and energy generation, light industry and
the food industry, and construction materials - and 16 per cent to agriculture.
The annual plan for 1977 envisages a strong recovery in agriculture with an

18 per cent output increase and somevhat reduced industrial growth {below

& per cent). WNational income is to grow by 7 per cent, investment expenditures
by 26 per cent, retail sales by 5 per cent and foreign trade turnover by

6 per cent - all, except perhaps national income, appreciably below the rates
attained in 1976.

No statistical aggregates have been published on the course of economiec
development in the Democratic People's Republic of Korea in 1976, the last year
of the current six-vear plan period. The targets of the 1971-1976 mid-term plan
had been reached early, in September 1975, with a 17 per cent annual growth rate
of industrial output over the first half of the decade. In 1976, the harvest is
reported to have turned out well, in spite of unfavourable weather conditions,

95/ Biulleten' inostrannoi kommercheskoi informatsii (Mosecow),
31 January 1976.

96/ lews from HMongolia, Nos. 51-52 (Ulan Bator, 1976); Biulleten' inostrannoi
Yommercheskod informatsii (Moscow), 5 February 197T.
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with a record grain vield of & million tons. TFor 1977, a grain target of 10 million
tons has been set. 97/

In foreign trade, exports to developed market economies and the Huropean
centrally plamned economies declined in 1976 by 19 per cent (from 445 million in
1975 to $360 million in 1976) and imports fell by 27 per cent (from $820 million
to $600 miilion). 98/ The merchandise trade deficits with these two country groups
thus was reduced by one third. The Democratic People's Republic of Korea incurred
a substantial external debt during the early 19T0s, estimated at $1 billion in
relation to developed market economies at the end of 1976, and since 1975 -~ in
part owing to falling prices of non-ferrous metals, its main export commodity -
has experienced difficulties in repaying its creditors. About $300 million in
obligations were reported to be overdue by the end of 1976. 99/ Early in 1977,
negotiations for a rescheduling of debt 4o Western Furopean and Japanese creditors
were under way. 100/

In the Socialist Republic of Viet Nam output increased substantially in 1976,
though the ambitious plan targets were in many cases not attained. 101/ In
agriculture, food crops increased by almeost 20 per cent in 1976 after a decline in
the preceding year, to reach 13.7 million tons (in rice equivalents, including
12 million tons of rice). An 11 per cent expansion in cultivated area accounted
for the bulk of the increase, though yields also rose. In the aftermath of the
1975 harvest failure, however, livestock output probably increased very little if
at all. A decline was registered in the important fish catch, which was
17 per cent below plan for the country as a whole and about two thirds below plan
in the southern region. Industrial output rose by 10 per cent, as against a
planned inerease of 20 per cend, with the highest increases - about 20 per cent -
in the light industry sectors {(textiles, clothing, foot-wear). No data are
available for final use aggregates except for exports, vwhich increased by
5l per cent.

Guidelines for a five-year plan for 19T76-1980, the first for the unified
country, were considered at the Fourth Congress of the Communist Party of the
Socialist Republic of Viet NMam at the end of December. 102/ The development
programme envisages average growth rates of 13-1k per cent for national income,
8-10 per cent for agriculture, and 16-18 per cent for industry. The primary

21/ Biulleten' inostrannoi kommercheskoi informatsii (Moscow),
30 October 1979.

98/ Based on IMF data for developed market economies and national trade
returns for the Bastern Furopean countries and the USSR (excluding the German
Democratic Republic, for which no data are available)}. ¥No estimate was attempted
for trade with developing countries.

99/ Far Eastern Fconomic Review - Asia, 1977 Yearbook (Hong Kong, 1977),
pp. 258-259,

100/ East-West Markets (New York), 7 February 1977.

101/ Biulleten' inostrannoi kommercheskoi informatsii (Moscow), 21 February 1976
and 19 March 1977.

102/ Biulleten' inostrannoi kommercheskoi informatsii {Moscow), 8 January and
2k February 1977.
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stress of the plan is on the development of agriculture, forestry and fishery,
and on the food industry and light industries, with the aim of raising levels of
1iving as the base for further development. Agriculture is to receive 30 per cent
and industry 35 per cent of total investment outlays over the period. The five-
year growth targets are generally rather higher than those achieved in 1976, and
the economic plan for 1977 embraces an effort to catch up with the planned trends
through accelerated growth. Agricultural output is to increase by 16 per cent -
15 per cent for the crop sector and 20 per cent for livestock production - and
industry is expected to grow by 20 per cent, with producer and consumer goods
expending at approximately equal rates. The export target ig an increase of

55 per cent, while imports are to expand by 19 per cent.
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Chapter IIT
RECENT TRENDS IN THE DEVELOFING COUNTRILS

The developing countries participated in the 1975-1976 recovery in the market
economies. In the wake of expanding demand in the major industrial countries, the
volume of developing country exports - which had flattened out in 1974 and declined
by 7 per cent in 1975 - rose by over 15 per cent. As the average unit value of
these exports was over 5 per cent higher than in 1975, the foreign exchange
earnings of the developing countries increased by more than a fifth. Mining
production, which had dropped by 9 per cent in 1975, registered an 11 per cent
increase, and manufacturing production, after slowing down to a 3 per cent gain
in 1975, accelerated to near 8 per cent (see table 37).

The upswing in manufacturing activity was partly the result of expanded
demand among the developed market economy purtners and of the rise in export
earnings. It also reflected the general improvement that had taken place in the
agricultural situation in 1975, raising rurel incomes and increasing the supply of
raw material inputs. Though the record expansion of 5.3 per cent of 1975 was not
repeated in 1976, most developing countries enjoyed good harvests and the over-all
increase in gross agricultural production approached 3 per cent.

Total production in the developing countries, which had slowed down to an
inerease of only 3.5 per cent between 197L and 1975, rebounded in 1976, reashing
an average of 5.5 per cent. There was a sharp contrast, however. between the
petroleum-exporting countries, whose growth rate excesded 10 per cent; and the
rest of the developing countries, whose output rose only 4.3 per cent. Because
the terms of trade moved in favour of the developing countries in 1976 - by
4 per cent on the average - the rise in income exceeded the rise in output.
Following gains of around 2 per cent in 1975, gross domestic income increased by
nearly 5 per cent in the petroleum-importing countries and by over 13 per cent in
the petroleun~zxporting countries.

The decline in the export earnings of the petroleum—importing countries in
1975 put the external balance of many of these countries under great stress,
and there was a widespread tightening of import controls. Though in a number of
cases these were eased as 1976 progressed and exports subsequently accelerated, ‘
for the vear as a whole the volume of imports, which had dropped by 2 per cent in
1975, recovered only partially in 1976, while the import expenditure of the
group increased by not much more than 2 per cent. i
¥

7ith export earnings increasing much faster than import expenditure, the i
trade deficit of the petroleum-importing countries was reduced - from a record f
figure of almost $36 billion in 1975 to about $29 billien in 1976. As the inflow
of loans and donations continued in 1976 at much the same rate as in 1975, this
reduction in %the deficit resulted in a sharp increase in international reserves:
after being drawn down by nearly $2 billion in 1975, these expanded by almost
$11 billion in 1976.

!
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The rate of increase in the amount borrowed from abroad by the petroleum-
importing countries declined from a fourth in 1974 and rather more than a fifth
in 1975 to about a sixth in 1976, well below the increase in export earnings.
Borrowing by the petrcleum-exporting countries rose at much the same rate, and in
the aggregate, developing country indebtedness, committed but not all disbursed,
exceeded $200 billion by the end of 1976. Debt servicing absorbed almost
$30 billion, about an eighth of total foreign exchange earnings from merchandise
exports. While in half the developing countries the service payments on external
debt pre-empted less than 5 per cent of export earnings, at the other end of the
scale almost a sixth of the developing countries paid out over 15 per cent of
their export earnings in debt service, and in a handful of countries the proportion
was even higher.

Developing country borrowing from the private money market continued to .
increase in 1976. This had the effect of shortening average maturities, increasing
the medium-term amortigation liabilities of a number of countries and raising the
average rate of interest payable on outstanding debt. Thus, while the vigorous
rise in export earnings, the continued restraint on imporits, the infiow of capital
and the rise in reserves all indicate a significant easing of balance-of~payments
strains, there were many countries whose external balance remained precariocus or
threatened to deteriorate in the face of heavy debt~service schedules.

There were also wide differences in changes in the state of internal balance.
The generally satisfactory harvests of 1975 and 1976 helped to hold down or in
some cases reduce food prices. In some countries the constraints placed on demand
in 1975 prevented the building-up of pressure on resources in 1976. In some,
the improvement in export proceeds was used to increase the supply of goods from
overseas. Thus in about a fourth of the developing countries the rise in consumer
prices in 1976 was less than 5 per cent, and in a few countries prices actually
declined. On the other hand many developing countries remained in the grip of
an inflationary spiral: one in 10 experienced price increases of over 30 per cent
and in a few cases the rise was over 50 per cent. Though, as among the developed
market economies, the instances of price deceleration greatly outnumbered those
of acceleration in 1976, inflation remained a major feature of the economic scene,
and as 1977 advanced there were signs that price increases were accelerating
again in many countries. The process of adjustment made necessary by the floating
of exchange rates and the drastic changey that have occurred in commedity price
relations-is evidently still under way.

Preducticn

Ag in the developed warket sconomies, economic growth picked up in the
developing countries in 1976 and total production, which had risen by only
3.6 per cent in 1975, increased by 5.5 per cent. Though an improvement on 1975
this increase did not raise the decade average: at 5.6 per cent per annum this
was well short of the 6 per cent target set in the International Development
Strategy. In order to reach the target, the average rate of growth in the final
four years of the 1970s will have to exceed 6.6 per cent.

Almost 4O per cent of the developing countries achieved a growth rate of

over 6 per cent in 1976. A majority (over 60 per cent) of these countries belong
to the high-growth category which had maintained an average rate of increase in

117~



production of over & per cent in the 1970s. They include some of the petroleum-
exporting countries {Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Nigeria and
Ssudi Arabia), some of the mineral-based economies (Bolivia, Botswana and
Hauritania), some of the more industrialized economies {Hong Kong, the Republic

of Kores and Singapore), two of the sugar—exporting countries (Fiii and Mauritius)
ard some cof the more diversified eccnomies (3Brazil, Ivory Coast, Malaysia,
Paraguay, Philippines, the Syrian Arab Republic, Thailand and Tunisia).

For some of the countries achieving a relatively high growth rate in 1976,
on the other hand, the result represents a marked improvement over the performance
registered in the first half of the decade. This was notubly true of some of
the petroleum exporters - Kuwait, the Libyan Arab Jamahiriyva, Oman and Qatar and
to a slightly less extent Trinidad and Tobago. It was also true of some of the
veverage~crop producers that henefited from the upsurge in prices in 1976 -
Benin and Honduras, for example, and to a less extent El Salvador, Guatemala and
Hicaragua. Among the other countries recording a much higher rate of growth in
1976 -~ over 6 per cent - than in the first half of the decade were Afghanistan,
Democratic Kampuchea, Morocco and the Niger, where the vear saw a much improved
harvest as well as greater industrial and mining production.

Altogether, half the developing countries achieved a higher rate of increase
in production in 1976 than in the first half of the decade and almost a third
continued to grow at more or less the average decade rate (see table 38). 1In
the remaining fifth, production increased at a lower than average rate: in
Argentina, Ghana and Southern Rhodesia production declined in 1976, in Ethiopia,
Lebanon, Panama and the Sudan it remained virtually stagnant, while in a number
of countries - including Tsrael, Mexico, Papua-New Guinea, Peru, Sri Lanka and
Swaziland ~ the increase in output fell shorit of the growth in population.

In about a fifth of the developing countries the 1971-1976 rate of increase
in production averaged less than 2 per cent. The performance of almost all these
countries in 1976 served to raise the decade average - most notably in the case
of Kuwait, the Libyan Arab Jamahiriya and the Niger. But in a few cases - the
Gambia, Jamaica and Laos, for example -~ the 1976 results were such as to depress
even the low average for the decade.

Thus, notwvithstanding the general improvement in the external environment,
growth rates and patterns of development in the developing countries were again
extremely diverse. The most pervasive influences on progress in 1976 were the
recovery in developed market economy demand for developing country produets and
the easing of the food situation as a result of the good harvests reaped in 1975
or 1976 or, in many countries, in both years. Both directly and indirectly -
through their impact on import capacity - these general influences served to
increase supplies and domestic activity. But there were a number of exceptions
in which other factors predominated - civil disturbances, for example - as in
Angola, Ethiopia and Mozambique - and in a few cases, natural disasters, as in
Guatemala and Honduras. Not all countries enjoyed bumper crops, moreover:
there were some reductions in agricultural output in West Africa and the Caribbean
area in 1975, for example, and in Sri Lanka and some of the Andean countries
in 1976.

In some cases - notably coffee and cccoa - peoor crops in one or two countries;

set off an upsurge in prices, benefitting 21l producers and particularly countries
whose output was well maintained. In other cases - most notsbly sugar - a {
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recovery in production brought down the world market price to relatively low
levels, to the disadvantage of all producers, particularly those whose output was
reduced in 1976. In the case of some commodities ~ notably copper and bauxite -
production was held back by an abnormally large stock overhang, resulting in part
from speculative accumulation during the earlier (1973) upswing and in part from
the sharp decline in consumption during the recession and the slowness of the
1976 recovery in investment. The impact of such changes on exporters' incomes
ané government revenue exerted a major effect on domestic demand in z number of
countries and on their external balance and thus on import policies and supplies
and on the course of fixed ipvestment.

Agriculture

Preliminary estimates indicate that the gross output of agriculture in the
developing countries increased by about 3 per cent between 1975 and 1976. This
was substantially lower than the gain recorded between 1974 and 1975 but
appreciably above the average rate for the decade.

The only regions to achieve an average 1971-1976 rate of growth in
agricultural production in excess of the U per cent set as a developing country
target in the International Development Sirategy were East and West Asia. Both
registered gains of over 4 per cent in 1976.

In East Asia this reflects the continued rapid increase in agricultural
production in the Republic of Koree and a sharp recovery in Malaysia: in both
of these countries the decade average rate of increase was over 5 per cent. I%
was rather less than 5 per cent in the Philippines, where producticn alsc rose
by over 4 per cent in 1976 as a result of good rice and maize crops and a large
increase in sugar and copra. In Indonesia, where the rice crop remained at the
1974 level of 22.5 million tons in 1975 and 1976 and the maize crop dropped to
the lowest level since 1972, there was only a marginal increase in total
sgricultural output in 1976 and the 1971-1976 average was under 3 per cent -
barely above the rate of growth of population. In Burma and Thailand, where
relatively large rice crops were harvested in 1975, there was no further advance
in 1976: insect damage wags particularly heavy in Burma, while in Thailand drought
inhibited not only the rice crop but also cotton and kenaf yields. Over the
1971-1976 period the increase in agricultural production averaged almost 4 per cent
in Thailand but not much more than 1 per cent in Burma, where per capita continued
to deciine.

In West Asia, still heavily dependent on rainfall, agricultural output has
continued to fluctuate widely. There were extremely large increasses in Irag
and Jordan in 1976, after a poor season in 1975. Substantial gains - around
10 per cent - were also recorded in Iran and the Syrian Arab Republic, and Israel
also exceeded the 4 per cent target in 1976. Lebanon was the only developing
country in the region to register a reduction in output - reflecting reduced
planting in the face of civil disorder. The instability of agriculture in most
of the countries makes it difficult to assess progress over the longer run. 103/

103/ In Iraq, for example, the 1976 wheat crop was 50 per cent greater than
that of the previous year but only half the bumper crop of 1972, and rice and
barley production showed similar gyrations. Similarly, in the Syrian Arab Republic
the 1976 output of wheat, cotton and sugar-beets, though relatively good, was
appreciably below 1972 levels. The extension of irrigation and the improvement in
metheds of cultivation are just beginning to reduce this marked instability in
agricultural production.
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Except in the case of Irag, all the countries exceeded the Lk per cent growth rate
in the 1970s, but in Jordan and the Syrian Arab Republic, as well as in Iraq,

per capita output in 1976 was actually below the level of the first half of the
1960s.

Africa was the only other region to record an increase in agricultural
production in excess of U per cent in 1976. This reflects a recovery from the
decline experienced in 1979, and it left the average rate of increase for the
decade at under 2 per cent and per capita output in 1976, still well below the
level of the first half of the 1960s. Some of the largest gains in 1976 were
made in North Africa, most notably in Algeria and Morocco, where record wheat
crops were harvested, but recovery from a 1975 setback also resulted in
considersble increases in Benin {with record cassava and yam crops), Mali and the
Niger (millet) as well as in Malawi, where there was a good maize crop.

Egypt, Guinea, Nigeria, Zaire and Zambia were also among the countries
recording an increase of over 4 per cent in 1976. In Egybt, cereal crops were
good but short of record figures; records were broken, however, in the case
of sugar-cane, as well as potatoes, onions and tomatoes, dates, citrus and
bananas and other vegetables and fruit. In Nigeris the output of cassava, yams
and plantains reached new pesks. In Zambia there was a record maize crop and in
Zaire cassava production exceeded 10 million tons for the first time. Other
record crops included rice, yams and plantains in Ivory Coast, millet end
sorghum in the Sudan, meize and casseva in the United Republic of Tanzania and
cassava in the United Republic of Cameroon.

On the other hand, in about a third of the countries of the region
sgricultural production showed no increase in 1976 or was less than in 1975.
Adverse weather reduced grain harvests in Ghana and Rwanda (millet), Kenya (maize),
Southern Rhodesia (maize and wheat), Tunisia {wheat) and the Upper Volta (sorghum),
the cassava crop in Angola and Senegal and the rice crop in Madagascar. Coffee
production was down in Uganda and remained at a low level in Angola while cocos
production declined sharply in Ghans and Nigeria.

As in the case of Africa and East and West Asia, Latin America enjoyed a
higher rate of growth in agriculture in 1976 than in 1975. The difference was
narrower, however, and at rather less than 3 per cent, the increase in 1976 was
below the decade average for the region, which was Jjust over 3 per cent. A
majority of the countries in the region registered a higher rate of increase in
1976 than in 1977 and about half exceeded the I per cent rate, 104/ fractionally
in the case of some of the larger countries (Argentina, Brazil and Peru, for
example) but by a substantial margin in the case of some of the smaller countries
(notably Bolivia, the Dominican Republic, Honduras and Nicaragua).

The gain in Argentina - about 10 per cent in gross output, 4.4 per cent in
value added - reflects record productim of wheat (11 million tons), millet, soya
beans, grapes and milk, the largest out-turn of meat since 1969 and of wool and
sunflower seed since 1970 and the second largest out-turn of sugar-cane.
Favourable weather played a large part in the recovery, but some of the increases

104/ Latin America is the only region for which it is possible to cite /
estimates of agricultural production in the value-added terms of the national
accounts, in which the 4 per cent target rate of growth was set for the 1970s. s
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in output were at least in part the result of a switch in government policy
towards the freeing of agriculture from some of the constraints that may have

been inhibiting production. The producer prices for a number of items - maize,
grain sorghum and sunflower seed, for example, and later wheat - were raised
substantially and trading in most of them was returned to the free market. Exports
of sugar and cereals were permitted at the free exchange rate.

With the notable exception of coffee, tobacco and cotton, most 1976 crops
were significantly larger in Brazil, too. Wew records were established in the
case of rice (8.5 million tons), maize (almost 18 million tons), wheat {over
3 million tons), beaens {almost 2 million tuns), meat (over 3 million tons), milk
(nearly 11 million tons), sugar-cane (107 million tons) and soya beans (over
11 million tons). Here, too, official policies helped to stimulate production:
support prices were increased - to a very high level in the case of wheat - and
incentives provided for investment both directly in agriculture and in related
industries and infrastructure.

