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tinct deceleration in the rate of expansion of the old 
leading industrial complexes, while the impact on 
the economy of the emerging new industries - embo
dying new technologies and moving ahead at high 
rates - was not yet measurable. 

Another feature that emerges from the historical 
analysis is that the phases of upswing and 
downswing are usually characterized by shifting bal
ances between manufacturing on the one hand, and 
foodstuffs and raw material supplies and prices on 
the other. Thus, periods of rapid expansion of 
income tend to be associated with an adequate 
supply of foodstuffs and raw materials, the terms of 
trade tend to be more favourable to manufacturing, 
and real urban income increases in relative terms. 
Conversely, during periods of slow growth, prices of 
foodstuffs and raw materials tend to climb, income 
distribution swings against urban labour while 
profits in both industry and agriculture tend to rise. 

To be sure, the timing of the interaction of these 
forces varied from case to case. Conditions parti
cular to each period affected regularity in the inter
play of forces. In certain instances, commodity 
prices started rising well before industrial produc
tion showed signs of deceleration. Thus, the relative 
shortage of foodstuffs and raw materials was ref
lected in significant price rises in the 1850s, 1890s 
and 1930s. Another uncertainty relates to the pos
sible duration of the price upswing. In this regard, 
history cannot provide a useful insight because all 
periods of price upswings and slow growth were 
interrupted by wars. 

The interaction between manufacturing and the 
primary sectors was hot limited to changes in rela
tive prices and the direction of investment, but also 
extended to the labour market. Periods of abund
ance of commodities and vigorous industrial expan
sion witnessed migratory waves to urban centres 
which eased the pressure on real wages. But the con
verse was not observed: during periods when com
modities were scarce and industrial expansion slack
ened, labour did not move back to the countryside. 
In the event, the scarcities were relieved by bringing 
new agricultural land into the system and by 
improving the yield of agricultural land in the metro
politan areas. 

The management of the economy was naturally 
easier during the periods of upswing. The funda
mental choices regarding technology and investment 
had been made earlier or could be made with the 
minimum of risk, and the requirements of manage
ment were to help to keep the economy on its growth 
trajectory. During periods of slow expansion and 
adjustment, management proved to be much more 
difficult. The structural shifts from old to new 
leading industrial complexes and the associated 
changes in the distribution of investment among the 
various sectors required a decisive shift from 
demand management to policies dealing with the 
promotion of structural adjustment and change. In 
general, governments were slow to discern the 
changing conditions and showed remarkable resist
ance to taking supply-oriented measures. And, as 
was noted earlier, protracted periods of disequilibria 
led to war. 

B. The post-war prosperity 

The crisis of the 1970s has led to a re-examination 
of the factors that contributed to the remarkable 
growth and unprecedented prosperity prevailing 
during the period 1945-1971. Rather than seeing the 
post-war prosperity as the warranted outcome of the 
working of the international system, there is now a 
tendency to view this period as the upswing phase in 
the secular trend. Indeed, it exhibits certain features 
that also characterized earlier long-term periods of 
upswing. For example, the post-war period was 
noted for its technological thrust and the diffusion of 
new technologies on a world-wide scale; favourable 
supply-demand conditions in foodstuffs and raw 
materials (including energy), and labour markets 
that made it possible for industry to grow rapidly 
without undue inflationary pressures. On the other 
hand, the post-war period was characterized by the 
dominant role of certain factors that are unlikely to 
reoccur. What follows is a brief discussion of the 
salient features of the structural change and transfor
mation of the economies of developed market-
economy countries in the post-war period. 

The most fundamental characteristic of the period 
1945-1971 was the unequal distribution of economic 
forces in terms of production, technology and pro
ductivity levels among the OECD countries. On the 
one hand, the United States economy emerged in 
1945 as the preponderant economic power. On the 
other hand, Western Europe and Japan faced the 
gigantic task of reconstructing their economies 
ravaged by the war and modernizing their industrial 
structures. The huge backlog of investment opportu
nities and the easy access to new technologies and 
production techniques was a happy confluence that 
provided the basic and fundamental precondition 
for growth. As may be seen from table 5, the differ
ences in the productivity levels in 1950 between the 

TABLE 5 

Selected indicators of development and structural change 
of developed market-economy countries: 1950-1970 

USA 
Sweden . . . . 
UK 
Netherlands . . 

Germany, Fed. 
Rep. of . . . 

Italy 
Japan 

Index of 
relative 

productivity 
levels 1950 
USA = 100 

100 
56 
52 
45 
42 

39 
27 
22 
8 

Annual average compound growth rale 

GDP 

3.5 
4.0 
2.7 
4.8 
5.1 

6.2 
4.9 
5.6 
9.4 

Labour 
force 

1.5 
0.7 
0.5 
1.3 
0.4 

1.2 

0.7 
1.8 

Productivity 

Manu
factur

ing' 

2.8 
6.2 
3.5 
6.4 
6.1 

6.8 
5.2 
7.1 
9.8 

Agricul
ture b 

5.1 
4.7 
3.9 
4.2 
5.3 

5.6 
6.2 
5.9 
6.1 

Gross 
fixed 
capital 
forma
tion c 

4.1 
7.1 
6.7 
8.0 
7.4 

8.0 
9.2 
7.0 

14.7 

Source: UNCTAD secretariat calculations, based on various sources. 
a Output per man hour in USA, France, Sweden, Federal Republic of Germany; 

output per employed person in all others. Growth rates cover the period 1959-1970 for 
France, 1958-1970 for UK and Italy, 1956-1970 for all others. 

b Value-added per person employed in agriculture (1950-1970). 
c Excluding residential construction except for Federal Republic of Germany, Austria 

and Japan; growth rates cover the period 1953-1970, except for France (1958-1970). 
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United States, on the one hand, and Western Europe 
and Japan, on the other, were substantial. Indeed, 
for many of those countries the gap in productivity 
levels was no more favourable than that now facing 
many developing countries. To a large extent, the 
growth in the post-war period may be understood as 
a process of "catching up". With the exception of the 
United Kingdom, all the OECD countries grew at 
significantly higher rates than the United States' and 
by the end of the 1960s, they had made remarkable 
progress towards closing the productivity gap. 

As expected, the high growth of GDP reflected 
high rates of investment in plant and equipment. 
Here again the difference between the United States' 
experience and that of the other countries was stri
king. In the case of the United States, gross fixed 
capital formation increased rather slowly, and for 
good reasons. At the beginning of the post-war 
period, American households were already well 
equipped with durable consumer goods, which came 
to play a dominant role in the industrial expansion 
of the other countries.19 Thus the growth of fixed 
investment was determined basically by the growth 
potential of "established" markets and by invest
ment opportunities arising from the application of 
new technologies and products.20 This largely 
explains why the growth of productivity in the 
United States' manufacturing sector was lower than 
in other OECD countries. 

While the advancing frontiers of technology may 
have determined the outside limit of United States 
growth, other OECD countries had the opportunity 
to grow much faster. In the early post-war period, 
few households were equipped with consumer 
durables21 and the national industries moved rapidly 
to fill their needs in such respects. As may be seen 
from table 6, the growth of the relevant sectors, espe
cially the automobile industry, electric power, elec
tronics and chemicals, far outstripped the average 
for manufacturing as a whole. Growth in these 
industries was effected through investment in 
modern technologies, based on large-scale produc
tion, which were already in use in the United States. 
This is reflected in the remarkable productivity gains 
experienced by most of these countries in the period 
1950-1970. 

While the factors mentioned above were certainly 
necessary for sustained growth, they were by no 
means sufficient. In this context, the international 
system of economic co-operation based on liberal 
principles of trade and currency convertibility and 
centred around the Bretton Woods institutions and 
the GATT is often credited for the sustained growth 
in the post-war period. While there is no doubt that 
the international economic system played a positive 
role, it is often forgotten that the transitional period 

"For example, by the mid-1950s, 75 per cent of American 
households owned automobiles, 81 per cent television sets and 96 
per cent refrigerators. 

20For example, air conditioners, aerospace outlays and compu
ters. 

2lIn 1954, in France and the United Kingdom, for example, the 
proportion of households with refrigerators was about 7 per cent. 

of structural change in Western Europe and Japan 
(roughly 1945-1958) was supported by a series of ad 
hoc measures which in fact required the non-appli
cation of certain fundamental rules of the game of 
the international economic system. Basic to this was 
the willingness of the leading industrial power - the 
United States - to underpin the programme of recon
struction and expansion through a series of special 
measures which, while allowing discrimination 
against the United States itself, provided abundant 
technology, finance and markets for the other 
OECD countries. Thus, the regional economic inte
gration of Western Europe was actively pursued and 
culminated in the establishment of the European 
Economic Community. 

TABLE 6 

Indices of industrial production in selected sectors 
(1955 = 100) 

Manufacturing . . . . 
of which: 

Motorcars . . . . 
Television 

receivers . . . . 
Electric power . . 
Chemicals . . . . 
Durable con

sumer goods. . 
Textiles and 

clothing . . . . 

USA 

1960 

112 

99 

78 
134 
134, 

111 

108 

1970 

181 

121 

108 
261 
286 

167 

137 

Western 
Europe 

I960 

132 

195 

278 
111 
150 

132 

120 

1970 

231 

409 

569 
210 
375 

228 

155 

Japan 

I960 

23 

825 

261 
177 
216 

203 

152 

1970 

852 

15895 

10060 
552 
842 

583 

268 

Sources. United Nations, Statistical Yearbook; United Nations, Yearbook of Indus
trial Statistics; OECD, Industrial Production 1955-1971 (Paris, 1973). 

In retrospect, this act of collective self-reliance on 
the part of Western Europe made it possible for 
-industrial production to expand at rates that could 
not have been secured without a protected regional 
market. The expansion of production and trade 
would not have been possible, however, without the 
special transitional measures that were adopted in 
the area of money and finance. Bypassing the 
Bretton Woods institutions, the European Recovery 
Programme (ERP) provided sufficient resources to 
finance the import surpluses that inevitably occurred 
during the reconstruction period. Thus, between late 
1948 and the end of 1951, $11.5 billion had been dis
bursed, of which 90 per cent was in the form of 
grants. Moreover, the European Payments Union 
(EPU), which lasted until 1959 and which in effect 
allowed for discrimination against imports from the 
United States, enabled the Western European coun
tries to manage their payments imbalances in a 
manner that did not inhibit their development plans. 

Another important factor that contributed to the 
sustained economic growth in the post-war period 
relates to the favourable conditions prevailing in the 
labour markets. In most cases the expansion of the 
labour force was adequate to sustain high levels of 
economic activity. In some, such as Japan and the 
Netherlands, the large increases in the industrial 
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labour force were supported by a high natural rate of 
population growth. In others, labour shortage was 
eased through the massive migration from other 
countries and notably from Southern Europe (for 
example to the Federal Republic of Germany and 
France). In all cases, the expansion of the industrial 
labour force was facilitated by the continuous migra
tion of population from agricultural areas to urban 
centres. The favourable labour market conditions 
also helped to create a relatively mild climate in 
labour-management relations, which in turn contri
buted to the conclusion of wage settlements that 
were not substantially out of line with national pro
ductivity gains. 

These favourable conditions would not have 
yielded a sustained expansion if relative price sta
bility could not have been ensured. A major contrib
ution to price stability was made by the primary 
sector. Indeed, as may be seen from chart 6, cereals, 
agricultural raw materials and energy exhibited 
remarkably stable prices throughout the period 
1945-1970. This price performance reflected the 
abundant supply of these products throughout most 
of the period in question. 

With regard to foodstuffs and agricultural raw 
materials, many countries succeeded in substantially 
increasing productivity and agricultural output. But 
the determining factor has been the existence of huge 
grain stocks in the United States resulting from poli
cies of farm support. These stocks served as a buffer 
against the annual fluctuations of demand and dom
estic supplies in individual countries and conse
quently helped to maintain relatively stable and low 
prices. 

Another market that operated under abundant 
supply conditions was that for energy. Recoveries of 
huge oil resources in the Middle East at low cost 
were reflected in low oil prices which made it 
possible for the manufacturing sector to expand 
without exerting pressure on energy supplies. As was 
noted earlier, the pattern of rapid industrial expan
sion in the OECD countries in the post-war period 
was profoundly influenced by the availability of 
abundant and cheap energy which gave an addi
tional stimulus to the development of energy-inten
sive technologies. 

Prices of other primary commodities and of 
metals, although fluctuating widely from year to 

Index i 

118 
117 
116 
115 
114 
113 
112 
111 
110 
109 
108 
107 
106 
105 
104 
103 
102 
101 
100 
99 
98 
97 
96 
95 
94 
93 

CHART 6 

World market price indices for cereals, petroleum and manufactures, 1955-1970 
(1963 = 100) 

Cereals 
Petroleum 
Manufactures 

1955 1957 1959 1961 1963 1965 1967 1969 
Source UNCTAD Handbook of International Trade and De\elopmenl Statistics, 1972 (United Nations publication. Sales No E/F 72 IID 3) 
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year, did not on the whole follow an upward trend 
and consequently helped to dampen the pressure on 
the costs of industrial inputs. 

One of the factors contributing to a relatively 
non-inflationary climate was the fixed exchange-
rate system established by the Bretton Woods 
system. In so far as countries relied upon the expan
sion of exports to sustain their growth, they had to 
avoid over-valuation of their currencies and conse
quently had to take domestic measures to contain 
inflationary pressure. 

C. From prosperity to the period of adjustment 
in the 1970: some policy dilemmas 

The chronology of events that led to the break
down of the Bretton Woods system and the econ
omic crisis of the early 1970s is well known and 
fully documented.22 Suffice it here to mention a few 
of the major factors that shaped the new economic 
conditions of the 1970s. 

The first and perhaps most important relates to the 
decisive shift in the balance of economic power 
among the OECD countries and the transition from 
the monopolar situation that existed among the 
developed market-economy countries immediately 
after the war to the multipolar conditions of today. 
The progress of many Western European countries 
and Japan in their efforts to close the gap between 
them and the United States has created new condi
tions of economic interdependence among the 
OECD economies. The possibilities of reconciling 
conflicting objectives through the growth process 
became more remote. Conflicts in the areas of trade 
and money increased. In Western Europe, there was 
also widespread concern about the tendency towards 
the internationalization of production and finance 
under the leadership of United States transnational 
corporations. All these problems and concerns indi
cated that the international economy had to be 
managed, if at all, on a collective basis. 

Another set of factors which accounted for the 
changed environment related to conditions in key 
markets, and more particularly labour, foodstuffs 
and energy. With regard to the labour market, the 
close of the 1960s witnessed the end of the peaceful 
climate that had prevailed in industrial relations, 
and wages increased faster than national produc
tivity. As far as market conditions were concerned, 
there were increasing signs of supply constraints, in 
particular in cereals. The international prices of 
foodstuffs were maintained at levels that encouraged 
many countries, including several major developing 
countries, to shift away from food production to 
other more profitable activities and to rely 
increasingly on imports of foodstuffs. At the same 
time, the United States stocks of grain and reserve 
crop land, which helped to maintain stable world 

prices for wheat, experienced a declining trend. 
Reserves declined from a level of 95 days equivalent 
of world consumption in 1961 to 37 in 1973.23 The 
divergence between the trends of world supply and 
demand in respect of foodstuffs was accentuated in 
the late 1960s and early 1970s by poor harvests in the 
USSR and Asia, and led to a drastic depletion of 
reserves and ultimately to a sharp rise in prices. 

As in the case of foodstuffs, internationally low 
prices for oil encouraged demand to run ahead of 
supply at the turn of the decade of the 1960s. The 
relationship between additions to "proved oil 
reserves" and demand is a rough indication of this. 
While additions to proved world reserves averaged 
about six times the level of world consumption 
during the period 1950-1970, this relationship was 
reversed towards the end of the 1960s and beginning 
of the 1970s. Again, as in the case of agricultural pro
ducts, low prices for oil led to an increase in the 
share of petroleum consumption in total primary 
energy and encouraged countries to rely increasingly 
on imports. The sharp increase in oil prices in the 
early 1970s marked the end of the post-war period 
of cheap energy. The new market structure pointed 
to the need for structural adjustments in the econ
omies of the OECD countries in order to take into 
account the new cost conditions and the need to con
serve oil and develop alternative sources of energy. 

While there has been considerable controversy 
concerning the nature of the changes outlined above, 
there is a general appreciation that the economies of 
the OECD countries will have to undergo a struc
tural adjustment and equip themselves to deal more 
effectively with the new international economic 
environment. 

Opinions are divided, however, as to the measures 
required to promote structural change. While 
increasing attention has been given to problems of 
restructuring at the sectoral level, the focus has been 
on macro-economic policies. In this context, the 
question of inflation has come to the fore as the 
highest priority for governments. As was pointed out 
earlier, however, the origins of the inflation lie in the 
structural forces that developments in the late 1960s 
and 1970s brought into sharp relief.24 It follows, 
therefore, that the way out of the inflationary spiral 
is through the improvement of productivity, which in 
turn requires high levels of investment activity and 
changes in the sectoral allocation of resources. 

On this there is no disagreement in principle but, 
in practice, measures to combat inflation have been 
seen almost exclusively in macro-economic terms. 
The medium-term strategy that the OECD countries 
adopted in the mid-1970s was predicated on the 
assumption that effective control of inflation was a 

"See, inter alia, the report by the UNCTAD secretariat "Policy 
issues in the fields of trade, finance and money, and their relation
ship to structural changes at the global level" (TD/225), repro
duced in Proceedings of the United Nations Conference on Trade 
and Development, Fifth Session, Vol.III - Basic Documents (United 
Nations publication, Sales No. E.79.II.D.16). 

"Including United States stocks and grain equivalent of crop 
land. See Brown, In the Human Interest (New York, 1974), p. 56. 

"See UNCTAD "Report of the Group of High-Level Govern
mental Experts on the effects of the world inflationary pheno
menon on the development process", Official Records of the Trade 
and Development Board, Eighteenth Session, Annexes, Agenda 
item 5(c), document TD/B/704. 
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prerequisite to the attainment of higher levels of 
economic activity.25 Thus, on the whole, fiscal and 
monetary policies in the 1970s were on the cautious 
side. The persistence of stagflation in spite of cau
tious demand management gave rise to doubts con
cerning the efficacy of activist macro-economic poli
cies in general and fiscal policies in particular. 

Paradoxically, this was not followed by recogni
tion of the need to undertake specific micro-policies 
in planning structural change at the sectoral level. 
Instead, there was a definite shift towards placing 
more emphasis on monetary instruments. The res-

"See the OECD Communique on the meeting of the Council at 
Ministerial level in June 1976. (Activities of OECD in 1976. Report 
by the Secretary-General, Paris 1977, Annex I.) 

trictive monetary stance taken in recent years is 
clearly reflected in the fact that the rates of monetary 
expansion slowed down in almost all OECD coun
tries during the period 1975-1980.26 Yet these poli
cies have not yet resulted in a relaxation of the infla
tionary pressures; instead, they have been accom
panied by increases in unemployment. Furthermore, 
and perhaps more importantly for the requirements 
of structural change, high interest rates associated 
with tight monetary policies appear to have led to a 
decisive shift in the composition of loanable funds in 
favour of short-term high-yielding instruments, an 
outcome which cannot but adversely affect the level 
of real investment. 

MSee Bank for International Settlements, Fifty-first Annual 
Report (Basle, 1981), pp.54-55. 
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Chapter 3 

DEVELOPING COUNTRIES 

At the end of the Second World War, many of the 
developing countries were still governed by colonial 
powers. While the process of decolonization was 
largely completed in the 1960s, economic structures 
and trading patterns established during the era of 
colonial domination still persist. Nevertheless, the 
post-war period witnessed substantial progress and 
important structural changes in developing countries 
which are bound to have far-reaching implications 
not only for their economies but also for the world 
economic system as well. 

The first section of this chapter examines a 
number of quantitative indicators which illustrate 
the structural transformation of the economies of 
developing countries and the efforts made by them 
to mobilize resources for development. This review, 
however, is not intended to provide an assessment of 
the development process in developing countries in 
the post-war period. 

The second section of this chapter examines the 
impact of the external environment on the balance-
of-payments of developing countries and focuses on 
the adjustment process in these countries during the 
decade of the 1970s. 

The third section of this chapter reviews trends 
concerning economic co-operation among deve
loping countries and the measures taken by these 
countries to strengthen such co-operation in the 
framework of collective self-reliance and thus 
reduce their asymmetrical dependence upon econ
omic conditions prevailing in the rest of the world. 

A. Selected aspects of post-war development: 
an overview 

Developing countries have achieved impressive 
gains in a number of areas during the post-war era 
and they are now emerging as a major economic 
force (see tables 7 and 8). In the last two decades, 
their combined gross domestic product grew at an 
annual average rate of 5.6 per cent. During the same 
period, value added in industry27 and exports regis
tered annual increases in real terms of 7.3 per cent 
and 4.8 per cent, respectively. In comparative terms, 
the developing countries' participation in world 
economic activity (see table 7) has increased, to 
reach a significant level. For example, the latest data 
for the developing countries show that they account 
for 18 per cent of both world GDP and of value 
added in world industries (excluding the socialist 
countries of Eastern Europe and Asia) and for 28 
per cent of world exports. 

TABLE 7 

Developing countries: selected indicators 
of comparative performance since 1960 

Indicators 

ECONOMIC INDICATORS 

Gross domestic product . . . 
Value added 

Industry 
Manufacturing 

Exports 

Percentages of 
world totals a 

I960 1980*> 

17.0 

11.9 
10.1 
21.5 

DEMOGRAPHIC INDICATORS 

Population . . . . 
Urban population 
Labour force . . . 

of which: 
In industry . 

42.9 
40.2 
65.7 

35.4 

18.3 

18.1 
12.9 
28.1 

48.7 
51.9 
69.2 

45.5 

Average annual 
volume growth 

(in percentages) 

I960-I980b 

5.6 

7.3 
7.3 
4.8 

2.6 
4.4 
2.1 

3.9 

Source: UNCTAD secretariat calculations, based on various international sources. 
a World totals exclude the socialist countries of Eastern Europe and Asia except for 

exports and total population. Hence, the distribution of urban population is not compar
able to that of total population. 

b Or the latest year for which data are available. 
c Shares relate to current values. 

Demographic statistics indicate that the urban 
population in developing countries now outnumbers 
its counterpart in the developed market economy 
countries. The industrial labour force of developing 
countries has expanded rapidly and is approaching 
in absolute numbers that of the North. 

The economic progress achieved largely reflects 
the efforts undertaken by developing countries in the 
areas of investment, savings, health, nutrition and 
education. Indeed, within a period of two decades 
the proportion of gross domestic investment to GDP 
has increased from 18 per cent to 27 per cent. The 
gross domestic savings ratio has followed a similar 
trend.28 

Major improvements have also been registered in 
the areas of health and nutrition. Better medical care 
and control of communicable diseases have resulted 
in significant reductions in crude death rates and in 
infant and child mortality rates. They have also con-

"Mining, manufacturing, public utilities and construction. 

28For developing countries, excluding four surplus countries, 
the ratio of gross domestic investment to GDP increased from 
17.7 per cent in 1960 to 26.4 per cent in 1978. The gross domestic 
savings ratio grew at a slower rate, from 16.4 per cent in 1960 to 
23.3 per cent in 1978. 
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TABLE 8 

Developing countries: selected social and economic indicators 

Indicators 

SAVINGS AND INVESTMENT 
Gross domestic investment 

(percentage of GDP) 
All developing 
Excluding 4 surplus countries b 

Gross domestic savings 
(percentage of GDP) 
All developing 
Excluding 4 surplus countries b 

INCOME DISTRIBUTION 
Percentage of income received by 

lowest 20 per cent of 
households 

Percentage of income received by 
highest 5 per cent of 
households 

URBANIZATION 
AND EMPLOYMENT 
Urban population (percentage of 

total) 
Labour force (percentage of 

population) 
Industrial labour force 

(percentage of labour force) . . 

HEALTH AND NUTRITION 
Life expectancy at birth (years) . . 
Infant mortality rate (per 

thousand live births) 
Population per physician 

(thousands) 

EDUCATION 
Primary school enrolment ratio 

(per cent) 
Secondary school enrolment ratio 

(per cent) 
Adult literacy rate (per cent) . . . 

I960 

17.7 
17.7 

17.1 
16.4 

4.5 

24.6 

21.2 

39.4 

11.0 

46.9 

76.3 

8.0 

55.6 

8.4 
35.1 

1970 1978" 

19.9 
20.1 

19.7 
18.7 

4.9 

24.7 

26.4 

37.2 

13.2 

51.3 

55.3 

6.6 

69.5 

17.2 
45.6 

26.6 
26.4 

26.0 
23.3 

4.1 

19.4 

29.3 

36.1 

15.3 

54.0 

47.9 

4.6 

78.1 

22.8 
52.3 

Source: World Bank. World Tables 1980 and United Nations, Handbook of World 
Development Statistics. 1980. (PPS/QIR/5/1980.) 

Note: For social indicators, the developing country classification used is that of the 
World Bank which excludes capital surplus oil-exporting countries and includes devel
oping countries in Europe. 

a Or the latest year for which data are available. 
bThe four surplus countries are Iraq, Kuwait, Libyan Arab Jamahiriya and Saudi 

Arabia. 

tributed to the increase in the life expectancy at birth 
of the population from 47 years in 1960 to 54 years 
in the 1970s. 

The developing countries have made remarkable 
progress in education, which is vital for building up 
technological capacity. Primary school enrolment 
ratios increased sharply from about 56 per cent in 
1960 to 78 per cent in the late 1970s. The increase 
was more pronounced at the secondary level, at 
which a tripling of the ratio was registered over the 
same period. The spread of education has resulted in 
a higher adult literacy rate of 52 per cent according 
to the most recent estimate, as against 35 per cent in 
1960. 

While impressive progress has been made, many 
urgent problems remain. Rapid population growth 
continues to exert pressure on economic resources. 

In particular, the pace of urbanization has been very 
rapid and has exercised a strong pressure on public 
finance in the form of sharply increased public ser
vices and investment in urban infrastructure. How-, 
ever, urbanization has not been accompanied by a 
parallel increase in employment. Unemployment 
and underutilization of skills are prevalent in deve
loping countries and the absence of suitable employ
ment opportunities has encouraged the emigration of 
highly-skilled professionals. 

Another major problem relates to the distribution 
of income. Experience has shown that a growth pro
cess that is not associated with an improvement in 
the distribution of income may not be self-sus
taining in the long run. As shown in table 8, the 
gains of development have not been shared equi
tably. The percentages of income received by the 
poorest 20 per cent of households in developing 
countries and by the richest 5 per cent give an indi
cation of the skewness of income distribution. The 
poorest 20 per cent received only 4.5 per cent of total 
income in 1960. This share did not improve to any 
significant extent in the 1960s and recent estimates 
indicate that by the end of the 1970s it may even be 
lower than in 1960. On the other hand the richest 5 
per cent of households received more than 19 per 
cent of total income, a significant decline from the 
1960 level but nevertheless high by international 
standards.29 

1. Growth performance 

Between 1950 and 1980, GDP of developing coun
tries increased at an annual rate of 5.4 per cent, 
which represents a remarkable performance by com
parison with the pre-war period. Growth rates have 
varied over time. Thus, during the 1950s, the average 
rate was 4.8 per cent, while in the 1960s, the pace 
accelerated to 5.7 per cent, surpassing by a wide 
margin the 5 per cent target set for the First United 
Nations Development Decade. The unfavourable 
economic climate in the 1970s had an adverse impact 
on the development efforts of many developing 
countries. GDP rate averaged 5.6 per cent a year, 
falling short of the 6 per cent target set in the Inter
national Strategy for the Second United Nations 
Development Decade. 

When population growth is taken into account, 
however, the gains registered are less satisfactory. 
Indeed, GDP per capita increased at annual rates of 
only 2.5 per cent in the 1950s, 3.1 per cent in the 
1960s and 3.0 per cent in the 1970s. These rates have 
not been sufficient to close the gap in the standard of 
living between developed and developing countries. 
In 1978, GDP per capita in developed countries 
including the socialist countries of Eastern Europe 
was about nine times that of developing countries. 

The overall averages, however, conceal wide dis
parities among developing countries. At one 
extreme, several countries concentrating on exports 
of manufactures achieved an impressive growth rate 
of 6.4 per cent a year in the 1960s and in the 1970s 

"The 1970 figure for developed market-economy countries 
14 per cent. 
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attained a record growth of 7.1 per cent. It should be 
noted, however, that these countries - concentrated 
mainly in South-East Asia and Latin America - are 
few in number and represent only 13 per cent of the 
total population of developing countries, although 
they account for over one-third of the GDP of all 
developing countries. While their economies differ 
in scale and resource endowments, they are all char
acterized by an outward-looking trade policy 
favouring export promotion, high quality of the 
labour force, entrepreneurship and a capacity to 
respond flexibly to adverse world conditions. 

At the other extreme, the least developed countries 
were unable to expand production at satisfactory 
rates. They have also been less well equipped to 
absorb external shocks and to adjust their economies 
to changing world conditions. Their real income per 
capita did not increase in the 1960s and actually 
declined in the 1970s (see last line of table 9). 

TABLE 9 

Growth rates of total and per capita GDP and real income 
of developing countries 
(Per cent per annum) 

GDP 

Fast-growing exporters of manufactures 

PER CAPITA GDP 
Total developing countries 

Fast-growing exporters of manufactures 
Least developed countries 

REAL INCOME 

Fast-growing exporters of manufactures 

PER CAPITA REAL INCOME 

Fast-growing exporters of manufactures 

1960-1970 

5.7 
6.4 
2.6 

3.1 
3.6 
0.0 

5.0 
3.6 
6.3 
2.6 

2.4 
0.9 
3.5 
0.0 

1970-1980 

5.6 
7.1 
3.2 

3.0 
4.5 
0.6 

7.1 
14.0 
6.6 
2.3 

4.5 
11.1 
4.0 

-0.3 

Source: UNCTAD secretariat estimates, based on international sources. 
Note: The GDP series is based on annual chain-weighting of production by sector. 

Real income is gross domestic product adjusted for the terms of trade effect. In this 
table and in subsequent tables in this section (A), unless otherwise specified, the country 
classification used is that of the UNCTAD Handbook of International Trade and Devel
opment Statistics: Supplement 1980. 

Of a sample of 103 developing countries for which 
data are available, one-third, most of them least 
developed countries, which accounted for more than 
9 per cent of the population of developing countries 
in 1978, registered zero or negative growth of GDP 
per capita during the period 1970-1978. At the other 
end are the countries that were able to meet the 
annual per capita growth target of 3.5 per cent for the 
Second United Nations Development Decade. They 
accounted for nearly one-third of the countries in 
the sample as well as one-third of the population of 
developing countries. The worsening in the situation 
of many developing countries in the 1970s is ref
lected in the frequency distribution of GDP per 

capita growth rates in the 1960s and 1970s (see chart 
7). In the 1970s, about one-half of the countries 
recorded per capita growth of less than 2 per cent 
whereas the corresponding proportion in the 1960s 
was one-third. It should also be noted that only 12 
countries registered a decline in GDP per capita in 
the 1960s and that about 60 per cent of the countries 
surpassed the per capita growth target set for the 
First United Nations Development Decade. 

2. Production structure and technology 

Agriculture continues to be the principal econ
omic activity in developing countries, accounting for 
60 per cent of the labour force in 1978. However, as 
a source of income, the importance of agriculture 
has markedly declined. In 1960, the contribution of 
agriculture to GDP was almost 31 per cent but 
because of the relatively low growth of agricultural 
production - 2.8 per cent per year - during the last 
two decades, it dropped to 19 per cent in 1978. The 
disproportionately large share of agriculture in total 
employment in relation to the sector's share in total 
value added reflects the low productivity in this 
sector. Overpopulation, coupled with the limited 
amount of agricultural land available in Asia, the 
large subsistence sector in Africa and inefficient sys
tems of land tenure in several countries in Latin 
America, are among the factors responsible for the 
low productivity. The labour productivity gap, mea
sured as the ratio of productivity per economically 
active person in developed market-economy coun
tries to that of developing countries, is largest in this 
sector, where it was 11 in 1978. The productivity gap 
has widened by 50 per cent within the last two 
decades, reflecting the high productivity increases in 
this sector in developed market-economy countries. 

One of the major structural transformations in 
developing countries that occurred in the 1960s was 
the reversal in the relative contributions of agricul
ture and industry in GDP. In 1978, the share of 
industry (mining, manufacturing, public utilities and 
construction) in total value added was almost 38 per 
cent. The share of manufacturing alone, which was 
18 per cent, was only one percentage point lower 
than that of agriculture (see chart 8). 

Table 10 shows the growth rates of production and 
labour productivity in industry (excluding construc
tion) in developing countries. Between 1955 and 
1979, total industrial output increased at an annual, 
rate of 6.5 per cent. The pace slowed down markedly 
in the 1970s, the annual growth rate being 4.9 per 
cent, as against 7.2 per cent in the 1960s. The decline 
was due partly to worsening conditions of demand 
in the world economy. This was particularly notice
able in the extractive industries, which produce 
mainly for export and are thus greatly affected by 
the economic conditions prevailing in the industrial
ized countries. Another factor accounting for the 
decline was the balance-of-payments situation of 
many developing countries. Because of the difficulty 
of financing large deficits in recent years, many 
developing countries had to contain imports - a 
policy that primarily affected imports for industry. 

GDP 
Total developing countries 

Fast-growing exporters of manufactures 
Least developed countries 

PER CAPITA GDP 
Total developing countries 

Fast-growing exporters of manufactures 
Least developed countries 

REAL INCOME 
Total developing countries 

Major oil-exporting countries 
Fast-growing exporters of manufactures 
Last developed countries 

PER CAPITA REAL INCOME 
Total developing countries 

Major oil-exporting countries 
Fast-growing exporters of manufactures 
Least developed countries 

5.7 
6.4 
2.6 

3.1 
3.6 
0.0 

5.0 
3.6 
6.3 
2.6 

2.4 
0.9 
3.5 
0.0 

5.6 
7.1 
3.2 

3.0 
4.5 
0.6 

7.1 
14.0 
6.6 
2.3 

4.5 
11.1 
4.0 

-0.3 
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CHART 7 

Frequency distribution of average annual rates of growth of GDP per capita for developing countries, 
1960-1970 and 1970-1978 

Number of 
countries 

Source National accounts data from United Nations Department of International Economic and Social Affairs 
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CHART 8 

Structure of production in developing countries, 1960,1970 and 1978 
(Percentage of GDP in current US dollars) 

1960 1970 1978 

Agriculture 

Mining 

Manufacturing 

Utilities and construction 

Services 

Source: United Nations Handbook of World Development Statistics (PPS/QIR/5/1980). 
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TABLE 10 

Developing countries: annual average rates of growth of production 
and labour productivity in industry* 

Production 
Total 

Extractive industries . . . 
Manufacturing industries 

Light 
Heavy 

Utilities 

Labour Productivity10 

Total 
Extractive industries . . . 
Manufacturing industries 

Light 
Heavy 

1955-1979 1960-1970 1970-1979 

6.5 
6.3 
6.6 
4.9 
8.7 

10.9 

(1955-1976) 

1.9 
2.9 
1.7 
1.2 
3.6 

7.2 
8.3 
6.4 
4.6 
8.8 

11.4 

1.9 
4.1 
1.6 
1.2 
3.8 

4.9 
2.4 
6.5 
5.0 
7.9 

10.6 

(1970-1976) 

1.4 
-0 .2 

1.3 
0.7 
3.2 

Sources: UNCTAD secretariat calculations, based on figures from United Nations, 
Statistical Yearbook 1969 and 1978 and United Nations, Monthly Bulletin of Statistics, 
May 1981. 

" Mining (-extractive industries), manufacturing, electricity, gas and water. 
b Data for labour productivity in utilities are not available. 

Overall productivity in industry increased at an 
annual rate of less than 2 per cent during 1955-1976 
so a large proportion of production gains could be 
attributed to the expansion of employment. How
ever, the overall figure hides sectoral differences. In 
the 1960s, the extractive industries registered one of 
the highest rates of productivity growth among the 
industrial sectors, namely, over 4 per cent per year. 
Lower capacity utilization resulting from a reduction 
in demand led to declines in productivity in the 
1970s. The productivity gap in mining with deve
loped market-economy countries, estimated at 1.9 in 
1975, is smaller than for the rest of the economy. 