Among other Latin American countries in which agricultural production
increased by over b per cent in 1976, Bolivia saw a sharp recovery in the output
of cassava and a substantial gain in sugar-cane; the Dominican Republic had record
crops of rice and beans, as well as cassava, and a record milk output; Honduras
produced a record voiume of sugnr and livestock products and the banana output
recovered from the hurricane damage of the previous year; Wicaragua also enjoyed
a record output of sugar and livestock products and also of coffee, as well as a
recovery in the cotton crop; in Peru there was a recovery in rice production and
in the anchovy catch and a record maize crop; in Paraguay records were set in
several crops, including maize, tobacco, cotton and soya beanz. In Costa Rica
and El Salvador basic food production was down, but records were set in sugar and
livestock products and both countries reported an over-all rate of agricultural
growth of between 4 and 5 per cent.

At the other end of the scale, 1976 was a less satislactory agricultural
year for several Andean and Caribbean countries. There was only a small increase
in output in Colombia, where the effect of record crops of beans and potatoes
was offset by poor cereal and livestock results, and in Haiti, where the sugar
crop was down. In Jamaica agricultural production showed virtually no growth, and
in Chile record output of sugar-beets and livestock products was offset by
reductions in the output of cereals and potatoes. Cereals and potatoes were also
the weak elements in Panama and Venezuela, where total agricultural output
declined. There was also a reduction in Mexico, where the poor crops included
some basic food-stuffs such as rice, beans and chickpeas, as well as various oil-
seeds, vegetables and fruite. The sharpest decline was in Guyana, where the rice
harvest was wvery poor.

The region in which agricultural producticn increased least between 1975
and 1976 was South Asia, where it had increased most (11 per cent) between 1974
and 1975, recovering from the 5 per cent decline that had occurred in the previous
interval. Withecut any furither advance on the 1975 output, the average annual
rate of growth over the six years of the decade was only 1.4 per cent. As this
is the most populous of the developing regions - accomodating about L5 per cent
of the developing country total in 1976 - this low rate of increase was a serious
drag on over-all growth.

-121~



The best results in the region were returned by Pakistan, where records were
set by both the wheat crop (well over 8 million tons) and the sugar-cane crop
(approaching 26 million tons) and where, on a gross output basis, agricultural
growth was about 4 per cent. Bangliadesh had a record rice harvest of over
19 million tons and an improvement in jute production (to almost 1 million tons)
and registered an over-all increase of about 3 per cent.

India alsoc achieved some records - for pulses and potatoes, for example, and
a wheat harvest of over 28 million tons - but many crops were below the high
1975 figures and, in the aggregate, agricultursl cutput remained at the 1975 level.
Though the food-grain crop was nearly 10 per cent below the 1975 record of over
120 million tons, it left the country with a reserve of over 20 million tons,
twice as much as its silos were capable of storing. As 1977 brought another
copious monsoon, much of the stock - about 5 million tons - stored in jute bags
under polyethylene sheets was vulnerable to moisture damage. Thus, the prospect
of another good harvest was modified somewhat by the incidence of reserve
deterioration. 105/

Among the South Asian countries the poorest record for 1976 was in Sri Lanka,
vhose agriculiural production dropped ashout 5 per cent below the 1975 level., At
about 1 miillion tons the rice crop was the lowest for 10 vears and the tea crop
was also down - the smallest since 1968. Since 1971 per capita production has
been below the corresponding level in the first half of the 1960s, and in 1976 it
slipped to almost an eighth below the 1961.1965 average. .

Some gpecific crops

The economic recovery in the developed market econcmies in 1976 resulted
in an increase in world demand for most commodities, but the most dramatic
changes in market conditions stemmed from developments on the production side.
In a number of cases - mosi notably cereals and sugar - large crops in 1975 or
1976 or in both years served to weaken the world market and reduce prices. In
other cases - most notably the beverage crops and cotton - lower production in
major countries had the opposiie effect. These changes had important consequences
for the food supply of the developing countries and for the export earnings of
meny of them.

In the aggregate, cereal producticon in the developing countries, which has
risen from 381 million tons in 197k to 416 million tons in 1975, increased fu ager
in 1976 - to about 429 million tons. Much of the increase was in wheat, whi
reached T9 million tons, a sixth above the record 1975 crop. As world prodi .ion
increesed by a similar proportion, free market prices fell sharply. Averag { over
the crop year 1976777 they were sbout a fourth lower than in the previous season
and in mid-19T77 they were barely haif the peak average of 19T73. This benefited
the developing countries, almost all of which are net importers of wheat. In the
case of Argentina, the only large exporter, the decline in average unit value
(22 per cent) was more than offset by a sharp rise in the volume of exports - from

105/ In the course of 1976 and 1977 part of the inventory was used to repay
the Soviet Union most of the 2 million tons of wheat lent during the 1974 drought.
Much of the grain exposed to undue moisture was assigned for use as feed-stuff.

~122-




1.8 million tons in 1975 to 3.2 million tons in 1976 - so thet wheat earnings
rose from $301 million to $432 million.

The developing country rice crop, at 204 million tons in 1976, was marginally
smaller than the record 1975 figure, With stocks high in most countries, import
demand slacliened and prices declined in 1976. Though they turned upwards again in
the course of the season, they were about an eighth lower in 1976/77 than in
1975/76. Burma and Thailand, the major exporters managed to double their sales,
however, and@ although between 1975 and 1976 unit value was down by more than a
fourth, export procceds rose sharply - from $72 million to $110 million in Burma
and from $287 to $422 million in Thailand. Pakistan also improved its rice
earnings ~ from $190 million to about $260 million, only 10 per cent short of the
1974 record.

Coarse grain production in the developing countries approached 152 million
tons in 1976 - about 2 per cent above the record 1975 crop - and is expected to
exceed 157 million tons in 1977. As production in the rest of the world increased
substantially more, prices continued to weaken - by about 10 per cent between
19Tk/75 and 1975/76 and a further 10 per cent between 1975/76 and 1976/77.
Developing country imports of coarse srains dromped in volume - by about 1 million
tons between the July/June crop years 1975/76 and 1976/77 to below 10 million
tons - as well as in value. ZExports from Thailand were down about 10 per cent but
Argentina boosted its 1976/7T sales to about 8 million tons, more or less the
1973/7h-19T4/T5 average and well ebove the 1975/76 total.

The generally good harvests in 1975 and 1976 permitted not only an increase
in per capita consumption but also the rebuilding of grain inventories that had
been run down in the earlier years of the decade. Indeed, as in the case of
India, cited above, in most cases storage capacity ceme under considersble
pressure during this period. 106/ In working out a viable food-stock policy in
the framework of an international reserve system, most developing countries began
to face the need for enlarged facilities for safe storage.

While the increase in cereal production in 1975-1976 greatly relieved the
food situation in the developing countries, the expansion in sugar production had
its main impact on the external sector. The world output of cenmtrifugal sugar
reached a new peak of 82 million tons (raw value) in 1975/76. As this was
appreciably above consumpticn, there was a further increase in stocks -« to over
19 willion tons, the highest carry-over since 1970. With a further increase in
production in prospect - to nearly 87 million tons ~ for the 197T6/T7 campaign, the
world market price continued the decline that had begun in 1975: by the last
gquarter of 1976 it had dropped below 8 United States cents per pound (ex-Caribbean
port)g the lowest figure since 1972. It rallied somewhat in the first half of
1977 but by mid-year was back below 8 cents. On average the 1976 price was not
much more than half that of the previous year {see table 39).

Very few developing countries were able to increase their sugar earnings in
the face of this sharp reduction in price. A number of countries continued to
expand production vigorously in 1976/77: Thailand (up to 1.8 million tons), the

106/ In mid-1977, for example, Kenya had 10 per cent of its 5.5 million bag
inventory of maize outside the available grain silos, with another 8 million bags
due for harvesting.
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Dominican Republic (1.l million tons), Indonesia (1.15 million tons), Iran,
Pakistan and Guatemala (between half and three quarters of a million tons) and,
on a smaller scale, Morocco, Bolivia, Ecuador, El Salvador, NWicaragua, Panama,
Fthiopia, Honduras and Paraguay. The 1975/76 crop showed a sharp increase in

the Philippines (2.94 million tons), Colombia {alwost a million tons) and, on a
smaller scale, Chile and Uruguay: and the 1976/77 crop increased sharply in India
(almost 6 million tons), Argentina (1.56 million tons), Mauritius (0.73 million
tons) and, on a smaller scale, Burma. By dint of a 54 per cent increase in volume
in 1976, CGuatemala almost maintained its 1979 sugar earnings, while Nicaragua and
Thailand - alsc countries with a rapidly expanding sugar trade -~ by more or less
doubling their exports, actually earned between a fifth and a fourth more than in
1975.

By contrast, in a number of developing countries the effect on export earnings
of the declining world price was accentuated by a reduction in output: in 1975/76
production was substantially lower in Brazil (6.2 million tons), Peru (0.96 million
tons), Mauritius (0.50 million tons), and Venezuela (0.46 million tons), as well as
in Jamaica, Mozambique, Angola and Belize. And in 1976/77 there was a much smaller
sugar crop in Cuba (5.8 million tons). Export earnings from sugar were down sharply
in 1976 in these countries: at $205 million they were less than a fourth of the
1975 figure in Brazil, for example, and they fell comparably in Peru {from
$261 million to $7k million) and Jamaica (from $1.28 million to $51 million). Sugar
earnings were also substantially below the 1975 level in Mauritius (02 per cent),
the Philippines (26 per cent), Fiji (35 per cent), Panama (47 per cent), Barbados
(50 per cent) and the Dominican Republic (53 per cent).

Tn the cose of coffee, developing country production declined slightly (from
4.60 to 4.35 million tons) between 19T and 1975, and sharpiy (to 3.54 million tons)
in 1976 (see table Lo). The reduction was concentrated in Brazil where a severe
frost in July 1975 killed a large proportion of the country's coffee trees: the
1976 cutput was less than 600,000 tons, compared with over 1.4 million in 1975 and
nearly 1.7 million in 197k. On a smaller scale, 1976 production was also down in
Uganda {to 168,000 tons), Guatemala (125,000 tons), India (89,000 tons), Angola
(72,000 tons) and the Dominican Republic (46,000 tons).

The effect of this reduction in supply was a rapid rise in prices: in
June 1975, the average composite price of green coffee beans on the New York market
as computed by the International Coffee Organization, was 63 United States cents a
pound. By August 1975, it had jumped to 88.5 cents a pound, and it conitinued to
rise eratically to $2.28 a pound in January 1976 and $3.20 in March 1977. The
average market price in 1976 was about double that of 1975, and the trend continued
upward until the middle of 1977. A majority of the coffee exporters managed to sell
more in 1976 than in 1975. This was true even of Brazil which, by purchasing coffee
from Angola and Madagascar and other producers and drawing down its own stocks, was
able to export slightly more in 1976 than in 1975. Few exporters increased their
coffee earnings by less than 50 per cent and half the major producers - including
Brazil, El Salvador, Ethiopia, Kenya, Nicaragua, Rwanda and the United Republic of
Tanzania - more than doubled thelr earnings.

Cocoa production was elso lower in 1976 than in 1975 - at 1.3 million tons the
total was about 10 per cent below the previous figure. As in the case of coffee,
prices rose erratically during the year, averaging almost 50 per cent above the 1975
level, and even more steeply in the early months of 1977.
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lost of the major producers had smaller cocoa crops in 1976: in Ghana output
(320,000 tons) was down a fifth, in Brazil (249,000 tons) sbout 3 per cent, in
Nigeria (160,000 tens) about a fourth, in the United Republic of Camerocon (90,000
tons) about 6 per cent, in Ecuador (64,000 tons) about 15 per cent. The countries
increasing or maintaining their ocutput were mostly the smaller producers - the
Doninican Republic, iexico and Papue Hew Guinea, for example - though Iveory Coast,
one of the major producers (240,000 tons), also reported a small gain. Dxports
from Ivory Coast were up about an eighth in volume and & third in value. Despite
its smaller output Nigeria also increased its cocoa earnings - by about a fifth.
The United Republic of Camercon and Ghana, on the other hand, earned less from
cocoa exports in 1976 than in 1975. 107/

In contrast to the other beverage crops, tee registered an increase in
production in the developing countries between 1975 and 1976, though only a small
one - from just under to just over a million tons. In Asia, gains in India (up
3 per cent to just over 500,000 tons) and, on a smaller scale, Indonesia more or
less offset reductions in Sri Lanka {by 7 per cent to about 200,000 tons) and, on
a smaller scale, Bangladesh. Production continued to increase in Africa, rost
notably in Kenya, where it rose by about 8 per cent to 62,000 tons.

Reflecting higher incomes in some of the tea drinking countries of Africa and
West Asiz and some switching to tea in Burope and North America as coffee prices
rose, consumption increased somewhat more than production in 1976. As a result,
prices moved upwards: on the London market the monthiy average rose from less than
60 United States cents per pound in January to nearly 77 cents per pound in
December. The 1976 average was about 8 per cent above the 1975 level.

Except in the case of Sri Lanka, whose tea earnings dropped by about
9 per cent, there was a general rise in the value of tea exports ~ by about
4 per cent in the case of India, for example (to over $300 million), 17 per cent in
the case of Malawl and 23 per cent in the case of Kenya.

The revival in the textile industry in 1976 was accompanied by a small
increase in cotton production in the developing countries. This was concentrated
in Latin American and Africa; in Asia the 1976/77 crop was less than © million
bales, compared with 9.7 million in 1975/76 and an average of 10.6 million in the
first half of the decade. ¥ven in the other regions the 1976/77 crop. thoush
greater than that of 1975/76, was below the decade average: 1in Latin America
production increased from 5.8 to 7.0 million bales. compared with a 1970-19T4
average of 7.5 million, while in Africa the increase was from k.5 to 5.0 million
bales, as against a decade average of 5.7 million.

In & number of countries both the 1975/76 and 1976/77 crops were below the
1970~1974 overspe  this was true both in the United States of America and in most
of the major producers - Brazil, Colombia, liexico and Peru in Latin America;

Egypt and the Sudan, Uganda and the United Republic of Tanzania, Angola and

107/ The cocoa earnings of the United Republic of Camerocon were down about
10 per cent. In the case of Ghana full data for 197G are not yet available:
receipts in the first half of the year were appreciably lower, but the situation
is obscured by the fact that a sizable flow of cocoa beans continues wnrecorded
across the boundaries of neighbouring countries in which support prices are
higher - especially when calculated at free-market exchange rates - and import
restraints milder.
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Mozeambigue, the Central African Empire, Southern Rhodesia and Zaire in Africa; and
India, T¥an-and Pakistan in Asia. Thus, despite the increase between 1975/76

and 1976/77 production was again below consumption and by mid-~1977 world stocks had
dropped to the equivalent of about four months of miil intake - the smallest
carry-over since 1953.

Yith consumption continuing to run ahead of production, cotton prices rose
significantly in 1976, and for the year as a whole they averaged about a third
above the 1975 level. 108/ As a result most exporters earned substantially more
from cotton shipments in 1976 than in 1975. Afgharnistan and Meli more than doubled
their cotton earnings and several other countries - including Mexico, Paraguey and
the United Republic of Tanzania - increased theirs by more than 50 per cent. Among
the few countries that earned less from their cotton sales in 1976 were El Salvador
(down an eighth to $68 million, in the wake of a small 1975/76 crop), Eeypt (down
aluost a fourth, to below $400 million) and Pakistan (down two thirds, to a mere
448 million, not much more than the country's imports of cotton required to
sustain its textile industry).

After two years of decline there was also an increase in the output of natural
rubber in 1976. This reflects in part the response of growers to more remunerative
prices and in part the maturing of some of the higher yield trees planted early in
the 1970s, especially in Malaysia. Total output in 1976 was almost 3.7 million
tons, about an eighth more than in 1975. Nevertheless, following the strong
recovery in the automotive industry in the developed market economies, consumption
tended to run ahead of production, and prices, which had dipped in 1975, began to
rise more sharply: averaged over 1976 they were about 40 per cent above the 1975
level and about double the 1970 level.

The largest proportional gains were made by Demoeratic Kampuchea and Viet Nam,
recovering to some extent from the depressed levels of production of the first half
of the 1970s. Larger absolute increases were registered by Malaysia (to over
1.6 million tons) and Thailend (to almost 400,000 tons), where output was
11 per cent above the 1975 level. Indonesian output was up by 3 per cent and
virtually all the smaller producers recorded increases. There were corresponding
increases in the exports of most producers, with the exception of Sri Lanka, which
shipped about 15 per cent less than in 1975. Even 8ri Lanka earned more than in
1975, however, and most producers expanded their rubber earnings by ahout
50 per cent ~ to about §260 million in Thailand, for example, $530 million in
Indonesia, $800 million in Singapore and $1,220 million in Malaysia.

Industry

With the recovery in demand in the developed market economies and the
improvement in raw material supplies in the wake of the generally good 1975 and
1976 harvests, industrial activity revived in the developing countries. The rate
of increase in over-all production, which hed decelerated from over 10 per cent in

108/ For most developing countries the increase in the average dollar-
denominated unit value of cotton exports ranged between a fourth (for Ei Salvador
Pakistan, Peru, the Syrian Arab Republic and the United Republic of Tanzania) and
two thirds (for Mexico and Viecaragua). In the case of the Sudan, however, the
average unit value in 1976 was less than 8 per cent above the 1975 figure, and in
Fgypt it was actually 14 per cent lower.
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1973 to less than 1 per cent in 1975, rebounded to nearly 9 per cent in 1976. The
advance accelerated as the year progressed, from less than 8 per cent in the first
quarter to almost 10 per cent in the last (see table k1).

The swing in industrial production wes accentuated by changes in the mining
sector. The rate of increase in mining output was almost 12 per cent in 1973 but
less than 2 per cent in 197k; production declined by nearly 9 per cent in 1975,
then climbed by over 9 per cent in 1976. This gain reflects an upsurge in the
iast quarter of the yesr, when output was about a sixth higher than in the
corresponding portion of 1975. This, in turn, was largely the result of a burst
of petroleum-buying in advance of an expected increase in prices.

Developing country production of petroleum, which had risen by 13 per cent
in 1973, dipped slightly in 197k and by nearly 10 per cent in 1975, before
advancing by 11 per cent in 1976. Production in the Organization of Petroleum
Exporting Countries (OPEC) swung through an even wider cycle: the combined output
was up by a seventh in 1973, down fractionally in 197k and by over 11 per cent in
1975, and then up by an eighth in 1976. There were even greater fluctuations in
individual countries: in Nigeria production fell by 21 per cent in 1975 and
increased by 15 per cent in 1976, for example, and in Saudi Arabia a decline of
1T per cent was followed by a rise of 21 ver cent. Only in Iraq and Venezuela
did 1976 bring a curtailment of production.

In the case of copper, developing country production increased by about
6 per cent, to approximetely 3 million tons. The main expansion was in Chile,
where output surged by a fifth, to over 1 million tons; and with prices up by
about an eighth, copper earnings rose to almost $1.3 million, still well below the
1974 record but almost half again as much as in 1975. On a smaller scale there
was a comparable increase in Peru. Production also recovered in Zambia, whose
CoOpper earnings were up by over a fifth in the first three quarters of 1976,
Among the major producers, Zaire was the only one to produce less then in 1975:
the country's copper earnings dropped by about 9 per cent, to below $400,000.
Among the smaller producers, output inecreased substantially in India and Mamibia
but was no more than maintained in Papua~New Guineaz and the Philippines, in Mexico,
in Iran and in Southern Rhodesia and Uganda (see table b1).

There was some firming of the market for aluminium in 1976 but it was based
largely on control over production rather than expansion in consumption. As a
result, there was only a partial recovery in the production of bauxite. Some of
the major exporters, indeed, saw their output continue to diminish: Guyana,
Indonesia, Jamaica, Malaysia and Surinam all produced less than in 1975. The main
increases were in Guinea - which became the leading producer among the developing
countries in 1976, with an output of nearly 12 million tons - and in some of the
countries, such as Brazil and India, that produce bauxite chiefly for domestic
smelting.

With the steel industry in continuing difficulties in the developed market
economies, operating well below capacity in most countries, the demand for iron
ore remained weak in 1976. Developing country production was sbout k% per cent
below the 1975 level: sizable reductions in some of the major exporters of
South America {Brazil, Chile, Peru and Venezuela), as well as in some of the
smaller exporters of Africa (Morocco, Swaziland and Tunisia), more than offset
gains in Indie and Mexico.
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The expansion in India reflected not only larger exports of iron ore but also
further rapid growth in domestic steel production: rising from less than
7 million tons a year in 1973-197h, this approached 8 million in 1975 and exceeded
9 miliion in 1976. Brazil also produced more than 9 million tons of steel in 1976,
almost 10 per cent above the 1975 level. The most rapid growth during this pericd
was registered by the Republic of Korea, whose steel output more than doubled
between 1973 and 1976, approaching 3 million tons. Argentina was the only other
large developing country producer to increase production in 1976; there was no
expansion in Chile and there were cutbacks in Colombia, Mexico and Venezuela (see
table h3).

In the aggregate, the growth in developing country steel production, which had
receded to below 6 per cent 1n 19Tk, advanced to near 9 per cent in 1975, despite
the recession in the developed rarket economies, and to near 10 per cent in 1976.
Cement production was also well sustained in the developing countries, increasing
by between 7 and 8 per cent in 1975 and in 1976. This brought the developing
country share of current world production (outside of China) to over 13 per cent
in 1976, compared with 12 per cent in 197k,

A majority of developing countries increased their cement output in 1975 and
1976. Particularly vigorous growth was registered in Brazil (admost 10 per cent
each year), India (14 per cent), the Republic of Korea (15-17 per cent) and, on
a smaller scale, Bangladesh, where production increased two to threefold between
1974 and 1976. Some of the countries in which output was reduced in 1975 recovered
the lost ground in 1976, fully in the case of Colombia and the Syrian Arab
Republic, partially in the case of gri Lanka and Zambia. Some countries produced
less in 1976 then in 1975 (Feypt, for example, and Israel, Jamaica, Malawi,
Nigeris, Pakistan, Trinidad and Tobage, and Tunisia); and in a few cases 1976
brought a second decline (as in Cnile, for example, and Fiji, Jordan, Southern
Rhodesia and the United Republic of Tanzania).

The growth in electricity production in the developing countries was also
well sustained in this period, increasing by 8~-0 per cent each year, well above
the rates recorded in the developed countries. 109/ Substantially higher rates
of increase were achieved by a number of countries in both 1975 and 1976 (most
notably by Bangladesh, Brazil, Hong Kong, Kenya, Malaysia, Mauritius, the Republic
of Korea and Tunisia) and in 1976 by Burma, El Salvador, Panama, Singapore and
Zambia. Very few countries generated less @lectricity in 1976 than in 1975 -
Malewi and the Syrian Arab Republic, for example (after an exceptionally large
expension in 1975), Uganda (where there was a decliine in 1975 also) and the United
Republic of Cameroon (in response to the weaskness of the world aluminium market).

Tn the aggregate, manufacturing production in the developing countries went
through & much less violent cycle than mining: the over-all rate of increase
rose to a peak of over 10 per cent in 1973 and then fell to below 3 per cent in
1975 before recovering to nearly B per cent in 1976. This brought the decade
average rate of growth %o 7.3 per cent - still somewhat short of the 8 per cent
target set for the developing countries as a group in the International Development
Strategy.

109/ World production of electricity increased by 3 per cent in 1975 and by
rather more than double that in 1976, Notwithstanding the higher rates of growth
registered in the developing countries, the latter still accounted for less than
5 per cent of the world total.
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The main swing was in heavy industry, whose expansion in output accelerated
to an eighth in 1973 before dipping to not much above 1 per cent in 1975 and
rising to 10 per cent in 1976. The rate of inecrease in the output of lipht
industry barely reached 8 per cent in 19735 it dropped to 3 per cent in 19Th and
then, in the wake of better harvests, picked up %o nearly b per cent in 1975 and
nearly 7 per cent in 1976 (see table L41).

The recovery in manufacturing activity was widespread in 1976; the exceptions
were limited to a few countries in which either serious civil disturbances or
draconian stabilization meassures interfered with production or reduced domestic
demand. In Latin America, for example, manufacturing accelerated everywhere
except Argentina and Mexico, where strong action was taken to restore the external
balance; Bolivia and Ecuador, where expansion in 19Tk and 1975 had been
particularly vigorous; 110/ Peru and Uruguay, where some slowing dovn was induced
in part by budget cutting and other austerity measures and in part by the inpact
of inflstion itself on consumer demand; Panema, vhere there was & further decline
in fixed investment and in petroleum refining; and Guyana and Jamaica, where
unstable domestic conditions, a poor rice crop and lover sugar increasesz and the
resultant tightening of external policies all contributed to a glowdown in factory
activity.

In spite of a 5 per cent reduction in factory output in Argentina and a
halving - from 4 per cent to 2 per cent - in the rate of increase in Mexico, 111/
the over-all growth of manufacturing production in Latin Americs advanced from
not much more than 1 per cent in 1975 to nearly 5 per cent in 1976. This reflects
the vigour of the recovery in Brazil, where the rate of increase Jumped from less
than & per cent to over 10 per cent, as well as in Colcmbia, Guatemala and
Paraguay, and the continued rapid expansion of manufacturing in Venezuela, where
a 12 per cent increase in output was achieved. Tn all these countries internal
demand was boosted by a rapid rise in export incomes.

In Africe the improvement in the output of the primary sectors, the increase
in incomes flowing from higher export prices and the expansion in input supplies
from oversea, as well as local sources, all contributed to stimulate manufacturing
activity. But in a number of countries, restrictive policies or civil disturbances
exercised a strongly negative effect,

In the petroleum-exporting countries of the region there was asnother sizable
increase in manufecturing production, aided in Algeria by good crops and in Gabon
by continued infrastructure investment, including the cross-country railway. In
Nigeria, where manufacturing output increased by almost a fourth in 1975,
organizationel, skill and infrastructure bottle-necks held the 1976 expansion to
under 16 per cent.

110/ In both Bolivia and Ecuador manufacturing output rose by over 10 per cent
in 1976, reflecting, in part, high investment and high imports of inputs in 1975,
when production increased even faster. The slight reduction in growth rate in
1976 was indicative of various constraints, including a shortage of electric power

in Ecuador and the need to reduce the external deficit in Bolivia.

111/ Between them, Argentina and Mexico account for almost half the total
manufacturing activity in Latin America.
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There was & sharp acceleration in manufacturing in Kenya (to an 8 per cent
increase in production) and Tunisia (to 6 per cent). Though it cannot be precisely
quantified, there also appears to have been some acceleration in manufacturing
activity in Ivory Coast and the Sudan and, in the wake of an increase in foreign
investment, in Egypt. 112/ In Morocco, manufacturing activity continued to expand
at the decade average rate of 6 per cent. In Senegal there was a much larger gain,
though this was below the exceptional expansion of the previous year. The most
disappointing results were in the southern countries of the region: there was
no advance in manufacturing in Malawi and a decline of 56 per cent in Southern
Rhodesia and Zambia (see table hh).

In Asia, where manufacturing had more or less stagnated in 1975, there was a
marked recovery in 1976. This was based on some countries on the revival of
demand in export markets in the developed market economies and on success in
penetrating the markets of the petroleum-exporting countries, and in other
countries on the improvement in rural incomes and in supplies of agricultural raw
materials and imported components. Gains of 5 per cent were registered in Israel
and the Philippines, of 10 per cent in India, of about 20 per cent in Malaysia
and Singapore and of around 30 per cent in Jordan and the Republic of Korea.

Though modest, the recovery in the Philippines, after two years of
contraction, was broadly based: there were significant increases in the output of
a pumber of industrial branches, inecluding food processing, textiles, wood and
furniture, chemicals and paper. The large inerease in Jordan reflected the coming
into production of a number of new plants - for electricity, petroleum products
and paper, for example - as well as the continued expansion of the phosphate
industry. In the Republic of Korea the 1976 performance was notable for the
further rapid increase in the steel and shipbuilding industries ~ in the face of
the serious recession that characterized these industries in the developed market
economies. Though repair work picked up in the second half of 1976, shipbuilding
remained depressed in Singapore: the industrial recovery was largely the result
of a rapid expansion in the electronics brench and a revival in petroleum refining
after two vears of decline.

tn Thailand, manufacturing production increased at a somevhat faster pace
than the 7 per cent achieved in 1975. The acceleration was based largely on the
gains made in the primary sectors - larger food crops and higher rubber and tin
incomes - but there was a marked recovery in the textile industry (up almost
12 per cent) and some improvement in the cement industry. In Hong Kong, employment
in mapufacturing was about a fourth higher in 1976 than in 1975. Though the
textile industry continued to be the largest, growth was more rapid in the
electronies industry and, with the opening of new industriel estates, official
policy emphasized diversification. Much of the expansion was based on exports,
but with building permits up 30 per cent and domestic income up 16 per cent there
was also a major local stimulus.

One of the disappointments of the year was the failure of Pekistan to improve
on the poor industrial performance of 1975. A combination of factors - political

112/ Administrative complications and some arbiguities in the 19Th
Tnvestment Law, seem to have delayed the impact of in-coming capital. By the
end of 1976 only about an eighth of the approved projects were actually in
production. A 10 per cent increase in industrial output is expected in 197T.

~130~




unrest, continued inflation, lack of private investment and unfavourable climatic
cenditions, which reduced the supply of cotton - brought about o slight desline in
manufacturing output.

In the petroleum-exporting countries of West Asia there were further large
increases not only in imports of manufactures but also in local production
stimulated by the rapid rise in incomes and the high level of capital formation.
FPart of the latter consisted of downstream investment in the oil industry, which
by 1976 had created a good deal of new manufacturing capacity, In Iran, for
example, several of the 10 petrochemical complexes due to be completed by the end
of the current development plan in 1978 were in operation in 1976, producing
chemicals and fertilizer and, in the aggregate, manufacturing output was a fifth
higher in 1975/76. 1In Iraq there was some slackening in industrial investment
in 1976, reflecting in part the slower growth in oil revenues and in part the
emergence of unused industriel capacity symptomatic of imbalances and bottle-necks,
In Kuwait a XD 1.3 billion industrial development plan was drawn up by the Ministry
of Commerce and Industry as part of an economic diversification drive oriented -
in the light of the small domestic merket of less than 1 million people - Jargely
towards exports,

International trade

With the recovery in demand in the developed market economies, developing
country exports surged upwards in 1976. Their value, for the year as a whole,
was more than a fifth above the 1975 level in terms of current United States
dollars. This reflects a 15 per cent increase in volume and a 5 per cent rise in
price. In the case of the petroleum~exporting countries the expansion was about
13 per cent in volume and 6 per cent in price. Tor the rest of the developing
countries, the volume increase was somevhat greater (nearly 19 per cent) and the
price increase somewhat smaller (4 per cent),.

As foreign exchange earnings revived, the petroleum-importing countries began
to relax their control over imports, the volume of which had been cut back by
2 per cent in 1975. Except in Asia, however, the process did not result in any
marked swing in 1976. For the year as a whole the combined import expenditure of
the non~petroleum group rose by about 2 per cent, price increasses accounting for
half this rise. 1In the case of the petroleum-exporting countries, on the other
hand, there was a further upsurge in imports: in 1976 they amounted to almost
a Tourth more than in 1975, bringing the average annual rate of increase in
volume for the decade up to 19 per cent, &5 against an average of not much above
b per cent for the rest of the developing countries.

The swing in developing country trade in this period was largely the result of
changes in developed market economy demand. The wvalue of developing country
exports to the developed market economies dropped by almost 9 per cent in the
1975 recession and then rebounded by 22 per cent in the 1976 recovery. Exports
to the centrally planned economies increased in both years, as did trade among
the developing countries themselves.
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Changes in export earnings

The expansion in export earnings in 1976 was widely distributed. Regionally,
the smallest increase {less than L per cent) was repistered by the petroleum—
exporting countries of the western hemisphere, the largest (almost 35 per cent) by
the vetroleum-importing countries of South and East Asia. The only cother group to
increase its export earnings by less than a sixth in 1976 was the petroleum-
importing group in Africa (see table LS).

The modest increase in the earnings of the western hemisphere petroleum
exporters reflects in large part the decisions made by Venezuela regarding the
exploitation of its o0il resources. But a contributory factor was the change in the
petroleum market in the United States of America: an increase in duty on fuel oil
and the concentration of domestic refineries on lighter fractions significantly
reduced the demand for the products of Caribbean refineries. Shipments from Paname
fell by a fifth and shipments from the Netherlands Antilles declined for the
second year.

In the case of the African petroleum-importing countries the relatively poor
results reflect both supply difficulties - caused by adverse apricultural
conditions or by civil disorders - and weak internationel markets for sugar and i
iron ore. Thus the export earnings of Mauritius and a number of counttries of Worth
Africa {Morocco and Tunisia) and West Africa (the Gambia, Ghana, Guinea-Bissau,
Senegal and Sierra Leone) were appreciably lower than in 1975, and those of several
other countries (the Central African Empire, Fgypt and Mauritania) showed no
advance,

Fisevhere, the swing in the sugar market was the main factor in reversing the
movement in export receipts. After rising stronely in 1975 they were down by about
a fiTth in 1976 in Barbasdos, the Dominican Republic, Fiji, Guyana and Jamaica.
Attogether rather less than a fourth of the developing countries registered a
reduction in export receipts between 1975 and 1976.

At the other end of the scale another fourth of the developing countries
achieved increases in excess of 30 per cent., These included some of the petroleun
exporters {the Libyan Arab Jamehiriya, Nigeria and Saudi Arebia), some of the
beverage-crop exporters (Burundi, El Salvador, Haiti, Honduras, Ivory Coast, Kenya,
Hicaragua, Rwands, Uganda and the United Republic of Tanzania), as well as some of
the exporters of rubber (Malaysia and Thailand), temperate farm products
(Argentina and Uruguay ) and manufactures (Hong Kong and the Republic of Korea).

For most of these countries the vigorcus expansion of earnings in 1976 followed a
contraction in 1975 {see table LG).

Among the remaining half of the developing countries, recording a more
moderate expansion of less than 30 per cent between 1975 and 1976, those recovering
from s contraction in the previous interval were also in the majority. A few of
these countries enjoyed a smaller gain in 1976 than in 1975 and about a fourth,
ineluding Brazil and India as well as a number of smaller countries - Costa Rica
and Quatemala, Botswana and the Sudan, and Israel and the United Arab Emirates -
achieved a greaster increase in 1976 than in 1975.

Altogether among the countries earning more in 1976 than in 1975, two thirds

were recovering from a contraction, & fourth achieved an acceleration and about
a seventh raised their receipts less in 1976 than in 1975.
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The swing from contraction to expansion was confined very largely to the flow
of exports to the developed market economies. Developing country ewports to each
of the main developed market economy regions had fallen in 1675, bub in 1976 rose
by & third to North America, a fifth ta Japan and by a sixth to Yestern Turope.
These swings applied both to the flow from the members of OPREC and to the flow from
the rest of the developing group (see table L7).

The flow from OPEC to Western kurope, which had declined hy a seventh in 1975,
did not quite regain its 19Tk level of $54 billion. The fiow from OPEC to Horth
America, on the other hand, after dipping 5 per cent in 1975, surged upwards by
L2 per cent in 1976. The most rapidly increasing element in this flow was from
Africa: @s a result, total African exports to North America did not decline in
1975 and almost doubled in 1976. In contrast to this, the larger flow from Africa
to Western Europe, which was reduced by 16 per cent in 1975%, failed to recover in
1976. The small flow from Africa to Japan, on the other hand, was the only one to
contract in Dboth 1975 and 1976.

There was a modest (6 per cent) increase in the exports of developing
countries to the centrally planned economies, not much more than a fourth of the
previous year's gain. The main expansion in 1976 (almost 15 per cent) was in the
flow from Asia, both to China and to the centrally planned economies of Iurope.
Following a large {50 per cent) increase in 1975, there was a small (2 per cent)
reduction in the exports of Latin America to the centrally planned economies. The
flow from Africa increased again, by much less than in 1975 in the case of the
Buropean centrally planned economies, and by much more in the case of the small
flow to the Asian centrally planned economies.

There was an acceleration in the rate of increase in trade among the
developing countries themselves: after a L per cent growth in 1975, it rose by
nearly 1k per cent in 1976. The largest flow and one of the largest increases
occurred among the Asian countries. The latter, indeed, expanded their exports
vigorously to all the developing regions - by 18 per cent in the aggregate - a
reflection in part of the ability of some of the countries in the region to
penetrate the enlarged markets of the petroleum exporters, Intra-African and
intra~western hemisphere flows both increased by rather more than 10 per cent.
There was no progress in African exports to Asia, and in the case of the small flow
of western hemisphere exports to Afrieca and Asia the large increase that had
oceurred in 1975 was followed by a sharp decline in 1976.

Shipments from OPEC members to other developing countries were valued at
$24 villion in 197h; after dropping by 2 per cent in 1975, they rose by 1b per cent
in 1976. The smallest of these flows - to developing countries in Africa,
$1.6 bvillion in 19Tk - was the fastest growing: it increased by 14 per cent in
1975 and by 20 per cent in 1976, reflecting in mpart the expansion in petroleum-
refining capacity in the importing countries. Exports to the petroleum importers
of Asia increased by 15 per cent in 1976, vhile the flow to the developing
countries of the western hemisphere rose by 11 per cent, less than the reduction
in 1975, and reflecting the difficulties of the Caribbean refiners referred to
ghove.

Exports to developing countries from the petroleum-importing group rose by

10 per cent in 1975 (vhen their shipments to the developed countries were reduced)
and by 13 per cent in 1976, substantially less than in the case of shipments to
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the developed countries. In 1975 the flow to developing countries in Africa was

the most vigorous (rising almost a fourth), but in 1976 this flow actually
contracted, while shipments to Asia and Latin America expanded by around

16 per cent. In the aggregate, 2k per cent of the exports of the petroleun~-importing
developing countries went to other developing countries in 1976, 7 per cent to the
centrally planned ecconomies and 69 per cent to the developed market economies,
compared with 76 per cent in the case of the members of OPEC.

One of the striking Features of developing country trade in 1976 was the
vigorous growih in exports of manufactured goods to the developed market economies.
As measured by the latter's imports, these increased by about 40 per cent in 1976
to constitute 43 per cent of the total flow, excluding petroleum, as against about
38 per cent in 1973 (see table 48}, 113/

The capital goods component of this flow of manufactures increased by about
37 per cent in 1976. The bulk of it (about two thirds) originated in South and
South-Fast Asia and most of the remainder in the developing countries of the
western hemisphere. Most of the flow (about two thirds again) went to North
America. The larpest increase in 1976 was from South and South-East Asia
(50 per cent), but this followed a particularly violent swing in the two preceding
years. The other interregional flows of cepital goods were also characterized by
major fluctuations between 1973 and 1976, most notably the result of the recession
in North America in 1975. The most stable was the flow from Asia to the developed
market economies of Europe, which increased vigorously throughout the period (see
table 49). By 1976 the value of developed market economy imports of capital goods
from the developing countries had exceeded $6 billion.

Developed market econcmy imports of other manufactured goods from the
developing countries also rose vigorously (by 42 per cent) in 1976 after a sharp
decline in 1975. The smallest reduction in 1975 and the largest increase in 1976
were in the flow from South and South-East Asia, which was the major source of
supply for all the developed market economy regions (see table 50). Valued at
about $25 billion, this trade constituted about an eighth of all developed market
economy imports from the developing countries in 1976.

Avout $4.5 billion of this trade in manufactures consisted of non~ferrous
metals. Mast of this was from Africa and Latin America, but the largest relative
increase since 1973 has been in shipments from South and South-East Asia, which
rose by 41 per cent in 1976 after a small decline in 1975. Exports from the other
regions were much more sharply reduced in 1975 and did not fully regain 19Th
dimensions in 1976. The only flows to surpass the 19Th level in 1976 were those
from South and South-East Asia to Japan ané Europe end the small flows to Noxrth
America from Africa and West Asia (see table 51).