Between 1955 and 1979, manufacturing output 
increased at the rate of 6.6 per cent per year. The fas
test growing sector was heavy industry, with an 
annual growth rate of 8.8 per cent in the 1960s, and 
although the pace slowed down in the 1970s, it was 
still an impressive 7.9 per cent. This reflects the high 
productivity increases in the sector.-By 1975, heavy 
industry already accounted for more than one-half 
of total manufacturing production. In manufac
turing, the productivity gap with developed market-
economy countries averaged 7.3 in 1975, with a level 
of 8.2 in the consumer goods industries as against 5.8 
in the capital goods industries. It should be noted 
that much of the growth in manufacturing could be 
attributed to the fast-growing exporters of manufac
tures, which accounted for over 48 per cent of the 
manufacturing value added in developing countries 
in 1978. During the period 1960-1978, manufac
turing value added in this group of fast-growing 
exporters increased at an average annual rate of over 
8 per cent. 

Industry in the developed market-economy coun
tries, through direct investment and contracting and 
royalty arrangements, played a significant role in 
promoting industrialization in developing countries, 
especially in the fastest growing sectors. Dependence 
on foreign technology carries a high price. Direct 

payments by developing countries for the use of 
patents, licences, trade marks, process know-how 
and technical services amounted to $US1.8 billion in 
1968, and probably now stand at $US9-10 billion. 
The direct costs, however, constitute only a part of 
the total costs. The indirect costs resulting from over
pricing of imports of intermediate products and 
equipment, profits on capitalization of know-how 
and price mark-ups are much heavier. In addition, 
there are other real costs, or benefits forgone, as a 
result of delayed or inadequate transfers, the transfer 
of inappropriate technology and, above all, the non-
transfer of technology. It is estimated that the total 
cost of technological dependence may be as high as 
SUS30-50 billion a year.30 

3. Savings and investment 

An important indicator of development effort is 
the ratio of gross domestic capital formation to 
GDP. In the early 1950s, this ratio was around 10-12 
per cent for all developing countries, rising to an 
average of 18 per cent in the 1960s and 24 per cent in 
the 1970s. In 1978, gross domestic investment was 
almost 27 per cent of GDP, an impressive gain over 
the 20 per cent ratio in 1970 and a rate higher than 
that 22 per cent in the developed market-economy 
countries. The ratio of gross domestic savings to 
GDP was 23 per cent in the period 1960-1978 for all 
developing countries. 

Clearly, these figures are influenced by the per
formance of the oil-exporting countries, which have 
a 39 per cent savings ratio. Strictly speaking, the sav
ings performance of those countries simply reflects a 
change in the composition of wealth from resources 
in the ground to liquid financial assets. Table 11 
shows the gross domestic savings and investment of 

TABLE 11 

Savings and investment in non-oil exporting developing countries 
(As percentage of gross domestic product) 

Non-oil exporting developing countries 
Gross domestic capital formation . . . 
Gross domestic savings 
Foreign savings 

Least developed countries 
Gross domestic capital formation . . . 
Gross domestic savings 
Foreign savings 

1960-
1978 

21.6 
18.9 
2.7 

12.8 
8.2 
4.6 

I960-
1969 

18.3 
16.7 
1.6 

11.4 
10.2 
1.2 

mo
ms 

22.9 
19.9 
3.0 

13.5 
7.1 
6.4 

Source: United Nations, Handbook of World Development Statistics, 1980. (PSS/QIR/ 
5/1980.) 

non-oil-exporting developing countries, distin
guishing separately the least developed countries. In 
the last two decades, the share of gross domestic 
investment to GDP in these countries averaged 22 

30" Formulation of a strategy for the technological transforma
tion of developing countries. Proposals for an outline - Note by 
the UNCTAD secretariat" (TD/B/779), February 1980, para.2(vii). 
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per cent and the average domestic savings rate was 
19 per cent. Thus, almost 88 per cent of investment 
needs was financed by domestic savings and only 12 
per cent was accounted for by foreign savings. There 
was a slightly higher reliance on foreign financing in 
the 1970s. The ratio of foreign savings to GDP 
increased from 1.6 per cent in the 1960s to 3.0 per 
cent in the 1970s. This reflects the rapid build-up of 
investment in the 1970s which outstripped the fast 
growth of savings. 

The experience of individual countries and groups 
of countries has varied widely. In particular, the 
least developed countries have raised the ratio of 
their gross domestic capital formation to GDP from 
11.4 per cent in the 1960s to 13.5 per cent in the 
1970s. However, domestic savings failed to keep 
pace, and their ratio to GDP actually fell from 10 
per cent in the 1960s to 7 per cent in the 1970s. The 
growing gap between domestic investment and dom
estic savings was covered by capital inflows, which 
accounted for almost 50 per cent of total investment 
requirements in the 1970s. 

The inflow of foreign savings represented by net 
capital transfers from developed to developing coun
tries has increased substantially in both nominal and 
real terms. However, the volume of these flows was 
not sufficient to fill the gap between the investment 
needs and domestic savings capacity of developing 
countries, as was necessary for the attainment of the 
growth targets set in the International Development 
Stategy for the Second United Nations Development 
Decade. Moreover, the composition of these flows 
underwent dramatic changes in the 1970s, with pri
vate flows becoming the major source of finance. 

In the 1960s, as can be seen from annex table A.7, 
official development assistance (ODA) represented 
more than 50 per cent of total financial flows from 
Development Assistance Committee (DAC) member 
countries to developing countries. By the end of the 
decade, the share of ODA had begun to decline 
steadily.31 In the 1970s (see annex table A.8), the 
decline was accentuated, and ODA represented, on 
average, about 38 per cent of total flows. 

With respect to the ratio of ODA to GNP, the per
formance of individual donor countries, with the 
exception of Denmark, the Netherlands, Norway 
and Sweden, was far from satisfactory. The ratio of 
ODA to GNP for all DAC countries declined from a 
level of 0.64 per cent in 1961 to 0.32 per cent in 1979, 
which was substantially short of the 0.7 per cent 
target set by the International Development 
Strategy. 

Non-concessional flows, on the other hand, have 
substantially grown in importance and by the end of 
the 1970s represented about 70 per cent of total 
flows. The shares of the different components have 
also changed. Thus, direct investment played an 
important role in the 1960s and represented, on 
average, about 20 per cent of total net flows or about 

60 per cent of private flows from DAC member 
countries. In the 1970s, its importance decreased 
somewhat in comparison with other non-conces
sional flows and accounted for about 18 per cent of 
total net flows. As for export credits, they steadily 
increased in the 1960s and continued their upward 
trend in the next decade, reflecting their importance 
as a means of gaining export markets. 

The most striking development, however, was the 
tremendous rise in bank lending in the 1970s.-Since 
1973 the Eurocurrency markets have generated large 
flows of funds to developing countries. However, 
access to these markets was quite limited, being con
centrated in a few upper- and middle-income deve
loping countries. Moreover, the rate of interest 
charged fluctuated with the conditions of the mar
kets and, by the end of the decade, had dramatically 
increased with the drastic increase in short-term 
interest rates on international capital markets.32 As a 
result, interest payments of developing countries 
substantially increased and as a proportion of total 
net long-term flows, rose from 16 per cent in 1970 to 
36 per cent in 1979. 

4. Growth and structure of trade 

Table 12 presents some basic foreign trade indica
tors for developing countries. The annual growth in 
export volume between 1948 and 1960 was 4.4 per 

TABLE 12 

Foreign trade indicators for developing countries 
(Annual percentage rates of change) 

All developing countries 
1948-1960 
1960-1970 
1970-1980 

Major oil exporters 
1960-1970 
1970-1980 

Non-oil exporting developing 
countries 
1960-1970 
1970-1980 

Fast growing exporters of 
manufactures 
1960-1970 
1970-1980 

Least developed countries 
1960-1970 
1970-1980 

Export 
\olume 

4.4 
6.4 
3.1 

8.6 
-1 .4 

5.1 
7.6 

5.8 
11.8 

4.4 
-0.4 

Import 
\olume 

5.3 
5.4 
7.3 

4.7 
14.3 

5.6 
4.8 

6.9 
7.1 

5.5 
1.5 

Purchasing 
power of 
exports 

5.2 
6.2 

10.0 

7.2 
17.9 

5.7 
4.5 

7.0 
8.2 

3.6 
-2.2 

Terms 
of trade 

0.8 
-0 .2 

6.8 

-1.3 
19.6 

0.6 
-2 .9 

1.1 
-3.2 

-0 .8 
-1.8 

3'Because of problems of data availability the discussion of 
financial flows in the 1960s is restricted to the analysis of net 
long-term financial flows from DAC member countries to deve
loping countries. 

Source UNCTAD secretariat calculations, based on various international sources 

cent. Stimulated by the expansion of demand in 
developed countries, export growth accelerated in 
the 1960s to 6.4 per cent. However, there was a sharp 
deceleration in the 1970s because of cut-backs in the 

"As is noted in Part I, the six-month LIBOR in US dollars 
increased from 12 per cent in 1978 to 16 per cent in 1981. 
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volume of oil imports following the rise in oil prices, 
which affected the export growth of the oil-
exporting countries. 

For non-oil-exporting developing countries, the 
growth in export volume was 7.6 per cent in the 
1970s, which was considerably higher than the 5.1 
per cent growth attained in the 1960s. However, with 
the worsening terms of trade, this represented an 
increase of only 4.5 per cent annually in the purcha
sing power of exports. 

There are marked differences in the performance 
of different groups of developing countries. The 
volume of exports from the fast-growing exporters 
of manufactures registered an annual increase of 
almost 12 per cent in the 1970s, surpassing by an 
appreciable margin the 7 per cent export growth 
target set for the Second United Nations Develop
ment Decade, and representing more than a twofold 
increase over the rate of 5.8 per cent achieved in the 
1960s. 

For the least developed countries, there was a 
yearly decrease in export volume of 0.4 per cent in 
the 1970s. This compares unfavourably with their 
export performance in the 1960s when they recorded 
an annual growth of 4.4 per cent. With the deteriora
tion in the terms of trade, the purchasing power of 
exports declined at an annual rate of 2.2 per cent in 
the 1970s. 

The growth rate of the volume of imports into 
developing countries was 5.3 per cent between 1948 
and 1960. There was a slight acceleration to 5.4 per 
cent in the 1960s, and the rate then rose quickly in 
the 1970s. The rapid annual growth of 7.3 per cent in 
that decade was due to the sharp rise in imports by 
the major oil exporters and the fast-growing expor
ters of manufactures. 

The shares of the major economic groupings in 
world trade are given in annex table A.4. The deve
loping countries' share in world exports decreased 
steadily from 31 per cent in 1950 to less than 18 per 
cent in 1972 owing to the relatively higher export 
growth of the developed market-economy countries. 
However, this trend was reversed in 1973, following 
the rise in the price of oil and the slowdown in the 
economic growth of the developed countries. By 
1980, the developing countries had recovered a sub
stantial portion of their lost share, and accounted for 
28 per cent of world exports. 

The rapid expansion of exports from the fast-
growing exporters of manufactures is reflected in the 
rising share of this group in world exports from 3.9 
per cent in 1960 to 4.9 per cent in 1980. For this 
group, trade has been the main engine of growth and 
exports of manufactures have been rising rapidly 
since the late 1960s. A factor mentioned earlier 
which contributed to its success was its flexible 
response to adverse global economic circumstances. 
This flexibility was manifested when some of the 
fast-growing exporters of manufactures, faced with 
intensified protectionist measures on the part of 
developed countries, reacted by product diversifica
tion and by moving some industries to other deve
loping countries not yet threatened by such mea
sures. 

The developing countries' share of world imports 
declined substantially from 27 per cent in 1950 to 
16.5 per cent in 1972. In the 1970s, the most dynamic 
countries in international trade were the major oil 
exporters and the fast-growing exporters of manu
factures as is evidenced by their rising share not only 
of world exports but also of world imports. The 
share of the former in world imports almost doubled 
between 1970 and 1980 from 3.3 per cent to 6.5 per 
cent, while that of the latter increased from 4.3 per 
cent to 5.8 per cent over the same period. Thus, 
whereas the shares of the developed market-
economy countries and socialist countries registered 
declines, that of developing countries as a whole 
increased from 17 per cent in 1970 to 21.5 per cent in 
1980. 

In terms of commodity groups, the share of deve
loping countries in the world market for primary 
commodities excluding fuels, dropped to 29 per cent 
in 1979 from 32 per cent in 1965. However, deve
loping countries dominate the fuel market, accoun
ting for 71 per cent of world fuel exports in 1979. 
Although their exports of manufactures are still a 
minor fraction of world exports of manufactures, 
this commodity group has shown the fastest growth, 
and the developing countries' share rose steadily 
from 5 per cent in 1965 to almost 9 per cent in 1979. 

Trade balances of developing countries by com
modity group are presented in table 13. The deve
loping countries had an overall trade surplus of over 
$50 billion in 1979, arising from a surplus in their 
trade in primary products of $210 billion - over 85 
per cent of which was accounted for by the oil sur
plus - and a deficit in trade in manufactures of $158 
billion. This represents a remarkable improvement 
over the 1970 deficit of $3 billion. However, for 
non-oil-exporting developing countries the overall 
trade deficit increased ten-fold between 1965 and 
1979. This mainly reflects the sharp increase in their 

TABLE 13 

Trade balances of developing countries, by commodity group 
(In billions of US dollars) 

All developing countries 
Total 

Primary commodities, excl. 
fuels 
Foodstuffs 
Industrial raw materials . . 

Fuels 
Manufactures 

-1.1 

10.7 
4.4 
6.3 
8.0 

-19.7 

Non-oil exporting developing countries 
Total 

Primary commodities, excl. 
Fuels 
Foodstuffs 
Industrial raw materials . . 

Fuels 
Manufactures 

-6.3 

10.0 
4.5 
5.5 

-1.0 
-15.3 

1970 

-3 .2 

15.1 
6.0 
9.0 

13.5 
-31.8 

-11.7 

14.5 
6.2 
8.3 

-1.8 
-24.4 

10.2 

17.8 
6.1 

11.7 
96.5 

-104.1 

-45.7 

22.6 
10.8 
11.8 

-10.4 
-57.9 

1979 

51.6 

30.5 
11.8 
18.7 

179.4 
-158.2 

-66.6 

35.8 
18.9 
16.9 

-19.1 
-83.3 

Source For the basic data, United Nations, Monthh Bulletin of Statistics, May 
1981 
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CHART 9 

Share of major economic groups in total world trade, 1960-1979 
(In percentages) 
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Source: UNCTAD Handbook of International Trade and Development Statistics, Supplement 1980 (United Nations publication. Sales No. E/F.80J1.D.10 
and corrigendum). 
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deficit in fuels and manufactures which was not 
compensated for by the threefold rise in their trade 
surplus in non-fuel primary commodities. 

The commodity composition of exports and 
imports of developing countries is presented in chart 
10 and annex table A.5. Primary products still 
account for the bulk of their exports, amounting to 
almost 80 per cent of the total in 1979. Among these 
there was a reversal in the shares of fuel and non-
fuel products. Whereas in 1965 the share of non-fuel 
primary products had been 54 per cent, it dropped 
sharply to less than 23 per cent in 1979. The corre
sponding figures for the share of fuel exports are 31 
per cent and 57 per cent, respectively. There has 
been a steady increase in the share of manufactures 
in total exports from 15 per cent in 1965 to over 20 
per cent in 1979. 

The expansion in exports of manufactures, a sign 
of rapid industrialization, was dominated by the fast 
growing exporters of manufactures, which accounted 
for 62 per cent of such exports from all developing 
countries in 1977. Although labour-intensive pro
ducts in which they have a comparative advantage, 
such as clothing, footwear and electronics, consti
tuted the bulk of their exports of manufactures, they 
have started to penetrate the markets of more 
advanced capital-intensive industries such as ship
building, machinery and basic chemicals. 

As far as the commodity composition of imports is 
concerned, manufactures accounted for 67 per cent 
of the total in 1979, a share which has remained 
fairly stable in the last two decades. A measure of the 
degree of external dependence on the supply of cap
ital goods and on the technology embodied in these 
goods is the share of imports of machinery and 
transport equipment in total imports, which was 33 
per cent in 1979. 

B. Payments imbalances 
and the adjustment process in the 1970s 

Developing countries are net capital importers in 
the normal course of events. Long-term capital 
inflow is required to finance the import surplus 
which arises from efforts to speed up the process of 
development. The current account deficit, which is 
the counterpart of those capital inflows and is often 
called the "development deficit", should not be con
fused with deficits that are induced by shortfalls in 
the purchasing power of exports occasioned by cyc
lical movements of output and prices. Such deficits 
can be financed through short or medium-term 
credits which may be paid back during the upswing 
of the cycle when export earnings overages occur. 

The decade of the 1970s was characterized by 
unusual and sharp changes in the prices and 
volumes of internationally traded goods. While the 
exact nature of these changes did not become 
apparent immediately, it is now clear that they con
tained a large component which was not purely of a 
cyclical nature. Indeed, much of the change in 
volumes and prices resulted from shifts in the under
lying secular trends. In the first instance, the long-
term trend of demand for exports of developing 

countries has experienced a pronounced downward 
shift as a result of the declining growth trend of 
demand in the OECD economies. Moreover, per
sistent inflation and substantial adjustments in the 
relative prices of key commodities, in particular 
energy, have altered the cost structure of production 
as well as the composition of balances of payments 
in an irreversible manner. 

On the other hand, for several developing coun
tries whose economies depend heavily upon the pro
duction and export of hydrocarbons, the structural 
shifts in international trade and prices have given 
rise to substantial export surpluses. Strictly speaking, 
these surpluses did not result from excess saving out 
of current production; rather, they reflect a shift in 
the composition of the wealth of those countries 
from oil in the ground to financial assets." The 
adjustment problem that these countries face is two
fold: first, to find financial outlets which will protect 
the real value of their assets and will ensure a satis
factory rate of return on them and, secondly, to esta
blish an infrastructure that will make it possible to 
diversify domestic production.34 

For the majority of developing countries, how
ever, the events of the 1970s have given rise to excep
tionally large current account deficits. As a result, 
these countries face the dual problem of finding ade
quate balance-of-payments finance on appropriate 
terms and conditions and of initiating a process of 
structural adjustment internally consistent with the 
new international environment. Full awareness of 
the structural nature of the problem involving and 
hindering the efforts of development has come about 
only gradually; the financial support to increasing 
high external imbalances was often provided on the 
assumption that their causes were temporary short
falls of export purchasing power, which would be 
subsequently offset by overages which, it was 
believed, an upswing in the trade cycle was bound to 
produce. It was only towards the end of the decade 
that it came to be generally recognized that the bal
ance of payments financing relates in fact to require
ments for structural adjustment that will reverse the 
underlying balance-of-payments trends only in the 
long run. 

With regard to the requirement for structural 
adjustment, developing countries have found it diffi
cult to move decisively with specific programmes 
even when adequate financing could be obtained. 
For one thing, uncertainties and instability pre
vailing in the world economy made it extremely dif
ficult to decide which sectors should be given invest-

33It should be noted that, had those countries decided to curtail 
production and exports of oil rates that cover only their current 
import needs, the world economy would have experienced an 
acute energy shortage. 

"For an examination of the adjustment problems facing these 
countries, see "Development and the members of the Organiza
tion of the Petroleum Exporting Countries (OPEC)", study by Mr. 
Abdelkadar Sid Ahmed (TD/B/C.3/145). The question of pro
tecting the real value of these financial assets is the subject of a 
forthcoming study by the UNCTAD secretariat, provisionally 
entitled "External assets of developing countries: their protection 
and management". 
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CHART 10 

Structure of trade of developing countries, 1965 and 1979 
(Percentages of total) 
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ment priority. This problem has been accentuated by 
uncertainties concerning access of exportable pro
duce to the markets of developed countries, as well 
as by difficulties in foreseeing future trends with 
regard to costs and prices. 

1. Balance-of-payment adjustment by net 
oil-importing countries 

The problems mentioned above were particularly 
noticeable in the case of net oil-importing deve
loping countries, whose experience is reviewed 
below. 

Table 14 provides estimates of the current account 
deficit of net oil-importing developing countries in 
the decade of the 1970s and illustrates the contribu
tions of various factors to its increase. The combined 
current account deficit experienced a dramatic 
increase over the decade and in 1980 stood at $68 
billion. This upward trend has been associated with 
wide fluctuations which, broadly speaking, have fol
lowed the profile of the business cycle of developed 
market-economy countries. Thus, deficits increased 
sharply during the 1974-1975 recession as well as 
during the current slowdown which started in 1979, 
but receded during the upswing periods of 
1972-1973 and 1976-1978. 

The contributions of the various components to 
the current account deficit varied. The volume of 

exports was clearly linked to fluctuations due to the 
international trade cycle. Indeed, the volume of 
exports grew at fairly rapid rates in 1972-1973, a 
peak year for the OECD economies, but reached a 
standstill in 1974-1975 when those economies slid 
into a deep cyclical trough. The recovery of the 
OECD economies in 1973 as well as their slowdown 
in recent years are clearly reflected in the growth of 
the export volume. 

Export prices were affected both by conditions of 
world demand and by the inflationary pressures that 
pervaded the world economy during the 1970s. Ref
lecting high levels of commodity demand and strong 
inflationary pressures, export prices increased 
sharply up to 1974 and again in 1977, lagging the 
international upswing by one year; they regained 
momentum in 1979 and 1980 as the world economy 
faced another surge of inflationary pressures. On the 
other hand, export prices suffered a setback in the 
years 1975, 1976 and 1978, largely reflecting, albeit 
with a time-lag, weakening demand conditions in 
developed market-economy countries. 

Reflecting world inflationary pressures, import 
prices have steadily increased. They showed particu
larly sharp increases in 1973, 1974 and 1979-1980. 
As can be seen from table 14, prices of manufactured 
goods have exerted continuous pressure on the 
import price index for developing countries. The 
impact of petroleum, on the other hand, is concen
trated in the years 1974 and 1979-1980. 

TABLE 14 

Net oil-importing developing countries: changes in current account deficits and factors contributing to changes in them 
(Billions of US dollars) 

1971 1972 1973 1974 1975 1977 1978 1979 1980 

1. Changes in current account . . . 
of which: 
1.1 Changes in trade balance 

deficits3 

2. Factors contributing to changes in 
trade balance b 

2.1 Net volume effect 
Export volume 
Import volume 

2.2 Net price effect 
Export price 
Import price 

3. Contribution to total import price 
effect 

Primary commodities (excluding 
oil) 

Manufactures 
Petroleum 

4. Memo item: 
Changes in invisibles and factor 

income payments 

3.0 

3.1 

1.1 
0.6 
0.5 
2.0 

-0.1 
2.1 

100 

14 
63 
23 

0.3 0.0 

Value, billions of US dollars 

-2.7 

-2.8 

-3.5 
-2.4 
-1.1 
0.7 

-1.7 
2.4 

0.3 

0.1 

-0.1 
-4.1 
4.0 
0.2 

-7.7 
7.9 

15.4 

13.3 

8.3 
0.1 
8.2 
5.0 

-16.0 
21.0 

3.8 

3.6 

-0.8 
-0.3 
-0.5 
4.4 
0.3 
4.1 

-9.3 

-7.3 

-10.1 
-9.2 
-0.9 
2.8 

-0.1 
2.9 

-2.5 

-0.2 

5.5 
-1.3 
6.8 

-5.7 
-11.0 

5.3 

10.4 

8.4 

1.6 
-7.2 
8.8 
6.8 
0.0 
6.8 

14.3 

10.3 

-7.1 
-5.0 
-2.1 
17.4 

-12.4 
29.8 

Percentage 

100 

23 
81 
-4 

100 

23 
58 
19 

100 

14 
40 
46 

100 

-10 
93 
17 

100 

5 
40 
55 

100 

21 
68 
11 

100 

11 
93 
-4 

100 

14 
47 
39 

Value, billions of US dollars 

1.6 2.4 1.0 1.7 1.1 3.1 4.4 

13.9 

-14.4 
-1.5 

-12.9 
28.3 

-16.5 
44.8 

100 

13 
33 
54 

Source. UNCTAD secretariat estimates. 
a Based on a sample of 63 net oil-importing developing countries accounting for 90 

per cent of total exports in 1979. 
bThe volume effect is qX(l+p) and the price effect pX, where X stands for the 

volume of exports in the previous year, q for the percentage change in export volume 
and p for the percentage price change in exports. The summation of these two effects 
expresses the change in the value of exports, given by X/(l+p)(l + q ) - l / . The relation
ship for imports is analogous. 
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The salient features associated with the variations 
in the purchasing power of exports of net oil-
importing developing countries during the decade of 
the 1970s (see chart 11) may be summarized as fol
lows: 

(a) There has been a systematic tendency for the 
shortfalls in the purchasing power of exports 
to increase over successive periods of the 
downswing. Thus, the shortfall in terms of 
trend values amounted to 2.5 per cent during 
the period 1970-1971, 14 per cent in 
1974-1975 and 18 per cent in 1979-1980; 

(b) The overage experienced during the upswing 
in 1976-1978 was not high enough to offset 
the shortfall experienced during the previous 
downswing; 

(c) With the exception of the period 1970-1971, 
when the terms of trade improved somewhat, 
both the terms of trade and export volumes 
moved in the same direction, falling during 
periods of the downswing and rising during 
the upswing; 

(d) While in 1974-1975 the shortfall was due in 
almost equal proportions to the terms of trade 
and export volume effects, in 1979-1980 most 
of the shortfall was attributable to the terms-
of-trade effect; 

(e) In both periods of upswing (1972-1973 and 
1976-1978), the dominant force accounting 
for overages in the purchasing power of 
exports was the export volume effect, with the 
terms of trade playing only a minor role. 

The deterioration of the trend in the purchasing 
power of exports during the 1970s is reflected in 
changes in policy responses on the part of deve
loping countries with regard to both imports and 
external finance. Thus, during the periods of 
downswing in 1970-1971 and 1974-1975, net oil-
importing developing countries did not reduce their 
imports in the face of shortfalls in the purchasing 
power of exports (see chart 3). On the contrary, their 
imports rose at rates above the trend, thanks to their 
recourse to external borrowing. The effort to keep 
import growth unaffected by downward phases of 
the cycle, however, was checked in the following 
periods. Indeed, the upswings of 1972-1973 and 
1976-1978 witnessed sizeable contractions in the 
volume of imports. While a lagged response to 
imbalances may partly account for this behaviour, 
growing difficulties in financing much larger deficits 
for a sufficiently long period explain this pattern. 
The increasing difficulties faced by developing coun
tries in securing development and payments finance 
to offset shortfalls in the purchasing power of 
exports are underlined by the containment of 
imports which has taken place during 1979-1980. 
During this downswing, the major part of the adjust
ment, nearly 90 per cent, was carried out by reducing 
the volume of purchases from abroad. 

While the experience of net oil-importing deve
loping countries sketched above has been broadly 
shared by those which are also MSA or least deve
loped, the last two groups experienced problems 
which have given rise to special concern. Since their 

exports in particular have been both price and 
demand elastic, their exposure to the vicissitudes of 
the external environment has been particularly 
severe. Particularly disturbing was the reduction of 
imports which in real terms contributed substantially 
to an actual decrease in the current account deficit in 
1971-1972, in 1976 and again in the last two years of 
the decade. For this group of countries, the evidence 
is clear: adjustment to adverse economic conditions 
has been carried out mainly by constraining import 
growth and restraining the capacity of the economy 
for rapid growth. The difficulties in financing cur
rent deficits which explain the severe adjustments 
undertaken through import containment are largely 
due to the fact that the traditional sources of finance 
of these countries failed to expand in a significant 
manner. 

The pattern of financing the current account defi
cits (see annex table A. 10) largely reflects the 
changes in the structure of financial flows to deve
loping countries that began to take place in the early 
1970s. Until 1973, the growth of official flows, both 
on concessional and non-concessional terms, and of 
multilateral disbursements, was such as to keep their 
share in financing current account deficits at 
between 50 per cent and 70 per cent. Private long-
term flows provided the balance of the total. This 
pattern of financing changed dramatically with the 
sharp increases in deficits which took place after 
1973. Notwithstanding some expansion in official 
flows in 1974 and 1975, their rate of growth 
remained well below that of current account deficits 
and actually fell in subsequent years. Similarly, 
while multilateral lending rose rapidly during the 
earlier part of the decade, its expansion slowed 
down, reflecting the difficulties encountered by these 
lending institutions in expanding the rate of their 
disbursements. While flows from OPEC countries in 
the context of their programme of economic co
operation with other developing countries have 
assumed increasing importance for many developing 
countries, their growth has not been sufficient to 
offset the continuing decline in the share of official 
flows from developed countries and multilateral 
institutions. Consequently, increased reliance has 
had to be placed on private long term flows, which 
became the dominant source of external financing 
for developing countries as a whole. 

Greater recourse to the private capital market 
remained, however, an option only to a relatively 
small number of developing countries, as market 
perception of creditworthiness largely determined 
their volume and distribution. Thus, in 1980, 10 
major developing country borrowers accounted for 
about 70 per cent of the total lending by interna
tional commercial banks. Wide concern has been 
expressed as regards the implication of the concen
tration of flows in a small number of developing 
countries on the one hand, and the viability of a 
financing strategy based on the capacity of bor
rowing countries to continue to absorb funds at the 
current interest rates, on the other. 

The International Monetary Fund, which was 
established to assist member countries to redress bal
ance-of-payments disequilibria, played a relatively 
modest role during the decade. While the level of its 
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CHART 11 

Average annual shortfalls in purchasing power of exports3 and their contributory factors6 for net oil-importing 
developing countries, 1970-1980 
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lending was not substantial, its support was mainly 
concentrated in the years of most acute distress. 
Indeed, member States were reluctant to seek IMF 
credit and did so only as a last resort. The reason for 
this is to be sought in the fact that both the basis of 
IMF resources and the terms and conditions 
attached to drawings were not in keeping with the 
kind of structural deficits that member States experi
enced in the 1970s. Recently, however, IMF has 
taken a series of steps with a view to bringing its pol
icies and resources into line with the adjustment 
problems facing developing countries. While it is too 
early to assess the impact of the new policies, it must 
be stressed that the need for adequate balance-of-
payments support from multilateral sources should 
now be viewed as a matter of urgency. 

The conclusions that emerge from the above dis
cussion may be summarized as follows. First, in the 
face of the large increases in current account deficits, 
net oil-importing developing countries resorted to a 
combination of adjustment and debt accumulation. 
Secondly, and directly stemming from short-com
ings in the international financial system, the MS As 
and the least developed countries were constrained 
to compress import volumes and long-term growth. 
Thirdly, countries able to secure non-official finance 
were able to avoid major disruption in their develop
ment programmes but in the process have begun to 
face increasing difficulties in pursuing a strategy of 
long-term financing in view of the high borrowing 
costs and uncertainties in capital markets. Fourthly, 
the contribution of the IMF to meeting the payments 
needs of its members has, so far, been modest. 

2. Debt accumulation and debt servicing costs 

An immediate consequence of the shift in the pat
tern of financing the current account deficits of net 
oil-importing developing countries noted earlier has 
been a faster accumulation of external debt. In the 
case of net oil-importing countries for which data on 
medium and long-term public and publicly guaran
teed debt are available (table 15), it can be seen that 
between 1967 and 1974 total debt outstanding grew 
at an average of 16 per cent per annum but during 
the period 1974-1979 reached 24 per cent per 
annum. 

The rapid growth of indebtedness has been accom
panied by major changes in the composition of the 
debt outstanding and in the attendant debt-servicing 
obligations. As regards the composition of debt, the 
dominant feature of borrowing in the 1970s was the 
increased importance of private sources of finan
cing. In 1967, the share of private funds in the total 
debt outstanding amounted to about 24 per cent; by 
1974 it had grown to 32 per cent and is estimated to 
have been more than 50 per cent in 1980. Within pri
vate flows, commercial bank lending has emerged as 
the most important source. Whereas it constituted 24 
per cent of total private flows in 1967, it is estimated 
to have constituted over 80 per cent of these in 1980. 

As a corollary to the changes in the structure of 
external debt, debt-servicing obligations have 
increased rapidly; during the period 1967-1974 debt 
service grew at about 18 per cent per annum; and, 

during the period 1974-1979, it accelerated to 32 per 
cent per annum. While the increase in debt service 
can be attributable both to an increase in the volume 
of debt and to the higher cost of borrowing, the latter 
is assuming greater importance. 

TABLE 15 

Selected indicators of debt and debt service of net oil-importing 
developing countries: 1967, 1970, 1974 and 1979 

Indicator 

Debt service/Debt outstandinga 

Total 
of which: 

MSAs 
LDCs 

1967 1970 1974 

(percentages) 

Debt service/Exports of goods and services 
Total 

of which: 
MSAs 
LDCs 

Interest/Exports of goods and services 
Total 

of which: 
MSAs 
LDCs 

Interest/GDP 
Total 

of which: 
MSAs 
LDCs 

Debt outstanding/GDP 
Total 

of which: 
MSAs 
LDCs 

Debt outstanding/Reserves 
Total 

of which: 
MSAs 
LDCs 

Memo item 
Debt outstanding b 

Official 
Private 

Debt service . . . . 
Amortization . . 
Interest 

11.0 

7.0 
5.4 

12.0 

14.0 
7.9 

3.7 

4.5 
2.7 

0.5 

0.4 
0.3 

15.5 

19.4 
15.9 

352.4 

709.1 
393.5 

12.5 

7.5 
5.1 

9.5 

11.6 
8.2 

3.4 

3.5 
2.8 

0.6 

0.4 
0.3 

15.4 

19.4 
19.8 

299.7 

704.1 
493.9 

16.8 

6.7 
4.1 

19.5 

22.1 
14.9 

7.0 

8.0 
5.3 

1.3 

0.6 
0.5 

25.9 

28.1 
39.6 

368.1 

533.3 
532.4 

(in billions of US dollars) 

30.5 
23.1 
7.3 
2.8 
2.0 
0.8 

45.2 
32.4 
12.8 
4.5 
3.1 
1.4 

86.1 
58.8 
27.3 
8.8 
5.6 
3.2 

261.5 
145.4 
116.1 
35.7 
22.7 
13.0 

Source: UNCTAD secretariat calculations, based on data provided by the United 
Nations Statistical Office and the World Bank. 

" Ratio of debt service in the current year to debt outstanding in the previous year. 
b The data refer to disbursed and undisbursed public and publicly guaranteed external 

debt as reported to the World Bank. 

With respect to borrowing costs, table 16 shows 
the changes in the average terms of lending to deve
loping countries. As a result of shortening maturities 
and widening borrowing margins, the total grant ele
ment35 of loan commitments on account of both offi
cial and private credits was systematically eroded 
throughout the 1970s. Whereas it averaged about 36 

16. 
'For the definition of the grant element, see the note * to table 
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per cent in the 1960s - and was well above the cur
rent ODA norms on concessionality - it declined in 
each of the years since 1970, from 31 per cent at the 
start of the decade to about 7 per cent by 1979. As 
disbursed loans mature and an increasing share of 
new borrowings takes place at variable interest rates, 
the overall terms of borrowing are likely to harden 
further. 

TABLE 16 

Average terms of loan commitments to developing countries 
of official and private creditors 

Year 

1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 

Amount* 
committed 
(billions 
ofUSS) 

7.0 
6.9 
8.3 
8.4 
9.1 

14.1 
15.9 
20.2 

,27.1 
40.8 
46.3 
57.1 
62.5 
81.5 
88.0 

Interest rale 
(per cent) 

4.0 
4.1 
4.6 
4.7 
5.1 
5.3 
5.7 
5.6 
6.6 
7.1 
6.9 
6.8 
6.9 
7.9 
9.5 

Malurit) 
(years) 

19.9 
21.0 
17.1 
19.6 
18.6 
19.3 
18.0 
17.6 
18.5 
17.1 
15.4 
14.5 
14.0 
14.7 
14.0 

Grant elementb 

(per cent) 

40 
41 
34 
36 
33 
31 
28 
27 
23 
20 
20 
18 
18 
14 
7 

Source: UNCTAD secretariat calculations, based on World Bank: World Debt Tables, 
various issues. 

a This column refers to flows on which information on loan terms is available for the 
period 1965-1979. 

b In the case of loans, the grant element is obtained by taking the difference between 
the face value of a loan and the discounted present value of the stream of repayments, 
and the difference is then expressed as a percentage of face value. Thus, when the 
interest rate on a loan equals the rate of discount (the DAC practice is too apply a 
uniform rate of 10 per cent) the grant element is zero. 