A small but rapidly growing element in developing country exports of
manufactures comprised metal products such as tools, containers and articles used
in the construction industry. These exports came largely from South and South-
Tast Asia and their total velue, after an increase of 56 per cent, was in excess

113/ If non-ferrous metals are excluded from the category of manufactured
goods, the latter constituted 31 per cent of the developed market economies'
non-petroleum imports from the developing countries in 1973 and 37 per cent in 1976.
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of $400 million in 1976. The only other significant flow was to North America from
the developing countries of the western hemisphere (see table 52).

A much larger component of the manufactured goods from the developing
countries consists of textiles. After a one—fourth contraction in 1975, shipments
to the developed market economies expanded by 39 per cent in 1976 to reach a totsl
value of about $3.3 billion. The bulk of this originated in South and South-Fast
Asia, whence exports were divided more or less equally among the three main
developed market economy regions. A smaller flow - about g seventh of the total -
moved from West Asia to Burope. And a flow of a similar order came from the
developing countries of the western hemisphere, to be shared more or less equally
by Europe and North America. Another sizable element in this trade in textiles
is the flow from Africa to Europe: this declined much less than the average in
1975 and rose slightly more (U1 per cent) in 1976. With supplies coming in
substantial guantities from all the developing regions, the intake of the Furopean
developed market economies was approaching $2 billion in 1976, having increased by
31 per cent over 1975. After sharper cuts in 1975, shipments rose by 47 per cent
to North America and by 52 per cent to Japan (see table 53).

Even larger than the trade in textiles has been the flow of clothing from the
developing countries toc the developed market economies. This did not decline in
the recession and in 1976 it expanded by 45 per cent to reach well over $7 billion.
A small proportion (less than a tenth) of this came from the developing countries
of the western hemisphere - chiefly to North America - but the great bulk
originated in South and South-East Asia. Exports from this region to Europe,
having risen by around 30 per cent a year since 1973, were approaching $3 billion
in 1976, This wes alsc the order of exports to North America after three years of
accelerating expansion. Exports from South and South-East Asia to Japan received
a sharp setback in 1975, but expanding by two thirds in 1976 they reached about
$0.6 billion in 1976, 50 per cent more than in 1973 (see table 54). Together,
exports of textiles and clothing yielded between 13 and 1k per cent of the wvalue
of all developing country shipments to the developed market economies other than
petroleum.

Chemical products, not inecluded among manufactures in the present analysis,
provided about 2 per cent of all non-petroleum earnings. Almost two thirds of
this came from the developing countries of the western hemisphere, although in
1976 the most notable expansion was in exports from South and South-Fast Asia,
particularly to Japan and North fmerica {51 per cent). Africa was alsoc an
important source of chemicals, especially for HEurcope. In 1976 expansion in exports
from Africa and South and South-Fast Asia more than offset a decline in shipments
from West Asia and little or no increase in shipments from the western hemisphere.
In the aggregate, however, there was a gain of only 10 per cent, not enough to
recover the ground lost in 1975 (see table 55).

By far the largest import from the developing countries continues to be
petroleum: this accounted for about 60 per cent of all develcoped market economy
imports from developing countries in 1976. Almost two thirds of this came from
West Asia, the only region not to register a reduction in 1975. North American
imports of petroleum also increased in 1975, though by only 9 per cent, compared
with 32 per cent in 1976, The most striking feature of this trade was the rise in
importance of supplies from Africa and West Asia: each of these flows had risen to
over $10 billion by 1976 compared with about $1L.5 billion from the western
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hemisvhere which in 1973 had shipped three times as much as either of the other two
regions. West Asia also tended to increase its importance as a supplier of Europe
and Japan, providing both with over three fourths of their petroleum imports in
1976 as against two thirds in 1973 (see table 56).

While the flow of petroleum from the developing countries dipped slightly in
1975 and then rose strongly in 1976, imports of industrial raw nmaterials were
sharply (19 per cent) cut in 1975 and failed to recover fully in 1976. The only
region to earn more from exports of raw materials to the developed market economies
in 1976 than in 1974 was West Asia. Despite a 3k per cent expansion, the exports
of South and South-East Asia in 1976 (about $6,7 billion) still fell slightly short
of the 197h4 level. This is in part a reflection of the severity of the contraction
in Japanese imports in 1975 (35 per cent), almost two thirds of which came from
South and South-East Asia. There were substantial increases in African exports to
Japan (20 per cent) and North America (1b per cent) in 1976, but shipments to
Burope - by far the largest market - berely rose at all (see table 57).

Developed market economy imports of food-stuffs from the developing countries
showed a steadier growth: +there was a marked deceleration in 1975 but only in the
case of the relatively minor flow from West Asia was there an absolute decline.
And 1976 brought a 17 per cent expansion well distributed among the regions. The
contraction in 1975 was concentrated in North America, where the 1976 increase was
strongest (over 21 per cent). Japan was the only area to purchase less food from
the developing countries in 1976 than in 1975, the main cut being in the flow from
the western hemisphere (see table 58).

Changes in import expenditure

There was a marked slackening in the upsurge in developing country imports in
1976: compared with an increment of $30 billion in 1975, there was an increment of
only $18 billion in 1976 and the rate of expansion was halved - from 18 per cent to
9 per cent. The deceleration was general: the rates of increase fell from
7 per cent to 2 per cent in the western hemisphere, from 34 per cent to 6 per cent
in Africe and from 56 per cent to 23 per cent in West Asia. Only in the developing
countries of South and East Asie was there an aceceleration: +the increase, which
had dropped to less than $2 billion (U per cent) in 1975, rose to over $5 billion
(10 per cent) in 1976 (see table 45).

In the case of the petroleum~exporting countries the year-to-year growth in
import expenditure declined from $21 billion (almost 50 per cent) in 1975 to
$15 billion (less than 24 per cent) in 1976. The reduction was partly the result
of the slowing down in price inflation: the unit value of imports, which had risen
by over 9 per cent in 1975, increased by only 1 per cent in 1976. Thus the
deceleration in the growth in import volume was not quite as sharp - from
37 per cent in 1975 to less than 23 per cent in 1976. The conly region not to
experience a deceleration in the rise in import expenditure in 1976 was the western
hemisphere, where the petroleum exporters increased their purchases by over
$2 pillion (15 per cent) in 1976, compered with well under $2 billion (13 per cent)
in 1975. This reflects the partial recovery that occurred in the region's internal
trade in petroleum itself. Elsewhere, and particularly in Africa and West Asgia,
the slowing down was largely a reflection of absorption problems ~ the overloading
of transport facilities and other infrastructure and the emergence of various
bottle-necks, especially in technical skills and organizational capacity.
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In the petroleum-importing countries, by contrast, the slowdown was largely
the result of financial constraints. The average terms of trade of these countries
had deteriorated sharply in 1974 (by 8 per cent) and 1975 (by 11 per cent), and
with export earnings diminishing (by L per cent in 1975) their external balance
came under increasing pressure. In 1975 they drew down their international
reserves by about 7 per cent and increased their external public debt by over a
fifth. 1In response, many of these countries tightened their control over imports:
in volume terms these were actually reduced by 2 per cent in 1975, though because
of the further rise in prices expenditure was 7 per cent higher. As the terms of
trade began te move in their favour and export earnings began rising more rapidly,
controls were relaxed, especially in Asia, vhere for 1976 as a whole imports rose
above the 1975 level - by about $5 billion or 8 per cent.

In the petroleum-importing countries of Africa, where the 1975 worsening of
the balance of trade was sharper - with export earnings down 11 per cent and import
expenditure up 20 per cent - action was delayed and imports continued to decline, by
about $1 billion for 1976 as a whole. In the western hemisphere there was a
similar reduction in imports in 1976 in the wake of severe disinflationary measures
in some of the larger countries. Thus, in the aggregate, the increment in import
expenditure of the petroleum-importing developing countries dropped from $9 billion
(T per cent) in 1975 to $3 billion {2 per cent) in 1976.

Altogether, well over a third of the developing countries registered a
reduction in imports in 1976. In most cases {three fourths of the total) this
cutback followed a vigorous expansion in 1975, but in a fev cases - Burma, Chile
and FiJi, for example, and some African countries, including Mali, Sierra Leone,
Uganda and Zaire - it was the second successive decline. Particularly sharp ecuts
were recorded in Argentina, Jamaica and Peru, in the Central African Empire, Malawi,
the United Republic of Tanzania, Zaire and Zambia and in Bangladesh, India, Papua~
New Guinea and Sri Lanka {see table 45),

Half the countries reporting an increase in imports in 1976 registered a
second but reduced rate of expansion. These included meny of the petroleum~
exporting countries (the Bahamas, Ecuador, Indonesia, Tran, Kuwait, Nigeria, Saudi
Arabia and Venezuela) whose imports had been expanding very rapidly, as well as
some of the countries closely linked to them (Bgypt, Jordan and Yemen, for example).
There was a sharp deceleration in the rate of increase of imports into several
West African countries - the United Republic of Camercon, for example, and the
Gambia, Mauritania and Togo - as well as Morocco and Tunisia. The group also
included some of the sugar exporters - Mauritius, the Philippines, Réunion and some
of the Caribbean producers - facing a rapidly falling price for their main export,

In rather less than & third of the countries with higher imports in 1976 the
expansion was greater than in 1975. 1In this group were a few of the smaller
petroleum countries {Rahrain, Gabon, the Libyan Arab Jamahiriya and Qatar), some of
the countries whose coffee earnings were rising rapidly (EL Salvador, Ethiopia,
Guatemala, Haiti and Honduras) as well as some that were gaining from the revival
in developed market economy demand (Liberia, Paraguay, the Republic of ¥Xorea and
Thailand).

And in ebout a fifth of the countries registering higher import expenditure in
1976, the increase followed a cutback in 1975. This group included some that were
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enjoying higher coffee earnings (Brazil, Colombia, Costa Rica, Kenya and Wicaragua),
two of the petroleum refiners of the Caribbean {the Netherlands Antilles and
Trinidad and Tobago), &as weil as Ghana, Hong Kong, Malaysia and Singapore, whose
export prospects were improving as a result of reviving demand or rising prices.

For the developing countries as a whole the volume of imports continued to
rise at over 8 per cent a year in 1975 and 1976, leaving the decade average - at
8.7 per cent - well above the International Development Strategy target of around
7 per cent a year. Since 197k, however, this growth has been confined very largely
to the petroleum-exporting countries, whose decade average reached a high rate of
19 per cent a year. For the rest of the developing countyies there has been no
growth of imports since 1974 and the decade average has been reduced from
fractionally below the International Development Strategy target for the period
1971-1974 to 4.3 per cent a year for the 1971-1976 period. Since many of these
developing countries have only a rudimentary capital-goods industry and depend
heavily on imports for translating their savings into fixed investment, this lag
had serious implications for the process of economic development. Since
70 per cent of developing country imports come from the developed market economies,
the lag has also aggravated the recession and helped to delay improvement in the
rate of capacity utilization in the more industrialized countries.

Problems of economic balance

The state of economic balance in the developing countries, which had
deteriorated markedly in 1974 and 1975, improved somewhat in 1976, though in some
cases inflationary pressures remained strong and the foreign payments situation
precarious. The improvement in internal balance was the result of a number of
factors, including the enlargement of food supplies in the wake of the bumper
crops of 1975 and 1976, the sharp deceleration in the rate of increase in the price
of manufactured goods entering international trade and hence in the import prices
of most developing countries, the expansion in supply both from domestic sources
and, increasingly as 1976 progressed, from imports and the disinfiationary fiscal
and monetary policies adopted by many Governments. The improvement in external
balance was largely the result of the recovery in the developed market economy
demand for the products exported by the developing countries, supplemented by the
continued inflow of financial resources and a swing in the terms of trade in favour
of the developing countries.

Despite the widespread improvement, the state of economic balance worsened
in some developing countries and remained unsatisfactory in most. As indicated
above, there was a notable recovery in industrial activity in 1976. This greatly
reduced the proportion of idle plants and equipment, though the recurrence of
various types of bottle-necks - shortages of skills, repair facilities, specific
inputs, imported components, power, and transport or other infrastructure - held
down capacity utilization ratios in many countries. And even the expansion in
industry and the generally improved situation in agriculture and external trade
left most developing countries with a high level of unemployment or under-
employment. The search for technologies more appropriate to the local balance
of production factors continued.

In a number of countries efforts to correct a widening external deficit
through devaluation of the exchange rate raised the local currency cost of
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imports and complicated the task of domestic stabilization. In South and Fast Asia
the weighted average index of consumer prices was actually lower in 1976 than in
1975, but it began rising again and by mid-1977 was running at about 8 per cent

a year. In West Asia the 1976 average was about 17 per cent above that of 1975

and in Africa almost 20 per cent, and there was little slackening in the pace of
price increase in the first half of 1977. In Latin America, largely as a
consequence of a burst ol hyperinflation in Argentina and a sharp acceleration

in Brazil, the average price level was upr more than TO per cent in 1976 and the
rate of increase was still over 50 per cent a year in mid-1977.

Similarly, despite a general easing of the external imbalance in 1976 and an
over—-all increase of $9 billion in the international reserves of the petroleum-
importing countries, about a fifth of the developing countries saw their deficits
widen. By the end of the year the total external publie debt of the developing
countries exceeded $200 billion and, on average, debt-service payments pre-empted
more than one eighth of all export earnings. And for a few countries the debte
service burden had reached twice that proportion.

Changes in internal balance

Measured by the consumer price index, which is the most widely available
indicator, there was a significant abatement in the degree of price inflation in
the developing countries in 1976. In two thirds of the countries the increasse in
prices between 1975 and 1976 was appreciably less than in the preceding interval;
in half of the countries the increase in 1976 was less than 10 per cent, and in
a fourth of the countries it was less than 5 per cent.

In the course of the 1970s the rate of price inflation had accelerated
considerably: in terms of a weighted average the rate of increase in the
combined consumer price index of all developing countries other than Argentina
and Chile 114/ had risen from less than 7 per cent in 1969 to about 15 per cent
in 1973 and 26 per cent in 1974. It receded to 20 per cent in 1975 and
18 per cent in 1976, when 45 per cent of the developing countries recorded
price increases significantly below their decade average and about a third rates
above that average.

Virtually all the countries achieving some deceleration in the longer-term
rate of price inflation had increases of less than 10 per cent in 1976. 115/
Correspondingly, almost all the countries suffering some acceleration in the

11k/ Between 1970 and the end of 1976 consumer prices had risen more than a
hundredfold in Argentina and more than a thousandfold in Chile. Their inclusion
in the total tends to obscure the trend or Prices in other developing countries
not subject to such hyperinflation. The weights used in calculating the average
reflect private consumption in United States dollars in 1970.

115/ The main exception was Uruguay, where even in 1976 prices rose by over
50 per cent.
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inflation rate recorded increases of over 10 per cent. 116/ Among the fifth of
the developing countries in which the 1976 increase was more or less in line with
the longer—term average, a majority {60 per cent of the group) registered
increases in excess of 10 per cent {see table 59).

The countries in which the rise in prices in 1976 was significantly below
the average for the decade fell into four main regional groums - South and
South~East Asia (Afghanistan, Bangladesh, India, Malaysia, Nepal, Pakistan, the
Philippines, Singapore, Sri Lanka and Thailand), sub-Saharan Africa (Burundi,
Chad, Liberia, Malawi, Rwanda, Senegal, the Sudan, the United Republic of
Tanzania and the Upper Volta), Caribbean-Central America {the Bahamas, Barbados,
Costa Rica, the Dominican Republic, Haiti, Honduras, Jamaica, the Netherlands
Antilles, Panama and Trinidad and Tobago), and central South America (Bolivia,
Ecuador, Paraguay and Uruguay). ‘

A prominent factor in all these countries was the change in the focd
situation: most of them had experienced a particularly rapid rise in the cost
of basic food-stuffs in the 1972-1974 period. The better harvests in 1975 and
1976 brought a major increase in domestic supplies to many of them and to the
rest = sizable reduction in the unit value of imports. 117/

For the developing countries as a whole, the impact of the change irn the
agricultural scene is reflected in the rapid increase in the proportion of
countries experiencing a deceleration in the rate of increase in retail food
prices - from under a fifth in 1974 4o over half in 1975 and nearly three fourths
in 1976. In 1974 there was only one country in which food prices rose by less
than 5 per cent; in 1975 an eighth of the developing countries were in this
position and in 1976 almost a third, in more than half of which the price of food
actually declined (see table 60).

Apart from the widespread improvement in the food position, the most general
of the moderating influences was the deceleration in the rise in the unit value
of manufactures exported by the developed market economies. After reaching a
peak of nearly 22 per cent in 197k, this began to recede in 1975, and although it
inched upwards again in 1976, for the year as a whole it was less than 1 per cent
above the 1975 level. This moderation was particularly important for the smaller,
more open economies such as those in the sub-Saharan and Caribbean groups referred
to above.

In some of the countries in these groups a restraining influence on prices
came from a rapid expansion in imports. In 1975 there were particularly large
increases in the case of India, Jamaica, Nepal and Pakistan {around one fourth

116/ The exceptions were Algeria and Venezuela, where the rate of increase
in consumer prices rose to 9 per cent and 8 per cent respectively in 1976.

117/ As indicated earlier in this chapter, the average price of cereals
entering international trade declined by almost an eighth in 1975 and again in

1976.
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in value, a sixth in volume)}, as well as in Boliwvia, Burundi and Fcuador (arouna
40 per cent in value, 30 per cent in volume). In 197G there were volume
increases of around an eighth in Costa Rica, El Salvador, Honduras, Malaysia,
the Wetherlands Antilles, Singapore and Uruguay, a fifth in Liberia, a third in
Trinidad and Tobago and two fifths in Senegal. Haiti and the Sudan expanded
their imports considerably in both years; in the Sudan, wheat imports in the
first half of 1976 helped considerably in holding down price increases.

In some cases the revival in industrial production in 1976 heiped to hold
down or even reduce unit costs., This happened in India, for example, where there
was a material improvement in capacity utilization stimilated not only by enlarged
demand but also by a liberalization of investment control and of importation of
spare parts, as well as components and other inputs. BSingapore alsc benefited
greatly from higher rates of capacity use as export demand picked up; by mig-1976
labour shortames had developed in some industries - particularly textiles and
electronics and other mass production Jobs. 1In Thailand, by contrast, the
recovery was not sufficient to absorb the available labour force: unempioyment
increased by over a million workers in 1976 and there wvas little upward pressure
on industrial wages.

Official economic policies also played a part in curbing the rise in prices.
In India, for example, control over credit was tightened, a maximum expansion of
12 per cent was laid down for the 1976/77 fiscal year and the lendable resources
of the commercial banks reduced by about R 1.6 billion through a raising of their
minimum cash/reserve ratio. Government borrowing from the banking system was
reduced; the increase in the money supply originated in private credit and the
growth in the foreign assets of the banking sector. Restrictions on credit
expansion were also tightened in the Philippines. In Bangladesh, interest rates
were raised sharply late in 1975 to encourage private saviang and discourage
borrowing. In Pakistan, where in the wake of z shortfall in the cotton crop and
extensive flooding, prices began to rise more steeply in the second half of 1976,
various production incentives were introduced: fertilizer prices were lowered
and distribution improved and tax concessions granted to producers and lessors
of farm machinery and food-grain Storage facilities. In Singapore, wage increases
were limited to T per cent in 1976, somewhat less than the 1971~1976 average rate
of increase in consumer prices. The employment of more immigrant workers helped
to ease emerging labour shortages and the Government launched a campaign to
encourage local youth to enter manual occupations. Wage increases were also
limited in Jamaica and in the Sudan. In Burundi there was a substantial increase
in public-sector pay in 1976, but its immediate effect on demand was neutralized
by the introduction of a compulsory savings scheme.

The countries in which price inflation worsened in 1976 fell largely into
three groups. One comprises some of the Latin American economies - including
Argentina, Brazil, Guatemala, Mexico and Peru - in which long~-standing
inflationary tendencies were exacerbated in the 1974~1976 pericd by a
deterioration in the external balance. Another comprises a number of African
economies suffering from a similar combination of problems, complicated in some
cases by civil or military disturbances; it inecludes the Gambia, Ghana,

Ivory Coast, Mauritania, the Niger and Sierra Leone in the vwest, Zalre and Zambia
in the centre and Ethiopia, Somalia and Ugande in the east. The third group
comprises a number of the petroleum~exporting countries in which, notwithstanding
the rapid growth in imports, the money incomes generated since 1973 have tended
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to outrun the availability of goods and services; it includes Algeria, Gabon,
Tran, Irag, Vigeria, Saudi Arabia and Venezuela, as well as some of the countries
in perticularly close economic association with them - Bgypt, Jordan and the
Syrian Arab Republic, for example.

Tn most of the countries in which price inflation in 1976 wes significantly
above the longer-term average, strenucus efforts were made to stabilize the
economy. In Argentina, for example, wage control, severe credit restrictions
and a cut in real public expenditure and, even more, in the government deficit
were part of a disinflationary package that reduced the rate of increase in
consumer prices from over 500 per cent a year early in 1976 to below
150 per cent by mid-1977. The process was assisted by generally bountiful
harvests, but manufacturing production averaged 5 per cent below the 1975 level
in 1976 and unit costs and unemployment were up. The unit cost of imports {in
local currency) was up much more sharply in the wake of a rapid depreciation of
the peso, which between early 1976 and mid-1977 lost over three fourths of its
dollar value.

In Brazil, where the rate of increase in prices - which had risen steeply
in 1975/76 in the wake of poorer crops, a jump in import prices and an
anti-recessionary monetary policy - was steadied at about 4L per cent per anpum
in 1976/77. Credit supply was tightened and government spending kept in line
with revenue. In Guatemala the situation was complicated by the disruption in
production and transport caused by the earthquake of February 1976 and
subsequently by the rise in coffee incomes, which despite efforts to mop them
up through the sale of reconstruction bonds, helped to boost the rate of
increase in the consumer price index to over 1T per cent by the end of the
year. 118/ The rise of prices alsc accelerated in the second half of 1976 in
Peru after a 4b per cent devaluation of the sol in June {and a further
one third depreciation by mid-1977), the imposition of import controls, the
raising of official prices of various food-stuffs, petroleum products and
public services and the decreeing of wage increases of 10-15 per cent inversely
related to existing levels of pay. There was a similar sequence of events in
Mexico, where a number of prices and taxes were raised early in 1976 as part of .
a more restrictive economic policy and the peso was floated in August. The
subsequent depreciation reduced the dolliar value of the peso by half and
induced a sharp rise in the prices not only of imported goods but also of most
local manufactures. In September, most agricultural support prices were
increased - by margins ranging from 10 to 23 per cent - and towards the end of
the year basic wage rates were raised by 23 per cent. The rate of increase in
consumer prices rose from about 13 per cent in mid-1976 to more than double
that a year later.

118/ This probably understates the real rise in prices: basic food prices
were officially frozen but supply difficulties brought about a sharp increase in

the prices paid on the black market.
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Currency devaluations also played a major role in accelerating price
increases in some of the African countries. In Zaire there was a L2 per cent
reduction in the dollar value of the currency in March 1976, with immediate
effect on the local price of many consumer goods. The rate of price increase
Jumped from less than 30 per cent a year in 1974 ana 1975 to nearly 90 per cent
in 1976. In July, Zambia experienced a similar sequence of events after a
20 per cent devaluation of the kwacha. Up to 1975 consumer prices had risen
at less than 10 per cent a year, but by the end of 1976 the rate was about
2k per cent. Both countries sought to expand domestic production. Zambia
raised by about a third the support levels for cotton, soya beans and
ground-nuts for 1976/77; and an earlier increase of about a fourth in the maize
support contributed to & one-sixth expansion in farmers' 1976 sales of maize to
the National Agricultural Marketing Board. To encourage expatriate Tarmers to
stay on and produce more, the ceiling on profit remittances was raised from
10 per cent to 12.5 per cent. Zaire increased its budgetary allocations to
agriculture and rural transport and modified its code on foreign investment to
induce the return, as managers, of the owners of the plantations and
agro-business taken over by the Govermment in 1973.

In Ghana the official value of the cedi was maintained but only by means
of stringent import controls which not only reduced the supply of many consumer
goods but also held down the inflow of many of the goods needed to raise the
rate of capacity utilization of local plants. The price increases flowing from
varicus shortages and the overvaluation of the currency stimulated two-way
smuggling through neighbouring countries - cocoa beans outwards and a variety of
oversea products inwards - which proved very difficult to counter. It was also
difficult to make effective the control decreed over the prices of milk, sugar,
soap and various other basic consumer goods.

Budgetary problems alsc aggravated the inflationary forces in many countries,
especially where the 1975 contraction in exports reduced revenue and led the
Government to borrow more from the banking system. In some cases prices were
more directly affected by the raising of revenues through higher excise or sales
taxes - as in the Gambia, which in addition to borrowing on the basis of a new
development stock, increased taxes on rice, sugar, petroleum and other items in
the second half of 1976 and in Zambia, where the 1977 budget included a number
of indirect tax increases. 119/

Among the petroleum-exporting countries in which there was an acceleration
in the rate of price increase in 1976 various local and national bottle-necks
tended to prevent the smooth translation of higher money incomes into expansion
in investment and consumption. At the one end of the secale the rate of increase
in consumer prices between 1975 and 1976 rose from 6 per cent to 8 per cent in

;;g/ On sugar as well as beer, soft drinks and cigarettes and petrol and
diesel fuel. The budget deficit was chiefly the result of a reduction in
mineral revenue - from K 342 million in 1974 to K 59 million in 1975 - as the
profits of the government-owned copper mines declined.
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Venezuela and 9 per cent in Algeria; at the other end of the scale the acceleration
was from 13 per cent to 29 per cent in Gabon and from 17 per cent to 32 per cent
in Saudi Arabia.

Tn Iran betbter domestic crops tended to hold prices down in the early part of
1976 but in the second half of the year the impact of higher money incomes became
increasingly apparent: the rate of increase in consumer prices, which had
averaged about 10 per cent in the first half, climbed to over 20 per cent by the
fourth quarter and to near 30 per cent by mid-1977. The rise in prices in Gabon
and Saudi Arsbiaz also reached the vieinity of 30 per cent a year - about twice
the average for the decade.

In Algeria, Iraq and Venezuela, on the other hand, the rate of increase in
prices, though above the longer-term average, remained relatively moderate -
under 10 per cent a year for most of 1976 and early 1977. In Algeria and Irag
the balance was eased by increased domestic production, in agriculture as well as
industry including, in particular, good cereal crops. 120/ 1In Venezuela, where the
harvest was generally poor, imports played a greater part: after an increase of
over 40 per cent in 1975 there was a further 14 per cent expansion in 1976. New
efforts were made to raise agricultural output - higher producer prices (for pork,
poultry and eggs), increased subsidies (on maize, sorghum and soya beans as well
as on fertilizer and other farm inputs) and stepped-up investment (in roads,
irrigation and other rural infrastructure). Both Algeria and Venezuela sought to
hold down the expansion in money supply by restrictions on bank credit. 121/

In Nigeria the rate of increase in prices in 1976 (21 per cent), though also
well sbove the decade average (15 per cent), was substantially less than in 1975
(34 per cent), and it decelerated in the second half of the year to about 12 per
cent by the first quarter of 1977. This reflects an improvement in domestie
production, including food, 122/ a further large expansion in imports (to neariy
four times the 1973 level), efforts to control the money supply that included
guidelines for directing bank credit to the productive sectors, a year's moratorium
on wage increages introduced in March 1976 and the concentration of the distribution
function in respect of certain essential commodities (including fish and edible oil)
in statutory corporations capable of controlling prices.

Finally, there are the countries in which the rate of price inflation in 1976
was more or less in line with the average for the decade. ©Gome of these
experienced relatively low rates of increase in prices - Tunisia, 5 per cent; the
Libyan Arab Jamahiriya, 6 per cent; Fl Salvador, T per cent; and the United

120/ Despite the rapid expansion in industrial capacity in Algeria,
unemployment remained the most serious imbalance in the ecomomy: in 1976 the number
of work seekers averaged 1.3 million.

121/ Apart from sharply raising bank reserve requirements, Venezuela sought
to divert consumer credit from the luxury end of the market - motor cars and high-
priced houses and real estate - to the needs of lower-income groups.

122/ Though Higerian food production rose steadily in the 1970s, it lagged
behind population growth, and in 1976 per capita output was about 10 per cent below
the average of the first half of the 1960s. Among the imports arriving in larger
quantity in 1976 were wheet, rice and sugar.
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Republic of Camercon, Guyana and Morocco, O per cent. Some had price increases
that were higher but still below the developing country average ~ the Central
African Empire and Fiji, 11 per cent; Togo, 12 per cent; Kenya and Mauritius,

13 per cent. And some had higher rates - Bahrain and the Republic of Korea,

15 per cent; Colombia and Yemen, 17 per cent; Indonesia, 20 per cent; and in a
class of its own, Chile, where the average rate of increase in retail prices was
over 200 per cent a year,

Among the countries in which the 1976 price rise continued a modest earlier
trend, Tunisia registered some deceleration in the second half of 1976 in the
wake of record food production in the 1975/76 season: the turn of the vear saw
retail prices rising at less than 3 per cent. In El Salvador and Merceeo, by
contrast, there was some acceleration. This occurred in the first half of 1977
in El SBalvador in the wake of the rapid rise in coffee incomes. In Moroceo it
occurred in the second half of 1976, reflecting in part the falling off in the
volume of imports as phosphate prices receded and the trade deficit widened and
in part an increase in government borrowing from the banking system despite the
successful marketing of a new series of bonds.

There was also an acceleration in the price rise in Togo - from 12 per cend
in 1976 to over 20 per cent in the early months of 1977 - and in Colombia, where
in the face of signs of strain on industrial capacity the impact of higher coffee
incomes began to be reflected in monetary demand. By mid-1977 retail prices in
Colombia were rising at over 40 per cent a year - more than double the 1976 rate.

In Kenya, by contrast, and also in Indonesia and the Republic of Korea there
vas a distinct abatement of price inflation. In Kenya largely as a result of a
firm policy of wage restraint and a bumper crop of maize - the country's basic
food cereal - the rate of increase in consumer prices was halved between the first
quarter of 1976 and the first quarter of 1977, though there was something of a
rebound later in 1977. Indonesia and the Republic of Korea both pursued
restrictive monetary and fiscal policies in 1976. Bank claims on the government
sector, which had more then doubled between 197k and 1975 rose only slightly
(8 per cent) in the Republic of Korea in 1976 and were sharply reduced in
Indonesia. In the Republic of Korea the food balance was significantly improved
by a large rice crop and the increased importation of maize and soya beans; and
in March 1976 price controls were tightened inter alia by requiring more adequate
public display of retail prices and the designation, under the Price Stabilization
Law, of 127 products for which any increase in price had to be Justified and
officially sanctioned. The rate of increase dropped to about 10 per cent in the
first half of 1977, well below the longer-term trend.

In Chile the rate of price inflation reached its peak (about 600 per cent a
year) in 1974, By dint of severely deflationary policies, this rate was
progressively reduced: despite a cut in imports and zero growth in agriculture
it had dropped below 200 per cent by the end of 1976 and, notwithstanding the
removal of price controls on everything except basic foods, below 100 per cent
by mid-1977. The process was aided by a marked recovery in industrial production
but it left unemployment still at a very high level. 123/

123/ In the greater Santiago area, the main industrial centre, the
unemployment rate stood at 1b per cent in March 1977, compared with 20 per cent
a year earlier.
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In the aggregate, over two thirds of the population of the developing
countries lived in countries in which the rate of increase in consumer prices was
appreciably less between 1975 and 1976 than in the previous interval. About a
fifth lived in countries in which price inflation was much the same in 1976 as in
1975, And only about an eighth of the total were in countries in which there was
a material acceleraticn in the rate of price increase. Altogether over 60 per
cent of the population were in coupntries in which prices rose by less than 10 per
cent in 1976; and about a sixth were in countries with an increase of over 20 per
cent.

Changes in external balance

Largely as a result of the widespread increase in export earnings, combined
with the slow relaxation of the impert controls that had been imposed or
tightened in 19T4 or 1975, there was a general strengthening of the external
balance of the developing countries in 1976. Less than a fourth incurred a
larger current account defieit in 1976 than in 1975 or swung from an active to a
passive balance. Most of these countries were exporters of commodities whose
price had fallen sharply on international markets (phosphate exporters such as
Morocco and Tunisia, for example, and sugar exporters such as Barbados, the
Dominican Republic, Fiji, Guyana, Jamaica, Mauritius and the Philippines) or
countries whose imports were particularly large in 1976 {such as Bahrain, Nigeria
and the Syrien Ared Republic, where there was an increase of around 40 per cent
over the 1975 level) or countries in which there was a combination of high imports
and lower export prices (such as the Gambia and Senegal, the ground-nut exporters).

A few countries registered a reduced surplus in 1976. For the most part
these were petroleum exporters whose imports continued to expand vigorously -
Gabon, Iran, Kuwait, Qatar, Saudi Arabia, Trinidad and Tobago, the United Arab
Emirates and Venezuela (see table 61).

In some countries the deterioration in the current belance was extremely
sharp., Measured in terms of the ratic of the deficit to the average of exports
and imports, there was a decline of over 20 percentage points in a number of cases,
including Senegal, the Syrian Arab Republic, Somalia, the Gambia, Guyana, Western
Samoa, Morocco and the Dominican Republic. The surplus ratio of Gabon and Qatar
was also reduced by over 20 percentage points., At the other end of the scale the
deterioration in the balance was less than 5 percentage points in the case of
Jemaica, Guinea-Bissau, Fiji, Nigeria, the Philippines and Paraguay. And in the
case of Liberia and the United Arab Emirates the reduction in the surplus ratio
was also less than 5 percentage points.

Among the countries in which the current deficit was narrowed between 1975
and 1976 or converted into a surplus, 58 per cent of the totel - about a third -
posted reductions of less than 10 percentage points in the ratio of the deficit
to the average of exports and imports and rather more than a third, reductions of
over 20 percentage points. Most of the countries in the latter group contributed
to the improvement of their external balance by cutting imports, as in the case of
Bangladesh (with a 22 percentage point gain) and India (34 percentage points), as
well as Chile (29), Zaire {39) and Zambia (64), the major copper exporters, and
Argentina and some of the African countries - Algeria (25), Botswana (23),

Burundi (68), the Central African Empire (93), Malawi (32), the United Republic of
Tanzaniz (31) and Uganda {(35). In the case of the Libyan Arab Jamahiriya (where
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there was a 22 percentage point swing from deficit to surplus) thers was a
deceleration in the growth of imports as well as a sharp acceleration in exports,
and this was also true of the Sudan and Uruguay. In Wicaragua and the Republic
of Korea the improvement (23 percentage points in each case} was the result of a
large increase in export earnings.

A few countries saw their external surplus widened in 1976, marginally in
the case of the Bahamas and Jordan, moderately in the case of Indonesia, Oman and
Yemen but substantially (by 22 percentage points) in the case of Irag and
Malaysia. In most of these countries the inerease in the surplus reflected higher
export earnings, combined with a cutback in imports in the case of Iraq, but in
Jordan the main expansion was in service earnings and in Yemen in private
transfers.

Measured in terms of the ratio of the current account balance to the average
of exports and imports, two thirds of the developing countries achieved an
improvement in their external halance between 1975 and 1976, and in a fourth of
the developing countries the improvement was a substantial one of over
20 percentage points. At the other end of the scale, about a third of the
countries whose balance deteriorated between 1975 and 1976 suffered a loss of
over 20 percentage points (see table 62).

Of the countries that had a larger relative deficit or smaller surplus in
1976 than in 1975, about a third ended up with an external balance that was
stronger than at the beginning of the decade. Some of the countries concerned
were petrolesum exporters (Iran, Wigeria, Saudi Arabia, Trinided =nd Tobura, the
United Arab Bmirates and Venezuela), but the group also included some of the
sugar exporters {Barbados, the Dominican Republic, Fiji and Surinam) that had
gained considerably from the 1973~197k upsurge in world sugar prices.

The remainder of the countries that had experienced a weakening of the
external bnlance in 1976 ended up with a larger relative deficit (or smaller
surplus) than in 1970-1972. Over this longer period the most serious deterioration
oceurred in Senegal (with a ratio of deficit to the average of exports and
imports 61 percentage points larger in 1976 than in 1970-1972), Sierra Leone
(35 percentage points), Cabon (33), Somalia (32), Guyana (29}, Liberia and
Western Samoa (28), the Philippines (27), the Syrian Arab Republic (26),

Yemen (24) and Paraguay (21).

Of the countries that improved their balance between 1975 and 1976, about
two thirds vere in a stronger position in 1976 than at the beginning of the
decade. In the case of the other third, even the 1976 improvement still left
their external balance more passive {or less active) than it was in 1970-1972.

Among the countries whose current account was significantly stronger than
in the early 1970s were Algeria, Indonesia and Irag and some in which there had
been major mineral development - Botswana, Ecuador and Papua-New Guinea, for
example. Some of the coffee exporters had also improved their external balance,
a5 in the case of Burundi, the Central African Empire, Colombiz, Ugande and the
United Republic of Tenzania and to a less extent Costa Rica, El1 Salvador,
Ethiopia, Guatemala, Ivory Coast, Kenya and Rwanda., Chile registered a marked
improvement and Zaire and Zambia a small one. With the easing of the food
situation and the opening up of new opportunities for foreign currency earnings
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in the Middle Bast, 124/ the external balance of the countries of South Asia was
greatly strengthened. And in the wake of a notable upsurge in exports the current
account deficit of Malaysia and the Republic of Korea was materially reduced.

Among the countries in which the gains in 1976 still 1eft the current account
deficit relatively greater than in 1970-1972, the weakening was marginal in the
case of Bolivia and Nicarsgua, Egypt and Israel, Morccco and Thailand, rather
more substantial - around 8 percentage points - in the case of Haiti and Honduras
and Mali, Mauritania and the Sudan and most marked in the case of Brazil, Mexico
and Peru.

Tvidence of the strengthening of the external balance of the developing
countries in 1976 also comes from the movement in interngtional reserves. While
the petroleum-exporting countries continued to accumulate reserves - $10 billion
in 1975 and $9 billion in 1976, bringing their combined holdings to nearly
$68 billion ~ the reserve position of the other developing countries fluctuated
widely. In 1975 almost half these countries had %o draw on their reserves to help
finance their current account deficits and in the aggregate their international
liquidity was reduced by nearly $2 billion. 1In 1976 the proportion of countries
drawing on their reserves was below a third, and total holdings were increased by
pearly $11 billion.

In 1975 the loss of reserves by petroleum~importing countries was heavily
concentrated in the western hemisphere - $2.7 billion out of $3.9 billion: In
1976 the loss was not only smaller {just over $1 billion) but it was also more
uniformly distributed. The gains of the petroleum~importing countries in 1976
reached nearly $12 billion, the bulk of which accrued to countries in the western
hemisphere and South and East Asia ($5.2 billion in each region). In both years
the gains made by the petroleum-exporting countries were chiefly in West Asia -
10,5 billion in 1975 and $7.1 billion in 1976 (see table 63).

Notwithstanding the widespread improvement in the reserve positions of the
developing countries in 1976, many remained inadequately cushioned against
fluctuations in export earnings. At the end of 1976 an eighth of the developing
countries had international reserves equivalent to less than one month's imports
at 1976 rates, almost a third had a reserve ratio of less than three months'
imports and over half a ratio of under five months'! imports.