The question of the capacity of the developing 
countries to service their mounting external obliga
tions has become more critical because of their 
growing trade deficits, the rising cost of external bor
rowing and doubts about the capacity of the banking 
system to continue intermediate at the same pace as 
in the 1970s. A widely accepted measure of a 
country's capacity to service its debt is the debt-ser
vice ratio. As may be seen from table 15, this ratio 
deteriorated in those countries during the period 
1970-1979; since 1974, the ratio increased each year 
and in 1979 debt servicing was equal to about 20 per 
cent of their exports of goods and services. As the 
amortization component of debt servicing is, as a 
rule, rolled-over, it is interesting to examine the 
interest-service ratio (i.e., the ratio of interest pay
ments to exports of goods and services). The same 
table shows that this ratio remained roughly constant 
for the net oil-importing developing countries and 
the least developed countries during the period 
1970-1974 and actually fell slightly for the MSAs. 
Since then, however, it has doubled for net oil-
importing developing countries as a whole - rising 
from 3.4 per cent in 1974 to 7 per cent in 1979; for 
the MSAs the increase was even greater - from 3.5 
per cent to 8 per cent. Also of interest is the relation

ship between interest charges and gross domestic 
product. This ratio provides a useful measure of the 
burden placed by servicing obligations on the pro
ductive capacity of the economy. As may be seen 
from table 15, while this ratio remained roughly con
stant between 1970 and 1974, it increased rapidly 
from 1974 onwards and for net oil-importing deve
loping countries as a whole accounted for just over 
1.3 per cent of GDP in 1979 compared with 0.5 per 
cent in 1970.36 

The influence of the sharply growing volume of 
debt and debt servicing in the context of a deterio
rating international economic environment has 
meant that a growing number of developing coun
tries are encountering difficulties in managing their 
external debt. Indeed, in a number of cases, the diffi
culties have led to the reorganization of their debt in 
a multilateral context. Since 1956, 16 developing 
countries have been involved in 47 multilateral debt 
renegotiations but, during the period 1975-1980, as 
many as 11 countries were involved in 18 renegotia
tions. 

As a result of the detailed intergovernmental 
deliberations in UNCTAD on the scope and nature 
of multilateral debt reorganization, a wide consensus 
has emerged on dealing with future debt operations. 
Thus, on the basis of Trade and Development Board 
resolutions 132 (XV) and 165 (S-IX), section B, and 
resolution 222(XXI) adopted more recently by the 
Board, a coherent framework has now been built to 
deal with the process of reorganizing the official bil
ateral debt of interested developing countries. 

In section B of Board resolution 165 (S-IX), four 
basic concepts common to various approaches to 
debt reorganization were identified. These 
approaches form the essential elements of the agreed 
guidelines embodied in Board resolution 222 (XXI). 
Thus, from an institutional standpoint, policy mea
sures to deal with this aspect of the debt problem 
appear to have been strengthened. Nevertheless, 
considerable scope remains for further evolving this 
framework, so as to take into account the totality of 
external debt, including private debt. 

C. Economic co-operation among developing countries 

For a long time the economies of developing 
countries were linked through a "vertical division of 
labour" to their respective metropolitan countries in 
a bipolar relationship which severely limited the evo
lution of trade and other economic exchanges 
among these countries. In consequence, developing 
countries find themselves in a special position of 
structural dependence in their economic relations 
with their former colonial powers. This dependence 
is not confined to trade, but can be observed equally 
in other major areas of their external economic rela
tions - money and finance, technology, international 

"As was noted in part I above, interest payments have 
increased sharply in 1980 and 1981, principally as a result of the 
monetary policies followed in leading economies. Thus, Euro
dollar rates in London have increased from 8.7 per cent in 1978 to 
12.0,14.4 and 17.4 per cent, respectively, in 1979,1980 and 1981. 
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transport, marketing and distribution, banking, 
insurance, etc., and thus imposes not only costs 
(direct and indirect) on the developing countries but 
also constraints on their development process. It is 
in this context that economic co-operation among 
developing countries (ECDC), based on the concept 
of collective self-reliance, has assumed in recent 
years a major significance for providing developing 
countries with a more autonomous role in their own 
development process and in world economic devel
opment as well as for bringing about necessary struc
tural changes in the international economy. 

In various international forums developing coun
tries have expressed their determination to pursue 
actively the promotion of economic and technical 
co-operation among themselves as a basic compo
nent of efforts towards the establishment of the New 
International Economic Order. In this context, their 
commitment to the effective implementation of the 
Arusha Programme for Collective Self-Reliance, as 
well as to the programmes in those fields agreed at 
Mexico City, Havana and Buenos Aires, and to 
regional programmes, including the Lagos Plan of 
Action for the Implementation of the Monrovia 
Strategy for the Economic Development of Africa, is 
of critical importance. This commitment was rein
forced at the recent High-level Conference on Econ
omic Co-operation among Developing Countries 
held in Caracas, Venezuela, in May 1981. 

TABLE 17 

Trends in trade among developing countries (DCs), 1960-1979 

I960 1965 1970 1975 

A. Values (in billions of US dollars) 

Allproducts 
Intra-regional trade . 
Interregional trade . . 
Total intra-trade . . . 
Total exports of DCs . 

Excluding fuels 
Intra-regional trade . 
Interregional trade . . 
Total intra-trade . . . 
Total exports of DCS . 

Allproducts 
Intra-regional trade 
Interregional trade . 
Total intra-trade . . 
Total exports of DCs 

Excluding fuels 
Intra-regional trade 
Interregional trade . 
Total intra-trade . . 
Total exports of DCs 

4.49 
1.61 
6.10 

27.40 

2.81 
1.02 
3.83 

19.80 

5.47 
2.04 
7.51 

35.92 

3.61 
1.24 
4.85 

24.64 

7.81 
3.36 

11.17 
55.02 

5.48 
1.86 
7.34 

36.89 

24.72 
24.65 
49.37 

211.22 

15.83 
7.46 

23.29* 
85.65 

B. Percentages 

16.4 
5.9 

22.3 
100.0 

14.2 
5.1 

19.3 
100.0 

15.2 
5.7 

20.9 
100.0 

14.7 
5.0 

19.7 
100.0 

14.2 
6.1 

20.3 
100.0 

14.9 
5.0 

19.9 
100.0 

11.7 
11.7 
23.4 

100.0 

18.5 
8.7 

27.2 
100.0 

53.82 
49.25 

103.07 
416.61 

35.82 
18.62 
54.43 

180.86 

12.9 
11.8 
24.7 

100.0 

19.8 
10.3 
30.1 

100.0 

Source United Nations, Monthh Bulletin of Statistics, July 1981, and UNCTAD 
secretariat estimates 

1. Trends in trade among developing countries 

During the 1970s trade among developing coun
tries grew at a faster rate than their trade with the 
developed countries, reflecting a reversal of the ear
lier trend evident in the 1960s (see table 17). Between 
1970 and 1979 exports of developing countries to 
each other increased from 20.9 per cent to 24.7 per 
cent of their total exports, after having fallen from 
22.3 per cent in 1960. A striking feature of the expan
sion of trade among developing countries during the 
1970s was that interregional trade grew much faster 
than trade within each of the major geographical 
regions of developing countries and consequently 
the share of the intra-regional component in the 
total trade among developing countries declined 
from some 70 per cent in 1970 to 52 per cent in 1979. 
During the 1960s, however, both the components -
intra-regional and interregional - had grown at 
almost the same rate. 

Table 17 also shows the trends in trade among 
developing countries for all commodities excluding 
fuel. Here again, the data show a substantial increase 
during the 1970s of the share of developing coun
tries' exports accounted for by exports to other deve
loping countries (from 19.9 per cent in 1970 to 30.1 
per cent in 1979), in contrast to the 1960s, when the 
share stagnated. Furthermore, while the intra-
regional component of this trade remained the major 
one, there was a tendency for the interregional com
ponent to increase relative to that of the intra-
regional component during the 1970s, reversing the 
trend of the previous decade. 

A number of factors explain the rapid expansion 
of trade among developing countries. One was the 

tendency to recession and slower economic growth 
in the developed countries, with a subsequent weak
ening of their import demand, and led to growing 
protectionism in developed countries which was 
directed mainly against low cost imports. On the 
other hand, developing countries as a group were 
able to maintain a relatively high growth of GDP 
during the 1970s, and thus provided each other with 
relatively buoyant markets for each other's exports. 
This pattern in the 1970s therefore represented an 
important departure from the experience of earlier 
years, and suggests a tendency towards less reliance 
on the growth of markets in the developed countries 
for the trade and economic expansion of developing 
countries. To what extent this tendency reflects 
deep-seated structural changes that are likely to per
sist and evolve further in the years ahead, and to 
what extent they reflect the special circumstances of 
the 1970s, is, however, as yet not entirely clear. 
Among the special circumstances of the 1970s that 
were undoubtedly important was the impact of the 
spectacular increase in export earnings of the oil-
exporting developing countries on their import 
capacity and import demand, and the possibilities 
which this opened up for new and rapidly growing 
export markets for other developing countries. 

A second explanatory factor is that this period 
also witnessed a growing awareness among deve
loping country exporters of the potential markets for 
their exports in other developing countries, and a 
more determined effort on their part to diversify 
their export markets. Furthermore, a number of 
developing countries have emerged in the 1970s as 
major exporters of manufactures, and have been 
able, to an important extent, both to penetrate the 
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markets of developed countries for these products 
and to capture an increasing share of the growing 
markets in the developing countries. The importance 
of manufactures in the growth of trade among deve
loping countries is reflected in the increasing share 
of manufactures in this trade (in trade excluding pet
roleum), rising from 26.9 per cent in 1960 to 51.6 per 
cent in 1979, with the strongest increase being ref
lected in the important product group of machinery 
and transport equipment, the share of which rose 
from 3.6 per cent in 1960 to 17.5 per cent in 1979. 
There was a corresponding fall in the share of food 
products and of agricultural raw materials (see table 
18). 

TABLE 18 

Commodity structure of trade among developing countries, 
1960-1979 

I960 1965 1970 1975 1979 

A. Per cent of total trade among developing countries2 

Total 
Food 
Agricultural raw 

materials 
Manufactures 

Total 
Machinery and 

transport equip
ment 

All other products b . 

100.0 
43.2 

22.9 

26.9 

3.6 
7.0 

100.0 
44.4 

13.8 

34.1 

5.9 
7.6 

100.0 
31.3 

16.4 

42.6 

8.9 
9.7 

100.0 
33.4 

9.8 

48.2 

15.3 
8.6 

100.0 
29.0 

10.0 

51.6 

17.5 
9.4 

B. Per cent of total developing countries' exports a to all destinations 
Total 
Food 
Agricultural raw 

Manufactures 
Total 
Machinery and 

transport equip
ment 

All other products b . . 

100.0 
45.5 

24.7 

12.0 

0.9 
17.8 

100.0 
48.6 

17.9 

17.1 

1.7 
16.4 

100.0 
40.1 

15.1 

24.4 

3.9 
20.4 

100.0 
39.4 

10.1 

35.8 

8.4 
14.7 

100.0 
32.4 

10.9 

44.4 

12.1 
12.2 

Sources: United Nations, Month!) Bulletin of Statistics, July 1981. and UNCTAD 
secretariat estimates. 

* Excluding fuels. 
b Minerals, ores, iron and steel and non-ferrous metals. 

Third, the dynamism in trade among developing 
countries was partly induced by the deliberate trade 
policy measures adopted by those countries com
prising tariff and non-tariff measures and strength
ening of subregional and regional groupings as well 
as various other forms of intergovernmental co
operation. 

The trends in the structure of trade among deve
loping countries during the 1970s should, however, 
be seen in the light of the trend in the structure of 
their exports as a whole (excluding petroleum), 
which also shows a dramatic rise in the share of 
manufactures (from 12 per cent in 1960 to 44.4 per 
cent in 1979) and of machinery and transport equip
ment (from 0.9 per cent to 12.1 per cent), with a 
corresponding decline in the share of food and agri

cultural raw materials (from 45.5 per cent to 32.4 per 
cent and from 24.7 per cent to 10.9 per cent, respec
tively). This changed composition indicates that the 
changing structure of trade among developing coun
tries reflected the changing structure of their exports 
as a whole. In fact the data in table 19 indicates that 
since 1960, while developing countries as a whole 
have been relying more on their own markets for 
their exports of food products, agricultural raw 
materials and mineral ores, similar reliance for their 
exports of manufactured goods has been falling (the 
share of mutual trade in manufactured goods their 
total trade having fallen from 42.7 per cent in 1960 
to 35 per cent in 1979). This suggests a movement 
towards a more balanced pattern of interdepen
dence, with developing countries now trading more 
among themselves in their traditional food and raw 
materials exports on which they have been so 
dependent on markets in the developed countries, 
while emerging as competitive exporters of manufac
tures to developed countries, with less reliance on 
regionally protected markets in other developing 
countries for such exports. 

TABLE 19 

Share of intra-trade in total exports of developing countries, 
by major commodity groups 

Commodity 
group 
(SITC) 

Food 
(0+1+22+4) . . . 

Agricultural raw 
materials 
( 2 - 2 2 - 2 7 - 2 8 ) . . 

Minerals and ores 
(27+28) 

Fuels 
(3) 

Iron and steel 
(67) 

Non-ferrous metals 
(68) 

Manufactured goods 
(5 to 8 less 67+ 68) . 

All commodities 
(0-9) 

In billions 
ofUSS 
1979' 

57.9 

19.5 

9.5 

235.7 

4.2 

8.2 

79.3 

416.6 

In per cent 

I960 1965 1970 1975 1979 

18.2 

17.4 

3.7 

29.7 

40.9 

6.0 

42.7 

22.3 

17.4 

14.8 

5.6 

23.6 

64.4 

6.2 

38.0 

20.9 

15.4 

21.5 

6.4 

21.1 

47.0 

6.3 

34.5 

20.3 

22.8 

26.3 

8.1 

20.8 

51.5 

17.0 

36.3 

23.3 

27.0 

27.6 

12.0 

20.6 

52.4 

21.0 

35.0 

24.7 

Source. United Nations, Monthly Bulletin of Statistics, July 1981, and UNCTAD 
secretariat estimates. 

a For reference only. Data refers to the value of trade among developing countries. 

In interpreting these developments, however, it 
has to be borne in mind that the bulk of the expan
sion of exports of manufactures from developing 
countries is accounted for by only a handful of coun
tries, and that the large majority of developing coun
tries have not shared to any significant extent in this 
expansion. Consequently, the pattern presented by 
these overall figures, especially in regard to trade in 
manufactures, the most dynamic growth sector both 
for trade among developing countries and for deve
loping countries' total exports, is not necessarily 
representative of the situation and experience of 
many, or perhaps most, individual developing coun
tries. 
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Moreover, there has been growing recognition 
among developing countries that while trade among 
developing countries and its product diversification 
may continue to expand in response to market 
prices, for the realization of the full potential for this 
expansion-conscious policies and actions, including 
establishment of institutions, mechanisms and 
arrangements for promoting trade and economic 
collaboration among developing countries, are of 
vital significance. This is because a number of fac
tors - some of the most important of which are his
torical ties, flows of market information, transport 
links, and the role of transnational corporations of 
developed countries in international trade - tend to 
favour vertical trade links between developed and 
developing countries and thus act as barriers to the 
growth of trade among developing countries. Conse
quently, over the last two decades developing coun
tries have taken initiatives which are aimed at pro
viding a framework for an institutional and struc
tural change conducive to the expansion of trade 
among themselves. While in the early stages these 
initiatives focused on the establishment of subre
gional and regional integration schemes, more 
recently a more ambitious approach has been agreed 
upon, stemming from the initiatives of the Mexico 
City Conference, which called for the establishment 
of a Global System of Trade Preferences among 
developing countries (GSTP). On the basis of tech
nical studies carried out by the UNCTAD secre
tariat, the Arusha Ministerial Meeting of the Group 
of 77 endorsed certain guidelines for the negotiation 
of a GSTP and set in motion a process for its nego
tiation. 

2. Monetary and financial co-operation 

During the 1970s monetary and financial co
operation has emerged as a very important instru
ment for strenghtening economic co-operation 
among developing countries and their collective 
self-reliance. Developing countries have adopted a 
number of measures over the past decade in the area 
of money and finance to facilitate economic co
operation among themselves. These include the for
mation of regional and subregional payments 
arrangements in the form of clearing houses, pay
ments unions and reserve centres (often within the 
context of trade integration schemes), and the esta
blishment of multinational development finance 
institutions and national development funds for 
external assistance. The possiblity of broadening the 
regional and subregional clearing arrangements 
among developing countries into a scheme for the 
developing countries as a whole has also been sug
gested as an important initiative in support of their 
mutual trade. In addition, consideration may be 
given to instituting a global system of clearing 
arrangements among developing countries. 

In the field of development finance, co-operative 
efforts of developing countries during the 1950s and 
1960s were reflected in the establishment of the 
regional development banks in Latin America, 
Africa and Asia, as well as in the formation of subre
gional development banks, for example, in East 
Africa and in the Caribbean. In the decade of the 

1970s, however, financial co-operation among deve
loping countries has taken on new dimensions, with 
the establishment of a large number of development 
funds, either individually or collectively, by capital 
surplus developing countries, essentially members of 
OPEC, for increasing resource flows to developing 
countries in need of development finance. Net finan
cial flows (i.e. disbursements less repayments) from 
OPEC member countries to developing countries 
totalled $5.2 billion in 1979, about 60 per cent of 
these flows being on concessional terms. An 
important feature of OPEC financial assistance to 
the developing countries is the untied nature of this 
aid, including a large share of general support assist
ance not tied to specific projects. Moreover, finan
cial flows on concessional terms in 1979 from OPEC 
member countries to other developing countries, as a 
proportion of their combined GNP, were far greater 
than the corresponding flows from developed 
market-economy countries, being 1.44 per cent of 
GNP, compared with ODA transfers from DAC 
members countries of 0.32 per cent of GNP (see 
table 20). 

TABLE 20 

Comparative ODA performance of major donor groups 

DACa 

OPEC 
CMEAb 

DACa 

OPEC 

CMEAb . 

DACa 

OPEC 

CMEAb 

ODA (millions of US dollars) 

1975 

13022 

5517 

1437 
266 

1978 

18794 

4338 

1266 
224 

1979 

20876 

5197 

1852 
560 

ODA as percentage of GNP 

1975 

0.34 

2.94 

0.13 
0.02 

1978 

0.33 

1.38 

0.09 
0.02 

1979 

0.32 

1.44 

0.11 
0.03 

Percentage of total ODA 

1975 

65 

27 

8 

1978 

77 

18 

5 

1979 

75 

18 

7 

Source: OECD, Development Co-operalioir 1980 Review, Paris, 1980. 
a Refers to the members of the Development Assistance Committee of the OECD. 
b The first row includes aid to Cuba, Democratic People's Republic of Korea and Viet 

Nam. The second row excludes aid to those three countries. 

Another significant feature of policies relating to 
resource transfers from members of OPEC to other 
developing countries is the emphasis on joint ven
tures 37 in agricultural and industrial projects located 

"Perhaps the most important example of such co-operation is 
the ten-year proposal for the development of the vast agricultural 
potential of the Sudan, with the assistance of the Arab Authority 
for Agricultural Investment and Development (an organization 
having 12 Arab governments or members) to help meet the food 
deficits of the Arab countries. 
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in the capital-importing countries and serving the 
mutual interests of the parties involved. This 
approach opens up vast possibilities for combining 
the capital resources of capital surplus developing 
countries with the land, human and other resources 
of other developing countries in a joint and co
operative effort to meet their individual develop
ment needs within the framework of collective self-
reliance. Some developing countries have the 
capacity to produce food surpluses but lack the 
necessary capital. There are therefore important 
opportunities for ECDC, in the realm of food secu
rity, for food-deficit, capital surplus developing 
countries. Joint investment projects for the develop
ment of mineral and raw materials resources of 
developing countries, including in particular pro
jects for their processing, also offer important oppor
tunities for exploiting the link between the needs of 
capital surplus and other developing countries. 

3. Human capital and the mobility of labour 

Another noteworthy feature of ECDC during the 
1970s is in the area of increased mobility of labour. 
As a result of the expanding development and indus
trialization programmes undertaken by OPEC 
member countries, there was a sharp increase in the 
demand for skilled and unskilled labour in these 
countries. Thus, there was an increased movement of 
labour from the developing countries of North 
Africa and South Asia to the OPEC countries, espe
cially those of the Persian Gulf region. Although this 

migratory flow cannot yet be fully documented, 
there is no doubt that it has been of critical import
ance both to the recipient and to the supplying coun
tries. The remittances of workers to their home coun
tries have become an increasingly important source 
of foreign exchange to many developing countries. It 
is estimated that in 1979 such remittances amounted 
to $10 billion.38 Equally, these labour inputs have 
contributed to the maintenance of the tempo of 
development in the recipient countries. 

In spite of the • current international economic 
crisis and its attendant disturbed conditions, the 
developing countries have been able to pursue econ
omic co-operation among themselves. The growth 
and evolving pattern of their trade has bolstered 
their confidence in collective self-reliance and cush
ioned them from the impact of frustration and disap
pointment arising from failure to make any real 
progress in recent international economic negotia
tions. There have also been a number of encouraging 
developments favouring ECDC. These develop
ments confirm that there is a perceived readiness on 
the part of the developing countries to deepen and 
broaden exchanges among themselves, not only in 
the political arena, but also in the economic and 
technical fields. 

^Annex table A.9 gives data on unrequited transfers in 
1970-1979 for selected developing countries. These transfers con
sist mainly of remittances. 
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Chapter 4 

Unlike most developing countries, China has fol
lowed a road of development, based on central plan
ning and national self-reliance. 

The rapid pace of economic development in 
China was accompanied by large structural shifts 
between sectors. Manufacturing and, in particular, 
heavy industry has been given high priority. As is 
often the case during periods of rapid growth, sec
toral imbalances arose which created serious prob
lems of adjustment. The balance between agricul
tural and industrial production was especially deli
cate. Sustained harvest failures led to major policy 
changes in the period following the Great Leap For
ward (1958-1960). Since then, there has been a shift 
in the relative importance attached to agriculture, 
although the growth of heavy industry has continued 
to outpace all other sectors. 

Another noteworthy feature has been China's 
ability to attain relatively high growth rates while at 
the same time succeeding in eradicating absolute 
poverty and in cutting off the extreme "tails" of 
income distribution,39 a major accomplishment 
which is in contrast to the growth experience of most 
other developing countries. 

This chapter provides a brief review of the trans
formation which has taken place in China during the 
post-war period and identifies the major policy 
shifts that have taken place; it also includes an 
examination of the evolution of China's foreign 
trade and its relationship to economic development. 

A. Structural transformation and development 

1. 1949-1952: Reconstruction and reform 

When the Communist Party of China came into 
power in October 1949, it was faced with the enor
mous task of economic reconstruction and develop
ment. The task of material development was accom
panied by the drive to restructure the society on a 
new political, cultural and economic basis. The 
system of the Soviet Union was adopted as a basis 
for China's economic development, although the dif
ferences in the economic background and conditions 
between the two countries were substantial.40 

"Nevertheless, there still remain substantial income differen
tials among various groups. 

40On the eve of its First Five-Year Plan (1928-1932), the Soviet 
Union had already developed a significant industrial base, and 
agricultural productivity, although low, was at least sufficient to 
sustain an industrialization programme. The Chinese economy, 
on the other hand, was preponderantly agricultural in nature, 
over-populated and relatively backward in technology. 

During this period a nationwide land reform was 
undertaken together with steps to provide for the 
takeover of certain industrial enterprises by the 
State. By the end of the period, China was able to 
surpass the pre-war peak levels in both industrial 
and agricultural production. 

2. 1953-1957: The transition to socialism 

The period 1953-1957 corresponded to that of the 
First Five-Year Plan. The Plan consisted of various 
interlocking objectives, stressing national power, 
economic independence and a reform of the capital
istic structure of the country. It emphasized the 
development of the industrial sector in general and 
producer goods in particular. Relatively little atten
tion was given to agriculture.41 

In terms of the objectives of the First Five-Year 
Plan, plan fulfilment was outstanding. Through sus
tained investment in heavy industry, and by concen
trating on large plants equipped with modern tech
nology, the Chinese economy was ushered into the 
stage of industrialization. 

Between 1953 and 1957, national income (net 
material product) in real terms increased at an 
average annual rate of 9 per cent. During the same 
period, the rates of growth of agriculture and 
industry were 4.8 per cent and 19.6 per cent respec
tively (see chart 12 and annex table A. 18). The 
average annual rate of increase of iron and steel 
output during the plan quinquennium was over 30 
per cent. As a result, the contribution of industry to 
national income increased from 18 per cent to 26 per 
cent, largely at the expense of agriculture (nearly 50 
per cent in 1952 and less than 40 per cent in 1957). 

While its role as a consumer of resources was min
imized, agriculture had the crucial task of providing 
the bulk of the resources needed for industrializa
tion: food for consumption, raw materials for light 
industry, and exports to finance imports of capital 
equipment. This asymmetrical treatment of agricul
ture was based on the expectation that this sector 
could generate and sustain its own growth primarily 
through reorganization. Indeed, agriculture experi
enced a process of rapid collectivization42 during this 

"'According to the Plan, only 8 per cent of State capital invest
ment was to be allocated to agriculture, as compared to 59 per 
cent for industry and 19 per cent for transport and communica
tions. 

42The speed of collectivization far exceeded the expectations of 
the Chinese leaders. In 1953, the original official target date for 
achieving complete socialization was 1967. In 1955, it was adv
anced to 1960 and subsequently to 1958. 
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period. It started with the transformation of indi
vidual farming to mutual aid teams in 1953-1955, 
which was followed by an upsurge in the formation 
of "lower" co-operatives in 1956-1957. By the end 
of 1957 collectivization was practically completed, 
with about 97 per cent of the peasant households 
having been organized into co-operatives. 

The decision to accelerate collectivization in 1955 
was prompted by several problems that had emerged 
after the land reform. Of particular concern to the 
authorities was the reappearance of income dispari
ties among peasants and inadequate local organiza
tion to carry out public works and acquire agricul
tural machinery. 

In the industrial sector investments were directed 
to the construction of large State-owned plants. At 
the same time, private ownership of existing enter
prises was converted to socialist forms, an operation 
which was practically completed by 1957. 

3. 1958-1960: The Great Leap Forward 

In 1958, the authorities launched the Great Leap 
Forward.43 This called for a sharp upsurge in output 
at a rate substantially higher than in the first plan 
quinquennium, through the parallel development of 
agriculture and industry; large and small plants were 
to expand production by using modern and indige
nous methods of production respectively. The 
expansion of agricultural output was to be aided by 
the programme of establishing agricultural com
munes throughout the countryside. These measures 
formed the essence of the policy known as "walking 
on two legs".44 

In addition to the planned expansion of large-
scale industry, the policy of "walking on two legs" 
contained the objective of establishing an additional 
industrial front consisting of numerous small pro
duction units employing labour-intensive methods. 
On the agricultural side, 1958-1959 saw the rapid 
transformation of co-operatives into even larger 
units called "people's communes". The dramatic 
changes in rural organization, however, failed to 
fulfil the ambitious targets set for agriculture. Bad 
weather, which resulted in a poor harvest in 1959, 
prevailed again in 1960, and accentuated the food 
shortage which had developed in the previous year. 
The difficulties were compounded by the abrupt and 
complete withdrawal of all Soviet technicians in 
mid-1960. 

4. 1961-1965: Readjustment and consolidation 

The failure of the Great Leap Forward led to a 
new economic policy of "readjustment, consolida
tion, filling-out and raising standards". Apart from 

"This period is sometimes referred to as the Second Five-Year 
Plan. It was short-lived because of harvest failures in 1959 and 
1960, among other reasons. 

"Such policies constitute a distinct departure from Soviet prac
tice, for they have no counterpart in Soviet planning. In the case 
of the iron and steel industry, the policy led to the construction of 
"backyard furnaces" on a nationwide basis. 

a concern with the quality of output, it called for a 
reversal of the sectoral priorities adopted in 
1953-1957 and implicit in the Great Leap Forward. 
The basic development theme became "agriculture 
as the foundation and industry as the leading 
factor". The most important task of all other sectors, 
including industry, trade and transportation, was the 
support of agriculture. Despite the shift of emphasis 
towards agriculture, the harvest failed for the third 
successive year in 1961, due to bad weather, resulting 
in the import of food grains on a large scale for the 
first time since 1949. To restore and increase agricul
tural production, successive steps of decentralization 
were undertaken. The production teams became 
more or less independent operating units. 

During this period, the chemical industry became 
one of China's fastest-growing industrial sectors 
because of the high priority assigned to agricultural 
chemicals, especially chemical fertilizers, pesticides 
and insecticides. The efforts to mechanize agricul
ture were supported by a rapid expansion of the pro
duction of agricultural machinery. In addition, syn
thetics were introduced as raw materials to reduce 
industry's dependence on the vagaries of agricultural 
production, on the one hand, and to release agricul
tural resources for the provision of foodstuffs, on the 
other. The extractive industries were also singled out 
for expansion and registered impressive gains in 
output. Special emphasis was placed on the expan
sion of the petroleum industry. Available estimates 
show that production of crude oil grew at an average 
annual rate of about 13 per cent during 1961-1965. 

5. 1966-1976: The Cultural Revolution and 
its aftermath 

The trend of economic recovery was interrupted 
when the nature of the socialist education move
ment, which was initiated late in 1962, was trans
formed in mid-1966 into the Great Proletarian Cul
tural Revolution. The Revolution swept across the 
country and led to widespread dislocations in trans
portation and production. Industrial production 
declined sharply, by 13.9 per cent in 1967 and 9.7 per 
cent in 1968. Internal order was not restored until 
1969 by the People's Liberation Army, and was fol
lowed by a period of reconstruction lasting until 
1976.45 

There is no information that can be used to eval
uate the impact of these events on the production 
system, or the speed of the recovery following the 
restoration of order. The basic policy of "agriculture 
as the foundation and industry as the leading factor" 
appeared to have remained unchanged. However, 
priorities for the extractive industries were raised 
and emphasis placed on lowering production costs 
and elevating the level of self-sufficiency. Between 
1966 and 1977 the level of industrial production just 
about doubled. 

45A Fourth Five-Year Plan (1971-1975) was announced in 
1971. However, as in the case of the Third Five-Year Plan 
(1966-1970), not much is known of its contents. 

54 



6. 1977 onwards: Modernization and adjustment 

With the resumption of overall planning, the pro
gramme of "four modernizations of agriculture, 
industry, science and technology, and national 
defence", first announced in 1964 was reinstated. In 
an apparent effort to make up for the setback suf
fered by the economy during the period of the Cul
tural Revolution, ambitious production targets were 
formulated. As part of the expansionary process, real 
national income rose by 8.3 per cent in 1977 and 12.0 
per cent in 1978, while industrial output registered 
increases of 14.3 per cent and 13.5 per cent respec
tively. Agricultural production stagnated in 1977 but 
grew by 8.9 per cent in 1978. 

By the end of 1978, however, inter-sectoral imbal
ances emerged once again. Foodstuffs (other than 
grain) were in short supply, as were various con
sumer goods. More acute were shortages in energy, 
power, building materials and certain key raw mate
rials for industry. Growth in agriculture in particular 
continued to lag behind development in the indus
trial sector. Accordingly, in mid-1979, a revised 
three-year transitional development programme was 
introduced under the heading, "readjustment, res
tructuring, consolidation and improvement", with 
the objective of increasing productive capacities in 
agriculture, industrial consumer goods and in export 
branches through an adjustment of financial and 
investment policies.46 

As a result, for the first time since the inauguration 
of central planning, growth in heavy industry in 
1979 lagged behind that of light industry. On the 
agricultural front, grain output reached a record 
level in 1979 but declined slightly in 1980 due to 
poor weather conditions. There were, however, 
impressive increases in 1980 in the production of 
other food crops, as well as of cash crops such as 
cotton and oilseeds. 

While there is no denying the remarkable achieve
ments of China in its development efforts, economic 
growth has taken place mostly in spurts and subject 
to disruptions brought about by non-economic fac
tors. The Chinese planners are evidently still experi
menting with alternative policies, including those for 
promoting efficiency in production management, 
which would eliminate the need for stop-go mea
sures and enable the economy to achieve a more 
steady and balanced growth within the framework of 
overall planning. 

B. External trade and economic relations 

China has always stressed the importance of self-
reliance. Moreover, the country is so large that 
external trade47 is expected to continue to be com-

"* Besides lowering the scale of capital construction, announced 
in 1977, there was an overall reduction in the production levels set 
for heavy industry, including a 6 per cent cut in those of steel, oil 
and coal. 

"'There are various difficulties in using official trade statistics 
of China for the few years for which they are available. Data on 
China's trade are, as a rule, derived from official trade statistics 

paratively unimportant in relation to domestic pro
duct. In 1977 total trade as a proportion of aggregate 
value of agricultural and industrial output was only 
5 per cent. Data on China's trade are shown in 
annex table A. 19. 

The Chinese authorities viewed international trade 
less as a means of equilibrating sectoral material 
imbalances than as a means of acquiring new tech
nology embodied in imported goods. Thus China, in 
its industrialization programme, has placed a parti
cular emphasis on "acquiring" foreign technology in 
the form of large-scale imports of machinery and 
equipment. 

The external trade of China reflects, by and large, 
the overall development trend of the economy. Fol
lowing the restoration of order in the country late in 
1949, the total value of trade increased rapidly 
between 1950 and 1959, when it reached a peak level 
more than 3.5 times that of 1950. 

With the collapse of the Leap Forward in 1960, 
total trade fell persistently until 1962 when it 
amounted to only 62 per cent of the 1959 level. The 
subsequent resumption of its growth was inter
rupted, however, by the Cultural Revolution and the 
1959 peak level of total trade was not recovered until 
1970. Since then total trade has expanded rapidly. Its 
upsurge in the 1970s was the outcome of a combina
tion of factors, including a softening in 1972 of 
China's policy stand on external economic relations, 
the export of oil in substantial quantities and the 
rehabilitation in 1977 of the modernization pro
gramme. 

Imports, and especially imports of complete 
plants, have given a major impetus to China's indus
trialization. However, its import capability depends 
upon the availability of exportable goods and this in 
turn is determined by agricultural performance. 

The availability of credits from the USSR was 
responsible for the fact that imports expanded more 
rapidly than exports up to 1954. China was thus able 
to increase its import capability in a critical period 
when limited export surpluses could have slowed 
down the tempo of economic development. During 
1954-1964, China's exports grew substantially faster 
than imports, and the surplus was used to finance 
reverse flows of capital in amortization of its debt to 
the Soviet Union. 

China avoided borrowing from the developed 
market economy countries until I960,48 and did not 
contract any loans during 1966-1972. However, in 
1973, it started once again to accept credits from 

published by its trading partners and international agencies. This 
situation, however, poses problems of measurement, including the 
question of errors and omissions and the conversion from an 
f.o.b. to a c.i.f. basis and vice versa. Thus the estimates presented 
in annex table A. 19 may be subject to wide margins of error. 

48In 1960, China began to receive commercial loans from 
Western countries in the form of short- and medium-term credits, 
varying from 6 to 18 months, for purchases of grains and ferti
lizers, and up to five years for imports of machinery and equip
ment. The major credit suppliers were Australia, Canada, the Fed
eral Republic of Germany, France, Italy, Japan, the Netherlands 
and the United Kingdom. 
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developed market economy countries to finance 
imports. China is still cautious about borrowing 
from abroad on a large scale. It has recently com
pleted negotiations for loans of $0.9 billion from the 
IMF and for $200 million from the World Bank. 

1. The structure of trade 

With the industrialization of the economy, the 
structure of China's trade has undergone substantial 
changes. In terms of exports, agricultural products as 
a group were rapidly superceded in relative import
ance by light industrial products, including textiles, 
in the 1950s. The process continued into the 1960s 
but at a much slower pace. Heavy industrial pro
ducts, including oil, coal and machinery, started to 
gain importance during the 1970s, and together 
accounted for 39 per cent of China's total exports in 
1980. 

China is now becoming an important supplier of a 
large number of strategic metals,49 including vana
dium, germanium, titanium, molybdenum, stron
tium, cadmium, tungsten and chromium. These and 
other exportable metals are essential to high-tech
nology industries such as defence, aerospace and 
advanced electronics. 

China's imports consist primarily of capital goods, 
especially machinery and equipment.50 The only 
time the importance of capital goods has been over
shadowed was in 1961, when there was an urgent 
need to import food grains on a large scale. Within 
the machinery group, imports of complete plants 
increased rapidly in keeping with the pace of 
China's industrialization. China's emphasis on tech
nology in its economic development remains evident 
in that complete plants, which in the final analysis 
constitute the most thorough form of technology 
imports, accounted for as much as 12.9 per cent of 
total imports in 1980. 

2. Changes in the direction of trade 

Data on the direction of China's trade are pre
sented in annex table A.20. Two major changes are 

"'China has known commercial deposits of all but 10 of the 
world's 140 minerals and is a major producer of 17 of them, 
including tungsten, titanium and molybdenum. 

50The share of capital goods in China's imports was sharply 
raised from the pre-1949 level of 40 per cent to an average of over 
90 per cent during 1950-1958. Similarly, during 1950-1960, the 
share of machinery and equipment in China's imports from the 
Soviet Union expanded from 10.6 per cent to 61.7 per cent. 

worth noting, both of which can be attributed to 
China's development needs together with changes in 
its foreign relations. The first trade reorientation, in 
favour of the socialist countries of Eastern Europe 
was effected during 1950-1952 when the share of all 
other countries in China's total trade fell from 62 per 
cent to 40 per cent. The prominence of the socialist 
countries in the 1950s can be attributed partly to 
China's policy of "leaning to one side", and partly 
to the embargo by the United States on its trade fol
lowing the outbreak of hostilities in Korea in 1950. 

The second reorientation took place in 1960 as a 
result of disturbed Sino-Soviet relations. Many of 
the imports China needed were either not readily 
available from the socialist countries (for example, 
grain) or could be purchased on competitive terms 
from other countries. Thus, the period from 1960 
onwards witnessed a complete reversal of the earlier 
trend, with developed market-economy countries 
becoming its major trading partners. 

In the 1950s, China's trade was primarily with the 
Soviet Union. In the 1960s, the socialist countries of 
Eastern Europe ceded their place progressively to 
the developed market economy countries and, to 
some extent, to developing countries. In the 1970s, 
China's trade became more diversified as trade with 
developing countries expanded. Nevertheless, the 
bulk of imports continued to come from developed 
market-economy countries. China's trade with deve
loped market-economy countries is dominated by 
Japan, in both exports and imports. Noteworthy, 
however, is the increasing importance of the United 
States as a source of imports following the lifting of 
that country's embargo on China in April 1971. 

Among China's trading partners, Hong Kong 
occupies a unique position; it constitutes China's lar
gest single source of export revenue. China has con
sistently maintained a large surplus in its trade with 
Hong Kong, largely because the latter is heavily 
dependent on China for supplies of foodstuffs. At 
the same time, China, with its own bank in Hong 
Kong, has been able, in its trade with other coun
tries, to take advantage of the financial and port 
facilities which Hong Kong provides. 

China's potential for economic growth is generally 
recognized. The underlying theme of self-reliance 
still remains, but China has relaxed its policy on 
external economic relations and promulgated the 
Joint Venture Law and Regulations, etc. to encou
rage foreign investment. China is still cautious about 
external borrowing, but has begun to accept arrange
ments for deferred payments or short-term financing 
for imports as well as long-term official loans car
rying low interest rates from various countries and 
international agencies. 
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Chapter 5 

THE SOCIALIST COUNTRIES OF EASTERN EUROPE 

The socialist countries of Eastern Europe have 
taken a development path that is distinctly different 
from those of developed market-economy or deve
loping countries. The distinctive feature of the econ
omic mechanism of the socialist countries of Eastern 
Europe is central planning with emphasis on 
industry. In the post-war period as a whole, the 
economic growth of the region has been rapid 
indeed, and the growth of industry has been particu
larly impressive. Between 1950 and 1979 the national 
income of the Council for Mutual Economic Assist
ance (CMEA) member countries51 grew 7.8 times, 
and gross industrial output 12.4 times (the corre
sponding world totals were 4.1 and 6.1). 

The fast tempo of industrial expansion has 
brought with it increasing complexities in planning. 
It has also made the achievement of material bal
ances a delicate and difficult task. Underlying the 
material-balance approach to planning is the 
assumption that various technical coefficients will 
remain constant. As the economy grows, its existing 
pattern is maintained until the need for change has 
been demonstrated. Thus, changes in planning prior
ities play an important role in the growth process. 

As the industrial base of the economies has 
become more sophisticated, new problems have 
arisen that require different methods of planning 
and management. Over the years, the countries have 
adopted various programmes of economic reforms. 
These economic reforms have, on the whole, resulted 
in an overall improvement in the system of econ
omic management. 

The achievements of the socialist countries of 
Eastern Europe are especially impressive with regard 
to basic industries, notably engineering, metallurgy, 
electric power generation and chemicals. For 
example, the share of engineering in the overall 
volume of the industrial output of the CMEA 
member countries went up to 26.4 per cent in 1980 
compared with 22.9 per cent in 1975 (in 1980 prices). 
Metallurgical production increased by 8 per cent per 
year in 1975-1980 and electric power generation 
went up by 4.6 per cent annually. The stress on the 
need to expand the industrial base of the economies 
at a rapid pace has resulted in gains in the growth of 
consumer goods industries which are relatively 
modest, especially with respect to high-quality pro
ducts. Similarly, in spite of substantial improvements 
over the years, agriculture has not fully met the rap-

51As the countries members of CMEA from other regions 
(Cuba, Mongolia and Viet Nam) occupy a small share in the total 
economic potential of the CMEA, these figures can be fully attri
buted to the socialist countries of Eastern Europe. 

idly increasing demand for food products, making 
large imports of grain necessary in times of harvest 
shortfalls. 

Economic growth in the 1970s slackened in com
parison with the previous two decades. As to the 
five-year period covering 1976-1980, the socialist 
countries of Eastern Europe attained an annual 
average growth of 4.1 per cent in national income 
and of 4.7 per cent in industrial output as against 6.3 
per cent and 8.1 per cent respectively during the pre
vious five-year period (1971-1975). Nevertheless, 
the rates of growth of the socialist countries of 
Eastern Europe in recent years were equal to or 
higher than those for the world as a whole and 
higher than in the developed market-economy coun
tries, and only in 1979, when the socialist countries 
of Eastern Europe registered the lowest growth per
formance in the post-war period (2.5 per cent) was 
this figure lower than the world average growth rate 
of 3.4 per cent. 

The present economic policies of the socialist 
countries of Eastern Europe are designed to increase 
the overall effectiveness of their economies, putting 
major emphasis on qualitative changes in produc
tion. To enhance the development of their national 
economies, the socialist countries of Eastern Europe 
have stressed the importance of mutual co-opera
tion, within the framework of the Council for 
Mutual Economic Assistance (CMEA).52 CMEA is 
responsible for promoting co-operation and econ
omic integration by uniting and co-ordinating the 
efforts of the member countries so as to accelerate 
technological progress, industrialization and labour 
productivity. 

A. Overall economic development 

The development strategy of priority investment 
in industry was extensively applied with remarkable 
success by the socialist countries of Eastern Europe 
in the past three decades, producing a rapid growth 
of the net material product (NMP) which rose at an 
average annual rate of 7.2 per cent (see table 21). 
Growth was particularly rapid up to the late 1960s, 
when supplies of labour and raw materials were 
abundant. Since then, its tempo has slackened as the 
possibilities for extensive growth have became more 
limited. This was due, among other factors, to the 

"The Council was established in 1949 and now consists of Bul
garia, Czechoslovakia, the German Democratic Republic, Hun
gary, Poland, Romania and the USSR as well as the non-Euro
pean countries of Cuba, Mongolia, and Viet Nam. 
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TABLE 21 

Sectoral growth in the socialist countries of Eastern Europe, 1956-1980 
(Average annual percentage change) 

Secior/Countn 1956-60 1961-65 1966-70 1971-75 

1976-1980 

Target 
Actual 
level 

Net material product . 
Bulgaria 
Czechoslovakia . . 
German Dem. Rep. 
Hungary 
Poland 
Romania 
USSR 

Industry 
Bulgaria 
Czechoslovakia . . 
German Dem. Rep. 
Hungary 
Poland 
Romania 
USSR 

Agriculture 
Bulgaria 
Czechoslovakia . . 
German Dem. Rep. 
Hungary 
Poland 
Romania 
USSR 

Investment 
Bulgaria 
Czechoslovakia . . 
German Dem. Rep. 
Hungary^ 
Poland 
Romania 
USSR 

9.1 
9.5 
7.5 
7.7* 
5.8 
6.6 

10.8 
8.7 

15.9 
10.5 
9.2 
7.5 
9.9 

19.9 
10.4 

28.3 a 

-1 .7 
9.2 a 

2.7 » 
4.0 a 

12.2 

14.9a 

13.6 
11.7a 

10.7 
12.6 
12.5 

6.2 
7.0 
1.2 
2.6 
4.5 
6.0 
8.9 
6.4 

8.2 
11.7 
5.2 
5.9 
8.1 
8.6 

13.0 
8.6 

2.9 
-4.2 

1.8 
0.7 
1.1 

-0.1 
1.2 

12.4 
1.1 
3.4 
7.2 
7.9 

7.2 
8.1 
6.6 
5.6 
6.5 
5.7 
7.2 
7.6 

9.3 
11.2 
6.3 
6.4 
6.1 
8.3 

11.8 
8.5 

-4 .5 
4.1 

-0 .4 
-0.5 
-3 .6 
-4.0 
-0.6 

13.1 
6.4 

13.0 
16.2 
8.6 

6.2 
7.8 
5.7 
5.4 
6.2 
9.8 

11.3 
5.7 

8.3 
8.9 
6.7 
6.3 
6.5 

10.6 
13.2 
7.4 

2.2 
2.9 
2.1 
3.4 
3.1 
4.6 
2.5 

8.6 
8.2 
4.4 
7.0 

18.4 
11.4 
6.9 

5.3 
7.7 
4.9 
5.0 

5.4-5.7 
7.0-7.3 

10.0-11.0 
4.7 

9.2 
5.7-6.0 

6.0 
6.0 

8.2-8.5 
10.2-11.2 

6.3 

3.7 
2.7 
3.0 b 

3.2-3.4 
3.0-3.5 
5.1-7.6 

3.0 

4.7 
5.4 
4.2 
2.1 
0.2 b 

12.8 
3.3 

4.2 
6.2 
3.7 
4.1 
3.2 
1.6 
7.1 
4.4 

4.7 
6.0 
4.6 
4.9 
3.4 
4.5 
9.5 
4.5 

2.1 
1.7 
1.3 
2.9 
0.6 
4.8 
1.7 

4.5 
4.1 
5.7 
4.2 b 

0.5 b 

9.8 
3.9 

Source: National statistics, CMEA statistical yearbooks, national plans and plan fulfilment reports and ECE, Economic 
Survey of Europe in 1980, United Nations publication. Sales No. E.81.1I.E.I. 

a Current prices. 
b ECE estimate. 
c Socialist sector only. 

high cost of investment in fuel and raw material pro
jects. For many years, the Soviet Union had been the 
main supplier of raw materials as well as crude oil, 
gas and, together with Poland, of coal to other Euro
pean countries members of CMEA. However, its 
proven reserves were running low and it had become 
necessary to develop new fields. 

In the late 1970s in the light of experience gained 
in the implementation of previous plans, develop
ment priorities were redefined with the basic objec
tive of restoring both internal and external imbal
ances and growth target rates were revised down
wards. In the event, these revised target rates were 
not entirely met, largely because of adverse weather 
conditions which negatively affected the crops in 
1979 and 1980. The overall result was that the 
average annual rates of the economic growth were 
somewhat lower than originally planned in all the 
socialist countries of Eastern Europe, except Poland, 
where they fell considerably to 1.6 per cent (see table 
21). 

B. The pattern of sectoral development 

During 1950-1980, the gross value of industry 
grew at an average annual rate of 8.9 per cent, as 
compared with the rate of 7.2 per cent for NMP 
mentioned above. Up to the early 1970s, the growth 
of industrial production was brought about by 
increases in both capital and labour inputs, with 
rising productivity. In the 1970s, however, the 
growth of the labour force declined, and production 
became more capital-intensive in order to maintain 
the continued expansion in industrial output. 
Accompanying the rise in capital intensity was an 
increase in the capital-output ratio. 

The slowdown in industrial output became more 
marked in the second half of the 1970s. Nevertheless, 
the growth of industrial production was generally 
faster than that of NMP, so its share in the national 
output during the 1970s actually increased in most of 
the countries, as indicated by table 22. 
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TABLE 22 

Percentage share of net industrial output in net material product 
of socialist countries of Eastern Europe 

Country 

Bulgaria 
Czechoslovakia 
German Democratic Republic . . . 
Hungary 
Poland 

USSR 

Source: See table 21. 

1970 

51.1 
62.1 
57.5 
44.1 
54.6 
58.6 
51.1 

1975 

52.1 
65.7. 
59.1 
46.2 
59.6 
57.1 
52.6 

1979 

56.6 
64.3 
61.0 
48.1 
52.8 
59.5 
51.6 

The deceleration in industrial production expan
sion in recent years largely reflected the fact that the 
growth in overall investment was cut by more than 
half in comparison with the previous quinquennium. 
To raise the overall level of efficiency, industrial pol
icies in the 1970s placed greater emphasis on moder
nizing the capital stock. Measures were also taken to 
increase management efficiency and to economize in 
the use of material inputs. Resources were also 
increasingly devoted to light industry and consumer 
goods in order to boost labour productivity. 

Agricultural growth has been lower than that of 
industry, but nevertheless higher than the world 
average. Over the past three decades, it grew at an 
average annual rate of about 3 per cent for the 
region as a whole. At the national level, growth has 
been subject to large yearly fluctuations in both rela
tive and absolute terms. The structural imbalance 
between agriculture and industry became obvious in 
the 1960s and led to greater mechanization and more 
intensive application of chemical fertilizers along 
with land improvement. Over the years, substantial 
improvements have been made, but in many areas 
yields remain low. 

One aspect of agricultural growth relates to the 
need to meet the increasing demand for products of 
animal origin. This extended the production of crops 
and the raising of livestock on the basis of regional 
specialization. At the same time, horizontal integra

tion of production in the form of inter-farm enter
prises became more widespread and these increased 
in number. This development has enhanced the 
interdependence of agriculture and other branches 
of the economy, and farm policy is being increa
singly formulated within the context of the national 
agro-technical complex. 

C. Growth and pattern of investment 

Expenditures on gross fixed capital formation 
account for about 30-40 per cent of NMP. In spite 
of shifts in the relative importance of particular sec
tors over the years, industry continues to receive the 
largest share of investment (see table 23). Within 
industry, emphasis has historically been on the 
engineering branch. The importance of engineering, 
whose output has generally expanded at a rate 
higher than that of industry as a whole, lies not only 
in its role as supplier of equipment and machinery 
for modernizing the domestic economy, but also as a 
major source of foreign exchange through the export 
of its products. 

In recent years, the growth of investment lagged 
behind that of NMP, increasing at 4 per cent per 
year as compared to 8.5 per cent per year in the two 
previous quinquennia. The slowdown of investment 
growth was associated with a change in its distribu
tion among the major sectors of the economy. For 
most of the countries, there was a shift in favour of 
production sectors, with the bulk of the increase 
going to industry. The share of agriculture in total 
investment did not change significantly. Poland, 
however, increased the share of its service sector, 
especially housing, in total investment. It also raised 
the share of agriculture in productive investment at 
the relative expense of all other major production 
sectors. 

Within investment in the industrial sector, there 
were also changes in the relative priority of its con
stituent components. During 1975-1979, the import
ance of the engineering sector was further enhanced. 
Taken together, energy and fuel accounted for a 
rising proportion of industrial investment, as did the 

TABLE 23 

Distribution of gross fixed capital formation by major sectors, in socialist countries of Eastern Europe, 1979 
(Percentage share) 

Sector Bulgaria Czechoslovakia German Dem. Rep. Hungary Poland Romania USSR 

Material sphere 
Agriculture & forestry . . 
Industry 
Construction 
Transport & communica

tions 
Other 

Non-material sphere . . . . 
Housing 
Education 
Health 
Other 

75.6 
13.0 
42.5 

3.0 

13.4 
3.7 

24.4 
11.3 
3.4 
1.4 
8.4 

73.6 
11.2 
38.7 
5.7 

13.8 
4.2 

26.4 
13.1 
4.6 
2.0 
6.7 

79.2 
10.1 
53.2 
2.7 

9.0 
4.2 

20.8 
9.3 

73.3 
13.1 
35.8 
2.8 

12.5 
9.1 

26.7 

74.5 
17.6 
36.9 
4.9 

8.3 
6.8 

25.5 
18.8 
2.2 
2.9 
1.6 

84.5 
13.9 
51.1 
6.2 

10.0 
4.1 

15.5 
10.4 
1.7 
0.5 
2.9 

74.4 
20.2 
35.3 
4.0 

12.4 
2.5 

25.6 
13.3 
4.9 

Source: National statistics, CMEA yearbooks, national plans and plan fulfilment reports. 
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chemical industry in some countries. The relative 
importance of all other sectors in industrial invest
ment, including metallurgy, food and construction 
materials, declined in most of the countries in the 
region. The change in the structure of industrial 
investment in recent years reflects the basic policy 
objective of the countries in the region to reduce 
their dependence on oil imports and to step up their 
export capability so as to achieve a balance in the 
external sector. 

D. External trade and economic relations 

The foreign trade of the socialist countries of 
Eastern Europe has been one of the most dynamic 
sectors of their economies during the whole of the 
post-war period. In 1950-1979 their total trade in 
current value increased by 34 times, while world 
trade augmented in the same period by 27 times. As 
a result of these developments the relative import
ance of the socialist countries of Eastern Europe in 
world trade appears to have increased slightly in the 
past three decades." Data on the region's external 
trade are presented in table 24. The bulk of the 
external trade of the socialist countries of Eastern 
Europe (52 per cent in 1979) consists of their mutual 

TABLE 24 

Foreign trade of the socialist countries of Eastern Europe 
1960-1979 

(Million US dollars) 

Region 

Exports to (f.o.b.): 
Developed market-

economy countries . . 
Developing countries . . 
Socialist countries of 

Eastern Europe . . . . 

Imports from ( f . o . b . ) : . . . . 
Developed market-

economy countries . . 
Developing countries . . 
Socialist countries of 

Eastern Europe . . . . 

Developed market-
economy countries . . 

Developing countries . . 

I960 

13 187 

2 616 
1 132 

8 062 

13 390 

2 878 
1277 

7 871 

-203 

-262 
-145 

1970 

30 895 

6 774 
4 754 

18 363 

30 177 

7 800 
3 493 

18 393 

4-718 

-1026 
4-1261 

1975 

75 730 

19 387 
12 404 

42 075 

86 632 

30 580 
11372 

42 426 

- 1 0 902 

- 1 1 193 
4-1032 

1979 

135 976 

38 095 
23 180 

70 225 

133 502 

44 640 
17 195 

69 395 

4-1798 

- 6 545 
4-5 985 

Source: National statistics of the socialist countries of Eastern Europe. 
Note- Import figures are ci.f. for Hungary and Poland (1979 only). 

trade. The sustained growth of these countries' intra-
regional trade is the result of economic integration 
measures taken within the framework of CMEA, 
including the coordination of national economic 
plans, the implementation of a long-term special 
programme of co-operation in the key sectors of the 

"As a proportion of world trade, the share of both exports and 
imports of the region increased from just over 6 per cent in 1950 
to about 8 per cent in 1979. 

economy, the implementation of the Concerted Plan 
for Multilateral Integration Measures, the develop
ment of specialization and co-operation in produc
tion, and scientific and technical co-operation, etc. 
The intra-regional trade of the socialist countries of 
Eastern Europe constitutes an important component 
of their national plans. 

Nevertheless, trade with both developed market-
economy and developing countries has increased at 
the relative expense of both intra-regional flows and 
trade with non CMEA socialist countries, as indi
cated by table 25. This shift in the direction of trade 
reflected the need to diversify external trade and was 
promoted by a number of economic and institutional 
arrangements, including the conclusion of long-term 
(up to 10 or more years) trade and economic co
operation agreements and programmes. 

TABLE 25 

Growth of selected trade flows of the socialist countries 
of Eastern Europe, 1960-1979 

Region 

Exports to: 
Developed market-economy 

countries 
Developing countries . . . . 
Socialist countries of 

Eastern Europe 
Imports from: 

Developed market-economy 
countries 

Developing countries . . . . 
Socialist countries of 

Eastern Europe 

Annual average 
rate of grow th 

1960-1979 
(percentage) 

15.1 
17.3 

12.1 

15.5 
14.7 

12.1 

Percentage 
distribution 

1960 

19.8 
8.6 

61.1 

21.5 
9.5 

58.8 

1979 

28.1 
17.1 

51.9 

33.4 
12.9 

52.0 

Source. National statistics of the socialist countries of Eastern Europe. 

In the region's trade with developing countries, 
manufactured goods, including complete plants and 
installations, constitute some 70 per cent of its total 
exports. On the other hand, some 90 per cent of its 
imports from developing countries consist of pri
mary products. The situation with respect to East-
West trade is quite different, the bulk of the exports 
from the socialist countries of Eastern Europe to the 
West consisting of fuel and primary products, while 
their imports therefrom are predominantly manufac
tured products of various kinds, with engineering 
goods in the first place. 

In their trade with countries outside the region, the 
socialist countries of Eastern Europe have accorded 
importance to goods originating from developing 
countries, and have generally accepted payment in 
kind in the form of imports of manufactured goods 
for credits granted to these countries. As a conse
quence, some developing countries, notably Egypt, 
India, Pakistan, and Yugoslavia, have managed to 
increase the share of manufactures in their exports to 
Eastern Europe to as much as 30-40 per cent or even 
more. 
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An increasing number of developing countries 
have entered into trade and other economic coopera
tion agreements with European countries members 
of CMEA.54 Intergovernmental trade agreements 
now cover about 90 per cent of the trade between the 
two groups of countries.55 In addition to trade agree
ments, the Soviet Union has entered into economic 
cooperation agreements with more than 60 deve
loping countries, Poland and the German Demo
cratic Republic with more than 40, and Bulgaria with 
about 30 developing countries. 

Economic co-operation between the socialist 
countries of Eastern Europe and developing coun
tries is largely concentrated in certain key industrial 
sectors, which vary with the needs of individual 
developing countries. In many cases, the projects set 
up through such co-operation with these countries 
constitute the core of their national economies. As a 
whole, with the technical assistance of the socialist 
countries of Eastern Europe 3,157 industrial enter
prises and other projects have been completed and 
put into operation in the developing countries by 
1981 and about 1,500 are under construction or are 
planned to be built. 

The traditional bilateral form of economic co
operation has in recent years been increasingly sup
plemented by multilateral forms, such as tripartite 
co-operation, co-operation with third countries, and 
co-operation arrangements linking individual coun
tries with the CMEA as a whole or with the multila-

" Between 1975 and 1980, the number of developing countries 
that signed economic co-operation agreements with CMEA 
member countries increased from 64 to 86. The CMEA member 
countries' co-operation in the field of foreign trade, the CMEA 
secretariat (Moscow, 1980). 

""Trade among countries having different economic and 
social systems" (TD/243 and Corr.l), reproduced in Proceedings 
of the United Nations Conference on Trade and Development, Fifth 
Session, vol. Ill, Basic documents (United Nations publication, 
Sales No. E.79.II.D.16). 

teral schemes of the CMEA member countries. 
Another recent development is the extension of 
cooperation agreements up to a period of ten years 
or more between individual countries in the region 
and developed market-economy or developing 
countries. 

At the same time, it should be noted that trade and 
economic co-operation between the socialist coun
tries of Eastern Europe and developing countries, as 
well as within the framework of East-West relations, 
are faced with some important problems. Thus the 
bulk of the trade between socialist and developing 
countries is accounted for by a small number of the 
latter countries. Moreover, the trade between these 
groups of countries is relatively undiversified, fol
lowing a pattern of exchanging manufactures against 
mainly primary commodities. With respect to East-
West trade, its development has been hampered by 
protectionist measures on the part of some deve
loped market-economy countries as well as by the 
difficulties faced by the socialist countries in meeting 
the quality standards and marketing requirements of 
the Western markets. 

The congresses of ruling parties recently held in 
socialist countries of Eastern Europe have esta
blished the plan targets for the national economies 
of these countries for the period 1981-1985 and in 
some cases up to 1990. As in the previous period, 
these plans envisage much higher growth rates for 
foreign trade than the net material product. The 
highest annual average rate of growth is envisaged 
by the German Democratic Republic (11.2 per cent) 
followed by Romania (8.5-9.5 per cent), the USSR 
and Bulgaria (7.0 per cent in both cases) and Hun
gary (4.6-5.4 per cent). The new five-year economic 
plans of the socialist countries of Eastern Europe 
reflect the increasing importance placed by them on 
external trade as a means of achieving sustained 
economic growth and are indicative of their interest 
in intensifying their economic relations with both 
developed market-economy countries and deve
loping countries. 
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Part III 

STRUCTURAL CHANGES IN SELECTED SECTORS 

INTRODUCTION 

The reviews contained in Part II of this report were carried out mainly on 
the basis of regional groupings of countries but frequently concerned forces 
originating in international markets which often transcend national surveill
ance. In order to understand these forces fully it is necessary to analyze the 
remarkable changes which have occurred in international markets in recent 
years. A major feature of these changes is the growing integration of national 
with international markets and the increasingly dominant influence of trans
national firms based mainly in developed market-economy countries.56 

This growing concentration of economic power has profound implica
tions for the international economy, especially for developing countries. 
Transnational corporations have become a major force in international trade 
in commodities, in the production and marketing of manufactured goods and 
minerals (including fuels), in the services sector, and in capital markets. These 
corporations can adversely affect the development process of the developing 
countries in many different ways. For example, in the commodities sector 
their control over marketing and distribution can depress the share in the 
value of output that is retained by developing countries and thus the benefits 
accruing to them from their natural resources and domestic production. In the 
manufacturing sector, by such means as transfer pricing, transnatipnals can 
have a negative impact on the tax revenues and international payments posi
tion of host developing countries. Moreover, in some developing countries 
their operations have probably led to competition for scarce domestic 
resources which has had the effect of crowding out domestic firms and entre
preneurs in both capital and product markets. 

In the markets for technology the oligopolistic control of transnational 
corporations is especially pervasive and tends to make the technological 
transformation of developing countries a more difficult and unnecessarily 
costly process. At the same time, the growing power of the transnationals has 
been accompanied by rising levels of economic concentration in developed 
market-economy countries, which have led to increasingly rigid price behav
iour in the markets for many products and have thus become a source of infla
tionary pressure that is difficult to handle with the traditional tools of macro-
economic management. 

This part reviews selected international markets that are of special 
importance to developing countries. In the first chapter, general trends in the 
growth of transnational corporations and of their oligopolistic power is out
lined. The second covers developments in the commodity markets with spe
cial attention to foodstuffs. The third chapter deals with the markets for man
ufactures while the fourth examines developments in the international money 
markets. The fifth chapter surveys developments in world shipping. 

"The international markets in question are not only for goods but also for factor services, such 
as those associated with the use of various forms of technology. There is now a growing aware
ness of this phenomenon and a recent analysis of the trends affecting transnational corporations 
is contained in Transnational corporations m world development: a re-examination (E/C. 10/38 and 
Corr.l), United Nations publication, Sales No. E.78.II.A.5. 
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Chapter 1 

THE INTERNATIONALIZATION OF OUTPUT AND TRADE 

The growth, nature and composition of world 
trade has been revolutionized in the third quarter of 
the 20th century. At the centre of this process has 
been the transnational corporation (TNC) whose 
activities now dominate industrial, trading, banking, 
service and retail sectors at the global level. In one 
manner or another, the influence of these corpora
tions now extends over the major proportion of 
world trade (excluding the socialist countries).57 

Moreover, approximately two-fifths of all interna
tional trade is carried out through intra-firm trans
fers of TNCs. These trading patterns are organically 
linked to recent corporate evolution in manufac
turing and related service activities. They not only 
reflect the transition to oligopolistic structures in 
most major industrial sectors and the growing pre
valence of control by conglomerates over wide areas 
of economic activity in developed market-economy 
countries but have also contributed to them.58 

Studies have identified three major phases in the 
internationalization of output and trade. The first 
spans the years 1895-1954, which witnessed the 
emergence and consolidation of oligopolies in key 
sectors in developed market-economy countries. The 
second phase lasted from 1946 to the mid-1960s and 
witnessed the rise of the transnational corporations 
as a leading force in several sectors of the world 
economy. The third phase, covering the mid-1960s 
to the present, was marked by a dramatic growth of 
transnational conglomerates. 

The impact of this internationalization of trade 
and output has been very unequal on different types 
of economies. In such a global corporate structure 
the role consigned to the bulk of developing coun
tries continues overwhelmingly to be that of produ
cers of unprocessed commodities, whose export 
prices and marketing are largely outside of their con
trol. 

In this context it is particularly noteworthy that 
over the last two decades the markets for primary 
commodities have undergone a shift from a situation 

"Significantly, TNCs also play an important role in trade 
between socialist countries and the rest of the world. In certain 
cases, they serve as trading intermediaries between individual 
socialist countries. 

"Oligopoly signifies a market structure characterized by the 
dominance of a small number of large firms, whose corporate and 
pricing policies are characterized by a recognition of their mutual 
interdependence, various collusive practices, and barriers against 
entry by other firms. A conglomerate is a corporation usually con
sisting of a holding company and a group of subsidiaries engaged 
in unrelated economic activities. This diversification confers on 
the conglomerate the ability to survive and even to expand certain 
of its product lines in periods of economic downswing by shifting 
profits between corporate divisions and subsidiaries. 

characterized mainly by traders specializing in a 
single commodity (which were sometimes very large 
firms) to one in which the major traders are domi
nant in several global commodity markets.59 The 
extent of the marketing leverage which the new situa
tion may entail can be illustrated from the studies of 
the cases of four commodities which are by no 
means exceptional: bananas, where three conglomer
ates dominate 70-75 per cent of the world market; 
cocoa, where five corporations handle over 75 per 
cent; leaf tobacco, where 85-90 per cent is under the 
direct control of six transnational leaf buyers; and 
cotton, where 15 large traders exhibit similar pat
terns of market shares. 

The market power of the multi-commodity traders 
stems from various aspects of their operations. Many 
of them are integrated backwards into plantations 
and forwards into processing, thereby exercising 
considerable control over the national marketing 
institutions with which they deal. Multi-commodity 
traders have traditionally had close links with trans
national banks from which they have been able to 
raise much of the finance which they require. Cou
pled with superior economic and trading intelligence 
networks, this has given them a speed and flexibility 
in their operations unmatched by national marketing 
institutions. Moreover, competition at the global 
level among the multi-commodity traders has not 
excluded co-operative forms of pricing, buying and 
selling on occasions when this has been to their 
mutual advantage. 

In the case of minerals and manufactured pro
ducts recent tendencies have been towards an expan
sion of intrafirm transfers among the transnational 
trading affiliates of industrial transnational firms. 
This growth of intrafirm transactions has made for 
the widespread use of transfer pricing. Through this 
technique corporations are able to minimize their 
overall tax payments by manipulating the prices of 
intrafirm transactions, shifting profits from countries 
characterized by relatively high tax rates to those 
where rates are lower. Such corporate practices 
affect the trade and other international transactions 
not only of developing but also of developed coun
tries.60 

"For example, in the case of the cereal markets all major 
global traders market several different commodities. Thus, Cargill 
and Philipp Bros., which are trading firms in this area, now have 
global sales well over SUS15 billion each. 

60The methods of transferring funds between the constituent 
business entities of a transnational corporation in the interests of 
the group as a whole include not only the discretionary pricing of 
intracompany transfers of goods and services but also the manip
ulation of various other intracompany financial flows such as 
interest payments, royalties, fees for management and various 
technical services, dividends and loans. 
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In Japan, the Sogo Shosha (General Trading Corn-
pany) is the most advanced form of the institutional 
integration of commodity and manufacturing trade 
in conjunction with involvement in industrial, finan
cial and service operations. Over the last century, the 
Sogo Shoshas have become one of the most visible 
manifestations of their country's rapid growth, with 
a power and influence clearly transcending its fron
tiers. At present, there are nine giant Sogo Shoshas, 
whose aggregate revenues in 1979 surpassed $US 269 
billion. In the latter half of the 1970s their share of 
Japan's foreign trade (exports plus imports) at times 
reached 60 per cent. Each Sogo Shosha handles a 
range of 20,000-25,000 products, which gives an idea 
of their organizational dimension. 

The process of concentration in the trading sector 
since 1945 has been accompanied by a similar evolu
tion in industry. This movement has taken place not 
only in the developed market-economy countries 
but also in certain leading developing countries 
where the principal impetus has usually been pro
vided by transnational corporations. Conglomera
tion has been an important facet of this movement. 
Between 1948 and 1965 there were 711 mergers of 
large firms in the United States, 154 of which were 
conglomerate. Conglomeration has also continued in 
more recent years, with the value of conglomerate 
mergers and acquisitions reaching $1.5 billion in 
1972 and soaring to $6 billion in 1977/' 

The growing internationalization of business in 
several sectors has been accompanied by the trans
ition from oligopolistic structures at the national 
level to similar patterns at the international level. 
One well-known example of this is provided by the 
evolution of the oil industry. The increases in the 
price of oil during the 1970s contributed to the rapid 
growth of the seven major companies in the industry, 
whose 1980 sales exceeded $US460 billion (see table 
26). The share of these companies in the aggregate 
profits of United States manufacturing rose from 15 
per cent in 1972 to 40 per cent in 1980. However, in 
the context of global market power it should be 
emphasized that the activities of these companies are 
not confined to oil but also straddle several other 
fields, such as natural resources, mining and various 
forms of manufacturing production. 

61 United States Senate, 95th Congress, Mergers and Industrial 
Concentration, Hearing before the Sub-Committee on Anti-Trust 
and Monopoly: Acquisitions and Mergers by Conglomerates of 
Unrelated Business (Washington, D C , 12 May, 27 and 28 July, 
and 21 September 1978), pp. 143 and 151. "Large firms" in this 
context are firms with assets of $10 million or more. 

TABLE 26 

Sales of world's major petroleum companies 
(Billions of US dollars) 

Royal Dutch Shell 
British Petroleum 
Mobil 

Standard Oil (California) 
Standard Oil (Indiana) . . . 

Total 

1970 

16.6 
10.8 
4.1 
7.3 
6.3 
4.2 
3.7 

53.0 

im 

110.5 
99.0* 
64.6 a 
63.7 
52.5 
42.9 
27.8 

461.0 

1980 
(1970-100) 

665 
917 

1575 
873 
833 

1021 
751 

870 

Source Annual reports and trade sources 
J Estimates 

The chemical industry is another sector where 
there has been a marked tendency towards oligopoly 
at the international level. At present the 30 leading 
corporations, all horizontally and vertically inte
grated, have annual sales of well over $200 billion. 
These 30 dominate the markets for most chemical 
end-products such as plastics, paints, fertilizers, 
pharmaceuticals, dyestuffs, synthetic rubber and 
chemical fibres. In dyestuffs, four companies are 
responsible for more than two-fifths of world trade, 
four others for another third, and one other for a 
tenth. In chemical fibres 12 firms produce almost 
three-fifths of world output and are responsible for 
80 to 90 per cent of world trade. Behind the process 
of concentration in this industry lie several forces 
including the continued global recession, which has 
had very severe effects on the markets for several 
chemical products, the enormous costs of research 
and the development of new technology, inflation 
(especially the rapid rise in the prices of petrochem
ical feedstocks), high interest rates, and the access of 
the largest chemical conglomerates to the credit 
facilities of transnational banks. A recent forecast 
suggests that, as a result of this process, by the year 
2000 10 of today's leading firms will have disap
peared and another 10 will have merged with oil cor
porations. 

Similar trends are also evident in some service sec
tors such as insurance, shipping, and banking. Some 
of the implications of the growing role of transna
tional corporations in shipping and banking are dis
cussed below in chapters 4 and 5 of this part of the 
report. 
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Chapter 2 

A. Overall developments in commodity markets 

1. The dependence of developing countries 
on commodity markets 

As was noted earlier, developing countries con
tinue on the whole to be highly dependent on 
exports of primary commodities. Thus, the trade 
issues of most immediate importance are concerned 
with the growth and stability of commodity export 
prices and earnings and with the barriers to the 
increased processing and improved marketing of 
these commodities. 

The falling share of commodities in world trade is 
a reflection of slow growth of the volume of com
modity exports and declining terms of trade for com
modities. The effect of these factors has been intensi
fied in recent years. Thus, the rise in export earnings 
for all major groups of primary commodities decel
erated substantially during the latter half of the 
1970s. For several agricultural raw materials, as well 
as for food and beverages, there has actually been a 
fall in real export earnings, reflecting both falling 
quantities and falling real prices. Commodity prices 
(excluding petroleum) in real terms declined steadily 
throughout the period 1950-1972. After a short rec
overy in 1973-1974, they fluctuated sharply during 
the remainder of the 1970s, drifting generally 
downwards to a level even below the nadir of the 
early 1970s (see chart 13). By the end of 1980, com
modity prices in real terms had reached the lowest 
level for the past 30 years. 