Though the external liquidity of many developing countries was still
precariously low, however, the problem was generally less acute than at the
beginning of the decade when the proportion of countries with reserves gquivalent
to less than five months' imports was 60 per cent. At the end of 1970 less than
a fourth of the developing countries had reserves equivalent to over six months'
imports; at the end of 1976 more than a third of the developing countries were
in this position (see table 64).

In over 40 per cent of the developing countries the percentage ratio of
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12k/ In the case of Pakistan, for example, 1976 found about 650,000 workers
in oversea employment, of whom 55,000 were in Saudi Arabia, 45,000 in Qatar, and

35,000 in the three Gulf Sheikdoms of Abu Dhabi, Dubai and Oman. Remittances from

these migrants totalled R 3.5 billion (about $350 million), about seven times as
much as was being received at the beginning of the decade.
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end-of-year reserves to the value of the year's imports was more than five points
higher in 1976 than in 1970. Among these countries were virtually all the
petroleum exporters and some -~ such as Lebanon and Yemen - closely associated

with them. The group also includes many of the coffee exporters, both in Africa
(Burundi, the Central African Empire, Ethiopia and Rwanda) and in Latin Americs
(Brazil, Colombia, Costa Rica, Guatemela, Haiti and Honduras). There had been a
significant rise in the ratio in Pakistan and an even larger one in India, Malaysia
and the Philippines; in Mauritania; in Argentina and Paraguay; and in Burma and
Fiji.

At the other end of the scale about 35 per cent of the developing countries
had an end-1976 reserve ratio more than 5 percentage points less than that
obtaining at the end of 1970. The sharpest deterioretion had cccurred in s0me
of the exporters of metals and ores - Chile, Peru, Zaire and Zzmbia, for example,
as well as Jordan and Sierra Leone. Some of the sugar exporters (Guyana, Jamaica
and Mauritius} also had much lower reserve ratios in 1976, as had a few of the
petroleum exporters (the Libyan Arab Jamahiriya, Oman and Qatar) whose imports had
expanded with particular spree after 1973. A group of African countries with
relatively slow-growing export proceeds - Egypt, Kenya, Malawi and the Sudan in the
east and the Gambia, Ivory Coast, Senegal, Togo and the United Republic of Cameroon
in the west - are also among those with significantly lower reserve ratios. There
was a small reduction - 6 percentage points - in Mexico and a much larger one in
Nepal, Thailand, Uruguay and Western Samoa.

In between these two groups were the countries whose reserve rabio was much
the same in 1976 as in 1970. In most of these, reserves continued to be relatively
small - equivalent to 3-k months' imports in the case of Bahrain, El Salvador and
Singapore, but only 2 months' imports in Israel, Morocco, Tunisia and the United
Republic of Tanzania, one month's imports in Darbados, the Dominican Republic,
Ghana, Sri Lanka and the Syrian Arab Republic and less than a month in the
Bahamas, Liberia, Mali and the Netherlands Antilles.

The $20 billiorn inecrement in developing country reserves in 1976 came in
part from the improvement in export earnings and in part from the inflow of
financial resources from the rest of the world. About $33 billion of these
transfers came from the developed market economies, between $4 billion and
$5 billion from the international development banks and other multilateral
institutions, about $15 billion from the Furocurrency market, between $1 billion
and $2 billion from the centrally planned economies and almost $1 billion from
the international bond market. 125/ Virtually all the bilateral official
development assistance amounting to sicut %9 billion went to retrolevm-inporting
developing countries. In addition, there was a flow of between $7 billion and
$8 billion from the petroleum-exporting developing countries to other developing
countries,

Preliminary estimates suggest that public borrowing by the petroleun-inporting
developing countries exceeded $20 billion in 1976, almost three times as much as

125/ The $33 bitlion Trom the developed market economies includes rather more
than $1 billion from private voluntary bodies. The flow to the developing
countries from the multilateral agencies is assumed to be more or less aqual to
the net flow of resources into the agencies from the developed countries.
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in 1973. 126/ As a proportion of the gross national product of the countries
concerned, this borrowing reached 3.5 per cent in 1976, almost twice the 1973
figure. More than half the borrowing in 1976 was by western hemisphere countries,
the only region to borrow relatively more than in 1975. This raised the outstanding
disbursed public debt of the western hemisphere countries above $50 billion and

the total for the petroleum~importing countries to $107 billion (see table 65).

Relative to production, the debt burden was heaviest in the petroleum-~importing
countries of Africa and the Middle East - well over a fourth of their combined
gross national product, Relative to export earnings it was heaviest in South Asia:
equivalent to three years' exports in 1973, though rather less than that in 1976.
In the aggregate, 1976 brought a rise in the debt ratio both in terms of production
(to over 18 per cent of the gross national product, compared with under 14 per cent
in 1973) and in terms of trade {(to more than one years' exports, compared with just
over 11 months' in 1973).

Detailed information regarding developing countries' 1976 payments of
amortization and interest on external debt is not yet available., In 1975 about
T0 per cent of the developing countries devoted less than 10 per cent of the
earnings from the exports of merchandise and non-factor services to the servicing
of their external debt. This was the same proportion as in 1970. Similarly at
the other end of the scale, the proportion of countries spending over 20 per cent
of their export earnings on debi service was about a tenth in 1975, as it was
in 1970 (see table 66).

Within these broad groups, however, some deterioration had occurred. The
proporticn of countries in which less than 5 per cent of export earnings was
pre-empted for debt service had dropped from 43 per cent to 32 per cent, and the
proportion devoting more than 15 per cent of their export earnings to debt service
had risen from 15 per cent to 21 per cent. The number of countries experiencing
an increase in debt-service ratio between 1970 and 1975 was almost twice as great
as the number recording a reduction. In two thirds of the countries the 1975
ratio was within 3 percentage points of its 1970 level; increases of over
3 percentage points were registered by about a fifth of the total and decreases
of over 3 percentage peints by about a seventh.

The most notable reductions in debt-service ratio cccurred in Asia:
Afghanistan, India, Iran, Pakistan and the Republic of Korea all improved their
ratio by more than 3 percentage points between 1970 and 1975 and in the Syrian
Arab Republic there was a 2-point decline. Among the African countries there were
reductions of over 3 points in Lesotho, Ethiopia and Tunisia and 2-point declines
in Liberia and Mauritius. In the western hemisphere, the largest reductions were
in Ecuador, Guatemala and Paraguay.

The western hemisphere was more noteworthy for the increases in the burden
of debt service: Bolivia, Chile, Jamaica, Peru and Uruguay all recorded increases
of over 3 percentage points. Similar increases were registered by a number of
African countries -~ Algeria, the Central African Empire, Ivory Coast, Mauritania,
the Sudan, Togo, Uganda and Zaire - and by Sri Lanka. In Uruguay the debt-service
ratio rose above 40 per cent for the first time, in Chile and Mexico it exceeded

126/ These figures are based on the returns of 67 developing countries and
inelude virtually all the significant borrowers from abroad.
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25 per cent, in Sri Lanka and the Sudan 20 per cent, in Bangladesh, Mauritius and
Zaire 15 per cent, and in the Centrel African Empire and Uganda it was above
10 per cent for the first time.

Combining the three criteria of external balance - current account,
international reserve and debt-service ratios - it would appear that 1976 found a
number of countries in a significantly stronger position than at the beginning of
the decade. This group included not only most of the petroleum-exporting countries
but also India, Pakistan and the Republic of Korea, as well as Ethiopia and
Guatemala. The balance had also improved for several other countries - Malaysia
and Paraguay, for example, and some of the coffee exporters, including Burundi,
Central African Empire, Colombia and Rwanda - though in some cases the gain in
international liquidity had been brought about not only by a better expord
performance but also by greater borrowing.

At the other end of the spectrum, all three indicators of the state of
external balance pointed to a significant deterioration in a number of countries -
notably Jamaica, Mexico, Peru and Uruguay in the western hemisphere and Benegal ,
the Sudan and Togo in Africa. There was also a weakening in the position of
several other countries, particularly among the mineral exporters {such as Chile,
Mauritenia, Sierra Leone and Zaire) and sugar exporters {Cuyana and Mauritius),
though in some cases - Chile and Zaire, for example, and to a less extent Iveory
Coast - 1976 brought some strengthening of the current account.

These indicators of external balance take no account of private borrowings
from abroad not guaranteed by Government or of short-term debts or of the terms
of recent borrowing that will affect future service payments. For some countries
these factors greatly increase the debb-service ratio, as in the case of Brazil,
the Philippines and Zaire, for example, and on a smaller scale Ghana, Morocco and
Thailand and to less extent Argentina, Chile, Colombia and Pakistan. Borrowing
on the Rurocurrency market - for relatively short periods and at relatively high
interest rates - has in this way raised the prospective debt-service ratic of a
number of countries, most notably Brazil, Mexico, Indonesia and Peru, which
together account Tor about half the $k0 biilion Burocurrency credits negotiated
in the period 1973-1976.

Leonomic outloock

The prospects for the developing countries in the periocd immediately ahead
are even more varied and more uncertain than is normally the case. The diflerences
in the outlook for developing countries stem not only from the characteristic
differences in structure and stage of development but alse from superimposed
differences in cyclical phasing and in the market situation of major export
commodities. The uncertainty in the ocutlock stems not only from the usual
unpredictabiiity of agricultural production but alsc from the fragile nature of
the recovery in demand still in progress in the developed market economies.

The rate of economic growth in the developed market economies, which exceeded



5 per cent in 1976, is likely to fall back to nearer 4 per cent in 1977 and

1976. 127/ With high rates of price inflation continuing to inhibit expansionary
policies and high rates of unemployment continuing to cast a shadow over import i
policies, the external economic environment facing the developing countries may ;
not remain conducive to rapid but stable growth. '

The momentum generated by the 1975-1976 upswing, however, continued into 1977
In the first half of the year developed market economy imports from the developing
countries were about a fourth greater than in the corresponding portion of 1976,
The dollar earnings of the petroleum-exporting countries rose by a sixth and
those of the other developing countries by almost twice that proportion.

|
!

Though by mid-year the international prices of some of the primary commodities
exported by the developing countries had levelled off (as in the case of rubber, @
sisal, bananas and olive oil) and the prices of others were below the corresponding
1976 figures (as in the case of sugar, wheat and maize, phosphates, copper and :
zinec), the over-all level of primary export prices was still about 16 per cent
higher than in mid-1976. This is a larger increase than was registered in 1976
and reflects the continued upswing in the prices of the beverage crops, textile
fibres, tin and lead, as well as further increases in the prices of beef and
tobacco, petroleum and ircen ore and the recovery in the prices of most of the
vegetable seeds and oils and bauxite (see table A7) .

In the light of the employment problems of the developed market economies
and the efforts that have been made by a number of countries to reach "orderly
marketing' agreements with oversea suppliers of products that compete with
Vgensitive" domestic industries such as textiles, foot-wear and steel, it seems
unlikely that the near b0 per cent expansion in developing country export receipts)
from manufactured goods that was achieved in 1976 will be equalled in 1977 ovr ﬂ
1978. Nevertheless, markets have been penetrated, a certain momentum has been !
built up, and if incomes continue to rise by 4.5 per cent a year, further J
substantial growth can be expected - and from a base that now constitutes a sixth %
of all developed market economy imports from developing countries. ;

The LINK forecast of September 1977 suggests an expansion in developing
country export quantom of nearly 16 per cent in 1977 and 20 per cent in 1978. |
Allowing for the price gains that seem likely, the annual increase in export
esrnings should exceed the 21 per cent recorded in 1976. J

Purchases by the petroleum-exporting countries have continued to expand
vigorously: in the first half of 1977 expenditure was about 27 per cent above the!
corresponding 1976 level. Most of the other developing countries, by contrast,
have continued to keep their imports under the stricter controls that became
necessary in 1975. Thus in the first half of 1977 their total expenditure seems

127/ Forecasts made for the LINK project meeting in September 1977 suggest
that the over-all vear-to-year increase in the combined gross domestic product
of the 13 major developed market economies might fall to k.1 per cent in 1977
and then rise slightly to h.3 per cent in 1978.
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to have been only siightly greater then in the first half of 1976. 128/ This

would imply a reduction in the volume of imports, for although the prices of cereals
were substantially below the 1976 level, there was a further increase in the price
of petroleum, and the average unit value of the manufactured goods exported by the
developed market economies which had levelled out in 1976 had begun to rise sgain,
reaching about 10 per cent above the corresponding 1976 figure in the first half

of 1977.

This import restraint permitted a further build-up of international reserves.
In the first eight months of 1977 the developing countries added $10 billion Go
their combined reserves, more or less equally divided between the petroleuwn~
exporting group and the rest of the developing countries, and raising the reserve
ratio of the latter to the equivalent of 3.5 wonths' imports. The expansion in
reserves vas general,; only a handful of countries - including Algeria and the
United Arab Emirates, Brazil and Peru, the Philippines and Tunisia - experienced a
reduction in the first eight months of 1977.

The improvement in the international liquidity of the petroleum-importing
countries will strengthen their ability to face the debt-servicing consequences of
the recent increase in borrowing by many of the higher-income countries on the
private capital market. Though such credit is not likely to be cut off in the near
future, the heavy involvement of some banks and the heavy indebtedness of some
countries have both been guestioned. Moreover a revival of investment in some of
the leading developed market economies - such as is required to sustain their
longer-term growth -~ might provide serious competition for funds that would
otherwise be available for developing country borrowing.

The effects of the lag in real import growth in the 1975-1977 period seem
likely to continue to be mixed - acting as a stimulapt to manufacturing in some of
the industrially advanced countries but slowi~g down the investment process in
others and contributing everywhere to price inflation.

The LINK forecast of over-all economic growth in the developing countries
suggests a marked acceleration in the rate of increase in the combined gross
domestic product - to near 7 per cent in 1977 and 1978. TFor the vetroleum-importing
group this may mean an increase of close to & per cent. 129/  But much depends on
the ocut~turn of agriculture - a virtually unpredictable element in the case of
some crops and some countries.

128/ The import data of the developing countries are less complete and more
tentative tham the export data. Information from partner countries indicates that
exports from the developed market economies to the petroleum-importing developing
countries were about 13 per cent higher in the first halfl of 1977 than in the {irst
half of 1976. TExports to the petroleum-exporting countries were 29 per cent higher
and the over-zll increase was 19 per cent. This is reughly in line with the LIHK
ferecast of an increase in developing country import guantum of about one sixth in
1977 (to be followed by an increase of about a fourth in 1978).

;gg/ The Secretariat of the United Hations Conference on Trade and Development
foresees a growth rate of over 6 per cent in the Asian developing countries in
1977 and in the western hemisphere countries in 1978. See "Interdependence of
problems of trade, development finance and the international monetary system"
(I1D/B/666/Add.1), part IT, table 7.
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On the whole 1977 seems likely to be ancther Favourable agricultural year.
And the enlargement of stocks and improvement in inventory management that took
place in many countries in 1975 and 1976 should help to assure the supply of basic
food-stuffs and industrial inputs. In this context, the decline in cereal prices
and the increase in the carry-over in the major exporting countries will also help
to ensure the adequacy of supply in the developing countries, almost all of which
continue to be net importers.

The desirability of further improvement in food supply stems not only from the
need to raise consumption in the interest of nutritional objectives in most
countries but also from its stabilizing effect on domestic price levels. Except
in the hyperinflation countries of Latin America, 130/ there has been a
widespread tendency for the rate of increase in consumer prices, which had
moderated considerably in 1976, to accelerate again. In wid-1977 countries
experiencing a faster rate of price rise than in 1976 outnumbered those in which
there was further deceleration by about three to one. Apnd with the unit value
of imports of manufactures increasing repidly agein, the prospects for greater
stability in the immediate future had dimmed.

An acceleration of inflationary forces would tend to make Governments hesitant
in pressing expansionary policies and hence reduce the likelihocd that growth rates
during the remainder of the 1970s will be high enough to raise the rate of increase
in production in the petroleum-importing countries from its first half average of
5.2 per cent to a decade average of 6 per cent.

130/ In Argentina the annual rate of increase in consumer prices had dropped
from nearly 500 per cent in 1076 to under 150 per cent in mid~-1977; in Chile the
corresponding reduction was from 230 per cent to under 100 per cent.
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Table 37.

Developlng countries:

summary of perfcrmance in

respect of the paramsters of the
Internetional Development Strategy, 1971-1976

(Percentage change from preceding year)

Average /
Iter and country group 1971-1976 1971 1972 1973 1974 1975 19762
Gross domestic proéuctg/
Developing countries o 5.6 5.5 6.0 7.1 5.8 3.6 5.5
Petroleum exporters~ T.4 6.2 7.0 8.4 8.5 k.3 10.3
Others 5.2 5.3 5.7 6.9 5.3 3.h h.3
Agricultural productisng/ 2.4 c.8 - 3.2 2.3 5.3 2.9
Manufacturing productionE/ 7.3 T.b4 8.7 9.9 6.1 2.9 8.6
Grosg domesuic incomez/
Developing countries </ 7.5 5.5 5.8 0.k 16.5 1.9 6.5
Petrcleum axporiers 16.7 9.5 5.9 13,1 7.3 2.8 13.1
Others 4.8 Ly 5.8 8.5 3.9 1.7 k.6
Value of exports {dollars}
Developing countries o/ 28.7 12,2 LT 50,0 i0R.2 5.8 21.3%
Petrcleur exporters 39.6 2g.L 13.5 57.8 195.6 7.0 19.8
Others 19.7 4,9 18.8 i4s.0 37,2 3.0 23.4
Value of imports (dcllars)
Developing countries c/ 22.5 13.0 12.0 38.2 6&.2 8.k 9.4
Petroleum exporthers 36,1 156.9 17.2 3.k 74.8 ko,7 23.7
others 19.9 11.9 10k 36,6 £0.7 7.0 2.3
Quantum of expcrtsg/
Develcping countries o/ 5.b 6.7 8.6 10.5 - 0.2 7.2 15.k
Petroleum exporters 4.5 B.h B.2 15.2 - 2.5 12.3 12.7
Others 6.8 6.8 9,0 7.4 0.9 0.8 18.6
Quantum of imports
Developing countries n/ 8.7 7.1 3.7 1le2.% 12.5 8.3 8.2
Petrcleum exporters 19.¢ 11.3% 7.9 16.8 2c.6 37.0 22.5
Cthers k.2 5.6 1.7 1l.2 8.6 1.9 1.1
Unlt value of exportsﬁ/
Developing countries m/ 22.2 5.2 T.b 35.8 1024 1.5 5.4
Petroleum exporters LR 15.7 b9 37.0 200.5 6.0 6.3
Cthers 12,1 1.0 9.0 35.0 36.0 3.1 h.o
Unit value ol 1mport95/
Developing countries ¢/ k.6 545 8.6 22.8 46.0 9.3% 1.1
Petroleum exporters 1k.4 5.0 8, 22,8 45,0 9,3 1.0
Others 15.0 6.0 8.6 22.8 L8.o 9.3 1.2
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Table 37 (continued)

Average

. a/
Tter and country proup 1971-1976 1671 1670 19734 1497k 1975 1976~
Terms of tradeﬁiﬁ/
peveloping couttries N 5.5 - 0.3 -1.1 10.6 3.6 -7.0 b.¢
Petroleun exporters= 16.5 10.2 -Z.h 11.5 1wT.y - 3.0 5.2
Others - 2.6 - T.h c.h 9.9 - 8.1 - 117 2.8
Terms of exchange between
manufactures jang primary .
comrsdities~ 2.0 - 5.5 k.9 %G 1.3 -2hk 7.6
Impurt purchasing power of
axporis=sl
Developing csuntries e 6.h 7.0 2.0 28.%5  -13.7 20.4
Patooleum rxporters—/ »1.9 19.5 L.5 28,4 102.]  -1h.0 18.5
Mrers L.y - 1.1 .4 18.6 - T3 ~12.0 21.9
Interaational raservesﬁ/
Developlng countries | »3.8 08,0 3.5 5.2 80.6 10.6 22.5
Petroleur exportars:/ 53,4 £5.5 2R, %2.9 218.% 21,2 15.7
othzre 2C.0 13.0 7.9 38.0 8.0 - 5.7 37.1
Import ecuivelent of reservesg/
Developnlng countries 16.5 21.3 2%.8 11.0 P27 1.2 21.5
Petrcleun exporter5~/ 33,4 57.4 18.5 f,e 119.5 10.9 1k.5
Gthers L.g 6.6 aT.C 124 - 27,0 ~13.7 35,8
External public debt&/
BDeveleping countries 18.7 1k B 13.¢ 15.2 26.3 21.0 7.0
Petroleum exporters™ 21.0 e 5.8 30,0 13.86  18.¢C 16.7
(thers 8.2 3.1 15.h 16.9 2h.e 22.0 17.0
Exportqequivalnnt of publie
debt~/
Developlng countries - 2.0 5.1 9.9 - 12.2 - 3.6 19.4 11.3
Petyral eum exporte:sg/ ~ 7.3 T3 R0 - 5. - A2 11.3 a8
Cthers 57 is.2 A8 - 130 - BT £5.9 12.5

Source: Ceatre for Development Planning, Projecticrs anc Palicies of the United Natluns
genrotariat, hasel on United Nations, cratisticsl Yeartcck, Monthly Bulletin of Stalistlces and
veartost of Naticnal Accounts Statistics; rood and Egricultura Organizaticn of he United
Natione, Producticn Yearbook (Reme); Organizaticn for Economic Os-opervatiion and Development,
Develcpment Co-operation, 1975 Revinw (Paris, 1675); International Monotary Fund,
Tnternaticnal Finaneinl Stalistics; and nati nal sasurces.