Although instability is a normal feature of primary 
commodity prices, they experienced unusually sharp 
fluctuations during the 1970s. Real prices, after 
attaining a peak in 1973-1974, reached a trough in 
1975, following a period of deep recession in the 
developed market-economy countries. While rising 
from this low in the immediately succeeding years, 
partly under the influence of the sharp rise in the 
prices of tropical beverages and some metals, they 
then again fell rapidly. This was the pattern of fluc
tuation of practically all the major commodities, but 
it was most pronounced, though not necessarily syn
chronized, for tropical beverages, sugar, vegetable 
oils and oilseeds and some minerals, such as copper 
and phosphates. For most of the major primary com
modities instability rates were from twice to four 
times the average for the 1960s. 

Over 60 per cent of developing countries' exports 
of food and beverages and of agricultural raw mate
rials, as well as 80 per cent of their exports of min
erals and metals, is to developed market-economy 
countries. The commodity trade of developing coun
tries is therefore acutely sensitive to economic condi

tions in these countries. Hence, the major factors 
responsible for the present trends are declining and 
unstable growth of GNP in the latter countries, com
bined with high and persistent inflation. 

Longer-term trends and structural change have 
also been exerting a significant impact on the world 
commodity economy and on the composition of 
developing countries' trade. Of particular import
ance is the declining share of primary commodities 
in world trade. Excluding fuels, the share of primary 
products in world trade has fallen from 38 per cent 
to 19 per cent in the past two decades, with the share 
of food in total primary products steadily rising, 
while that of agricultural raw materials has fallen. At 
the same time, the share of developing countries in 
world exports of non-petroleum primary commodi
ties has fallen from 41 per cent to 29 per cent, with 
particularly sharp declines in their share for food 
and agricultural raw materials. Thus, the export 
structure of non-petroleum exporting developing 
countries seems to be dominated by commodities 
that are steadily declining in relative importance in 
world trade, and this has hampered their ability to 
generate export surpluses from their primary com
modity sectors. 

2. Obstacles to market access 

The present situation with regard to the processing 
and marketing of primary commodities still disfa
vours developing countries, even though significant 
advances have been made over the years. For a wide 
range of commodities, particularly food products, 
agricultural raw materials and minerals, over 90 per 
cent of developing countries' exports are still in raw 
forms. Efforts by developing countries to process 
domestically their commodities have often been met 
by oligopolistic marketing or industrial structures 
which hinder entry into the international market, by 
industrial support and employment policies in deve
loped countries through a widening range of protec
tionist measures, as well as by limited access to fin
ance, non-competitive practices in developed 
market-economy countries with respect to the 
transfer of technology, the withholding of informa
tion and other restrictive practices. 

With regard to marketing and distribution, a 
number of factors explain the fact that producing 
countries tend to receive only a very small fraction 
of the final consumer price for commodities. Mar
gins at the wholesale and retail stages are often 
greater than the price received by the producer and 
sometimes fiscal charges in the developed consumer 



CHART 13 

Commodity prices and terms of trade,3 1950-1982 
(1972 = 100) 
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Source: UNCTAD secretariat calculations, based on UNCTAD commodity price index (1960-1980), United Nations price and unit value indices 
(Monthly Bulletin of Statistics) and UNCTA D spot price forecasts. 

* Excluding mineral fuels. 
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countries represent a large share of the final price to 
the consumer. Among these factors emphasis should 
be given to the fact that developing countries have 
limited control over the export sales of their primary 
commodities, a limitation which is exacerbated by 
the fact that many difficulties are encountered in 
gaining entry into distribution channels beyond their 
own borders. Transnational corporations predomi
nate in a vertically integrated process of interna
tional production, marketing and distribution for 
many primary commodities, a circumstance which 
also provides them with substantial scope for 
transfer pricing, thereby adversely affecting the 
share of export earnings accruing to the developing 
producing countries. 

There is also extremely unequal access to market 
information, since transnational corporations, by 
virtue of the vertical integration of their activities, 
enjoy privileged access to this information at every 
stage of the marketing chain. This information 
problem is compounded by the present structure of 
commodity exchanges, in which there is little or no 
participation by developing countries. Likewise, 
interests in developed countries predominate in the 
ownership of primary commodity transportation 
facilities, with the result that developing countries 
forgo large potential earnings from the shipment of 
their primary commodities and have limited flexi
bility in timing shipments to improve their stocking 
and marketing operations. 

Another limitation to market access has been the 
barriers to trade in agricultural and food commodi
ties. Both tariff and non-tariff protection in several 
developed countries has reached extraordinarily 
high levels and constitutes a major constraint on 
increasing the export earnings of developing coun
tries in primary commodities. Particularly in 
Western Europe, food commodities have been pro
tected at overall levels frequently between 60 per 
cent and 100 per cent. The level of effective protec
tion, in terms of value added by food processing, has 
even in many cases been multiples of 100 per cent. 
The structure of tariffs in most developed countries, 
because of tariff escalation, implies high effective 
protection against products based on fibres, wood 
and ores.62 Some of the systems of agricultural pro
tection most in use, such as variable levies, impart a 
significant element of instability into international 
trade, particularly as it affects developing countries. 

Protection of domestic agriculture is therefore a 
matter of considerable concern to international 
economic policy. Several rounds of multilateral 
trade liberalization negotiations have taken place 
since the 1950s, but all these efforts have generally 
bypassed the agricultural and food sector. The pecu
liar structural problems of the agricultural sector 
have given rise to protectionism of a strength which 
it has proven difficult to deal with in the context of 
more general trade liberalization negotiations con-

"See the report by the UNCTAD secretariat, "The influence of 
protectionism on trade in primary and processed commodities: 
the results of the multilateral trade negotiations and areas for fur
ther international action" (TD/B/C. 1/207/Add.2), 14 August 1980. 

centrated on industrial products. The main reason 
for this is that, in the face of slow demand growth, 
productivity gains have required the squeezing out of 
production factors from agriculture in developed 
countries. Insufficient factor mobility has depressed 
income below levels acceptable by societies having 
as a primary objective income parity between popu
lation groups. The protection has been designed to 
compensate for this loss of income. 

3. Measures to stabilize commodity markets 

The desire to stabilize prices for commodities and 
improve their terms of trade has in the post-war 
period led to a number of international efforts to 
establish commodity agreements for regulating the 
world market. Initially, they were based on a com
modity-by-commodity approach, with varying suc
cess. Agreements were over time reached for only a 
limited number of commodities, and were insuffi
cient to achieve an overall stability of export prices 
for developing countries. A new approach was 
launched by UNCTAD on adoption of the Inte
grated Programme for Commodities in 1976, a key 
element of which was a Common Fund for financial 
support to the individual commodity agreements as 
well as to measures of a developmental character. 

The Agreement Establishing the Common Fund 
for Commodities was reached in June 1980. It 
represents a major breakthrough in the restructuring 
of the mechanisms governing trade relations 
between developed and developing countries. Not 
only is its creation an endorsement by the interna
tional community of the concept of market regula
tion on a much wider and systematic scale than 
before, but also a recognition of the need of struc
tural improvements of production and commodity 
processing in developing countries in order to obtain 
higher gains from trading internationally. 

The difficulties in organizing international 
schemes for stabilizing commodity prices evoked an 
interest in other stabilization measures, such as 
compensation for export shortfalls rather than regu
lating the market itself. The European Economic 
Community through the Lome Convention and IMF 
through its various facilities have done much to 
bring some stability to the export earnings of deve
loping countries or particular groupings of them and 
have continuously improved their schemes. The 
second Lome Convention revised the terms and 
increased the compensation available to ACP coun
tries and in 1979 IMF introduced a significant lib
eralization of conditions of access to its facility. Des
pite these developments, assistance has been forth
coming to finance only a small fraction, of deve
loping countries' export shortfalls and on terms 
which are still too restrictive. 

4. Diversion of commodity exports to other markets 

The preceding analysis has given a sombre picture 
of slow growing and unstable commodity markets 
fraught with obstacles to trade. However, there have 
also been a few favourable developments. Among 
these is the rapid expansion of developing countries 
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themselves and, especially of the OPEC countries, as 
a market for primary commodities. This is also a fea
ture, to a lesser extent, of the socialist countries' 
market. In all these markets import demand has 
been growing much faster than in" developed 
market-economy countries, particularly for food 
products and minerals and metals. To the extent that 
income growth in these markets will continue in the 
1980s to exceed that of the developed market-
economy countries, the impact of prolonged reces
sion in the latter could increasingly be offset. Such a 
redirection of the growth impulse could be more 
than marginally important as the 1980s unfold, since 
the combined share of developing countries and the 
socialist countries in the market for developing 
countries' exports of primary commodities has 
already reached the equivalent of 55 per cent of the 
developed market-economy countries' demand for 
food commodities, 40 per cent of that for agricul
tural raw materials and 28 per cent of that for min
erals and metals. 

B. Production and trade of foodstuffs 

The share of developing countries in world food 
production has not changed significantly in the past 
20 years. With regard to cereals, which supply half or 
more of the calorie intake, the share of developing 
countries in world production has remained virtually 
constant at about 33 per cent. Similarly, the shares of 
developing countries in world consumption and 
imports of cereals changed only slightly (see annex 
table A. 11). There have been, however, important 
changes among developing countries. Thus, a 
number of oil exporters and some other developing 
countries with relatively high per capita income and 
low agricultural productivity have become increa
singly dependent upon imports of both cereals and 
other foodstuffs. On the other hand, several other 
developing countries, especially those which in the 
past imported sizeable quantities of foodstuffs 
through the United States PL480 aid programme, 
have reduced considerably their imports in the 
recent years.63 

So far as exports of foodstuffs are concerned, the 
share of developing countries in world exports has 
over the past 20 years declined. For cereals, the 
decline was matched by increased export shares for 
Western Europe. For other foodstuffs, the declines 
are explained by the low income elasticity of 
demand for tropical food and beverages exported by 
developing countries. 

The fact that developing countries have not 
increased their shares in world production and con
sumption of food while their population has 
increased faster than in the rest of the world, does 
not necessarily mean that their food situation has 
deteriorated. Indeed, over the past 20 years, average 
per capita food consumption has increased by 0.5 per 

"This section has largely benefited from material put at the dis
posal of the UNCTAD secretariat by the FAO Project "Agricul
ture towards 2000". The material has been further elaborated by 
the secretariat and the conclusions are not necessarily those that 
might be drawn by the FAO Project. 

cent per year in these countries. None of the major 
groups of developing countries, not even those with 
low income and stagnating growth, have experienced 
an actual decline in per capita food consumption.64 

The situation has, however, varied from country to 
country. Some 20 developing countries, mainly the 
least developed countries, have experienced signifi
cant shortfalls in production of food because of dis
ruptions due to war or severe droughts. 

To be sure, increases in per capita food consump
tion have been accompanied by evidence of wides
pread malnutrition and hunger. But these problems 
cannot be eliminated by merely increasing food pro
duction. Indeed their causes are more directly linked 
to the issues of a more equitable distribution of 
income and land and to the development of storage 
facilities and other measures (including international 
financial measures) to ensure world food security. 

1. Net cereal importers 

Several countries, including oil exporters, have 
increased per capita food consumption by something 
like 1.5 per cent per year.65 The production response 
to this higher demand was significant although insuf
ficient, particularly for oil-exporting countries. The 
most important reasons were first, that for many of 
these countries, especially the oil-exporting ones 
with considerable areas of deserts, increases in food 
production involve expensive investment and rela
tively high current costs; and secondly, that 
expanding urban employment and incomes attracted 
population from the rural areas, while policies for 
the development of agriculture were accorded low 
priority; and thirdly, that international prices for 
foodstuffs, in particular the price of cereals, fell in 
real terms during the two last decades. As a result 
cereal imports accelerated, while the overall self-suf
ficiency ratio fell below 90 per cent; for cereals it 
was below 80 per cent. 

Similarly, many developing countries have found 
the prevailing relationship between the prices of 
cereals and other agricultural products to be a disin
centive to their expanding cereal production at the 
expense of staple exports. As a result, these countries 
have, over the last 20 years, a persistent deficit in 
cereals of more than 15 per cent, together with an 
overall food surplus of nearly 20 per cent. Hence, the 
increase in cereal imports could be seen more as the 

"The estimates which follow are in terms of gross output and 
include cereals used for animal feed as well as consumption of 
animal products. Thus, these estimates include a certain amount 
of double counting. Since developed countries have been shifting 
their consumption patterns towards animal products, gross con
sumption figures tend to overestimate the actual food intake. In 
fact, direct human consumption of cereals in per capita terms has 
been falling over the last few decades in developed countries. If 
allowance is made for double counting, the gap in per capita food 
consumption growth rates of developed and developing countries 
narrows considerably. Thus, in terms of net human intake of calo
ries per capita the annual growth was 0.1 per cent for developing 
countries compared to 0.5 per cent for developed countries. 

"This discussion is based on data summarized in annex tables 
A.12 anH A. 13. 
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response to prevailing world market conditions than 
as a failure of the agricultural sector. About 100 
countries accounting for half of the food consump
tion of the developing countries have had such an 
experience. 

2. Countries self-sufficient in food 

About 20 developing countries are self-sufficient 
in food and about one-third of them have a consid
erable export surplus of both cereals and other 
foods. As this group of countries include some coun
tries with large population like India and Pakistan, it 
accounts for 40 per cent of developing countries' 
food consumption. Over the years, for this group of 
countries as a whole, their self-sufficiency ratios 
have been generally stable. However, they have not 
shown any marked improvement in terms of per 
capita food consumption. 

3. Special food problems of low-income 
developing countries 

There remains a group of developing countries 
where food production has not kept up with popula
tion growth, and where other sectors of the economy 
have also shown poor performance. This group 
accounts for less than 15 per cent of food consump
tion of the developing world but includes more than 
30 countries, half of them being least developed 
countries. On average, per capita cereal and food 
consumption have been maintained owing to 
increased imports or reduced exports. Production of 
both food and non-food items increased by less than 
2 per cent per annum during the period 1961-1980. 
One reason for this is that real prices of cereals and 
other agricultural products have declined, thus 
depressing agricultural incomes and possibly contri
buting to the slow overall growth of these countries. 

4. Global food supplies 

The world's ability to grow enough food for its 
population has often been questioned. Each succes
sive food crisis has been regarded as a possible indi
cation of a more permanent problem of a Malthu-
sian nature but once the immediate crisis was over
come, optimism returned. The 1973 food crisis, rein
forced by crop failure in the USSR, happened to 
coincide with a period of drought in the Sub-
Saharan region. Hence, the supply could not meet 
the world demand, and the market disequilibrium 
and the policies of grain surplus countries brought 
about a 70-per-cent increase in real grain prices. 
However, the price boom stimulated the output of 
grains and the situation was restored to the extent 
that real prices again fell back to the level of 1972. 

In recent years the increase in cereal imports into 
developing countries has, as already mentioned, 
revived the concern about food supplies but, as was 
stressed above, these imports were to a large extent 
the direct result of relative prices in world trade and 
did not necessarily reflect the poor performance of 
the agricultural sector. 

Table A. 13 in the annex summarizes trends in 
world food production in the period 1961-1980. The 
first striking/observation is that production in deve
loping countries has sustained its momentum for 
cereals and even accelerated for other crops. Indeed, 
there was an acceleration of food production in 
several groups of countries. In this connexion, it is 
interesting to note that the output of cereals in coun
tries with a net agricultural surplus grew by 3.8 per 
cent per annum in the 1970s, despite adverse terms 
of trade. Moreover, food deficit countries with rela
tively high income per capita succeeded in achieving 
an annual rate of growth of food production of 3.7 
per cent during the same period. 

As regards the world output there seems to have 
been a fairly stable expansion of food supplies of 
around 2.5 per cent per year over the last two 
decades. Since world population growth has slown 
down over the last 20 years there has been a slight 
acceleration in per capita food supplies. 

As was noted earlier, the big increase in food con
sumption per capita in the developed world was pri
marily accounted by higher consumption of animal 
products. 50 per cent of world production of cereals 
is now used for animal feed and the increment of 
feed grain per capita over the last 20 years is esti
mated to exceed 100 kgs in developed countries, 
which contrasts with less than 10 kgs for developing 
countries. About 80 per cent of the calorific content 
of cereals is lost during the transformation of the 
vegetable energy to animal calories. If the per capita 
consumption of animal produce had remained con
stant in developed countries over the last two 
decades, world food supplies for human consump
tion would have shown a higher growth rate than 
that observed and if the additional supplies had been 
used for consumption by the developing world, its 
per capita food consumption could have improved 
significantly.66 

66It can be estimated that a stabilization of per capita annual 
consumption in developed countries would have allowed a 0.2 
percentage point higher annual growth rate in food supplies. The 
real price fall of cereals might have reduced growth rates by 0.1 
percentage point (based on a price elasticity of 0.3, a price fall of 1 
per cent per year and cereal share of total food output of one 
third). An increase of the annual growth of world food supplies by 
0.3 percentage point would have allowed a rise of per capita food 
consumption of developing countries of 1.2 instead of 0.3 per cent 
per year. 
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Chapter 3 

STRUCTURAL CHANGES IN MAN! 

The growth of industrial output has been the main 
driving force behind the economic development of 
developing countries. Over the last 30 years industry 
has expanded at an accelerating rate and, as its share 
in total output has grown, it has played an important 
role in increasing the overall economic growth rate 
of developing countries. Whereas in 1950 the share 
of manufactures in the the combined GDP of deve
loping countries was not more than 12 per cent, in 
1980 it is estimated to have been around 20 per cent. 
However, the growth has been unequally distributed 
among countries, owing to both the particular inter
national environment prevailing in the post-war 
period and large differences in domestic factor 
endowment. 

A. Pattern and growth of manufacturing output and 
trade in developing countries in the 1950s and 1960s 

Since the second world war the location of the 
industrial growth centres within the developing 
world and the strategies of industrialization pursued 
by them have varied substantially. A number of 

, Latin American countries had already reached a cer
tain level of industrialization by the beginning of the 
post-war period, with manufacturing accounting for 
15-30 per cent of GDP. This industrialization was 
largely based on policies of import substitution 
adopted in the face of balance-of-payments con
straints and deteriorating terms of trade for their pri
mary commodity exports. 

However, during the 1950s the dynamism of 
industrialization shifted to South-East Asia, in the 
aftermath of the Korean war. Much of the impetus 
behind the industrialization of the countries in this 
region came from the export of labour-intensive 
goods such as clothing and other textiles, footwear, 
and toys. During the 1960s South-East Asia con
tinued to be most dynamic with respect to manufac
turing growth in the developing world, with a 
number of other countries in the region joining the 
pioneers of the 1950s. Rapid growth of exports also 
gave a boost to manufacturing in developing coun
tries elsewhere, especially those which already had 
an industrial base such as Argentina, Brazil, India, 
Mexico, and Yugoslavia. 

Behind the export performance of these deve
loping countries lay the unprecedented growth in 
industrialized countries, which led to a shortage of 
labour and rapidly increasing labour costs in the late 
1960s and the 1970s, inducing enterprises to seek 
means of performing the labour-intensive parts of 
their industrial processing in countries with rela
tively low labour costs, whether by subcontracting or 
by other means. The resulting redeployment of 
industrial activity to developing countries repre-

FACTURING OUTPUT AND TRADE 

sented an extension of the intraindustry specializa
tion which had also played an important role in 
accelerating trade in manufactures among developed 
countries in the post-war period. 

Redeployment received an additional impetus 
from various policies adopted by governments in 
both - developed and developing countries. For 
example, for imports into the United States under 
items USTS 806.30 and 807.00 duties could be levied 
only upon value added abroad in cases where 
imports originated in the United States.67 Moreover, 
several developing countries provided free produc
tion zones, areas benefiting from various privileges 
designed to attract foreign investors wishing to take 
advantage of cheap labour for the purpose of 
export-oriented production. 

The association between the expansion of manu
factured exports on the one hand and rapid overall 
economic growth on the other eventually led many 
developing countries to move from policies based on 
import substitution to policies placing greater 
emphasis on export promotion.68 By the end of the 
1970s there were about 40 developing countries 
which had manufactured exports exceeding an 
annual total of $100 million. Nevertheless, trade in 
manufactures of developing countries was still 
highly concentrated geographically as regards their 
exports. Half of the increment in their exports in the 
1970s to developed market-economy countries was 
accounted for by only five exporters - the Republic 
of Korea, Hong Kong, Brazil, Mexico, and Singa
pore - and by four importers - the United States, the 
Federal Republic of Germany, the United Kingdom, 
and Japan. Ten countries provided 80 per cent of the 
total increment in exports to developed market-
economy countries. 

B. Industrial diversification in developing countries 
in recent years 

During the 1970s certain developing countries 
began to enter capital-intensive industries on a sub
stantial scale, producing not only for the domestic 
but also for the export market. These countries have 
become increasingly competitive in sectors such as 
iron and steel (sheets, wires, and structures) and 
transport equipment (buses, trucks, cars and ships). 
However, their output largely consisted of standard 

67G.K. Helleiner, "Manufactured exports from less developed 
countries and multinational firms", Economic Journal, March 
1973. 

68Already in the 1960s the rate of growth of developing coun
tries' manufactured exports in terms of volume had begun to over
take that of developed market-economy countries. 



products, and the technology and designs which they 
used were still mainly those of developed market-
economy countries.69 

Developments differed from industry to industry. 
For example, the low level of steel production in 
developing countries until recently was associated 
with the limited domestic demand resulting from the 
absence of substantial industrialization, the inadeq
uacy of internal transport networks, and a poor 
endowment of coal resources.70 Lack of domestic 
demand meant that the economies of large-scale 
production, characteristic of the industry, could have 
been exploited only if production had been pri
marily for export. However, production for export 
was inhibited by a lack of coal reserves to match the 
immense deposits of iron ore which exist in deve
loping countries. Moreover, in most developing 
countries the transport networks were not suffi
ciently developed to permit use of indigenous ore 
supplies for steel production. 

The situation gradually changed in part because of 
the progressive exhaustion of the richest ore deposits 
in the developed countries and also because of dra
matic falls in shipping costs, especially in the case of 
iron ore. As a result of these developments, there was 
a shift in the geographical pattern of steel produc
tion in favour of new regions and new countries. 
There was also a very large rise in exports of iron ore 
from developing countries. 

In view of the widespread adoption of policies 
designed to increase levels of industrialization in 
developing countries, it was to be expected that the 
opening-up of their iron-ore deposits would be 
accompanied by a marked rise in their share of 
world steel production. The high costs resulting from 
a small scale of operations have yet to be overcome 
in many of those new producing countries, and lack 
of access to supplies of cheap metallurgical coal 
often presents difficulties. With new technologies 
these difficulties are less daunting. For countries 
with deposits of natural gas a new technique, direct 
gas reduction of ore to steel, suitable also for small-
scale operations, offers an interesting possibility. 
Notwithstanding these various obstacles, steel pro
duction in developing countries is expected to 
achieve a steady increase in its share of the world 
total during the 1980s. 

Shipbuilding is an industry whose recent evolution 
in both developed and developing countries has 
been accompanied by the exceptionally widespread 
use by governments of subsidies and protective 
devices.71 Although this complicates the task of 

"Some idea of recent changes in the geographical distribution 
of the output of certain important industrial products can be 
obtained from annex tables A. 14 and A. 15, which cover steel and 
motor vehicles. 

70For a detailed account see K.. Warren, World Steel: An Econ
omic Geography, (Newton Abbot: David and Charles; New York: 
Crane, Russak and Company, 1975), and T. Rimman and R. 
Linden, Shipping - How It Works, (Gothenburg: Rinman and 
Linden AB, 1978), especially pp. 27-45. 

"For a review of the recent evolution of the shipbuilding 
industry in developing countries see HP. Drewry (Shipping Con
sultants) Limited, The Emergence of Third World Shipbuilding 
(London, 1978). 

determining the principal causes of the substantial 
increase in shipbuilding in developing countries, 
available evidence indicates that they have tended to 
specialise in types of production in which assembly 
operations play the main part. It is in assembly 
operations that most advantage can be taken of the 
low costs of skilled labour, and it is noteworthy that 
shipbuilding industries in developing countries typi
cally remain heavily dependent on imports of 
marine equipment. 

With a number of exceptions, principally in Latin 
America, production of motor vehicles in developing 
.countries is also widely characterized by assembly 
operation, and the firms involved are usually affil
iates of the major producing companies with their 
headquarters in developed market-economy coun
tries.72 While in shipbuilding a substantial propor
tion of output in developing countries is frequently 
exported, production of motor vehicles has so far 
been mainly for the home market. However, this pat
tern may now be beginning to change. For example, 
at least in some cases the major companies are begin
ning a process of integrating their operations on a 
world-wide basis for the purpose of producing stan
dardized cars for international markets, and this is 
likely to have implications for vehicle manufacturing 
in developing countries. 

Petrochemicals is another industry in which deve
loping countries are expected to increase their share 
of world production substantially during the 1980s. 
As recently as 1976 non-OECD countries accounted 
for a relatively small share of world productive 
capacity for products such as ethylene (15 per cent), 
propylene (8 per cent), butadiene (5 per cent) and 
benzene (20 per cent).73 However, many developing 
countries, especially major producers and exporters 
of the basic raw materials of petrochemical products 
(oil and natural gas), are now in the process of esta
blishing industries of their own. Substantial expan
sion of petrochemical capacity is under way in coun
tries such as India and the Republic of Korea in 
Asia, Venezuela, Mexico, and Brazil in Latin 
America, Nigeria in Africa, and the oil-producing 
countries in the Middle East.74 Recent projections by 
UNIDO indicate that the share of developing coun
tries in world production of basic petrochemicals 
and thermoplastics, which was only 9 per cent in 
1979, will rise to more than 15 per cent in the mid-
1980s and to as much as about 25 per cent in 1990." 

1 

"The production of motor vehicles in developing countries is 
surveyed in K. Bhaskar, The Future of the World Motor Industry 
(London: Kogan Page; New York: Nichols Publishing Company, 
1980), chapters 12 and 15. 

"OECD, The Petrochemical Industry. Trends in Production and 
Investment to 1985, (Paris, 1979), p. 14. 

740n the planned expansion in petrochemical capacity in var
ious developing countries during the 1980s see the report by the 
UNCTAD secretariat, Fibres and textiles: dimensions of corporate 
marketing structure, (TD/B/C.1/219), United Nations publication, 
Sales No. E.81.II.D.1, paras. 282-295. 

"UNIDO, "Second world-wide study on the petrochemical 
industry: process of restructuring" (ID/WG.336/3), table 1.32. 
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C. Flows of trade and investment among 
developing countries 

The impetus behind industrialization in deve
loping countries did not come only from import sub
stitution and the growth of their exports to deve
loped regions. In recent years their trade in manu
factures among themselves has increased sharply, 
and has been accompanied by intra-regional flows 
of foreign investment. The exports which expanded 
fastest in this trade were in categories such as pro
cessed food, iron and steel, electrical and other 
machinery, radios and refrigerators, and transport 
equipment, for which yearly growth rates in volume 
of 10-30 per cent have been recorded. The most 
impressive performance was for engineering pro
ducts, including road motor vehicles, whose share of 
total trade in manufactures among developing coun
tries rose from 25 per cent in 1970 to 36 per cent in 
1978. 

Labour-intensive products have also been 
important in these trade flows. For example, intra-
trade in certain textiles and clothing has reached as 
much as 50-70 per cent of developing countries' 
total imports of these products.76 Here the beginning 
of a new trend can be discerned with the rapidly 
growing exporters of manufactures switching from 
labour-intensive to capital-intensive products, 
which are exchanged for labour-intensive products 
from other developing countries. This movement 
was closely associated with direct investment by the 
former countries in the latter. 

D. The response of trade policies 

The environment of trade policies within which 
the post-war expansion of international trade took 
place has been far from uniform.77 The non-tariff 
restrictions on trade which were erected by deve
loped market-economy countries in the pre-war 
period and in the aftermath of World War II were 
largely dismantled through actions taken within the 
framework of OEEC (the predecessor of OECD). 
Only in the case of agriculture, especially in Western 
Europe, have high non-tariff barriers been retained. 
By the end of the 1950s trade liberalization began to 
be extended to tariffs on manufactured goods and a 
series of tariff-cutting negotiations (the Geneva, 
Dillon, Kennedy and Tokyo Rounds) took place 
over a period of well over two decades. The reduc
tions obtained in these rounds were on the whole 
more favourable to industrialized countries than to 
developing ones. Partly on these grounds developing 
countries requested preferential access to developed 
country markets, and in the early 1970s the general
ized system of preferences was established in 
UNCTAD. At the same time various regional prefer
ential arrangements were instituted, such as those 

"UNCTAD, "Statistics of trade among developing countries 
by country and product" (TD/B/C.7/36) pp. 8-14. 

"Mention was made earlier in this chapter of certain measures 
taken by governments in both developed and developing coun
tries which were designed to foster exports from the latter. 

between the European Economic Community and 
the ACP states through the Lome Convention. 

It was precisely when the new low-cost exporters 
succeeded in making inroads in the markets of deve
loped market-economy countries that protectionist 
measures were taken by the latter. The first sector to 
be affected by this reaction was the textile industry. 
Quantitative control of trade in textile products was 
introduced in the framework of GATT early in the 
1960s. Initially, it took the form of a Short-Term 
Arrangement affecting cotton textiles, which was 
replaced in 1962 by a Long-Term Arrangement. In 
1973 that Arrangement was succeeded by an 
Arrangement regarding International Trade in Tex
tiles (the so-called Multi-Fibre Arrangement), under 
which control was extended to textiles other than 
cotton. 

As exports of other manufactured goods from 
developing to developed countries began to increase, 
various types of restrictions on, and exceptions from, 
the arrangements for trade liberalization were intro
duced to cover such goods also. For example, the 
concept of "sensitive" products appeared in the con
text of the generalized system of preferences, and 
"voluntary" export restrictions exercised by 
exporting countries themselves under pressure from 
major importing countries became common. The 
shift away from liberalism to more protectionist atti
tudes was exacerbated by the recession of the mid-
1970s, as the labour shortage in developed market-
economy countries was superseded by growing 
unemployment, some of it of a long-term or struc
tural character. Despite the conclusion of the multi
lateral trade negotiations in 1979 (the Tokyo Round) 
and declarations by OECD governments calling for 
freer trade, quantitative restraints, including bilateral 
and global quotas, automatic and discriminatory 
licensing, minimum-price systems, seasonal restric
tions, total prohibition of imports in some cases, 
embargoes, and so on increasingly tended to prolif
erate. Among new products affected by restraints on 
the exports of developing countries were tableware, 
luggage, tyres and tubes, light engineering products, 
electrical apparatus, iron and steel, television sets, 
and plywood. By the end of 1979 the developed 
market-economy countries maintained import res
trictions of various kinds on no less than 280 manu
factured goods.78 

E. Structural adjustment in developed countries 

The newly emerging pattern of trade relations 
between the developed and the developing world has 
given rise not only to the protectionist response 
described above but also to more constructive policy 
reactions based on an increasing awareness in deve
loped market-economy countries of the need to find 
alternative uses for resources currently employed in 
branches of industry characterized by low produc
tivity and threatened by imports. These reactions 
have taken several forms including policies to pro-

""Review of developments involving restrictions of trade: 
Report by the UNCTAD secretariat" (TD/B/805/Supp.3), paras 
22-27. 
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mote growth and employment in general, measures 
involving more specific forms of intervention, and 
attempts to anticipate future developments. 

In the 1950s and 1960s adjustment was achieved 
mainly through fast growth and an efficiently func
tioning labour market, which enabled expanding 
sectors of the economy to absorb the labour and cap
ital laid off in uncompetitive industries. However, 
from the mid-1970s onwards fears of inflation 
increasingly inhibited policies aimed at the promo
tion of overall growth. Indications that the demand 
for certain consumption goods was approaching 
levels of saturation made it more difficult than previ
ously to follow employment policies based princi
pally on transferring labour between different 
branches of industry. As a result, recourse was 
increasingly had to other solutions, such as increa
sing employment in the service sector, the prolonga
tion of educational and vocational training, reduc
tions of working hours, and earlier retirement, 
though none of these measures proved completely 
satisfactory.79 

The more specific forms of intervention have 
included measures at a micro-economic level to 
redeploy the labour force, to provide funds to parti
cular industries, or even on occasion particular 
firms, for the re-orientation of production, and out
right compensation for losses incurred in closing 
down businesses. Other measures at this level have 
been the provision of advice and assistance in con
nexion with the management and research required 
for industrial reorganization. 

However, many of the policies adopted in the 
1970s to facilitate the restructuring of industry have 
proved very costly. Moreover, they have often been 
confronted with the opposition of labour and 
employers in declining industries. In a number of 
cases this opposition, backed up by lobbying and 
other forms of political pressure, has led to the pro
vision of government subsidies designed to maintain 
levels of activity in particular industries and firms. 
Although it is often not easy in the depressed condi
tions of much of the second half of the 1970s to 
assess the long-term viability of enterprises in diffi
culty, there can be no doubt that in some cases sub
sidies have hindered the process of reallocating 
resources in more efficient or socially beneficial 
directions. 

Efforts to anticipate future developments and thus 
to prevent the emergence of additional difficulties at 
the level of firms and industries have involved var
ious kinds of initiative. For example, studies have 
been undertaken in several developed countries to 
analyse the factors determining changing patterns of 
international competitiveness. The general picture 
emerging from these studies was that developed 
countries were most likely to maintain superiority in 
sectors where special skills in the fields of research, 
product design and running complex operations 

"In some countries unemployment pay was substantially 
improved in order to alleviate the effects on individuals of pro
longed periods without work. 

were most important. By contrast, industries charac
terized by large inputs of less skilled labour or by 
capital-intensive processes for producing highly 
standardized products were likely to be subject to 
increasing competition from developing countries.80 

F. Disparities in industrial progress among 
developing countries 

The foregoing survey of industrial progress in 
developing countries during the post-war period 
indicates how very unevenly distributed it has been. 
Two contributing factors merit special mention. One 
is the tendency for firms in developed market-
economy countries to show marked preference for a 
limited number of developing countries in deciding 
on their foreign direct investment and their subcon
tracting of labour-intensive industrial processes.81 

Both economic and other considerations appear to 
explain this preference, which has meant that only a 
minority of developing countries has enjoyed pros
perous export-led growth. 

The other factor is the economies of scale which 
oblige many industries to be of a certain minimum 
size, if they are to be operated economically. This 
explains why only countries with large domestic 
markets, such as India have been able to pursue a 
policy of diversified industrial development based 
on the home market which does not require exports 
to play the role of a primary driving force. 

Consequently, only about 25 developing countries 
have attained a share of 20 per cent for manufac
tured output in GDP. Most of them are countries in 
Latin America and South-East Asia, but a number 
of oil-exporting countries have recently made major 
efforts to develop their industry, which in some cases 
is now more important than agriculture in terms of 
the contribution to GDP. Nevertheless, in view of 
the dominance of the oil-producing sector, the share 
of manufacturing in the GDP remains low in these 
countries. Least progress in industrialization has 
been made in Africa, where only few countries have 
reached a share in GDP of 20 per cent for manufac
turing and only 7 a share of 15 per cent. Neverthe
less, there are 10 African countries among the more 
than 40 referred to above which export manufac
tured products of a value of at least $100 million 
annually. 

80It should be noted that initiatives to promote redeployment in 
developed market-economy countries have not only been aimed 
at reallocating resources in various ways in their own economies 
but also at promoting the transfer of certain activities to deve
loping countries through the provision of financial and other 
forms of assistance at the level of the firm. For example, see 
UNIDO, "Structural changes in industry" (UNIDO/ICIS.136), p. 
43. 

81 For the pressures generated by competition amongst deve
loping countries over agreements with firms in developed market-
economy countries for industrial co-operation and the subcon
tracting of labour-intensive processes see F. Frobel, J. Heinrichs 
and O. Kreye, The new international division of labour (Cambridge 
University Press, 1980), especially chapter 5. 
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Chapter 4 

INTERNATIONAL 

The growing control of transnational corporations 
over large areas of production and trade in recent 
years has been accompanied by an increase in the 
importance of the role played by private financial 
institutions in world financial and monetary affairs. 
Perhaps the best-known reflection of this pheno
menon is the rapid growth of the Eurocurrency 
market, whose size in 1980 was about ten times that 
of a decade earlier (see table 27). The increased 
importance of offshore (that is to say Eurocurrency) 
markets in relation to domestically held interna
tional liquidity, on the one hand, and the increased 
relative size of private holdings and transactions in 
these markets over the last ten years, on the other 
hand, have shifted into private hands a substantial 
measure of control over international liquidity. This 
is sometimes described as the growing "privatiza
tion" of the international monetary system. 