{(Foot-notes on fellowing page)
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(Foot-notes to table 37)

g/ Preliminary.
b/ Measured at constant (1970) market prices,

E/ Algeria, PBahanas, Bahrain, Brunel, Democratic Yemen, Ecuador, Gaton,
Indonesia, Iran, Iragq, Kuwait, Libyan Arab Jamahiriya, Netherland Antilles,
Nigeria, Oman, Qatar, Saudi Aratla, Trinicdad end Tobago, Venezuela and
United Arab Smirates. Datla pertaining to GDP and external public debt,
exclude Bahamas, Bahrain, Brunei, Demccratic Yemen, Hetherlands Antilles
and United Arab Emirates.

g/ Based on index of gross output and hence not compiarable with the
national accounts measwie of production,

g/ Pased on index of value added of International Standard Industrial
Classification (ISIC) 3. 'he data are fcr the organized manufacturing sector
and exclude small-scale and handlcraft production.

g/ Gross domestic product adjusted for change in terms of trade,

5/ Based on data for trade valued in United States dollars by using
IMP’ conversion factors, Because of varistions in the compusition of trade
and inadequate reporting of transaction prices, estimates of average unit values
of exports and imports and of the associated changes in the terms of %irade are
always subject to coinsiderable uniceriainty, and the extraordinary changes in
commodity prices in the 1971-1975 pericd nave made the results unusually
dependent on the welghting system.

E/ Unit value of exports divided ty unit value of imports.

g/ Average price of primary commoditics (other then petrcleum) and non=
Terrous metals exported by develcping ccuntries.divided by the average unit
value uf manufactured goods exported by the leading developed market cconomies.

Q/ Quantum of exports multiplied Ly the changes in the terms of %rade,

k/ Gold (valued at SDR 3% per finé ounce), SDR, convertible foreign exchange and
reserve positions in the International Monetary Fund, measured in United States lollars.
1/ current value of international reserves deflated by alverage unit value
of developing country imports.

g/ Disturbed portion of the external public and publicly guaranteed debt
of 79 developing countries.

g/ Current value of external public debt deflated by average unit value of
developing country exports.
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Table 40. Developing countries: production of beverage crops, 197k-1976
(Thousands of tons)

Coffee Cocoa beang Tea

Gountry _ _A97h 1975 1976 197k 1975 1975 197 1975 1978
Western hemisphere... 3,197 2,946 2,084 hgg kLo k39 20 24 30
Argentina......... . 20 24 30
Bolivig.w.ivenevrnns 5 5 &
Brazil.ceeivonsnn. . 1,650 1,kbo 570 267 257 2ky
ColombiB.sveane,s, . 510 5%9 510 25 27 26
Costa Rica......... 8l 78 82 7 7 b
Dominican Republic. 53 61 hé 33 31 37
BeUSAOT e v v vrnsnes 76 70 72 T2 75 6l
El Salvador........ 195 121 180
GuatemalB.....ovve. 152 129 125
Haiti....... cereens Bk 33 3k 3 3 3
HondurBs. v eovvrnna, sl 51 57
Mexico..ivevineinn. 237 252 240 %5 37 38
Nicaragua.... ..... Lk Ly 55
Peru..vveeirvenineans sl sl 57
Venezuela,......... 46 6k 50 17 19 18
F: kg o T O 1,067 1,058 1,108 975 g'7e 839 120 126 154
Angola....... R 186 72 72
Burundi............ 27 17 el
Ethiople........... Bo 83 83
Ghana...ovivivernns 3 L L AT5 397 320
Gulbmegd.....ovvvvuus 6 5 5
Ivory Coast........ 270 305 312 2he 231 2ko
Kenya......o.o.... 70 66 8o 53 57 62
Liveria........c... L h 5 3 3 3
Madagescar....,.... 75 72 78
Malawi..... PPN ok 26 27
Nigeria............ 2 b 5 213 217 160
Rwanda...coeeeneras, 15 18 18
Sierrs ILeone....... 8 5 8 5 5 6
Southern Rhodesia.. 5 5 5
TOEO . vuenennenns - 12 9 11 1h 17 15
Ugeanda......vvvunne 186 18¢ 168 17 18 19
United Republic of
Cameroon.....ovu.. 100 8o 95 118 96 90
United Republic of
Tanzanis......... L5 51 sl 13 1k 15
75 B T 69 83 86 5 5 5 B 6 6
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Table 40 (continued)

Country Coffee Cocoa heans Tea
_ 19T 1975 1976 1974 1975 1976 197k 1975 1976
Asis and Oceanis..... 339 30 346 6 6 6 8351 8i8 850
Bangladesh.. ..o, 28 32 29
BUIMB e ssveaaavenss . 9 9 9
TNALB. v ausasnresns g2 98 89 kgo L8t 502
IndonesiBe.ecsranss 180 175 185 T1 80 8i
Iran..... crreesers . 20 2% 22
MalayBit..ceeiauasss T T 7 3 3 k
Papua-New Guinea... 33 33 34 3 L 6
Philippines........ 53 62 65 b L b
Bri Lanka..scovsses 2 2 2 204 21k 200
Totalesaea. veeo 4,596 4,346 3,535 1,440 1,k27 1,284 71 998 1,01k -

Source: Centre for Development Plamning, Pro)ections and Policies of the

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

Monthly Bulletin of Agricultural Economics and Statistics (Rome); United States Department

of Agriculture, Indices of Agricult

urel Production (Washington, D.C.).
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Table 41. Developing countries: growth in industrial production, 1971-1977

Percentage change from corresponding period of

Period _ preceding year
Industry Mining ~ Msnufacturing
Total Light Heavy

1 O 7.0 5.0 7.0 6.0 9.0
1972, .00t 8.4 k.8 9.3 7.5 10.1
e i TN 10.% 11.8 10.3 7.9 12.5
B 5.5 1.6 6.2 3.3 3.6
1975 e nvneens. Ceeeens 0.7 -8.8 2.9 3.9 1.4
1976 s, 8.8 9.4 7.8 6.8  10.0

Average, 1971-1976.... 6.8 4,0 7.3 5.9 8.8
19762/

Firet quarter......... 7.8 6.2 7.6 8.1 7.1

Second quarter....... . 8.1 9.9 7.9 6.9 8.6

Third quarter......... 8.7 5.9 9,1 6.0 11.8

Fourth guarter........ 9.9 1k.9 8.1 6.4 10.9
19772/

First quarter......... 5.0 5.8 k.9 1.5 7.9

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

a/ Preliminary.
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(Source and foot~notes to table 42)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics and International Rubber Study Group, Rubber Statistical Bulletin

(London).

8/ Preliminary, based in some cases on the movement of exports.
b/ Sum of production in countries for which data are available for the three
vears indicated.
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Table 43. Developing countries: crude steel production, 197%-1976

Output 1 1976 Percentage change gram previous year

Country (in11lions of tons) — 1G7W 1575 1576
Argenting...ccceenees 2.41 8.9 -6.4 9.8
Brazilecesesscsnccsons 9.10 1.2 1.8 9.5
Chile.iceiearnaancanans 0.46 19.0 -24.0 -
COLOMbLB s s rsneonnansns 0.25 -9.1 10.0 k.5
IndiB.ecvenraasnvances 9.1k -2.4 17.5 16.0
MeX1CO.eeneansonaroans 5.12 8.5 2.9 -1.h
Republic of Korea..... 2.70 67.7 k.3 33.9
Venezuela . .svirornanss 0.89 -2.3% 2.3 -16.9
Total, 8bOVE..vassse 30.07 5.6 8.8 9.8

Source: Centre for Development Planning, Projections and Policies of the
United Netions Secretariat, based on United Nations, Monthly Bulletin of Stetisties.
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Table 44. Developing countries: manufacturing production, 1974-1975

o ——

Percentage change from

. af « %275 100) - preceding year
_Coumtry= | 9 197k 1575 1976
Republic of Koreg..oveenes. 385 29.3 19.3 35.6
Jordan (I).eeevreonnnninens 229 i3 T.3 28.3%
Nigeria..ov v iovrvvanians 2il -3.3 23,6 15.5
MalayBla .o eesessceenansns 198 15.3% - 19.3%
SingapOre. . vsescnsrsonsans 185 b2 -2.3 10.1
PeIUsevscnsnnonnsnorrsronnas 18k 7.5 b7 b2
Brazll.o..ceeerererenssnnnae 181 7.1 5.8 10.5
MBlAWL. eureivanoennonnanns 178 5.8 15.4 -1.1

Syrian Arab Republic (I)... 1730/ 17.3 16.1 cee
Dominican Republic......... 172 9.1 6.1 6.9
ECUBAOT e s v v cvvrneronasvnnas 16h4 12.1 4.0 12.0
VenezZUeLB. v ernrnsranvsnsns 160 9.9 11.3 12.0
Colombla. . vvrensecsnsonanns 158 6.6 3.6 7.5
Kenya (I)evevirennneanaanns 157 6.6 4.0 8.0
Coata RICR eevesnsrssnsnnsne 156 10.0 h,o 6.0
Heitl....ooivvenuere cesrenn 155 9.8 k.8 5.7
Senegal.eseeivenennsees fesne 154 5.7 21.h 13.2
Barbadog (I}.....vevinnnnns 154 -5.1 7.7 16.3
Bolivia. . covinnrorssonnunns 151 9.7 11.3 9.1
Paraguay....... ceersrreaees 148 8.9 ~2.0 4.1
Honduras..oeenvs.. Ceeeenaee 147 1.9 7.9 8.6
I8rael.eevivennrrnennnacens 146 k.6 2.2 5.0
MOTOCEO. v s eanasnnrnsennnas 143 2.k 6.3% 5.9
TunisiB.e .o ionrvcennan ceeve 2 7.2 - 6.0
Nicaragif..veecscnsoss veees 1h1 12.5 2.0 7.0
Philippines..... crarerraras k1 3.3 -%.2 b7
GuAatemala..iereecertrranans 1357 b7 -1.5 9.0
MeXicO. . vererronnnemscnnnns 137 6.0 b,y 1.5
El 88lvador..cean.n. crsnsse 157 5.0 k.1 5.7
Southern Rhodesi@...e..s... 129 6.9 -1.3 -6.5
B+ T B - 128 0.9 2.7 10.3
Argentina...... trererenneas 121 6.1 -2.8 -h.8
Pakistan....... chereraas . 118 12.4 c.8 -1.3
Zambia....... teaseseeranues 116 6.7 -3.9 -5.3
UrugUaY e o veererocoosssnanss 113 2.7 6.7 5.1
PANAMA . tovrerrvonarsononas 111 bk ~0.9 -1.7
128 5 L 82 -1.3 -28.5 6.5

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

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics; "Economic Survey of Latin America, 1976" (E/CEPAL/1026/Rev.l);
Tnternational Monetery Fund, International Financial Statisties {(Washington, D.C.),

a/ Countries are listed in descending order of 1970-1976 incresse in
industrial production. For the countries marked (I) the 19Th-1976 changes refer
to industriel production (i.e., mining plus manufacturing).

b/ 1975.
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Table k5. Developing countries: chenges in exports and imports, 1970-1976

" Value Percentage change irom preceding year

e/
Region (billions of dollars Average B
19761976 1975 1976Y 1971-1976% ot 1975 1'9:’5:/
Developing countries
EXports, £.0uDrvevees sh.2 215.3 202.8 246.0 28,7 lee.2 -5.8 21.3
Imports, [ I IS . 56-6 162.3 192-2 210.2 2“'-5 6“:2 18-1" 9:&-
Petroleum-exporting
countries
Exports, £.0.b...... . 19.5 129.2 120.1 143.9 39.6 195.6 -7.0 19.8
Imports, c.il.f..s..u. 12.4 -1 63.9 T9.1 36.1 H.8  b9.T 23,7
QOther
E}!ports, flOlblll..!l jh.'r 86-1 82-8 lwa 19-7 37-2 "‘5-9 23-1'*
Imports, c.i.feevee.. Lhk.1 119.6 128.3% 131.2 19.9 60.7 7.2 2.3
Western hemisphere
Exports, f.0.b.......  15.9  45.2 2,0 47,1 19.9 6k.9 -7.0 12.0
Imports, c.{.feeecaes 17.6 52.1 55.7 56.7 21.5 80.8 6.9 1.8
Petroleum-exporting
countries
Exports, £.0.buiees. 4.1 18.7 16.4 17.0 26.7 1324 -12.3 3.7
Imports, c.i.f..... by 12.3 13.9 16,0 25.5 93.5 12.9 15.0
Cther
Exports, £.0.b..... 11.7 26.5 25.7 30.1 16.9 3.9 -%.8 17.3
Imports, c.lefi.icw, 13.5 39.8 41.8 ko.7 20.1 77.2 5.0 -2.6
Africs
Exports, £.0.b.usunss 13.2 38.3 4 ho.T 20.1 BL.1 -10.3 18.p
Imports, c.i.fe.vu... 11.1 26.4 38.1 Lok 2h.0 56.7 3k, 6.0
Petroleum—-exporting
countries
Exports, £.0.b.v.es 5.2 21.7 19.6 25.0 30.1 i36.9 -9.2 27.8
Imports, c.i.fv.... 3.0 9.9 15.9 19.0 36.4 65.5 0.3 19.1
Other
Exports, f.o.b..... 3.0 16.6 4.8 15.6 1z2.2 39,0 ~10.8 5.5
Imports, c.i.f..... 8.1 18.5 22,2 21.h 17.5 52.4 20,1  -3.5
Hest Apinm
Exports, £f.0.bevee... 10.1 8%.2 80.1 97.0 ks.6 209.5 -k.g 21.2
Importe, c.i.fe.vv... 7.7 25.8 Lo.3 bg.7 36.7 63.9 56.0 2%.%
Petroleum-exporting
countries
Exports, £.0.bvsaus 8.9 80.3 76, 92.2 k7, 288,k . 21,2
Inports, e.i.f..... h.3 16.4 29.1 38.3% k3.8 8.7 T77.0 31.6
Other
Exports, f.0.b..... 1.2 5.8 b.o 4.8 25.8 53%.8 L,5 20,3
Imports, c.i.f.e... 3.3 g.h 11.2 11.4 25.8 kg, 6 19.2 1.7
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Table 45 {continued)

Value Parcentage change from preceding year
RegionE/ (billiong of dollars) v/ Avarage62/ 62/
i970 1974 1975 1976~/ 1971-197 197k 1975 197
South and East Asls
EXDOTTE; FeO.Desanaas 15.1 7.6 L6,k 61.1 26.2 4k7.1  -2.6 31.6
Imports, c.l.f.u..vus 20.2 56.0 58.1 63.5 21.1 54,9 3.8 9.8
Petroleum-exporting
countries
Exports, £.0.b..... 1.2 8.4 8.1 9.6 ho.k W75 -3.6  17.9
Imports, c¢.i.f..... 1.1 k.0 5.0 6.0 32.9 Lo.8 25.1 18.
Other
Exports, f.0.b..... 13.9 39.1 38.2 51k 2h 4 35.% -2.4 3.6
Imports, c.i.f..... 19.1 52.0 53.1 57.5 20,1 56.1 2.1 8.4

Source: Centre for Development Planning, Projections and Policies of the United Hations
Secretariat, based on International Monetary Fund, International Tinancial Statisties
{Washington, D.C.).

8/ Petroleum~exporting countries are grouped as follows:

Western hemisphere: Bahamas, Fcuador, Netherlands Antilles, Trinidad and Tobago and
Venezuela. :

Africa: Algeria, Gabon, Libyen Arab Jamehiriya and Nigeria.

West Asis: Bahrain, Democratic Yemen, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabis asnd
United Arab Emirates.

South and Emst Asia: Brunel and Indonesisa.

b/ Preliminary.
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Table 48. Developed market econcmies:gj imports from developing countries—
by major category, 19T73-1976

c.1.f, value of imports

from developing Percentage change from Percentage

Category preceding year of total
e aoriars) DT 5 OB inisys
Food-gtuffs (SITC O and 1}.... 17.2 20 b 17 12.8
Raw materials (SITC 2 and L).. ib.b 35 -19 1k 9.6
Non-ferrous metals (SITC 68).. 3.8 5C ~37 27 2.2
Mineral fuels (SITC 3)...vvu.. 33.9 189 -3 19 59.8
Chemicals (SITC S)evverrervres 1.0 65 -11 10 0.8
Manufactures {SITC 6 and 8)... 15.9 31 ~16 ko 13.1
Machinery and transport
equipment (SITC 7)envivvarss 3.2 Ly -h 37 3,3
Textiles (SITC 65}...ecvvenn.- 2.6 20 ~26 39 1.8
Clothing (SITC 84)............ 3.5 30 10 bs 3.7
Metal products {SITC 691-695,
695 and Bl2) . oiiiiiiiianens 0.2 72 -19 56 0.2
Totsl trade {(SITC 0-9).... 86.2 92 -5 21 100.0

i o r——— e et SV VU P S

Source: Centre for Development Flanning, Projections and Policies of the United Nations
Secretariat, bssed on data supplied by the Statistical Office of the United Nations.

a/ In this table, Israel has been included with the developed market economies and Cyprus
and Turkey with the developing countries.
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Table 49. Developed market economies: imports of machinery and
transport equipment gj from developing countries,

1973-1976
All South and
Western Wes
Region and item éevelopingf hemisphere Africa Asiaw/ South-East
countries Asia

——

Daveloped market economiess/

Tmports in 1973
(millions of dollars)...... 3,23%5 913 95 73 2,153

Percentage increase from
preceding year

lg?hc-ou-u lllll LICRCIE I N U ] hh 56 -11 l? he
1975 ceananns fedesrravans -l 2 118 Lo -11
1976 e ssesnananasasssenn A7 16 -l 30 50

North America

Tmports in 1973
{miilions of dollars)...... 2,257 109 2 - 1,526

Percentage lncrease from
preceding year

19T e ernanvnsssannnes ene b2 66 136 - 31
1975 e csenncanncaannonnne -13 -l -11 -73 =17
1976 ecurnncrarsasansans Lo 21 23 a8 53

Western and southern Europe

Imports in 1975
(millions of dollars}...... The 169 79 7 k20

Percentage increase from
preceding year

lg?h-c-----uo-o ------- e 26 - “"7 .12 14'5
1975 e vaarucnnanars  sans 39 by b1 L6 25
1976o-c-t-»ouuc-ou--cco-- 19 2 “'51 28 35
Japan
Imports in 1973
(millions of dollars)...... 220 30 1k o 176

Percentage increase from
preceding year

19TH . e ivnvaaranens creane T2 118 -61 cee Th
1O TSt crennnnosanassrnnns L 19 -3 -93 -
1976 eeriannaes Ceierens vee 57 -21 657 99 67

Source: Centre for Development Planning, Projections and Policles of the United Natlone
Secretariat, based on data supplied by the Statistical Office of the United Nations.

a/ SIIC 7.
b/ Including Turkey, excluding Israel.