TABLE 27 

The Eurocurrency market and reserve holdings, 1971-1980 
(End-year: billions of US dollars) 

Gross size of Eurocur
rency market: of which . 
Liabilities to central 

banks 
Net size of Eurocurrency 

market 
World foreign-exchange 

reserves:3 of which . . . 
Developed market-

economy countries . 
Major petroleum 

exporters 
Other developing coun-

1971 

150 

15 

85 

134 

109 

9 

16 

1975 

480 

70 

250 

225 

138 

58 

29 

1978 

930 

120 

485 

356 

235 

56 

65 

1979 

1190 

155 

600 

390 

245 

71 

74 

1980 

1470 

180 

735 

Source: Eurocurrency market: Morgan Guaranty Trust Company of New York, 
World Financial Markets, May 1981; Foreign-exchange reserves: UNCTAD, Handbook 
of International Trade and Development Statistics, 1979 (TD/STAT/8), table 5 2, and 
Handbook of International Trade and Development Statistics Supplement 1980 (TD/ 
STAT/9), table 5.2 

* Excluding those of socialist countries. 

The effects of the "privatization" of the market 
are making themselves felt in many different fields. 
In the first place, it has been associated with a rise in 
the capacity of the private sector to move enormous 
sums of money across the foreign exchanges, gen
erating in the process fluctuations in exchange rates 
which monetary authorities have often found diffi
cult to contain with the reserves at their disposal. 
The existence of such large sums of volatile funds, 
circulating in highly integrated capital markets, has 
also increased the difficulties of domestic monetary 

MONEY MARKETS 

control and had a significant effect on the context 
within which reform of the international monetary 
system must be considered. As was noted earlier in 
this report, during the 1970s private financial institu
tions expanded their share of the long-term finan
cing of the payments deficits of the non-oil-
exporting developing countries. This trend was asso
ciated with significant differences in the amounts in 
which, and the terms on which, external financing 
was made available to different categories of deve
loping countries. 

Naturally, the spectacular growth of the offshore 
markets increased the size of liquid assets available 
to private participants in the foreign exchange mar
kets. Precise estimates of such private holdings, how
ever, are difficult to obtain. One much-cited set of 
estimates of this kind was made by the United States 
Tariff Commission for 1969-1971.82 This indicates 
that the liquid assets held in the international money 
markets by seven major types of participant 
amounted to $268 billion in 1971. This figure is 
clearly an approximate one, and there is some doubt 
as to how quickly some of the sums involved could 
be mobilized. However, even after any necessary 
qualifications have been made, a comparison of this 
total with the estimates for foreign reserves is 
instructive and lends support to the assertion of the 
Federal Trade Commission that its estimates "give 
evidence of the size of the independent, largely 
uncontrolled monetary system that has sprung up 
within the comfortable old world of domestic sys
tems, central banks that manage them (or try to), and 
stocks of international reserves used to hold things 
steady until balance-of-payments 'adjustments' can 
work themselves out, largely through the mechanism 
of international trade."83 No exercise similar to that 
of the United States Tariff Commission seems to 
have been carried out in recent years. But in view of 
the growth in the size of the international money 
market since that date the above statement seems 
more pertinent than ever. 

It is beyond doubt that the expansion of the liquid 
assets at the disposal of private participants in the 
international money markets played an important 
role in the breakdown of the international monetary 
system based on fixed exchange rates. While the col
lapse of the Bretton Woods system also reflected the 
effects of other underlying factors, the speculative 

^United States Tariff Commission, Implications of Multina
tional Firms for World Trade and Investment and for U.S. Trade 
and Labour, Report to the Committee on Finance of the United 
States Senate and its Sub-Committee on International Trade 
(Washington, D C , 1973), pp. 534-543. 

"Ibid., p. 541. 



movements of large capital flows across foreign 
exchanges was perhaps decisive in the move to gen
eralized floating in March 1973. 

To be sure, the advent of generalized floating has 
dampened speculative capital moves under the pro
tection of a one-way option. However, the floating 
system has given rise to another motive for capital 
movements, namely, capital flows generated by 
international portfolio adjustments. It is now com
monly held that floating transforms international 
currencies into portfolio assets and that portfolio 
holders adjust their assets in reaction to changes in 
monetary expectations. Hence, the frequency of 
portfolio adjustments imparts increased volatility to 
short-term exchange rates. The empirical evidence 
confirms beyond any doubt the increased volatility 
of short-term exchange rates since March 1973. IMF 
data show that the average monthly variability of 
effective exchange rates rose for a group of deve
loped market-economy countries from 1.1 per cent 
in the period January 1967 to March 1973 to 1.7 per 
cent in the period April 1973 to December 1978 and 
for another group consisting almost entirely of deve
loping countries from 1.7 per cent to 2.4 per cent in 
the same periods.84 However, these average monthly 
figures obscure the magnitude of the larger fluctua
tions in exchange rates during shorter periods.85 

The spectacular rise in the size of, and in the 
investment activities associated with, private port
folios has also increased the linkage between finan
cial markets and other asset markets.86 This growing 
linkage is associated with improvements in commu
nications, the greater knowledge and sophistication 
of investors, and the existence of institutions which 
complement their involvement in commodity trading 
not only with close links to the banking system but 
also in many cases the provision of financial services 
on their own account.87 As a consequence of the 

"International Monetary Fund, Annual Report 1979 (Wash
ington, D C , 1979) table 13. The exchange rates used in these cal
culations were monthly import-weighted effective rates, and 
variability was defined as the standard deviation of the monthly 
percentage changes in rates in relation to the average monthly 
percentage change. 

"For example, the average weekly effective exchange rates 
from April 1973 to April 1974 for the four major currencies, the 
U.S. dollar, the deutschemark, the pound sterling and the yen 
varied from 0.71 per cent (for sterling) to 0.93 per cent (for the 
deutschemark). Simultaneously, the maximum week-to-week 
changes in these rates varied from 2.55 per cent (for the dollar) to 
6.4 per cent (for the yen), and the amplitude of these rates during 
the year varied from 9.97 per cent (for sterling) to 15.7 per cent 
(for the deutschemark). 

""Investors and speculators, both private individuals and large 
financial institutions, are increasingly tending to consider not 
only gold and other precious metals but also base metals and 
other commodities as suitable assets for the purpose of diversi
fying their portfolios. See, for example, John Edwards, "A new 
breed of speculator", Financial Times, 24 January 1981. As 
Edwards puts it, "While the present uncertainty continues in the 
world monetary system, it is difficult to see normalcy return to the 
commodity markets. They are, after all, an alternative form of 
wealth increasingly referred to as 'paper' money". 

"For the institutional framework within which commodity 
trading takes place, see the report by the UNCTAD secretariat, 
Fibres and textiles: dimensions of corporate marketing structure {op. 

above, short-term foreign exchange rates have come 
to be determined in the asset markets in virtual isola
tion from factors operating in the long-term on the 
current account. Foreign exchange transactions have 
increased not only through the greater activities of 
private participants, but also through the increased 
intervention of monetary authorities trying to 
manage exchange rates and implement monetary 
control at the same time. Chart 14, which is based on 
rough estimates, demonstrates the dramatic rise in 
the average daily volume of foreign exchange trans
actions from 1970 to 1979. 

The available evidence on the activities of major 
banks and the comments of observers at the time 
also indicates that it was the private sector rather 
than the monetary authorities which were primarily 
responsible for the large monetary movements which 
characterized periods of disturbance in the foreign 
exchange markets. 

A. The role of foreign exchange transactions in the 
international money markets 

The increased size of the Euromarkets (especially 
of inter-bank transactions in them) has been closely 
associated with their growing involvement in the 
markets for foreign exchange. The evidence on the 
scale of this involvement is somewhat fragmentary 
but suggests that as much as 90 per cent of transac
tions in foreign exchange probably consists of inter
bank trading. This agrees with indirect evidence con
cerning the assets and liabilities of banks involved in 
the international money markets and the relation
ship between interest rates for borrowing and 
lending of different maturities.88 This indirect evi
dence can be gleaned in two ways. The first involves 
simply banks' repositioning in currencies. Under 
floating conditions borrowers and traders prefer 
taking a position in the currency of their transaction 
needs. The other turns on the forward-market func
tion in cases where borrowers and lenders hedge 
against future spot-rate movements. The indirect 
evidence bearing on these matters is of the following 
kind. First, inter-bank transactions, when compared 
with those involving primary depositors and end-
users, show very little maturity transformation. This 
maturity evenness, which is not typical of financial 
intermediation, is indicative of forward covering. 
Secondly, covered interest margins for a given matu
rity are closer to zero in the Euromarkets than in 
domestic and national markets. This implies that 
short-term capital flows are passing across curren
cies to hedge against foreign risks. 

cit.), chapter II. This study documents the diversification of the 
major companies involved in the trading of primary commodities 
into fields such as the provision of financial services, their links 
with large banks, and the evolving networks of economic and 
financial intelligence in this area. 

"'Evidence on the proportion of foreign-exchange turnover 
consisting of inter-bank trading can be found in I.H. Giddy, 
"Measuring the world foreign exchange market", Columbia 
Journal of World Business, Winter, 1979, pp.41-43, and in Group 
of Thirty, The foreign exchange markets and floating rates (New 
York, 1980). Indirect evidence on the position of banks in the 
international money markets can be found in the Bank of England 
Quarterly Bulletin, various issues. 
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CHART 14 

Indicative chart of world foreign exchange trading volume 
(Average daily volume of spot and forward trading) 
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B. The impact of structural market changes on 
developing countries 

As has been pointed out, the large mass of private 
holdings of international currencies generates dis
turbances and patterns of movements of footloose 
funds which curtail the autonomous conduct of 
economic policies. The limitations on national con
trol are particularly evident in two areas: exchange 
control and control of the money supply and dom
estic interest rates. Many recent developments fur
nish ample evidence of the strains placed on interna
tional economic co-operation by the international 
transmission through capital movements of changes 
in national monetary policies. 

The growth of international banking which has 
accompanied the expansion and structural change of 
international capital markets has from the beginning 
been associated with the growing activities of trans
national corporations.89 The close links between 
international banking activities and transnational 

"On the relationship between the expanding activities of trans
national corporations and those of international banks see, for 
example, United States Tariff Commission, op. cit, pp. 506-517. 

corporations pose a dual problem for national gov
ernments as a result of their access to external fin
ance from international banks. Transnational cor
porations can escape domestic credit controls, and 
by deciding where to direct their borrowed funds, 
can determine the direction of a significant portion 
of the pattern of global credit. 

For the developing countries, these multiple facets 
of the "privatization" of the international monetary 
and credit systems have a considerable impact. In 
the first instance, the growing importance of the pri
vate sector in international finance has affected 
financial flows to developing countries during the 
last decade. The proportion of the long-term finan
cing of the deficit on current account of the non-oil-
exporting developing countries which was accounted 
for by private flows other than direct investment rose 
from little more than 15 per cent in 1971 to almost 
one-half in 1979. During the same period the pro
portion of such financing which was accounted for 
by bilateral and multilateral official development 
assistance and other official flows fell from 62 per 
cent to 35 per cent. This new pattern of financial 
flows to developing countries has important implica
tions both for the distribution among them of avail
able funds and for their burden of interest costs. 
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The financing from the international capital mar
kets made available to developing countries has been 
highly concentrated on a relatively small number of 
borrowers. So far, only a few developing countries 
have managed to raise money in the form of interna
tional bonds. Many more have borrowed from the 
international banking system. However, even here a 
small minority has accounted for a large part of total 
borrowing by non-oil-exporting developing coun
tries. Indeed, the share of such borrowing by only 
five countries varied from 55 per cent to 80 per cent 
during the period 1971-1979.90 The role played by 
external financing in the balance-of-payments 
adjustment process of developing countries is dis
cussed in part II, chapter 3 of the report. Suffice it 
here to emphasize that the shift in the financing of 
the payments deficits of developing countries tow
ards private sources has made them increasingly vul
nerable to the high and fluctuating international 
interest rates which have characterized much of the 
1970s. 

The increased role of private markets in the inter
national financial system raises the question of the 
scope of activities of multilateral financial institu
tions. The issue is whether these institutions provide 
finance to developing countries facing either pay
ments deficits or foreign exchange constraints in a 
manner that offsets or complements the financing 
patterns of private markets. To put the matter differ
ently, it should be ascertained whether official insti
tutions have exercised a residual banking role or 
have simply conformed to the financing pattern 
emerging from private financial markets. The evi
dence shows that in 1975 and 1976, two years of pay
ments crisis, the IMF directed 50 per cent and 40 per 

'"UNCTAD, Handbook of International Trade and Develop
ment Statistics, 1979, (United Nations publication, Sales No. E/ 
F.79.II.D.2), and Handbook of International Trade and Develop
ment Statistics, Supplement 1980, (United Nations publication, 
Sales No. E/F.80.II.D.10 and corrigendum), table 5.12. The latter 
source also shows that, if borrowing by major petroleum exporters 
is included and countries are classified by their GDP per capita in 
1977, developing countries with a GDP per capita of more than 
$1,000 accounted for more than two-thirds of total borrowing by 
such countries in all years during the period 1973-1979 except 
1974 (when the proportion was 61 per cent). In a recent article 
based on different statistical sources, T. Killick shows that in 
March 1980 lower-income developing countries (defined as those 
with average income per capita of less that $300 in 1978) actually 
had deposits in the Eurocurrency market of a total value larger 
than that of the loans which they had received from it. (See T. Kil
lick, "Euromarket recycling of OPEC surpluses: fact or myth", 
The Banker, January 1981, table 5.) 

cent respectively of the credit extended to deve
loping countries to the 11 major borrowers on the 
Euromarkets.91 

C. The implications for international monetary reform 

In the context of international monetary reform 
perhaps the main reasons for concern about the 
growing "privatization" of the international mone
tary system are its association with periods of 
harmful instability in the markets for foreign 
exchange and the closely-related question of the 
implications of the private sector's present role for 
attempts to bring the supply of international money 
and its distribution under better control. In the past 
there was often a tendency to assume that, apart 
from the benefits of increased trade and the like, 
which would accrue to all members of a smoothly 
functioning international monetary system, the 
interest of developing countries in reform lay princi
pally in creating a link between the provision of new 
international liquidity, on the one hand, and of addi
tional development finance, on the other. While 
schemes of this kind could still play a very useful 
role among measures designed to improve the size 
and distribution of financial flows to developing 
countries, the major stake of developing countries in 
international monetary reform lies in placing the 
creation and distribution of international liquidity in 
the context of a coherent global policy responsive to 
the requirements of the adjustment process. 

The above discussion also suggests that deve
loping as well as developed countries have a growing 
interest in any steps which would help to curb the 
currency turbulence associated with the huge inter
national movements of funds which the private 
sector is capable of generating. Developing countries 
have been tending to expand their points of contact 
with the international financial system in recent 
years, and cannot avoid being affected by fluctua
tions in interest and exchange rates in world mar
kets. Moreover, as was noted earlier, it is also likely 
that the prices paid to exporters of primary commod
ities will be increasingly affected by currency insta
bility in view of the tendency now observable tow
ards a closer relationship between foreign-exchange 
transactions on the one hand and investment and 
speculation in commodity markets on the other. 

"Mexico, Brazil, Venezuela, Republic of Korea, Argentina, 
Algeria, Philippines, Nigeria, Indonesia, Ecuador, Chile. 
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Chapter 5 

SHIPPING: STRUCTURAL CHANGE AGAINST THE BACKGROUND OF LONG-TERM TRENDS 

Transport in general and shipping in particular 
are important aspects of international economic 
relations. Indeed, the structure and direction of trade 
and the organization of the shipping markets are 
closely linked and interdependent. It is not sur
prising, therefore, that countries which seek to 
improve their relative position in international trade 
have paid particular attention to the development of 
their merchant fleets. The structure of the world 
shippng market, however, has not made it easy for 
developing countries to increase their participation 
in the world carriage of seaborne foods. This section 
reviews developments in the world fleet ownership 
and technological changes in the shipping sector. 

A. Organizational and structural changes in the world 
shipping market 

Since World War II considerable expansion of 
international seaborne trade and shipping has taken 
place, both in the dry and the liquid cargo sectors. 
The volume of seaborne trade reached 3.5 billion 
tons in 1978, a four-fold increase since the 1950s. 

An overwhelming share of the supply of shipping 
services has remained in the hands of developed 
market-economy countries, and the organization 
and functioning of world shipping markets has con
tinued to be shaped by their influence. Some forms 
of international shipping market structures, such as 
the liner conference system, date back to the 19th 
century. Others, in particular those predominant in 
the bulk trade, are of more recent origin. 

Developing countries did not until very recently 
play an active role in the institutional developments 
in the world shipping market. As a result, dominant 
institutions in the organization of the world shipping 
market remain those established by the developed 
market-economy countries during the colonial 
period. The market has thus been characterized as 
follows: 

In the general cargo trade, which accounts for 
20-25 per cent of world seaborne trade, the domi
nant position has been held by traditional mari
time shipowners operating cartel-type organiza
tions of liner conferences. 

In the oil and bulk trades transportation takes 
place within vertically integrated concerns. 

A relatively small portion of the total dry bulk 
and oil trade is offered at shipping exchanges 
located in developed countries, where the demand 
for and supply of tonnage play a decisive role in 
determining the level of freight rates. 

More recently, new trends have evolved in the 
organization of the shipping markets. These relate to 

the expansion of horizontal links in the operation of 
container and dry-bulk ships, the expansion of 
strong and integrated links between the shipping 
industry and the international capital and financial 
markets, and the increasing use of open registries by 
shipowners in developed market-economy coun
tries. 

Initial action by developing countries in the res
tructuring process of the world shipping market 
occurred when they took the initiative in UNCTAD 
to bring the activities of liner conferences under 
international regulation through a multilateral 
legally-binding instrument. The initiative came pri
marily from shipper interests in developing coun
tries, in order to reduce the level of freight rates and 
eliminate unilateral actions and arbitrary decisions 
of liner conferences. Their initiative was supported 
by shipowners in those countries, who sought to gain 
membership of liner conferences which was being 
denied to them.92 After prolonged negotiations a 
United Nations Convention on a Code of Conduct 
for Liner Conferences was adopted in UNCTAD in 
April 1974. 

The Convention, inter alia, regulates on equitable 
principles the relationship among member lines of a 
liner conference, on the one hand, and the relation
ship between shippers and liner conferences, on the 
other. Its objectives are to ensure rights of participa
tion, for national lines to carry a substantial share of 
their own trades and in third-flag trades, to balance 
the interests between shippers and shipowners and to 
facilitate the orderly expansion of liner trade. It is 
expected that the Convention will enter into force 
early in the 1980s. 

While the Convention will enable developing 
countries to enter their own liner trades with their 
own vessels, problems still remain because much of 
the valuable cargo is shipped by transnational cor
porations which channel shipments through the tra
ditional conference member lines, leaving the lines 
of the developing countries with low-value and low-
freight-paying items. 

The slow progress of developing countries in 
increasing their share of the world shipping tonnage, 
particularly in the bulk sector, is mainly attributable 
to the fact that fleet ownership and cargo controls 
are largely in the hands of transnational corpora
tions which engage in vertically integrated opera
tions, leaving the developing producing countries to 
play the role of passive suppliers of raw materials. 

"Their initiatives were strengthened by the fact that developing 
countries took a common stand in pursuance of the Charter of 
Algiers (1967) and the Lima Declaration (1972) adopted by the 
Group of 77. 
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This control not only frustrates any downstream 
development, but minimizes the share of the deve
loping countries in the ultimate proceeds of the sale 
of their products, because the transnational corpora
tions can use transfer-pricing techniques to mini
mize profits attributable to operations in developing 
countries. 

Even where transnational corporations are not 
operating vertically integrated industries, bulk ship
ping is still in the hands of the traditional maritime 
countries by virtue of the close relationships between 
shipowners and shippers, the centralization of most 
of these shipping activities in a few cities, and the 
fact that shipping and banking have now become 
highly integrated, all the main banks being situated 
in the developed market-economy countries. 

Notwithstanding the recognition of the principles 
of the Code of Conduct and the introduction of con
sultation procedures between liner conferences and 
shippers, the fact that the corporations of the former 
colonial powers still control shipment at both ends 
of a trade route enables them to influence the freight 
structure to their own advantage, arranging for 
cross-subsidization within the freight structure and 
seeing that any surplus goes to importers in deve
loped countries in the form of rebates, rather than to 
producers in developing countries in the form of 
lower rates. In some developing countries moves are 
being made to consolidate consignments under the 
control of shippers' commodity groups, and this pro
cess offers some hope of changing the balance of 
power. 

B. Structural changes in the world fleet 
and future prospects 

Little change has taken place in the basic structure 
of the ownership and control of the world fleet 
during the past 30 years. In 1955 the developed 
market-economy countries owned 89 per cent of the 
world fleet compared to 6 per cent for developing 
countries, and they have maintained this dominant 
position, owning 82 per cent in 1980. The major 
change that has occurred within this group of coun
tries is the increase in registration of ships benefi
cially owned by developed market-economy coun
tries under open registries. In 1955 the open-registry 
fleet accounted for 10 per cent of world tonnage, but 
by 1980 the proportion had reached 31 per cent. This 
fleet which is, to a large extent, manned by seafarers 
from developing countries, also carries the cargo 
generated by these countries. Yet, the full benefits of 
these operations accrue mainly to the ultimate 
owners in the developed countries. 

Efforts to reverse these trends and to increase the 
participation of developing countries in world ship
ping date back to the third session of UNCTAD held 
in Santiago in 1972. At that session developing coun
tries formulated a target for the growth of their 
national fleets so that by the end of the second 
United Nations Development Decade developing 
countries could achieve a 10 per cent share of the 
world fleet.93 This target was indeed achieved in 
1980. 

"Conference resolution 70(111). 

As may be seen from table 28, the progress 
achieved by developing countries to date has been 
minimal. Further progress with regard to the partici
pation of developing countries in the carriage of 
bulk cargoes generated by their foreign trade calls 
for implementation of measures aiming, inter alia, at 
elimination of institutional structural barriers to 
their participation such as open-registry operations 
and control over bulk movement exercised by trans
national corporations. Such measures, including 
those enumerated in Conference resolution 120(V), 
when taken should enable the developing countries 
to achieve the target of owning at least 20 per cent of 
total world tonnage by the end of the 1980s, as set by 
the General Assembly in resolution 35/56 containing 
the International Development Strategy for the 
Third United Nations Development Decade. 

TABLE 28 

Distribution of world shipping tonnage by groups 
of countries of registration, 1970-1980 
(Mid-year figures, in millions ofdwt) 

Flag of registration 

1. World total 

2. Developed market-
economy countries . . 

3. Open-registry coun
tries 

4. Sub-total (2+ 3) . . . . 

5. Socialist countries of 
Eastern Europe and 
Asia 

6. Developing countries 
total (excluding open-
registry countries) . . . 
of which in: 

Asia 
Latin America and 

the Caribbean . . 
Oceania 

7. Other, unallocated . . 

Tonnage and 
percentage shares 

of world total 
(in parentheses) 

1970 

326.1 
(100.0) 

212.0 
(65.0) 

70.3 
(21.6) 

282.3 
(86.6) 

21.7 
(6.6) 

20.5 
(6.3) 

1.1 
10.7 

8.7 
0.0 

1.7 
(0.5) 

1975 

546.3 
(100.0) 

318.2 
(58.2) 

161.9 
(29.6) 

480.1 
(87.9) 

33.1 
(6.1) 

30.9 
(5.6) 

2.5 
17.7 

10.6 
0.1 

2.2 
(0.4) 

1980 

682.8 
(100.0) 

350.1 
(51.3) 

212.6 
(31.1) 

562.7 
(82.4) 

48.7 
(7.1) 

68.4 
(10.0) 

7.2 
39.1 

21.8 
0.1 

3.4 
(0.5) 

Percentage 
share of world 

in tonnage 

1970-1980 

100.0 

38.7 

39.9 

78.6 

7.6 

13.4 

1.7 
8.0 

3.7 
0.2 

0.5 

Source: UNCTAD secretariat compilations. 

Supplementing the above measures, concerted 
efforts are required to provide adequate manpower 
and training facilities for developing countries. 
Efforts are also being undertaken with regard to 
technical and economic co-operation among deve
loping countries in the field of transport, particularly 
for the purpose of establishing transport links among 
themselves and thus increasing their collective self-
reliance. 
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C. Technological change in shipping 
and multimodal transport 

Vast technological changes have been taking place 
in world transport and drastically affected the struc
ture of the world's shipping and ports industries. The 
main discernible areas of such developments have 
included a rapid increase in the vessel size of tankers 
and bulk carriers. The economic reasons underlying 
this tendency relate first of all to benefits derived 
from economies of scale and lower transportation 
cost per unit of cargo. The tendency to expand the 
fleet of the large crude carrier and very large crude 
carrier type is due to the development of new forms 
of technology for the loading and discharging of oil, 
i.e. offshore and deep-sea terminals, which are not 
subject to the constraints of inland infrastructure. 
These carriers have now reached the size of 500,000 
tons deadweight (dwt). 

Conditions for dry-bulk carriers, however, have 
been different, as they have been faced by more 
complex problems and difficulties, in both exporting 
and importing countries, associated with inland 
facilities (a sufficient depth of water in ports, storage 
facilities, inland transport connexions). As a result, 
the average size of large dry-bulk carriers has stabi
lized at around 100,000 to 120,000 dwt. 

The economic benefits accruing from lower costs 
due to the economies of scale in the sea link of the 
transportation chain could, to a large extent, offset 
the increases in ship prices, bunker prices and some 
other operational costs. 

The high costs of labour-intensive cargo handling 
of break-bulk commodities in developed countries 
led in the 1960s to the development of unitization 
and of containerization and multimodal transport 
operations. Containerization and multimodal trans
port, after having been confined to the trades among 
developed countries, characterized by relatively 
large volumes and balanced flows, was also intro
duced in the trade of developing countries, with a 
time-lag of about 10 years. 

Apart from containerization, various other forms 
of unitization, either competing with or complemen
ting containers, have evolved. These comprise pallet, 
unit load, barge and roll-on-roll-off (Ro-Ro) trailer 
operations, both in a specialized form and in a wide 
variety of hybrid forms. 

The large capital outlay required from shipowners 
operating container services has made organiza
tional changes in shipping necessary. In order to be 
able to raise the necessary finance to operate such 
capital-intensive systems and to rationalize services, 
shipowners formerly competing with each other in 
the framework of conventional liner conference ser
vices have joined forces in the formation of con
sortia and other forms of intensive co-operative 
agreements, further reducing competition within the 
conferences. However, at the same time, powerful 
containership operators outside the conferences have 
emerged. Additional emergent competitive factors 
are landbridge services, which have been introduced 
by both vessel-operating and non-vessel-operating 
multimodal transport operators (MTOs), providing 
shippers with alternatives to conventional unimodal 
services. 

The large capital requirements, and the way in 
which shipowners of -developed countries have 
responded to containerization limit the extent to 
which developing countries can participate in inter
national container transport. The option for opera
tors in developing countries is either to join existing 
consortia or to co-operate on a regional basis in 
order to compete successfully with existing opera
tors. International multimodal transport and con
tainerization have increased the interdependence of 
various modes of transport and their technological 
adaptation to the container has enabled the realiza
tion of door-to-door transport. The intermodality of 
containers allowed for and necessitated the emer
gence of MTOs who assume responsibility for the 
performance of international multimodal transport 
operations. 

The world-wide expansion of containerization led 
to the convening in UNCTAD of a United Nations 
Conference on the International Multimodal Trans
port of Goods and the adoption of a Convention on 
the subject in May 1980, whereby international mul
timodal transport operations are brought under 
mandatory international control. Under the terms of 
the Convention not only is recognition given to the 
rights of States to regulate multimodal transport 
operations within their respective jurisdictions, but 
also an equitable and documentary regime is esta
blished from which parties may not derogate. The 
Convention should thus bring a further element of 
order and of harmonization of policies into the 
expanding world-transport sector, once it enters into 
force. 

D. Developments in ports 

The important structural changes that have taken 
place in the port sector have been the result of four 
major interrelated elements, namely the growth of 
world trade, structural change in the shipping sector, 
developments related to inland transport modes, and 
advances in cargo-handling techniques. 

The consequences of larger and more specialized 
ships have been that new infrastructure and super
structure facilities were required; offering much-
needed safe approach and berthing, quick turn
around and appropriate care for the cargoes. They 
have thus had an impact at the technical, economic 
and social levels. 

The impact has been felt, inter alia, in connexion 
with the access facilities to ports, because of the 
more frequent use of deep-draft ships. Not only will 
this influence the cost of facilities, it may also ulti
mately force governments to build ports in new loca
tions, away from the existing port facilities. New 
equipment will be required, which is characterized 
by two common features: namely an increasing 
degree of sophistication and, as a corollary, high 
initial investment costs. As regards equipment, it is 
important to emphasize the greater dependency of 
developing countries on the developed ones for the 
acquisition and maintenance of such equipment, and 
the associated need for scarce foreign exchange. 

Another aspect of the above-mentioned increases 
in scale, sophistication and cost of new port facilities 
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is the larger demands on public funds to finance 
expensive port investments and the increasing 
recourse at the same time to loans on non-conces
sional terms from private bank consortia or interna
tional lending institutions. 

Furthermore, labour-intensive techniques have 
been increasingly replaced by more capital-intensive 
ones. Almost without exception, high unemployment 
among the unskilled labour force, as well as a 
marked shortage of skilled port personnel, have been 
the result. In a modern port less, but better-trained, 
dock labour is required in order to handle the 
modern equipment which is being introduced. But 
just as important as the dockers are other port per

sonnel, including maintenance staff and operations 
management. To ensure the availability of the 
appropriate port labour force, excessive manual, 
unskilled, low-productivity labour must be con
verted into technically-advanced, highly-skilled and 
highly-productive labour, whenever possible, 
creating new employment opportunities for dis
placed labour in the downstream activities of ports. 
There is thus a need for large-scale training and ret
raining. In the ports of most developing countries 
this conversion is likely to be costly, slow, and frus
trating, and only a fully comprehensive new man
power policy will satisfy the requirements in the 
coming decades. 
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Part IV 

THE DECADE OF THE 1980s: THE WORLD ECONOMY IN TRANSITION 

Chapter 1 

AN OVERVIEW 

This part of the report discusses selected problems 
and possible ways of dealing with them in the next 
two decades. Chapter 1 draws upon the analyses car
ried out in parts I and II, identifying certain factors 
in the current economic situation which indicate 
that, unless policies are significantly changed, world 
economic growth will be substantially lower in the 
1980s than in earlier decades. It then traces the 
implications of such slow growth for developing 
countries, given past trends in economic structures 
and policies. It concludes that a pattern of develop
ment which relies on existing mechanisms of trans
mission of growth would lead to low growth rates in 
developing countries as a result of the expected slow
down in growth in the world economy in general. 
This outcome could prove particularly arduous for 
developing countries and would contribute to 
increased social and political instability which in 
turn would have severe economic consequences. 

In the light of this conclusion that slower growth 
rates may themselves provoke unstable situations, 
chapter 2 examines the consequences of an inde
pendent and self-sustained acceleration of growth in 
developing countries, in the absence of any other 
measures to restructure the world economy. A world 
trade model is used to estimate the size of trade and 
production imbalances which would emerge in a 
world of increasingly divergent growth rates as 
between developed and developing economies. It is 
found that the size of the trade imbalances generated 
over the next decade or so is such that reliance solely 
on financial measures to reconcile them would result 
in levels of indebtedness and a debt structure that 
could not be sustained by the existing financial 
mechanisms. However, over a longer period the dis
tribution of world production would become more 
balanced and in the long run would produce more 
sustainable trade patterns as well. 

In particular, if solutions could be found to the 
medium-term trade imbalances associated with 
accelerated growth in developing countries, the 
improved performance of developing countries 

made possible by that growth could reinforce the 
long-term trends towards a more balanced pattern 
of world trade and production. Thus, the achieve
ment and maintainance. of faster growth by deve
loping countries may be viewed as a medium-term 
problem, which, if solved, would allow time for 
bringing about the longer-term structural changes 
required in the world economy. 

Chapter 4 discusses in more detail the implications 
of the projections for three sectors of special import
ance to the development process, namely manufac
turing, food and energy. It concentrates on the 
nature of the changes which would come about in 
the next two decades with respect both to national 
economies and the structure of international trade. 
The projections indicate that, while world food sup
plies may be sufficient t c meet requirements, deve
loping countries would continue to be importers of 
basic foodstuffs. For most of them, the additional 
burden on the balance of payments imposed by these 
imports would not be very significant. However, a 
number of low-income countries, suffering from 
slow growth and adverse ecological conditions, 
would continue to need external assistance in the 
year 2000 to ensure an adequate level of food 
imports. If high growth rates are achieved, a large 
part of the world's population in developing coun
tries would benefit from a process of rapid industri
alization. Manufacturing output in these countries 
would become more balanced in structure, as pro
duction of the capital goods industries increased and 
eventually surpassed production levels in light 
industry. Further, a strong upsurge in trade among 
developing countries would be associated with fast 
growth in manufacturing output because of speciali
zation within the developing world. However, the 
need to develop domestic energy supplies could 
imply heavy investment costs. By recourse to 
energy-saving technologies and energy development 
paths that economize on capital, the domestic as well 
as the foreign exchange component of energy costs 
could be substantially reduced. 
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Chapter 2 

THE PROBLEMS OF THE 1980s 

The review of the current economic situation pre
sented in part I and the analysis of the post-war 
period contained in part II of this report clearly indi
cate that the problems facing the world economy are 
not cyclical in nature but rather reflect deep-seated 
and long-term phenomena. While there are basic 
differences in the economic environments in which 
different countries and groups of countries find, 
themselves, nevertheless there are a number of 
common factors which point to somewhat slower 
growth in the 1980s than in the previous three 
decades. 

First, as was made clear earlier, it is unlikely that 
the unprecedented rates of growth of productivity of 
the post-war years can be maintained indefinitely. 
In particular, it should be borne in mind that the 
trend rate of increase of productivity over approxi
mately the 100 years ending in 1970 for what today 
are considered developed market-economy coun
tries was about 1.7 per cent per annum, which con
trasts sharply with the average of over 3 per cent 
during the period 1950-1970.94 

Second, projections of labour force growth in the 
developed countries indicate that growth will be 
significantly below historical rates in the 1980s and 
1990s, particularly in North-western Europe, the 
socialist countries of Eastern Europe and Japan. 
Indeed, in North-western Europe the male labour 
force is expected to undergo an absolute decline in 
the late 1980s. On the other hand, among developing 
countries the major exporters of manufactures in 
Asia are the only group expected to show any signifi
cantly slower growth of the labour force. 

Third, the developed market-economy countries 
as a group have become increasingly dependent 
upon external sources for many of their raw material 
requirements, with energy being the most obvious 
example. By itself this is not a constraint on growth, 
particularly if these countries are able to pay for 
higher imports through higher net exports of manu
factures. However, the terms of trade of raw mate
rials relative to manufactures are quite sensitive to 
changes in aggregate demand. At the same time, 
external sources of energy must fill the gap between 
an essentially fixed or slowly growing supply of 
domestically produced energy and a demand which 
is closely tied to the level of economic activity. 
Rapid economic expansion on the part of these 
economies in such a situation will inevitably result in 
very large trade imbalances exacerbated by strong 
upward pressures on prices. 

"Over the longer run it is extremely difficult to predict the 
timing and impact of new technologies. Thus, any assumption 
about productivity in the future would become less and less cer
tain the longer the perspective taken. 

Fourth, many of the developed market-economy 
countries appear to be having increasing difficulties 
in controlling their domestic price levels. While there 
is an element of imported inflation in this situation, 
the underlying causes are to be found for the most 
part in domestic economic and social structures. At 
the same time, there has been a significant shift tow
ards the use of restrictive monetary policies as the 
major policy tool in attempts to control inflation. To 
date, however, there have been few indications of a 
dramatic reversal of inflationary tendencies. Indeed, 
given that the sources of inflationary pressures have 
changed and that problems of inflation have been 
compounded by the other factors mentioned above, 
a sustained reversal would be unlikely in the absence 
of significant changes in policy. 

For all of the above reasons, it would seem that 
the developed market-economy countries will not be 
able to approach previous levels of economic per
formance for some time to come. This conclusion is 
reinforced by the observation that the structural 
changes and technological innovations required for 
a return to balanced growth require long gestation 
periods. Furthermore, significant shifts have taken 
and are taking place in the nature and dimensions of 
the economic problems confronting the developed 
market-economy countries and their solution gen
erally calls for the creation of a new social consensus 
before the requisite changes in economic policies can 
be made. 

The inescapable conclusion is that a return to 
former rapid rates of economic growth is unlikely in 
the foreseeable future. Similar conclusions have also 
been reached by other institutions. For example, the 
World Bank estimates that the developed market-
economy countries will grow at a rate of about 2.8 
per cent per annum on average during the 1980s as a 
whole if present policies in those countries remain 
unchanged.95 On the assumption of a dependency 
relationship, the World Bank staff conclude that the 
developing countries would grow at 4.5 per cent per 
annum.96 

Using a model incorporating the same depend
ency relationship, estimates by the UNCTAD secre
tariat97 of likely future rates of growth for deve
loping countries agree in broad outline with those of 

"World Bank, World Development Report, 1981 (Washington, 
D C , August 1981) pp. 8-10. 

96 Ibid. p. 15. On the other hand, the World Bank also examined 
a set of complementary policies which, resulting in a rate of 
growth of 3.6 per cent per annum for the developed market-
economy countries, would allow developing economies to achieve 
a 5.7 per cent rate. 

"See Chapter 3 for a brief description of the UNCTAD model. 
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the World Bank, given their respective assumptions 
regarding rates of growth in the developed market-
economy countries. However, the World Bank's 
assumptions in this respect appear to be somewhat 
optimistic, particularly in view of the outlook for 
1981-1982. For example, assuming an annual 
average rate of growth of GDP of about 1.8 per cent 
in 1981-1982, the World Bank's "low" scenario 
would require that the developed market-economy 
countries achieve an annual average rate of about 
3.1 per cent for the remainder of the decade. A 
similar calculation results in an annual average rate 
of growth, on the basis of the "high " scenario, of 4.1 
per cent. In the light of the problems facing these 
economies, it is unlikely that even the "low" assump
tion will prove realistic unless policies change signi
ficantly. 

If the somewhat exceptional nature of economic 
growth in the 1950s and 1960s is taken into account, 
an alternative basis for estimating probable growth 
in the 1980s would be to examine long-term produc
tivity trends in conjunction with the expected growth 
of the labour supply. The male labour force in deve
loped market-economy countries is likely to grow at 
about 0.6 per cent for the decade as a whole. On the 
basis of the long-term productivity trend of 1.7 per 
cent per annum noted above, the rate of growth of 
GDP for the developed market-economy countries 
in the 1980s would average about 2.3 per cent. A 
higher participation rate of the female labour force 
may contribute to increasing the growth rate some
what, raising the rate to perhaps 2.4 per cent. 

In the past it has proved difficult to maintain for 
prolonged periods widely differing rates of econ
omic expansion among different groups of countries 
which have close trading relationships. For deve
loped market-economy countries and developing 
countries this point is illustrated for the period 1960-
1980 by the rates of growth of GDP in chart 15. 
Nevertheless, the decade of the 1970s and in parti
cular the latter half, has been characterized by some 
widening of the gap in growth rates between the two 
groups of countries, the rate of growth having 
slowed down in both groups. Growth in the deve
loping countries, moreover, would not have reached 
the actual rates experienced were it not for the large 
current account surpluses of some developing coun
tries (mainly the petroleum exporters), which 
directly and indirectly financed the increased trade 
deficits of many other developing countries, caused 
in part by slackening growth in developed market-
economy countries. 

However, the implications of the World Bank pro
jections are that these differential rates of growth 
cannot be maintained, and that the gap between the 
two rates would not be more than about 2 percentage 
points at best. This projection reflects the constraints 
on the volume and terms of financing that are 
expected for developing countries in the 1980s. With 
respect to private financial flows it is already clear 
that many developing countries have reached the 
point where they cannot afford further financing of 
their deficits on non-concessional terms and are 
adjusting to the current recession through a curtail
ment of imports and a slackening of growth. (See 

part II, chapter 3.) On the other hand, the govern
ments of major developed market-economy coun
tries have made it clear that they will be unable to 
improve significantly their current performance in 
respect of official development assistance. In these 
circumstances the scope for developing countries as 
a whole to accelerate implementation of their devel
opment programmes is severely limited. 

TABLE 29 

Possible patterns of world growth in the 1980s 
(Annual average rates in per cent) 

Economic areas 

Developed market 
economy countries . . . 

Socialist countries of 
Eastern Europe 

Developing countries . . . 
Socialist countries of Asia . 

Growth elasticity" 

Actual 

1960-
1970 

4.9 

6.6 
5.9 
6.8 

1.20 

1970-
1980 

3.2 

5.3 
5.6 
5.5 

1.75 

Projections 1980-1990 

World Bank 
High Low 

3.7 

3.9 
5.7 
5.3 

1.54 

2.8 

3.9 
4.6 
5.3 

1.64 

UNC
TAD 

2.4 

3.5 
4.2 
5.0 

1.75 

Source: Actual data are UNCTAD secretariat estimates based on national and inter
national sources. The World Bank high and low projections for 1980-1990 are taken 
from the World Development Report. 1981. The alternative UNCTAD projection is 
based on UNCTAD secretariat estimates. The World Bank country groupings are not 
strictly comparable with those of the UNCTAD secretariat. 

Nole: These aggregate growth rates on the basis of 1975 prices and exchange rates 
differ somewhat from the growth rates computed on the basis of a chain index in 
part II, chapter 3. 

» Ratio of the growth rate for developing countries to that of the developed market-
economy countries. 

It is extremely difficult to determine just to what 
extent aggregate output in developing countries 
would be affected by slower growth in the developed 
market-economy countries. As shown in table 29 the 
growth elasticity rose from 1.20 in the 1960s to 1.75 
in the 1970s. The World Bank's projections imply 
elasticities of 1.54 and 1.64 for their high and low 
scenarios, respectively. One reason why the elasticity 
tends to increase with slower growth in the deve
loped market-economy countries is that the agricul
tural sector is less dependent on external conditions 
and at the same time accounts for a large share of 
total gross output in developing countries. This more 
limited exposure to the outside world is particularly 
true of the subsistence sector where output generally 
just keeps pace with population growth in the sector. 

On the basis of the highest elasticity actually expe
rienced, growth in developing countries in the 1980s 
would reach only about 4.2 per cent per annum on 
average. In that event, the implications for unem
ployment in developing countries for the 1980s and 
1990s would be very serious indeed. While rates of 
growth in the labour force of developed market-
economy countries are falling, those of the deve
loping countries are projected to accelerate and to 
surpass the growth of population. The projections 
show a labour force expansion ranging from 2 to 3 
per cent per annum for most regions (see chart 16 
and annex tables B.6 and B.7). As early as 1990 the 
rate of growth of the potential labour force in deve
loping countries will exceed that of the developed 
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CHART 15 

Gross domestic product of developed market-economy and developing countries, 1960-1982 

GDP Growth rate 
(per cent) 

n 

3 -

Developing countries 

_ _ _ — Developed market-economy countries 

_L - 1 
1960 1965 

Source: UNCTAD secretariat calculations. 

1970 1975 1980 1985 

86 



! 

i 
a 

1 

§ 

/ 
/ 
\ 

5 

1. 

\ 
\ 
; 

/ 
/ 

i! 
I 

i 

1 

I I i 
I 
^ 

i 

I-
I 

87 



market-economy countries by about 1.75 percentage 
points.98 

Moreover, the growth of the potential labour force 
will be concentrated in the non-agricultural sectors. 
As shown in table 30 rates of growth of the agricul
tural population are substantially below those of the 
total population because of the exodus from the 
countryside to the towns. Since the agricultural pop
ulation in developing countries is some 60 per cent 
of total population, the growth of the non-agricul
tural population could be as high as 4.6 per cent per 
annum in the 1980s. Since increases in productivity 

TABLE 30 

Projected population growth rates by sector in developing countries 
1980-1990 

(Percentages) 

Total 

100 
2.5 

Agriculture 

60 
1.1 

Source. UNCTAD estimates, based on international sources 

in these countries can be expected to be at least pot
entially higher than in the developed market-
economy countries, unemployment rates in the deve
loping world can be expected to grow rapidly unless 
there is a significant acceleration in the growth of 
their GDP. In this connexion it is important to note 
that the movement out of agriculture contains a rela
tively high proportion of people of working age, and 
hence the potential labour force of the non-agricul
tural sector would grow still faster than its total pop
ulation, perhaps at an annual rate of about 4.8 per 
cent, at a conservative estimate. Assuming that the 
long-term rate of growth of productivity in the non-
agricultural sector of developing countries were to 
attain a level of 2 per cent, as opposed to a historical 
trend of 1.9 per cent, gross value added in the non-
agricultural sector would need to expand by 6.9 per 
cent per annum merely to prevent any further 

"The "potential" labour force is estimated on the basis of the 
projected structure of the population by age and sex and incorpo
rates assumptions concerning participation rates. 

increase in the already high unemployment rates. If 
a continuation is assumed of the historical relation
ships between the agricultural and non-agricultural 
sectors, GDP in the developing countries would 
grow by at least 6.3 per cent per annum in the 1980s. 
Thus, unless the developing countries succeed in 
loosening their present dependence on growth and 
demand in the developed countries, unemployment 
rates in developing countries can be expected to 
accelerate dramatically in the 1980s. 

It is more difficult to judge the impact the slower 
growth in the developed market-economy countries 
will have on the socialist countries, which are better 
able to insulate themselves from the impact of unfa
vourable conditions in the rest of the world. How
ever, one of the most serious constraints facing the 
socialist countries of Eastern Europe is the slower 
growth of their potential labour force, which is pro
jected to fall from an average of about 1.1 per cent 
per annum in the 1970s to 0.7 per cent in the 1980s, 
with probable effects on the growth of total output. 

China, which is by far the largest socialist country 
of Asia in terms of both production and population, 
is even less tied to the international trading system. 
However, as noted above, recent policy changes 
have led to sharp increases in the volume of China's 
foreign trade. It thus seems unlikely that China 
could accelerate significantly its current growth rate 
of about 5 per cent per year within the context of 
current international economic relations. 

It is essential to an understanding of the problem 
to recognize that slow rates of growth in the deve
loping world would almost certainly increase poli
tical and social instability and that this in turn would 
contribute to increased international tensions, and 
stimulate in all likelihood a further diversion of 
scarce national resources from productive capital-
investments to military expenditures. Furthermore, 
history provides few examples where sustained and 
rapid increases in apparent military prowess have 
not led to opportunities to test that prowess. Such a 
pattern of resource allocation hardly represents a 
practicable means of adjusting to unfavourable 
economic conditions nor would it be self-sustain
able. It is essential that attention be given to the 
implications for the world economy of accelerated 
growth in developing countries of a kind which 
bears some relation to their development needs. 
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Chapter 3 

ACCELERATING GROWTH IN DEVELOPING COUNTRIES AND GLOBAL STABILITY 

A. A possible scenario 

As was argued in chapter 2 of this part, the contin
uation of present patterns of growth in the context of 
existing structures of international trade, finance 
and institutional relations would create serious and 
accumulating strains in the world economy and 
could lead to an inherently unstable situation in the 
longer run. In one way or another, "structural" 
change in the world economy and in international 
economic relations is bound to occur. The question 
is not whether structural changes are required, but 
rather what the nature of the transformations would 
be under different sets of circumstances. A break
down of international co-operation and the concom
itant increased potential for military conflict would 
lead to "structural" change just as surely as would 
vigorous implementation of a well-designed interna
tional development strategy. Nevertheless, it is clear 
that an examination of the former would not be a 
particularly useful exercise. 

Indeed, the analysis of the previous chapter which 
indicated, inter alia, that developing countries would 
need to grow at a minimum of 6.3 per cent during 
the 1980s only to halt further increases in their 
already very high unemployment rates, provides a 
strong economic rationale for the growth target of 7 
per cent contained in the International Development 
Strategy for the Third United Nations Development 
Decade. Given the growth requirements of deve
loping countries over the next two decades, it may 
even be considered rather conservative. 

In the light of the above, this chapter explores the 
implications for patterns of world production and 
international trade of a gradual but significant accel
eration of growth in developing economies in a con
text of continued slow growth in the developed 
market economies. It should be emphasized at the 
start that such a scenario is not presented as the most 
likely course of developments over the remainder of 
the decade. Rather, the simulation is intended to 
identify the magnitude and character of the changes 
which would take place, assuming that economic 
behaviour continued to be governed by bilateral 
relationships. If significant differentials are assumed 
in the growth rates of developed market-economy 
countries on the one hand and developing countries 
on the other, it is evident that severe strains would 
emerge. The intention is to explore these points of 
strain and use them as indicators of the areas and 
directions where structural changes would need to 
take place to accommodate a successful develop
ment effort on the part of developing countries. 

B. Technical assumptions 

Quantitative estimates illustrating the changing 
patterns of production and trade have been made 
with the aid of a world growth and trade model 
based on 15 regional macro-economic growth sub
models linked together by a set of trade submodels 
explaining trade patterns in four commodity groups 
and non-factor services. For this exercise the growth 
rates of each region have been imposed on the model 
in order to override the pattern of growth rates 
which would emerge from the interaction of histori
cally determined behavioural relationships. Within 
the structure of the model, consumption and import 
demand are determined by domestic income levels 
and, to varying degrees, by relative prices. The 
demand for exports for a particular region is a func
tion of the import demand of all other regions. The 
share of a particular region in the imports of the var
ious other regions- is determined by historical pat
terns and by its share in world production in the 
related sector. Relative prices also play a role in the 
explanation of trade shares. In order to concentrate 
on the interplay of real forces, exchange rates are 
assumed to adjust fully for any discrepancy between 
domestic export prices and international prices. 
Finally, the normal constraints on the distribution of 
external saving and financial flows have been 
removed by not allowing balance-of-payments con
siderations to influence import propensities. 

The growth assumption underlying this scenario is 
that developing countries as a group increase their 
rates of growth gradually during the 1980s, reaching 
a rate of approximately 7 per cent by 1990. However, 
different regions are assumed to approach the 7 per 
cent target at different rates, depending upon their 
initial situation (for details see table 31).99 In con
trast to the developing regions, the developed econ
omies are expected to grow at 2.4 per cent for the 
decade of the 1980s as a whole, on the assumption of 
unchanged policies and taking into account produc
tivity and labour supply trends. (See the discussion 
in chapter 2.) 

Given that the major constraints to growth for the 
socialist economies of Eastern Europe are internal 
and that their growth is largely planned, no change is 
made regarding their growth rates relative to the 

"Moderately slower growth is assumed for the fastest-growing 
regions, taking into account the likelihood that rates of growth of 
8-9 per cent could not be sustained indefinitely, particularly when 
growth of GDP in the major developed markets is slow. 
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TABLE 31 

Production and trade simulation 1980-2000 
GDP growth rate assumptions 

(Percentages) 

Country group 

Developed market-economy 
countries 

Socialist countries of Eastern 
Europe 

Developing countries 
of which: 

Western Hemisphere . . . 
N. Africa and West Asia . 
Other Africa 
Other Asia 

Socialist countries of Asia . . . 

I960-
1970 

4.94 

6.59 
5.88 

5.80 
8.68 
4.73 
4.89 
6.82 

1970-
1980 

3.24 

5.31 
5.63 

5.59 
6.06 
3.80 
5.97 
5.51 

1980-
1990 

2.40 

3.50 
6.44 

6.60 
5.88 
5.02 
7.02 
6.01 

1990-
2000 

2.55 

3.50 
6.99 

7.01 
7.00 
6.90 
7.01 
7.00 

Source: UNCTAD secretariat estimates for 1960-1980, based on international sources. 
Note- These aggregate growth rates on the basis of 1975 prices and exchange rates 

differ somewhat from the growth rates computed on the basis of a chain index in 
part II, chapter 3. 

ones discussed in chapter 2. The socialist economies 
of Asia, which are considered to be developing econ
omies, are assumed to follow the same pattern of 
accelerated growth as other developing regions. 

C. Magnitude of income disparities 

It is noteworthy that in spite of two decades of 
faster growth in developing countries than in the 
developed ones, the per capita GDP of developing 
countries in relation to that of developed market-
economy countries has remained virtually constant. 
Further, even the scenario under examination here 
results in very slowly-changing production patterns 
on a per capita basis. Thus, the transformation of the 
world economy into one with a more balanced and 
dynamic structure is a process spanning many 
decades even under the most favourable of circum
stances. For example, if the pattern of growth 
assumed for this projection were maintained to the 
year 2000, and if the rate of growth of population of 
developing countries were to decline significantly, 
the average level of per capita GDP in those coun
tries would still be only some 15 per cent that of the 
developed market-economy countries. It is clear that 
a more or less balanced and equitable distribution of 
world resources and production is several decades 
away. Chart 16 illustrates graphically the enormous 
dimension of the problem. 

However, if the relative weights of developed and 
developing countries in world production are 
examined, the picture is quite different. The relative 
weight of developing countries in world economic 
activity has grown considerably in the last two 
decades (see chart 17 and table 32). The share of 
developing countries in world production has 
increased by some 24 per cent over the last two 
decades. Admittedly, the absolute increase is less 
substantial, given their small share in 1960. How
ever, if the pattern of growth rates examined here 
were to materialize and be sustained, the developing 
countries' share in world output would increase by a 

further 32 per cent, to reach one quarter of world 
output in 1975 prices by the year 2000. On the other 
hand, the share of developed market-economy coun
tries would fall from about 72 per cent in 1960 to 50 
per cent in 2000. 

If allowed to occur, this process would signifi
cantly alter the dynamics of world growth and econ
omic activity in the long run. Growth in developing 
countries would become increasingly independent of 
circumstances in the rest of the world. Further, they 
would acquire the potential of becoming an engine 
of growth not only for their own development but 
also for that of the rest of the world. This would 
serve to increase the stability of the world economy 
as a whole and thus improve the prospects for sus
tained growth. 

D. The evolution of trade patterns 

While it is clear that two decades of rapid growth 
in developing countries could have a substantial 
impact on the present imbalances in world produc
tion structures, serious strains would be placed on 
the international trade and finance system in the 
interim. In fact, the changes in trade patterns con
sistent with the changes in production patterns pre
sented above, given historical behavioural relation
ships, indicate that the trade imbalances involved 
would become very large by 1990. 

TABLE 32 

Shares in world production and population 
(Percentages) 

Developing countries 
1960 
1970 
1980 
1990 
2000 

42.9 
45.6 
48.7 
51.8 
54.9 

23.6 
23.6 
23.1 
22.5 
21.8 

Developed market-economy countries 
22.9 
21.2 
19.4 
17.7 
16.2 

Socialist countries of Asia 
1960 
1970 
1980 
1990 
2000 

1960 
1970 
1980 
1990 
2000 

Population 

Socialist countries of Eastern Europe 
10.6 
9.7 

1960 
1970 
1980 
1990 
2000 

7.9 
7.1 

GDP 

11.9 
12.6 
14.7 
19.6 
25.9 

4.0 
4.5 
5.3 
6.7 
9.0 

72.1 
69.4 
64.7 
58.3 
50.5 

12.0 
13.5 
15.3 
15.4 
14.6 

Per capita 
GDP* 

27.2 
27.6 
30.2 
37.8 
47.2 

16.9 
19.1 
22.9 
29.8 
41.3 

314.8 
327.4 
333.5 
329.4 
311.7 

113.2 
139.2 
173.9 
194.9 
205.6 

Ratio b 

0.09 
0.08 
0.09 
0.11 
0.15 

0.05 
0.06 
0.07 
0.09 
0.13 

1.00 
1.00 
1.00 
1.00 
1.00 

0.36 
0.43 
0.52 
0.59 
0.66 

Source: UNCTAD secretariat estimates and projections. 
a As a percentage of average world per capita GDP. 
b Ratio of per capita GDP of the country group to that of the developed market-

economy countries. 
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CHART 17 

Shares of major economic groups in world gross domestic product, 1960-2000 
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Source: UNCTAD secretariat calculations. 

1975 1980 1985 1990 1995 2000 

Table 33 summarizes the position of developing 
countries as a group. For example, it shows that 
developing countries as a whole would have a trade 
deficit (goods and non-factor services) equivalent to 
6.9 per cent of world exports in 1990. This would 
correspond to about 2 per cent of the GDP of deve
loped countries and is equivalent to the net transfer 
of resources which would be required by developing 
countries under this scenario. For purposes of com
parison, the corresponding trade deficit in 1975 for 
developing countries equalled approximately 0.3 per 
cent of the combined GDP of developed countries. 

Thus it would appear that imbalances of the above 
orders of magnitude could not easily be accommo
dated within the existing framework of international 
economic relations. In particular, existing interna
tional financial mechanisms probably would be 
unable to support a net transfer of resources to deve
loping countries of the above order of magnitude 
without creating an impossible debt burden for deve
loping countries. Nevertheless, as will be demon
strated below, the problem of generating an ade
quate transfer of resources is a medium-term one 
which, if solved, would enable the developing coun-
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TABLE 33 

Developing country trade balances 

Deficit on goods and non-factor 
services as a percentage of: 
World trade 
GDP of developed countries . . . 
Exports from developing 

GDP of developing countries . . . 

1975 

-1.8 
-0.3 

-8.2 
-2.1 

7990 

-6.9 
-2.0 

-20.8 
-7 .6 

Source: UNCTAD secretariat estimates and projections. 

tries in the long term to achieve balanced and self-
generating growth hot dependent upon external 
resources. 

Before examining the trade balances by com
modity groups, however, one further aspect of the 
estimated trade gap for 1990 should be noted. If the 
gap is looked at from the point of view of the 
slower-growing developed economies, the required 
net transfer of resources increases by more than six
fold relative to their GDP from 1975 to 1990. On the 
other hand, viewed in relation to the exports of deve
loping countries, the increase is a little over one-
third of that amount, about two and a half times. 
Thus, the increase in the trade gap seems extremely 
large only when measured against the relatively 
weak growth performance of the developed market-
economy countries. 

The pattern of changes in trade balances is even 
more interesting when examined by broad com
modity groups (see table 34). For food and bever
ages, the developing countries' surplus falls from 
17.5 per cent of their own exports of these products 
to 5.7 per cent in 1990. The surplus on account of 
raw materials falls in relative terms, from 61.2 per 
cent to 33.9 per cent over the same period, with 
energy showing a slight decline, from 71.1 per cent 
to 66.9 per cent. On the other hand, for manufac
tures, the pattern is reversed, and the deficit falls 
from 318 per cent of exports in 1975 to 183 per cent 
in 1990. At the same time the importance of manu
factures in total exports of goods by developing 
countries shows an increase from 18.4 per cent in 
1975 to 31.8 per cent in 1990 in current prices. 

TABLE 34 

Developing country trade balances by commodity group 
(Percentages) 

Commodity group 

SITC 0+1 
SITC 2+4 
SITC 3 
SITC 5-9 

(X-Mj/X 

1975 

17.5 
61.2 
71.1 

-317.8 

1990 

5.7 
33.9 
66.9 

-183.5 

J%% 

1975 

15.9 
11.9 
53.8 
18.4 

1990 

4.3 
3.4 

60.5 
31.8 

Source: UNCTAD secretariat projections. 
Note: (X-M)/X refers to the trade deficit by commodity group as a percentage of 

developing country exports of that group. Xi/Xg refers to the share of exports of each 
commodity group in total exports of goods. 

Thus, the deterioration in the aggregate trade 
deficit of developing countries relative to their 
exports is composed of three factors. First, their tra
ditional large surplus on account of primary com
modities diminishes over the simulation period, 
although a substantial surplus still exists in 1990. 
Second, and reinforcing the first factor, the import
ance of primary commodities in total exports 
declines significantly. Third, and counteracting the 
above two trends, the deficit on account of manufac
tures declines over the period while at the same time 
exports of manufactures increase their share in total 
exports. 

It follows that the growing trade deficit incurred 
by developing countries is not irreversible. The 
declining deficit on account of manufactures relative 
to exports of manufactures, together with the increa
sing importance of manufactures in total exports, 
imply that ultimately the overall trade deficit will 
begin to decline in relative terms in spite of large 
growth differentials between developing countries 
and the rest of the world. This conclusion is rein
forced when the changing pattern of trade in manu
factures and the growth of trade among developing 
countries are examined. 

A method of revealing the changing trend of trade 
deficits relative to export levels is to compare the 
incremental changes in deficits and in export levels 
over consecutive time periods (1980-1985 and 
1985-1990). An examination of movements in 
exports and trade balances for manufactures for the 
Western Hemisphere, Africa and Asia reveals that in 
all cases the increase in the deficit relative to world 
trade was larger than the increase in exports over the 
period 1980-1985 (see charts 18A-C). However, in 
the period 1985-1990 the increase in exports was 
larger than in the preceding period in all cases while 
the increase in the deficit was smaller for the 
Western Hemisphere and Asia. Further, for Asia, the 
increase in exports of manufactures in the latter 
period excluded the increase in the trade deficit, 
again relative to world trade. This overall pattern 
implies that while the trade deficits increase very 
rapidly relative to export levels at first, over time 
increases in export levels outpace increases in trade 
deficits, thus beginning to reduce the latter's econ
omic importance. 

Also contributing to a balancing of world trade 
patterns is the momentum of trade among deve
loping countries, with a concomitant declining share 
in world trade of trade among developed market-
economy countries. For food and beverages the 
increase in the share of trade among developing 
countries in world trade amounts to 2 percentage 
points and there are increases of 1.9, 4.8 and 5.2 per
centage points for raw materials, energy and manu
factures, respectively (see table 35). For developed 
market-economy countries the only exception to a 
relative decline in the share of trade among them
selves in world trade is raw materials, where such 
trade increases by 0.8 of a percentage point. With 
respect to trade in manufactures, under this scenario 
trade among developing countries accounts for 50 
per cent of their total exports in this commodity 
group by 1990. Thus, the tendency towards increased 
trade among developing countries confirms that not 
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CHART 18A 

Projected changes in exports and trade balance (SITC 5-9), 1980-1990 

Developing countries in the Western Hemisphere 

0.8 i -

0.6 

0.4 

0.2 

1980-1985 1985-1990 

-0 .2 

-0 .4 -

-0 .6 

-0.8 

-1 .0 

0.29 

-0.90 

0.63 

-0.71 

# 
SI Increase in exports of manufactures for the Western Hemisphere 

as a percentage of world trade. 

. 1 1 ' " . ' . ' : Increase in trade deficit in manufactures for the Western Hemisphere 
>:-:->:-:-:::J as a percentage of world trade. 

Source UNCTA D secretariat calculations 
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CHART 18B 

Projected changes in exports and trade balance (SITC 5-9), 1980-1990 

Developing countries in Africa 

1.5 I -

1.0 

0.5 

-0.5 

-1 .0 

-1 .5 

-2 .0 

1980-1985 1985-1990 

0.39 

-0.30 

-1.48 

-1.86 

Increase in exports of manufactures for Africa 
as a percentage of world trade. 

Increase in trade deficit in manufactures for Africa 
as a percentage of world trade. 

Source: UNCTAD secretariat calculations 
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CHART 18C 

Projected changes in exports and trade balance for (SITC 5-9), 1980-1990 

Developing countries in Asia 

5 r -
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3.28 

2.92 

- 1 
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- 4 « -

-1.91 

-3.06 

ass Increase in exports of manufactures for Asia 
***** as a percentage of world trade. 

1 1 1 1 > i ' 1 1 Increase in trade deficit in manufactures for Asia 
as a percentage of world trade. 

Source UNCTAD secretarial calculations 
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TABLE 35 

Trade among developing countries 

Increase in trade 
among devel
oping countries 
as a percentage 
of increase in 
world trade . . . 

Trade among 
developing 
countries as a 
percentage of 
their total 
exports, 1990 . . 

SITC 0 + 1 

2.0 

30.8 

S1TC2 + 4 SITC 3 

Percentages 

1.9 

26.9 

4.8 

31.3 

S1TC5-9 

5.2 

51.2 

Source. UNCTAD secretariat projections. 

only will trade deficits be reduced in the long run 
but also that their dependence on trade with the rest 
of the world will decline. 

E. The evolution of production by sector 

The potential for trade patterns to evolve towards 
a more balanced structure characterized by 
increased trade among developing countries and 
decreased deficits in relative terms in the long run is 
underpinned by the growing importance of deve
loping countries in world production in all sectors. 
Further, while the increased share of developing 
countries in world production is due to their rela
tively high rate of growth of GDP under this scen
ario, there are important shifts in shares among the 
sectors as well. 

With respect to gross value added in agriculture as 
a percentage of GDP, all regions exhibit a decline, 
although there is much -variation from region to 
region (see chart 19A and annex table B.2). On bal
ance, the developing regions show a much stronger 
fall in value added in agriculture as a percentage of 
GDP than the developed countries, from 23 per cent 
in 1970 to 7.3 per cent in 2000. However, because of 
the higher overall rate of growth of GDP in deve
loping countries, they would surpass the developed 
market-economy countries in terms of absolute pro
duction levels (see chart 20). The combination of 
sharply increased production shares in agriculture 
with a diminishing surplus on account of trade in 
food and beverages suggests the potential for strong 
increases in the demand for food associated with 
accelerating growth. (A closer examination of the 
implications for food production and trade is made 
in chapter 4 below.) 

On the other hand, the share of manufactures in 
developing countries' GDP continues to rise 
throughout the simulation period, reaching about 27 
per cent in the year 2000, as compared to 17 per cent 
in 1970 (see chart 19B). The importance of manufac
turing value added in GDP for developed market 
economies also rises, but not significantly. As a 
result, by the year 2000 the share of these countries 

in world manufacturing value added would fall to 
about 40 per cent. 

Production in developing countries has increased 
most markedly in the mining sector, accounting for 
40 per cent of world output in 1960 against about 68 
per cent in 1980, measured in 1975 prices. Over the 
simulation period their share in world production 
rises further, to about 87 per cent of the world total 
(excluding socialist economies for which completely 
comparable data are not available). In contrast, 
output in the rest of the economy, including trans
portation, utilities, construction and services, shows 
no regular pattern, remaining fairly stable as a per
centage of GDP over the simulation period for both 
developing and developed market-economy coun
tries. Of course, the developing countries' share in 
world production increases significantly, owing to 
their faster overall growth. This is hardly of import
ance in terms of the dynamics of the world economy 
as a whole, however, since these sectors are engaged 
primarily in the production of non-tradeable goods 
and services. 

F. Issues for consideration 

The scenario presented above indicates that the 
developing countries would be launched on a growth 
path whereby their patterns of trade and production 
would be more sustainable in the long run. Several 
features of the scenario point to this promising con
clusion. First, their overall trade deficit, while increa
sing sharply in the early 1980s, would begin to fall 
relative to their exports by 1990. Second, the compo
sition of their exports would shift more rapidly away 
from a heavy dependence on primary commodity 
exports. Third, trade among developing countries 
would become an increasingly important factor in 
world trade, and more importantly, in the total 
exports of developing countries themselves. Fourth, 
the sheer weight of developing countries in world 
production and trade would make them significantly 
less susceptible to changes in the external economic 
environment. Fifth, and of great importance, the 
rates of output which would be achieved in the 1980s 
under this scenario would halt the present accelera
tion of non-agricultural unemployment and in the 
1990s would make it possible to bring down those 
rates. 

However, the requisite resource transfer to deve
loping countries in the medium term becomes very 
large compared with the past. While, in relation to 
growth in developing countries the size of the 
resource gap would begin to decline towards the end 
of the 1980s, in relation to the much more slowly 
growing economies of the developed countries it 
would continue to rise. In any case the orders of 
magnitude involved would be beyond the capacity 
of existing financial mechanisms. There would thus 
be a situation in which there is a tendency to internal 
stability in the economies of developing countries 
themselves, but increasing strains and pressures in 
the international economy. 

Yet, while a simple continuation of current growth 
trends in developing countries appears broadly con
sistent with the existing international economic 
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CHART 19 

Contribution of agriculture and manufacturing to gross domestic product in developing countries 
and developed market-economy countries, 1960-2000 
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system, it would not be consistent with likely internal 
developments in developing countries themselves. 
Another decade of rapidly increasing urban unem
ployment would entail very severe domestic social 
and political difficulties in those countries which 
would be difficult to contain. There thus appears to 
be a contradiction whereby, on the one hand, con
tinued low growth for developing countries cannot 
be envisaged while, on the other hand, higher growth 
in those countries has unacceptable implications for 
the rest of the world. 

From an analytical point of view, however, there 
are undoubtedly possibilities of reconciling these 
opposing forces. While a full enumeration of the 
relevant issues would be lengthy, the following 
would appear to be particularly relevant. First, the 
size of the requisite resource transfer to developing 
countries would depend very much on movements in 
their terms of trade. In this respect the decline in the 
terms of trade of raw materials relative to manufac
tures owing to slack world demand has added much 
to the total requirement. 

Second, the initial faster growth of developing 
countries would inevitably require a large transfer of 
resources. Structural changes could not take place 
rapidly enough to obviate the need for such transfers 
in the medium term. The potential for increased 
global saving would appear adequate for the invest
ment requirements of developing countries. How
ever, the distribution of savings both within and 
among regions is very different from the distribution 
of investment requirements. Hence, new means of 
matching savings and investment patterns would 
need to be found. As a counterpart to financial 
flows, significant changes in expenditure patterns 
would need to take place, particularly in developed 
countries, in order to make available the real goods 
and services required by developing countries. 

Third, the initial acceleration of growth would 
need to be followed by a comprehensive set of mea
sures which would enhance the economic perform
ance of developing countries so that their trade 
deficit in relation to their total exports can be 

reduced as rapidly as possible. In this context two 
areas call for special attention: increased trade 
among developing countries and a higher degree of 
import substitution. Import substitution is a natural 
outcome of the industrialization process and could 
become increasingly important as economies of scale 
associated with expanding market size came into 
play. With respect to increased trade among deve
loping countries, ways and means would need to be 
found to further accelerate its growth. Positive trade 
policies would need to be complemented by substan
tially greater domestic saving rates, in order to 
achieve an exportable surplus. At the same time, 
increased access to the markets of developed coun
tries could also play a role in diminishing transfer 
requirements. In this regard the current trend tow
ards increased protectionism in the world economy, 
particularly against the exports of developing coun
tries, would have to be sharply reversed. 

Fourth, particularly in the 1990s and beyond, con
tinued slow growth in the rest of the world will 
become increasingly inconsistent with buoyant inter
national demand for resources. Growth in the deve
loped countries will need to accelerate both to 
accommodate the increased demand and to ease the 
task of raising savings. It is possible that such a 
resumption of higher growth rates in developed 
countries would be stimulated by feedback effects 
which have been ignored in this analysis. However, 
such an induced recovery would occur only if the 
constraints currently holding down growth in the 
developed countries are dismantled through struc
tural changes in the economy of these countries. 

It is clear that a successful resolution of the prob
lems hindering an effective acceleration of develop
ment programmes is a complex and difficult task. 
Solutions must be found simultaneously to the 
medium-term problems relating to resource transfers 
and the long-term problems of supportive structural 
change. On the other hand, the social, political and 
economic costs entailed t»y continuation of present 
international trends make that alternative unthink
able. 
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Chapter 4 

IMPLICATIONS OF ACCELERATED GROWTH FOR SELECTED SECTORS 

The projections discussed in the earlier chapters 
provide estimates of trade balances that may arise in 
the future under alternative development assump
tions. This chapter examines in greater detail the 
implications of those projections in the areas of 
manufacturing, food and energy. 

A. World manufacturing and trade 

Given the assumption of accelerated growth of 
GDP in developing countries, projections100 for the 
manufacturing sector indicate that its contribution to 
their total GDP would reach 27 per cent in the year 
2000 - a level attained by the developed countries in 
1970 (see table 36). The developing countries' share 
in world manufacturing value added, which was 10 
per cent in 1980, is projected to attain 23 per cent in 
the year 2000, a relatively close approximation to the 
25 per cent Lima target. The share of the socialist 
countries in total world manufacturing value added 
is also projected to increase from a quarter to nearly 
one third. Developed market-economy countries, on 
the other hand, would experience a fall in their share 
from two-thirds in the 1970s to well below one-half 
in the year 2000. 

These changes in shares imply that the manufac
turing sector of developing countries would expand 
five-fold over the next 20 years, and that of socialist 
countries 2 1/2 times. In developed market-economy 
countries the sector would expand by about two-
thirds. Total manufacturing output of developing 
countries would, in the year 2000, reach the level 
achieved by the developed market-economy coun
tries in the early 1970s. 