¢/ 1Including Israel.
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Table 50. Developed market economies:

and consumer goods a/ from developing countries, 1973-1976

imports of manufactured producer

All South and
Western Wes
Region and item developi tE/ South ¥ast
countriezﬁ/ hemisphere Africa Asla Asia
e/
Developed market economies
Importe in 1975
(mililions of dollars)...... 15,890 2,948 2,508 626 9,661
Percentage increase from
preceding year
.1971"-1-.!.-..-u-o-l.-oo-- 3-1. sh 33 22 2)'5
1975.---.--.--...------.. '16 "28 "'39 '11" "'6
1976-0‘-l--olll-o---l---c ‘4'2 27 27 25 5-1
North Americs
Importe in 1973
(millions of dollars)...... 5,840 1,460 209 5% b, 002
Percentage increase from
preceding year
197&---a.u-;u---u-.-----o 3b‘ 71 ll 3 25
.1.975.--c--nq---------uo-- ‘11 "33 "10 ‘15 "
B P 52 30 a7 20 59
Western and southern Burope
Imports in 1973
(millions of dollars)....... 7,016 1,178 1,919 512 3,299
Percenteage increase from
preceding year
L 33 Lo ko 20 29
‘1975--ncc-u-w--c-oo-or.g- ’“6 "11" "59 ""7 15
1976 caernnreniarennnnns 30 23 17 2k Lo
Japan
Imports in 1973
(millions of dollars)...... 2,561 298 368 kg 1,842
Percentage increase from
preceding year
N N i1 19 12 89 8
1975-l|cn|-o| LI T R "55 "50 "53 -Sl "‘28
1976 et rtennesereerannes 43 27 21 51 Lo

Source and notes: See table 48,

a/ SITC 6 and 8,
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Table 5l.

Developed market economies: imports of non-ferrous metalsg/ from

developing countries, 19731976

All South and
Western West
Region and ltem developin b South-East
countriesﬁ/ hemisphere  Africa Asiau/ Asia
Developed market economieaE/
Imports in 1973
(millions of dollars)...... 3,798 1,211 1,965 95 526
Percentage increase from
preceding year
e 50 66 35 65 66
19‘75!-..'.!'.!"‘...!!..ll ‘37 "'h'l "h6 "5h -5
1976- . Ad B EI O EE I E R ELR B 27 19 }0 ‘21 i"l
North America
Imports in 1973
(millions of dollars)...... 678 ko7 8l - 187
Percentage increase from
preceding year
ST £ R e 67 92 16 89k 36
1975--nllonoou-ou‘cqanoo- ““36 ““57 “9 “65 16
1976 ceurannsanssancsanns L8 30 23 3,054 12
Western and southern Rurope
Imports in 1973
(millions & dollars)....... 2,365 635 1,525 L9 154
Percentage lncraase from
preceding year
197 e i iienas renerecuens 52 55 ko 63 134
1975 ------- LN N NI IR ] ‘5“ "25 "'h6 "“25 5
1976-n.n-o-ng--o--o-o--&o 1“‘ .10 .12 -80 60
Japan
Imports in 1973
(millions of dollars)...... 755 169 355 k6 185
Percentage increase from
preceding year
19T vecracannnssnans vees 29 46 11 66 38
1975--uqnn--n-c-.--c-..-n “h‘g "52 -sh -ll'5 "59
1976 ucue. sasesassasrases Lo 27 2k 52 66

Source and notes: See table 48,

a/ SITC 68.
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Table 52. Developed market economies: imports of metal pro&uctag/ from developing

countries, 1973-1976

All South and
Western Wes
Region and item developin ty/ South~East
countriesg/ hemigphere  Africa Asia Asia
Developed market economieaE/
Imports in 1973
(millions of dollars)..... 196 ué 2 2 146
Percentage increase from
preceding year
19Th...... Crsreseasanes . T2 62 19 90 76
1975.....-----.--------- '19 "23 lO ""1"5 "'.1,8
1976 i vianinnnnnas cevane 56 b6 -6 91 59
North America
Imports in 1973
(millions of dollars)..... 116 k1 - - 75
Percentage incresse from
preceding yeer
L 78 63 56 124 85
1975 --------- . . L] » "'18 "23 '60 -56 "15
19760000 vse. seeesanns 52 ‘e 87 66 54
Western and southern Europe
Imports in 1973
(millions of dollars)..... 51 5 1 2 b3
Percentage increase from
preceding year
19T, v unun. Pasrseatrerns 35 Lo 17 82 32
1975 -------- LI I BN LA }.3 "1.2 l2 -!42 20
1976 -------- LN N EE ] * . L] ha 1"6 "8 97 h'8
Japan
Imports in 1973
{millions of dollars)..... 22 - - - 22
Percentage increase from
preceding year
1971"' ---------- LR B A . 108 193 - = 107
RS I i S srrrss -43 -58 - - -53
19T6 ------ LG B B ] LI L] 6 ls"" "‘51 6

Source and notes: See table 48,

a/ BITC 691-5, 698 and 812.
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Table 53. Developed market economiea: imports of textileaE/ from

developing count

ries, 1973-19T6

ATl Western Wes o/ South and
Region and item developin Scuth~East
countrieagf hemisphere  Africs Asia Asia
Developed market economieaE/
Imports in 1973
(millions of dollars)....... 2,628 323 117 393 1,796
Percentage increase from
preceding year
b e £ P 20 59 iy 1 16
1975-ocntc-ouuuo--‘alaocol "'26 ""21" ‘22 '"'6 "'50
19760eacras Ceaerssearesenn 39 12 ko bl k6
Rorth America
Importe in 1973
(millions of dollars)....... 660 W2 15 23 480
Paercentage increase from
preceding year
e T P 33 67 96 1 23
1975--.;:-----0-.--.. lllll "3‘3’ "‘56 -58 ‘13 ‘53
1976 et raanansnrnesannnans by 17 32 33 58
Western and pouthern Europe
Imports in 1975
(millions of dollars}....... 1,189 2 100 367 581
Percentage increase from
preceding year
19Theeeieinecesinnonsannas 30 67 34 1 38
1975it.--q--¢-n----uaaou-. "6 "2 "11 "5 "'6
1S (Y 31 b b1 b3 %3
Japan
Imports in 1973.
(millione of dollars)....... 559 3l 2 1 523
Percentage increase from
preceding year
A9TH e e irrsrannsancasans v ~32 162 -7 -26
19750nc-nnouo-uuvrn.noo---' "“22 "65 "92 "'76 "'19
19761.0-o-|-llcc.-ao.o--.n 52 100 "71 5?6 50

Source and notes: See table 48,

a/ SIIC 65.
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Table 54, Developed market eccnomies: imports of clothing—/ from
developing countries, 1973—1976

Source and notes: See table 48,

a/ sITC 84,

TTTRMY Bouth and
Western Wes
d -
Reglon and item _ c:::%:g::ﬁ hemisphere Africa Asitp/ S??zzifast
Developed market economieGS/
Imports in 1973
(millions of dollars)...... 3,474 2kl 35 52 5, 14k
Percentage increase from
preceding year
197&‘...---.00-----lonoo-- 30 55 107 80 26
1975.--.--»-.-:.-c-n-oo.o 10 7 76 "10 .10
19760t e vernnnnsonrannes ks 28 53 31 by
North America
Imports in 1973
(milllone of dollars)...... 1,611 202 2 10 1,399
Percentage incresse from
preceding yesr
19?1".-.----.------c--'o-a 18 sh 8 "h‘s 13
lg?sﬂla.bclllll.ilﬂ-lllll 18 3 5 '30 21
1976--'----nooo-o--oc-n.q hg 26 70 83 52
Western and southern Europe
Imports in 1973
(millione of dollars)...... 1,376 ko 33 b1 1,262
Percentage increase from
preceding year
e £ 35 58 113 114 %0
1975 ------ P ea e LY . 29 27 79 '8 29
19760 e eeiinnecrrncnnnnnes 37 35 53 28 37
Japan
Imports in 1973
(millions of dollars)...... k16 1 - - L1y
Percentage increase from
preceding year
1971".-.c-----oocuno---ao- 37 76 160 "3-1 57
1975--uo-oo---ncooo---l-n ""39 '66 "Bh 37 "39
1976--c-naoo-----n-n-oc-- 68 55 -55 hs 68



Table 55. Developed market economies: imports of chemicalsE/ from
developing countries, 1973-1976

A1l ' ' " “Houth and
Western West
Region and item developin b/ South~East
cOuntriesg/ hemisphere Africa Asisa Asia

Developed market eggﬁomiggg/
Imports in 1973
(millions of dollars)...... 972 619 135 31 185

Percentage lncrease from
preceding year

1975, eeninnss teessneasaan 65 57 51 52 1035
19?5 ..... TR RN I ‘11 “h ‘15 28 '31
1976, enns teresasinssnns 10 1 18 -27 Ly

North America

Imports in 1373
(milltons of dollars)...... 276 218 12 7 39

Percentasge increase from
preceding year

19T e i s iernrarennnnnanane 15 70 90 ~1h 117
1975 eneioacaannanens veea -9 -3 -53 281 -l
19?6--»-ooco----o-o--.o-o 5 3 h ‘h? 51

Western and southern Europe

Imports in 1973
(millions of dollarsé)...... 547 356 120 2k L7

Parcentage increase from
preceding year

19Tl v e evrnarnsssasnsans cen sl 46 L& 68 119
1975 ----- LI R RE BRI L B B B -5 1 —9 —h -21
1976-.'00 ----- R E RN NN NN 3 -5 19 "13 .l!"
Japan
Imports in 1973
{millions of A0118rE)...... 129 39 2 - 88

Percentage increase from
preceding year

197TH . cv s ieieanaanaas R 82 90 69 116 78
1975 scearsnanons ceenenen -23 -37 -27 -8k -16
1976 eeessnnasransannens L5 27 16 179 51

Source and notes: See table 48,

a/ SITC 5.
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Table 56. Develppe& market economies:

devel@ping countries, 1973-1976

T AR By -t il s o

ot

Region and item

Developed market economiegg/

Imports in 1973
(millions of dollars).....

Percentage increase from
preceding year

lg?h"lllaﬂilllth ------ .
1975n-¢-c-nba---¢---uq-c
1976510 ------- LIE I A L)

North America

Imports in 1973
(millione of dollars).....

Percentage increase from
preceding year

1R 2
1975!'.0!. ----- LI B B Y
L ..

Western and southern Europe
Imports in 1973

(millions of dollars)......

Percentage increase from
preceding year

e T .

1975-u---o ------- 4480wy

1976---0----0.0 ----- LIE S
Jaggn

Imports in 1973
(millions of dollare).....

Percentage increase from
preceding year

lg?h.i.--ltlh-.cl -------
1975"""' ------ LI I A
1976¢- SE vt sr e LN

AL
Western

nggigfizﬁ/ hemisphere Afrifém
33,867 k,317 7,396
189 170 176
3 -12 -11
19 ) 3o
6,516 3,667 1,285
Eho 185 276
? -15 32
32 66 63
20,275 621 5,86k
163 91 150
-1 19 -2k
16 15 18
6,705 28 237
214 126 27h
o1 -17 -25
13 -2k -48

1mporté of mineral fuelsE/ from

South ang
K:i:ﬁ/ South-Pagt
Asiﬁ .
19,935 2,206
196 197
2 -3
18 23
1,250 31k
341 352
26 u8
il 35
13,767 21
171 35
-1 67
15 b
L, 504 1,845
229 171
6 -15
1k 18

Source snd notes: See table 48,

a/ BITC 3.
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Table 57. Developed market economies: imports of raw materlalsgj from

developing countries, 1973-1976

All ~South and
Wegtern Héstb
Reglon and item developl b/ South-Bast
countriegﬁl hemisphere Afriga Asia sl
Developed market economlesE/
Imports in 1973
{millions of dollars)...... 14, hl2 4,072 3,731 637 5,425
Percentage increase from
preceding year
197H e eeenrnasoraasasnnns 35 36 by 16 27
1975.--o-.-o---nuono--n-o ".1.9 ‘k “'20 “13 ""27
1976n--.-c---a-os---nonl- lh' 3 3 h} Bh
North America
Importe in 1973
(millions of dollars)...... 1,820 889 164 54 708
Percentage increase from
preceding year
lg?h‘.-l---ucnlo--loo.--o. hs 56 Sh‘ 7 63
.1975:-0---ocan-u---.n.-oo ‘5 h‘ "10 17 “'15
1976-------.oo.ucn---o-u- h "'7 lh‘ l? 13
Wegtern snd southern Burope
Imwports in 1973
(millions of dollars)...... 7,827 2,208 3,168 530 1,741
Percentage increase from
preceding year
19TH e evtsnnosnnssersoenss %8 L2 49 15 21
1975--ovonu--a--noo-oouc- "1h "'7 ‘17 "'l? "’1-7
1976uAu--ncoolcl-clcoc-l. 11 2 - 50 hO
Japan
Imports in 1973
(millions of dollars)...... k,557 951 378 50 2,869
Percentage incraase from
preceding year
.1,97&-.o;no-.c-oo.-nc-..t- 26 ah' 50 25 22
19?51-----o.---n--.c-oo-- -30 "'5 "hs 5 "35
19?60101l.llllll't.lll"! 29 lh‘ 20 50 39

Source and notes:

a/ SITC 2 and k4.

See table 4B,
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Table 58. Developed market economies: importe of food-atuffsg/ from

developing countries, 1973-1976

All South end
Western West
Region and item developin b/ South-East
countriegﬁ[“_ﬁefiSphere Africa Asls Asia
Developed market economiesg/
Imports in 1973
(millions of dollars)....... 17,186 9,536 3,721 768 3,016
Percentage increase from
preceding year
197)'"---0-n--qap'co--o---o- 20 19 16 "'5 57
1»975"0.!...lllll‘llt'l!lI l‘ l 1 "'6 ,1"5
3.976.¢.....u--......-..«.. 17 13 27 22 16
North America
Importe in 1973
(millions of dollars)....... 5,195 5,474 758 150 Th9
Percentage increassge from
preceding year
= 32 32 17 5 55
1975----uu||----|otton-utn "8 "7 "‘11 ll "'12
.1976-no--------u-n--.--o-- 21 20 Bh 28 lk
Western and gouthern Europe
Imports in 1973
(millions of dollaras)....... 9,864 5,379 2,761 561 980
Percentage increase from
preceding year
lg?h‘..c--louonu.-nu-o-c--- .}.0 6 13 "'8 19
1975-.-------o--ua-o-co-tt 9 8 7 '8 16
1976 cvennnniancrsarevnns 21 17 26 16 33
Japan
Imports in 1973
(millions of dollara)....... 1,888 588 169 L5 1,078
Percentage increase from
preceding year
197hlll0.itiltunitlol.lnlﬁ hs 63 35 '7 39
1975..--...---.-...-..-.-. "T 2 “"5 ’"26 1"3
19?6ooout-u-o-.o-----nt»to ""-1 "‘26 1? 52 8

Source and notes: See table 48,

a/ SITC O and 1.
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Table 60. Developing countries: changes in retail food
prices, a/ 1974-19T6

Percentage of countries in

Change from preceding year To7h 1975 ~ 1976
REGuctiononq-o-o-oo----uo--.-n - u 17

Increase of (percentage)

mas tmn 5...'ll‘.l.'l'.." 1 9 15
5 - gaguoa--o.oo--o--oqnncn 10 16 26
10 - lh.g---no..-.-.looluntl ll 15 16
15 - 19-9-0-;-.--..,---0».-0 30 23 T
20 - 29u9u-|ocn-tolulocnnuoa 21 16 8
30 - 3909.-.---....-0.-.0000 lh 10 h
ho and over.l..'...l....ll.. lh 8 9
Accelerationg/................ ™ 3L 30
Continuation of preceding rate 1 10 -
Decelerations/................ 19 56 70

- —

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

a/ Based on movement in the food component of the consumer prices
index between successive Decembers or last quarters, except in & few
cagses in which the comparison is between annual averages.

b/ Including changes from decline to increase.

gj Including changes from increase to decline, as well as
continued decline.
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(Source end foot-notes to table 62)

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

a/ Ratio of the difference between exports of goods and services and unilateral
transfers and imports of goods and services to half the sum of exports and imports
and transfers expressed as a percentage. Within each cell countries are listed in
descending order of reduction or sscending order of increase in the change in this
ratio between 1975 and 1976. For the countries in brackets the ratios refer to

merchandise trade.
b/ In the absence of 1970-1972 data, the base year is 1973.
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Table 64. Developing countries: distribution according to international reserve
ratios, a/ 1970 and 1976

Percentage ratio of Percentage ratio of internationai reserves end-1976 to merchandise
international reserves _ imports 1976
end-1970 to mezﬁyandiae Less than B.35-16.67 16.68-25.0 55, 01-33.55  59.54-41.07
imports in 197 8.33
Less than B.33%........ Sudan Haiti
Baheamas Costa Rlca
Netherlands
Antllles
Liberis
Maii
8.3 - 16,67 iieranenn Senegal Barbados Pakistan Honduras
Guyana Ghana Indonesia
Syrian Arab
Republic
Dominican
Republic
Sri Lanka
16.68 = 25.00canenauns EEypt United Republic Nicarague Philippines
Gabon of Tanzania
Moroceco
Israel
Tunieia
25.01 - 33.33ecccanns Ivory Coast Malawl Qatar Mexico Republiic of
Jamalca Bahrain Kores

El Salvador  Algeris

35,34 - B1.6T.ieeeanen United Zaire Western Samoa Singapore
Republic of Sierra Leone
Cameroon
B1.68 - 500000 veavaas Kenya Bangladesh
Gambla
Chile
50.01 - 58.3%.....000.. Peru Toge
58,34 - 66.6T.0uvvrans Mauritius

66.68 ~ T5.00:000ssen-
T5.01 and above «.ova. Zambia

TOtALeeossesornsnnss 10 1k 8 10 5
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Table 64 (continued)

Percentage ratioc of Percentage ratio of internationml reserges end-1976 to merchandise
international reserves imports 197 -
end-1970 to merg andizse 41 .68-50,00 50.01-58.33 58,34-86.67 66.6B-75.00 75.01 &nd
imports in 197 over
less than 8.33......... Mauritania Trinidad and Central Afri-
Tobago can Empire
B.3k « 16,67 00virnnnn. United Arab Iran
' Emirates
16.68 = 25,00 csreenss. Nicaragua Colombia
Paraguay
25.01 - 35,38, . iieinnan Fi3i Ecuador Rwenda
Guetemala
Kuwalt
3%.34 - 41.67..... thvee Brazil Argentina Ethiopia
h1.68 - 50.00.0vuuenne. Maleysia
Indis
50,01 - 58.3%.c0vnvnuns Venezuela
8.34 - 66,6700 uinn.. Burma
73 ! Lebanon
B6.68 « 75.00.0.cunene. Thailand Burundi
T5.01 and above.,...... Oman Jordan Iibyan Arab  Nepsl
Uruguay Jamahiriya Irag
Yemen

Saudi Arabia

o) 1 T R L 8 4 6 9

Source: Centre for Development Planning, Projections mnd Policies of the United Nations

Secretariat, based on International Monetary Fund, Internstional Financial Statistics
(Washington, D.C.).

a/ International reserves consist of gold (valued at SDR 35 per fine ounce), SDR,
convertible foreign exchange and reserve positions in the Internationsil Monetary Fund.

Countries in each group are listed in ascending order of the difference in internstional reserve
ratios between 1970 and 1976.

b/ 1972 for Bangladesh, 1973 for Yemen and 197k for Liberis.
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