1. Projected changes in world markets 
for manufactures 

Important conclusions emerge from the aggregate 
projections presented above. First, the markets for 
manufactures of the socialist countries of Eastern 
Europe and Asia, in the 1980s, would be as large as 
those of developed market-economy countries in the 
1960s. Large markets in manufacturing do not, how
ever, necessarily imply high levels of trade in those 
products. In the case of socialist countries, the manu
facturing sector has developed along lines of bal
anced growth with international trade, playing a rel-

TABLE 36 

Manufacturing output (value added) for major economic groups, 
1960-1980 and projections for 1990 and 2000 

'""The manufacturing growth rates are essentially derived from 
assumptions of sectoral growth elasticities. Average sectoral elasti
cities for the developing countries as a group appear to be close to 
the historical figures, while for developed countries sectoral elasti
cities are projected as falling gradually towards unity. 

Value added 
(Millions US dollars 

at 1975 prices) 
Developing countries . 
DMECa " 
Socialist countries . . . 

Total 

Contribution to GDP 
Developing countries . 
DMEC* 
Socialist countries . . . 

Total 

Share in world manufac
turing output (per cent) 
Developing countries . 
DMECa 

Socialist countries . . . 
Total 

I960 

49 
533 
119 
701 

13.4 
24.3 
24.6 
23.1 

6.9 
76.0 
17.1 

100.0 

1970 

101 
942 
283 

1326 

15.7 
26.5 
30.7 
25.9 

7.6 
71.1 
21.3 

100.0 

I960-
1970 

1980 

218 
1358 
572 

2150 

19.7 
27.8 
36.7 
28.4 

10.2 
63.2 
26.6 

100.0 

1970-
1980 

1990 

471 
1758 
958 

3187 

22.7 
28.4 
40.8 
30.0 

14.8 
55.2 
30.0 

100.0 

1980-
1990 

2000 

1094 
2251 
1474 
4819 

26.8 
28.4 
42.4 
31.1 

22.7 
46.7 
30.6 

100.0 

1990-
2000 

Average annual growth 
(per cent) 
Developing countries . 
DMECa 

Socialist countries . . . 
Total 

Growth elasticity b 

Developing countries . 
DM EC a 

Socialist countries . . . 
Total 

7.6 
5.9 
9.0 
6.6 

1.3 
1.2 
1.4 
1.3 

8.0 
3.7 
7.3 
4.9 

1.4 
1.2 
1.4 
1.2 

8.0 
2.6 
5.3 
4.0 

1.3 
1.1 
1.3 
1.1 

8.8 
2.6 
4.4 
4.2 

1.3 
1.0 
1.1 
1.1 

Source. UNCTAD secretariat calculations. 
a Developed market-economy countries. 
b Defined as growth rate of value added relative to growth rate of GDP 

atively minor role. Nevertheless, recent trends indi
cate that socialist countries may further increase 
their trade with other countries in both high-tech
nology and capital-intensive products, especially in 
view of the projected constraints of their labour 
supply on growth. 

The second conclusion which emerges from the 
projections is that developing countries' market for 
manufactures in the 1980s would reach the level 
attained by the developed market-economy coun
tries in the post-war period. Developing countries 
have traditionally maintained relatively open econ
omies and have traded a good part of their national 
production. This has been particularly true of many 
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developing countries where strong emphasis has 
been placed on the rapid growth of labour-intensive 
industry. 

While in the past manufactured exports of deve
loping countries consisted mainly of labour-inten
sive products, projections for the 1980s and the 
1990s clearly indicate that, as an inevitable corollary 
of the development and diversification of the 
industry of developing countries, new and sophisti
cated industrial products would figure prominently 
in the export list. This may be illustrated by the case 
of capital goods. During the 1970s, the capital goods 
industry in developing countries grew 40 per cent 
faster than total manufacturing.101 However, partly 
because the capital goods industry started from a 
low base and partly because of the rapidly increasing 
investment requirements, the self-sufficiency ratio102 

remained stable (about 50 per cent) throughout the 
decade. If the growth of the capital goods industry in 
developing countries were to continue at past trends, 
this ratio would rise to about 60 per cent by 1990.'" 

As was noted in part III of this report, only a few 
developing countries have as yet established a cap
ital goods industry of any importance. In view of the 
limited size of domestic markets, a continued and 
accelerated expansion of the industry would imply 
that a large proportion of the increased output 
would have to be exported. Since the majority of 
developing countries would remain net importers of 
capital goods, the prospects for trade in capital 
goods among developing countries themselves 
would appear to be very promising. Rough estimates 
indicate that the increment in total exports of capital 
goods from developing countries between 1980 and 
1990 could well be of the order of $150 billion (at 
1980 prices) under the scenario of accelerated 
growth. On the assumption that a large part of these 
exports will be directed towards other developing 
countries, trade in capital goods among developing 
countries alone could well be twice the present level 
by 1990. 

The projected trends for capital goods also have 
implications for the trade of developing countries 
with developed market-economy countries. In the 
past, 90 per cent of the developing countries' imports 
of capital goods came from the developed market-
economy countries and made up about 10 per cent 
of the latter's total exports of manufactures. Because 
of the assumed increased growth differentials in 
GDP between developed and developing countries, 
there would be important changes in the structure of 
trade in capital goods. Thus, capital goods could 
account for more than a quarter of the increment in 

""From United Nations, Monthly Bulletin of Statistics, May 
1981, special table A, it can be estimated that the metal products 
industry in developing countries grew by 9.2 per cent annually in 
1970-1972 compared to 6.5 per cent for all manufacturing 
industry. (The latter figure is lower than that in table 36 because 
of the difference in country coverage.) 

""Measured as the ratio of domestic production of capital 
goods to total fixed capital investment, excluding construction. 

""This implies an average annual rate of growth of 11 per cent 
for the capital goods industry during the 1980s. 

manufacturing exports by developed market-
economy countries in the 1980s. 

Important changes would also occur in the trade 
of other manufactured items. The demand for manu
factured goods, and particularly capital goods, gen
erated by faster growth in the developing countries, 
could be of such dimensions that it could boost the 
manufacturing output of developed market-
economy countries104 as well as accelerate trade 
among developing countries at unprecedented rates 
(see table 37). Of particular importance is the scope 
for increased trade in manufactures between deve-

TABLE 37 

Trade in and apparent consumption of manufactures 
by major economic groups, 1970,1980, and projections for 1990 

Exportsfrom 
Developing countries . . . 
DMEC» 
Socialist countries 
World 

Imports into 
Developing countries . . . 
DMECa 

Socialist countries 
World 

Apparent consumption b 

Developing countries . . . 
DMECa 

Socialist countries 
World 

Exports/value added 
Developing countries . . . 
DMECa 

Socialist countries 
World 

Imports/apparent consumption 
Developing countries . . . 
DMECa 

Socialist countries 
World 

Value 
(m 1975 prices) 

1970 1980 1990 

(billions of US$) 

217 
1057 
100 

1374 

646 
667 
61 

1374 

1371 
3126 
1877 
6374 

(Ratio in per cent) 
46.0 
60.0 
10.4 
43.1 

47.2 
21.3 
3.2 

21.5 

24 
357 
10 
391 

76 
298 
17 
391 

255 
1825 
572 

2652 

60 
635 
30 
725 

213 
474 
38 
725 

590 
2555 
1152 
4297 

23.4 
37.9 
3.6 
29.5 

30.0 
16.3 
3.0 
14.7 

27.9 
46.7 
5.2 

33.7 

36.0 
18.5 
3.3 
16.9 

Annual 
gronlh rales 

1970-
1980 

1980-
1990 

(per cent) 

13.6 
5.2 

9.9 
5.9 

10.7 
6.4 

10.8 
4.8 
8.3 
6.4 

8.8 
3.4 
7.2 
4.9 

13.0 
6.6 

11.7 
3.5 
4.9 
6.6 

8.8 
2.0 
5.0 
4.0 

(Elasticity)" 
1.7 
2.0 
2.5 
1.7 

i.3 
1.8 
1.0 
1.7 

1.2 
1.6 
1.5 
1.3 

1.2 
1.4 
1.2 
1.3 

Source UNCTAD secretariat calculations 
* Developed market-economy countries 
b Gross value of output plus imports minus exports Gross value is assumed to be the 

double the value added 
c Defined as the ratio between two percentage growth rates 

loping and socialist countries. This is illustrated by 
the fact that the increment in the import demand of 
developing countries would be of the order of $600 
billion (at 1980 prices), with capital goods alone 
accounting for $200 billion, while at present total 

""The ratio of exports to value added for manufactures as a 
whole would increase from about 40 per cent in the 1970s to about 
60 per cent in 1990. However, this possibly implies an unrealisti-
cally low level of domestic consumption. In order to meet both 
domestic requirements and projected exports, the manufacturing 
sector of developed market-economy countries may have to grow 
annually by 3.1 per cent rather than by the 2.6 per cent emerging 
from the scenario in the 1980s. 
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exports from the socialist countries barely exceed 
$20 billion annually, of which $5 billion represent 
capital goods. 

As table 37 indicates, the accelerated rate of 
growth of total exports of manufactures from deve
loping countries in the 1980s would be associated 
with a substantial change in the composition of their 
exports. While labour-intensive goods would con
tinue to be an important export item, projections 
indicate that the 1980s could witness a rapid expan
sion of exports of petrochemicals from a number of 
oil-exporting countries and a dramatic rise in trade 
in capital and intermediate goods among the deve
loping countries. 

The shift towards specialization in exports of man
ufactures among developing countries, which first 
emerged in the late 1970s, would probably gain fur
ther momentum in the 1980s. Thus, there would be a 
pronounced shift to capital-intensive goods in the 
exports of the more industrialized of the developing 
countries, while new entrants into the world market 
would tend to concentrate on labour-intensive pro
ducts. This shift should open up broader possibilities 
for trade in manufactures among developing coun
tries on a more diversified basis. 

2. Patterns of industrialization 

In view of the differences in the initial positions of 
countries with regard to industrial development, the 
process of industrialization in the 1980s and 1990s 
will vary from one country to another. This is illus
trated by the country based simulation exercise set 
out in table 38 which was based on the assumption 
that, over the next two decades, each developing 
country will move towards a 7 per cent rate of 
growth of GDP by a gradual acceleration of histor
ical rates. 

Semi-industrialized countries (where the manufac
turing sector constitutes 15 to 25 per cent of GDP) 
accounted in the 1970s for one-half of the popula
tion of the developing countries and more than one-
third of GDP as well as of manufacturing output. In 
the next 20 years, the number of countries in this 
category would remain roughly the same, but the 
country composition would change. As the countries 
entering the group are much smaller in size than 
those advancing to a higher stage of industrializa
tion, the shares of the category of semi-industrial
ized countries to total GDP and to manufacturing 
output respectively would fall progressively over the 
projection period. 

Fewer than 10 developing countries which, 
according to the classification used here, could be 
considered more industrialized in the 1970s, 
accounted by the end of that decade for nearly 30 
per cent of the developing countries' GDP and 
nearly half of their manufacturing output, although 
their share of the population was not more than 10 
per cent. The number of countries belonging to this 
group would increase rapidly in the next two 
decades, and by the year 2000 would account for 
about 60 per cent of GDP as well as of population 

TABLE 38 

GDP, manufacturing value added and population in developing 
countries classified according to share of the contribution of manu
facturing to GDP in 1970 and 1980 and projections for 1990 and 

2000 a 

Category 

GDP 
Below 15 percent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

Manufacturing value added 
Below 15 per cent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

Population 
Below 15 per cent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

Frequency distribution 
(per cent) 

1970 

14.4 
40.7 
18.7 
26.4 

100.0 

8.8 
46.7 
33.1 
11.4 

100.0 

24.1 
53.0 
8.0 

14.9 
100.0 

1980 

8.7 
33.5 
29.2 
28.6 

100.0 

4.7 
34.0 
46.4 
14.9 

100.0 

19.6 
52.5 
12.8 
15.1 

100.0 

1990 

4.3 
21.9 
42.5 
31.3 

100.0 

2.0 
20.0 
60.8 
17.2 

100.0 

10.6 
52.4 
21.6 
15.4 

100.0 

2000 

1.4 
6.2 

58.9 
33.5 

100.0 

0.5 
4.3 

75.4 
19.8 

100.0 

3.5 
14.3 
66.6 
15.6 

100.0 

Source: 1970-1977: National accounts data of the United Nations covering a sample of 
94 countries by the Department of International Economic and Social Affairs. GDP 
growth from 1978 onwards is assumed to approach 7 per cent at a rate of 0.15 percentage 
points per year. The growth rate of manufacturing is based on the elasticity 
e = 2.4473 - 0.1636 In y where y - income per capita in US dollars at 1975 prices. 
This function is derived from a transformation of data in Restructuring of world industry 
— /Veil- dimensions for trade co-operation. Report by the UNCTAD secretariat (TD/219), 
United Nations publication. Sales No. E. 77.11.D.7, table 1. Oil-exporting countries a 
growth elasticity of 1.3 is assumed and a terms-of-trade gain from oil resulting in I per 
cent growth of GDP per year more than by application of the 0.15 percentage points. 

8 Countries move over time between the categories according to their share of manu
facturing in GDP in the year indicated with the exception of the oil-exporting countries, 
whose classification remains the same throughout the period. (The latter are not 
included in the first three categories irrespective of their shares of manufacturing in 
GDP.) 

and as much as three-quarters of the manufacturing 
output of developing countries. 

With regard to the oil-exporting countries, the 
pattern emerging, if the oil sector is excluded, fol
lows that of other developing countries and, by the 
year 2000, the structure would be similar to that of 
the more industrialized countries. 

In terms of number of countries, however, the pat
tern would differ somewhat. In the 1970s the manu
facturing sector in the majority of developing coun
tries accounted for less than 5 per cent of GDP. 
These countries had a fifth of the population of 
developing countries as a whole, but their contribu
tion to the total GDP and manufacturing output was 
less than 10 per cent. A large number of them would 
enter the category of semi-industrialized countries 
over the next two decades. Yet in a significant 
number of countries, consisting of small countries in 
Africa and some small island countries, the share of 
the manufacturing sector in their GDP would not 
exceed the 15 per cent benchmark, even though their 
GDP growth is projected as approaching the 7 per 
cent target over the next two decades. 

In sum, if fast growth prevails, the first generation 
of industrializing developing countries which 
emerged in the last two decades would be followed 

GDP 
Below 15 percent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

Manufacturing value added 
Below 15 per cent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

Population 
Below 15 per cent 
15-25 per cent 
Above 25 per cent 
Oil-exporting countries . . 
Total 

14.4 
40.7 
18.7 
26.4 

100.0 

8.7 
33.5 
29.2 
28.6 

100.0 

4.3 
21.9 
42.5 
31.3 

100.0 

1.4 
6.2 

58.9 
33.5 

100.0 

8.8 
46.7 
33.1 
11.4 

100.0 

4.7 
34.0 
46.4 
14.9 

100.0 

2.0 
20.0 
60.8 
17.2 

100.0 

0.5 
4.3 

75.4 
19.8 

100.0 

24.1 
53.0 
8.0 

14.9 
100.0 

19.6 
52.5 
12.8 
15.1 

100.0 

10.6 
52.4 
21.6 
15.4 

100.0 

3.5 
14.3 
66.6 
15.6 

100.0 
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in the next two decades by a second generation of 
about 30 developing countries, comprising alto
gether half of the developing world population. 
Progress along these lines would lead to a reduction 

• of the developing countries' dependence upon 
growth originating in developed market-economy 
countries and would contribute to a more balanced 
distribution of world production and trade. The 
changes involved, however, are of such magnitude 
and scope that it would probably not be possible to 
accommodate them within the existing international 
arrangements in the areas of trade, money and fin
ance and new measures would be called for to deal 
with these new problems. 

Finally, even with accelerated growth, a large 
number of developing countries would not experi
ence decisive gains in industrialization before the 
turn of the century. These countries would not 
account for a very large proportion of the total pop
ulation of the developing countries, perhaps less 
than a fifth by the year 2000. The number of people 
living under these conditions would nevertheless be 
large, of the order of 600-700 million. 

B. World food prospects 

The aggregate projections presented earlier in this 
report touched upon certain global aspects of supply 
and demand in respect of food. The present section 
considers this subject in more detail. 

In the light of the assumptions made concerning 
the growth of income and population, the world 
model, which was discussed earlier in this part of the 
report, implies a rate of growth of world demand for 
food of the order of 2.2 per cent per annum during 
the 1980s and of 2.4 per cent per annum in the 
1990s.105 Several studies concerning food production 
potential suggest that there are no insuperable obsta
cles to achieving output increases of this size.106 In 
particular, there appears to be immense scope for 
increasing yields through better land use and greater 
inputs of fertilizer. 

While, at the global level, demand for and supply 
of food may be balanced, the regional implications 
of the global projections point to the possibility of 
large disequilibria. Thus, demand for food in the 
developing countries is projected as growing at a 
rate of 3.5 per cent per annum, whereas it increased 
in the past (1960-1980) at the rate of 2.7 per cent per 
annum. 

The prospects for significant productivity gains in 
the food production of developing countries are very 
promising, but technical studies107 on the subject 
indicate that, even under optimistic assumptions, 

""These estimates imply a world income elasticity of demand 
for food of 0.23. 

""See, for example, U.S. Council on Environmental Quality, 
The Global 2000 Report to the President Entering the 21st Century: 
A report prepared by the Council on Environmental Quality and 
the Department of State, Washington, D C , 1980, 3 volumes. 

""See, for example, FAO, Agriculture: Toward 2000 (C/79/24), 
July 1979. 

domestic production will not be able to meet the pro
jected substantially increased requirements. Conse
quently, their gross cereal imports may have to 
increase significantly in the next 20 years, although 
as a proportion of projected total expenditures for 
imports of cereals they would account for about 2.5 
per cent toward the end of this century, as compared 
with 3 in the past. To be sure, the additional finan
cing required for such imports would impose a signi
ficant but not, in itself, an impossible burden. 

Another implication of the projections is that 
developing countries would probably increase their 
dependence upon world markets for the provision of 
foodstuffs. On average, their projected cereal deficit 
may amount to as much as 20 per cent of consump
tion, and for some countries it may be much larger. 
It is likely therefore that developing countries would 
be required to take special measures to reduce their 
dependence upon foreign markets as a way of 
improving the security of supplies. 

Measures that may be considered in this con
nexion include the establishment of a common 
cereal stock for all developing countries. To be effec
tive, such a stock may have to amount to one year of 
normal food imports.108 Nevertheless, the amounts 
involved would be one-half of those required if, 
instead, each developing country were to establish a 
national stock. In addition, it appears that there is 
significant scope for increasing trade in cereal 
among developing countries. Projections prepared 
by FAO, for example, indicate that one-third to 
one-half of gross cereal imports by developing coun
tries could be supplied by other developing coun
tries, instead of the present 2 per cent. 

The projected estimates of import requirements, 
therefore, may err on the high side. In addition, and 
perhaps more importantly, the projections do not 
take fully into account the possibility of an improve
ment in the real price of cereals and its impact on 
domestic production. Recent studies indicate that 
grain prices may not continue to fall and may 
improve in relation to the prices for other agricul
tural commodities. 

The prospects for food production will vary 
among the different developing countries. In the first 
instance, developing countries that are net exporters 
of cereals will almost certainly respond to an 
improvement in real prices by increasing their levels 
of output and exports beyond those implied in the 
projections. Countries that have allowed production 
of foodstuffs to decline relative to other output may 
experience a reversal of this trend in the future, as a 
result either of policies to increase self-sufficiency in 
foodstuffs or of changed economic conditions. This 
is likely to be true of oil-exporting developing coun
tries, whose cereal deficit may decline somewhat in 

108The method used to arrive at this estimate is the following. 
Net imports were calculated as the difference between exponen
tially growing consumption and the actual output each year in 
1966-1980. Normal imports were estimated by applying a qua
dratic function to the net imports. The stock was estimated as the 
minimum needed in the first year to cope with the yearly devia
tions of net imports from a normal import level during the whole 
period. 
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the future. Moreover, middle-income developing 
countries that experienced cereal deficits in the past 
may find it advantageous to allocate additional 
resources to domestic food production in the future. 
These countries have already established a signifi
cant industrial base which has helped directly or 
indirectly to raise agricultural productivity. 

Developing countries that have experienced an 
overall agricultural export surplus and a cereal 
deficit in the past may shift to import substitution of 
cereals if the terms of trade of cereals and other agri
cultural products move in favour of the former. 

A number of developing countries are self-suffi
cient in cereals. In so far as such cereals are pro
duced in these countries in the subsistence sector, 
changes in real cereal prices would not affect the 
projections. However, when cereals are also pro
duced in the monetized sector of the economy, any 
improvement in the real prices of cereals may induce 
higher levels of production than those projected. In 
such cases, imports of fertilizer will increase beyond 
the levels implied in the projections, since one-half 
of the fertilizer consumed in developing countries is 
imported. To reduce excessive dependence on 
imports, it will then be necessary to make sizeable 
investments in the domestic fertilizer industry. A 
substantial enlargement of capacity is indeed pos
sible, especially in the case of nitrogenous and phos
phate fertilizers, for which the raw materials (oil and 
phosphate rock) are largely in the developing coun
tries themselves, whereas their processing takes 
place, at present, in developed countries. 

While the majority of developing countries are 
likely to be able to cope with the projected increases 
in the demand for food, either through increased 
domestic production or through imports, a number 
of low-income developing countries109 will find it 
difficult to do so. In the first instance, their econ
omic situation will prevent them from meeting pro
jected increases in requirements through commercial 
imports. Moreover, the prospects for expanding 
domestic production are not very promising; at best, 
they will not be able to improve agricultural produc
tivity significantly, at least over the medium term. 

Many of these countries are ecologically fragile. 
They are more exposed than others to fluctuations in 
the weather and are often the first victims of longer-
term changes in the climate. For example, deve
loping Africa could have three times more land 
under intensive cultivation than it has at present but 
the potentially arable areas are to a great extent the 
same as those threatened by desertification. The pro
cess of desertification is partly man-made, but the 
long-term climatic waves of change in average tem
perature are the main determinants. Despite all the 
research work in this area, uncertainty prevails con
cerning the future direction of climatic waves.110 

""The countries falling into this category are more than 30 in 
number and account for more than 10 per cent of the food con
sumption of the developing countries. 

""This is reflected in the report referred to in footnote 106 
above which gives several scenarios without taking a position as 
to which one is the most probable. Some of these scenarios foresee 
the further spread of desertification. 

It is obvious that these countries need sustained 
aid over long periods of time to avert degradation or 
even stagnation in the levels of per capita consump
tion. Aid would also be needed to ensure food 
imports in years of crop failure as well as to secure a 
minimum nutritional standard in the poorest popu
lation groups. 

C. Energy requirements 

1. General assessment 

Under the scenario of accelerated growth in deve
loping countries presented in chapter 3 of this part, 
the projected trade imbalances with regard to energy 
would be very large. The present section provides an 
analysis of the key factors most likely to affect 
energy requirements and in particular their implica
tions for the related foreign exchange and invest
ment requirements. This section is based on work 
that has been carried out by the UNCTAD secre
tariat on the assessment of energy and energy-
related investment requirements.111 

For the developed countries, the oil price increases 
in the early 1970s have led to limited conservation 
and stock management rather than immediate 
recourse to investment in alternative sources of 
energy, in improvements of the efficiency of the 
energy sector and in oil substitution. This is partly 
because the application of new investment projects 
takes time to mature and partly because the commit
ment of large funds to risky investments calls for 
greater certainty over the longer term as regards rela
tive prices of different forms of energy and energy 
prices in general. Moreover, the capital cost of deve
loping alternative sources of energy has also been 
increasing. For example, the unit investment costs of 
nuclear energy, contrary to expectations, have been 
rising steadily, mainly because of modifications 
necessitated by the adoption of additional security 
regulations. The extraction of fossil fuels also calls 
for progressively higher unit investment costs as it 
shifts to lower quality deposits and less accessible 
areas. There is now general agreement that the real 
price of oil will continue to rise. Consequently, coun
tries depending significantly on oil imports will need 
to make much larger investments in their energy 
sector than in the past if they are to reduce depen
dence on energy imports. 

Both the developed market-economy countries 
and the socialist countries of Eastern Europe envi
sage significant increases in their energy investments 
during the period 1979-1990. According to one esti
mate,112 the share of supply-related energy invest
ments to GDP of Western Europe will rise from the 
current level of 1.3 per cent to 1.8 per cent in North 
America from 2.3 per cent to 3 per cent (of GNP) 
and in the socialist countries of Eastern Europe from 
4 per cent to 4.5 per cent (of the net material pro
duct). The share of total energy-related investments 

'"The result of this work will be published in a forthcoming 
study by the UNCTAD secretariat. 

"2ECE, Energy investment prospects to 1990 in the ECE region 
(EC.AD (XVII)/R.5), September 1980. 
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would be even higher if investments in conservation 
were to be included. Nevertheless, it appears that, 
even though the changes in the magnitudes of energy 
investments may give rise to some problems of 
resource allocation and financing, especially in 
North America and the socialist countries of Eastern 
Europe, these problems could be resolved at the 
national level or through existing international 
arrangements (recourse to international money mar
kets, or international agreements on energy co
operation). 

Developing countries will face more serious prob
lems than developed countries in adapting to the 
new energy situation. The cost of meeting their 
energy requirements is expected to increase more 
rapidly in relation to GDP growth than for deve
loped countries because of faster growth of commer
cial energy demand in relation to such growth. The 
income elasticity of commercial energy demand 
(increase in energy demand in relation to GDP 
growth) at present significantly higher than unity in 
developing countries, is expected to remain high.113 

For example, in the 1980 revised long-term energy 
projections of the World Energy Conference, 1980, 
the implied income elasticity of energy demand for 
the developing countries is 0.9 compared with 0.6 for 
the developed market-economy countries and 
socialist countries of Eastern Europe.114 It appears, 
however, that for a better understanding of the 
energy potential of developing countries the analysis 
should go beyond overall relationships.115 

The options available to developing countries 
imply significantly different investment and foreign 
exchange requirements. Many developing countries 

'"Historically, the relationship between demand for energy 
and the level of economic activity has been expressed by the 
income elasticity of energy demand. On average, countries at 
lower levels of economic development tended to show a high 
energy demand elasticity in relation to income, which started 
declining as these countries became industrially "mature". 

""In the proceedings of the World Energy Conference (WEC) 
1980 which will be published in the near future, projections are 
for the period 1976-2020 and cover both commercial and non
commercial energy. The total energy demand growth rate for the 
developing countries is estimated at 4.2 per cent per annum. Even 
at this rate, however, per capita energy demand in these countries 
at the end of the period would only be approximately one-fourth 
that of the developed market-economy countries. 

"'Energy requirements are expressed in terms of useful energy 
(heat for cooking, or smelting metal, mechanical force for trans
port and industry, lighting etc.,) while energy supplied to meet 
these requirements comes in the form of primary energy i.e., the 
amount of energy contained in the various forms or products as 
they are found in nature. Since energy is not always consumed in 
its original form but undergoes various transformations in which 
a good part of the original energy is lost, the practical possibility 
for a given source of primary energy to meet a need for useful 
energy depends on both the technical and the economic efficiency 
of the energy path selected. For as long as petroleum remained the 
cheapest, as well as the most versatile of energy sources there was 
no urgent need for optimization of the mix of the primary energy 
sources employed and the transformation paths chosen to satisfy 
a given demand for useful energy. Increases in petroleum prices, 
with their consequences for the prices of other primary energy 
sources, have now reversed the previous situation. Hence, optimi
zation of the primary energy mix and of the technical efficiency of 
the various paths appear to be of considerable importance. 

will face particular difficulties in financing invest
ments if they adopt energy systems similar to those 
prevailing in developed countries, which are mainly 
based on centralized systems (electricity grids and 
piped gas) and on imported oil. Some developing 
countries, for instance, could not benefit from the 
economies of scale inherent in centralized systems.116 

Furthermore, countries with low population density 
have to face comparatively higher costs if energy is 
distributed through centralized systems.117 

Another aspect of the developing countries' 
energy requirements is that they have a high foreign-
exchange component. On the one hand, investment 
in energy has a very high import content because 
most of the available technologies are imported. On 
the other hand, much energy consumed in the deve
loping countries has to be petroleum-based, even at 
higher real prices, because of its versatility, ease of 
transport and minimum infrastructure requirements. 
This will continue to be so in the future, but petro
leum resources in the net importing regions them
selves will be tapped to a much greater extent than at 
present. 

Furthermore, the developing countries will con
tinue to depend partly on oil to meet the needs of 
their rural populations, which face what has become 
known as the "second energy crisis". Non-commer
cial forms of energy, such as animal dung, agricul
tural wastes and, above all, fuelwood provide a size
able share - estimated variously at 30 to 40 per cent -
of total energy demand. The use of such fuels, which 
are the chief source of household energy in many 
poor rural areas, has expanded considerably, along 
with the increase in the population living in those 
areas. As a consequence, there has not only been an 
upsurge in the prices of wood and charcoal 
throughout most of Asia, Africa and Latin America, 
but also an increase in the degradation of forests and 
an extension of desertification. To put an end to this 
deterioration of the environment, which has serious 
consequences, the developing countries, even if they 
considerably improve the management of forests 
and other sources of non-commercial energy and 
make more efficient uses of non-commercial fuels, 
will have to substitute alternative energy resources 
for non-commercial forms. Although "new" forms 
of energy, such as solar and minihydro, may play an 
important role and although peat and coal (when 
locally available) may be used in certain countries, 
petroleum (LPG, gasoline, kerosene) will have to 
provide part of the substitute fuels in rural areas. 

For the reasons mentioned above, the share of oil 
in total energy demand will continue to increase in 
developing countries. This is also one of the main 
conclusions of the World Energy Conference 1980, 
which has projected that oil consumption in these 
countries will reach 1.9 billion tons of coal equiva
lent (Gtce) in the year 2000. This corresponds to 42 

""Unit investment cost of electricity generated in thermal 
plants is a decreasing function of plant size. Unit costs increase 
considerably for plant sizes below 200 megawatt. 

'"Investment in secondary networks and transmission equip
ment may in some cases amount to 70 per cent of total energy 
investment. 
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per cent of total energy demand as compared with 34 
per cent in 1976.118 

2. Projections of energy balances, investment 
and foreign exchange requirements 

The projections shown in table 39 are based on the 
assumption that the GDP in developing countries 
will grow at a rate consistent with the objectives of 
the Third United Nations Development Decade.1'9 

Two alternative projections are provided which are 
based on different assumptions regarding the pattern 
of development and the energy systems that might be 
adopted by the developing countries. 

TABLE 39 

Developing countries: projected energy demand 
and supply balances in the year 2000 
(Billions of tons of coal equivalent) 

Useful energy demand . . . . 
Final energy demand 
Primary energy demand . . . 

of which: 
Non-commercial energy 
Non-renewable sources . 

Oil 
Gas 
Coal 
Nuclear 

Renewable sources . . . 
Hydroelectric 
Biomass 
Solar 
Other 

1973 
(actual) 

0.9 

0.3 
0.6 
0.4 
0.1 
0.1 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

2000 
projections 

Scenario A 

1.7 
3.7 
5.1 

0.6 
4.2 
2.4 
0.7 
0.8 
0.3 
0.3 
0.2 
0.0 
0.0 
0.0 

Scenario B 

1.6 
3.1 
4.0 

0.5 
2.9 
1.4 
0.7 
0.7 
0.1 
0.5 
0.2 
0.1 
0.1 
0.1 

Source: UNCTAD secretariat estimates. 
Note: For scenarios A and B see the text. For definitions of "useful demand", ' 

mary demand" and "final demand" see footnotes 115 and 121. 

Turning first to the variables reflecting the pat
terns of development,120 it can be seen that, on the 
assumption that structural change in the developing 

'"According to the World Energy Conference projections (op. 
cit.), the share of oil in commercial energy consumption will 
decrease from 58.6 per cent in 1976 to 53.6 in the year 2000. Using 
data given in the Yearbook of World Energy Statistics, 1979, 
(United Nations publication, Sales No. E/F.80.XVII.7), and fol
lowing the WEC assumptions, the above share would be 66.9 per 
cent for 1976 and 61.9 per cent for 2000. Similarly, oil consump
tion as a proportion of total energy consumption would increase 
from 39 per cent to 48 per cent in the period 1973-2000. 

'"The projections are for the year 2000 starting from the situa
tion in 1973. The longer-term perspective taken in such a long 
time horizon is necessary because the energy sector is character
ized by long lead times (about 10 years normally elapse between a 
decision to build a nuclear plant and its entry into operation). If 
account is taken of actual growth rates in the period 1973-1980 
and of a subsequent period of adjustment to the target rate by 
1990, the implied average annual rate for the period 1973-2000 is 
6.3 per cent. 

120The quantity of (useful) energy necessary to produce a unit 
of national product varies considerably from one sector to 

TABLE 40 

Developing countries: projected final energy demand by end-use£ 

in the year 2000 
(Millions of tons of coal equivalent) 

Agriculture 
Manufacturing 

of which: 
Energy-intensive industries. 

Transport 
Services 
Households 

Total 

Scenario B 

244 
1083 

822 
671 
49 

1062 
3109 

Source: UNCTAD secretariat estimates. 
Note: For scenarios A and B see the text. 
a Energy inputs into various sectors of production and final demand by households. 

countries will follow a pattern similar to that of 
industrialized countries in the past, the demand for 
useful energy in the year 2000 may reach 1.7 Gtce 
(scenario A). On the alternative assumption (scen
ario B) that domestic production is more oriented 
towards satisfying the demands of the local popula
tion, which implies (a) a slightly slower growth rate 
for manufacturing as a whole but a significantly 
slower rate for energy-intensive industries; (b) 
higher growth for agriculture and construction; and 
(c) a lower degree of urbanization, the demand for 
useful energy may be reduced to 1.6 Gtce, or by 6 
per cent as compared with scenario A. If, in addi
tion, account is taken of the potential for improving 
the efficiency of the end-use devices (e.g. of stores, 
cars, water boilers, etc.) and of the extent to which 
the industrial structure allows for utilization of 
energy forms that have higher end-use device effi
ciency, the difference in the final energy demand in 
the year 2000121 between the two sets of projections 
becomes 15 per cent. The major divergences are in 
the transport sector (see table 40), where demand is 
22 per cent lower on the assumption of a lower level 
of urbanization, and in energy-intensive industries, 
where demand is 27 per cent lower on the assump
tion of slower growth for this sub-sector. 

The pattern of development may also affect the 
demand for primary energy.122 An even more 

another in both developing and developed countries. The trans
portation sector, for example, is not only one of the most energy-
intensive sectors but is also almost entirely dependent on petro
leum. Industrial structure is another important factor in deter
mining the level and the structure of (useful) energy demand. The 
higher the share of energy-intensive industries (metals, cement, 
chemicals, paper, etc.) in the total, the higher the energy demand 
of industry as a whole. 

121 Energy demand including the losses of end-use devices is 
known as final energy demand. It is the form of energy as it 
arrives at the door of the final consumer, i.e., an intermediate 
form between the primary and the useful energy described above. 
It is a more convenient measure for comparing different energy 
estimates. 

'"The structure of useful energy demand may be affected by 
the sectoral or subsectoral composition of production in a manner 
that enhances the possibilities for the development of alternative 
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important factor in determining demand for primary 
energy is the choice of energy strategies. This choice 
critically affects the level of investment and foreign 
exchange requirements. For example, a centralized 
system based on electricity uses more primary energy 
than a system less dependent on electricity, owing to 
greater losses in energy conversion.123 

In projecting the corresponding primary energy 
demand, a general assumption is made concerning 
imports of oil. For each developing region projected 
demand imported for oil is constrained by limiting 
the value of imports to 10 per cent124 of total GDP 
(extractive industries excluded) for scenario A and 5 
per cent for scenario B.125 The remaining assump
tions about the choice of energy strategies are in line 
with the assumptions about economic policies. In 
scenario A, it is assumed that the choice of an energy 
system similar to the one already established in deve
loped countries is compatible with similar assump
tions regarding the overall pattern of development. 
In this scenario, more emphasis is given to network 
electricity and the conventional sources of energy in 
general. Oil is substituted for fuelwood and there are 
no specific policies to alleviate the fuelwood 
problem. The primary energy required to meet the 
needs of useful energy for the year 2000 would be 5.1 
Gtce and the average annual growth rate for the 
whole period 1973-2000 is 6.6 per cent. For scenario 
B, it is assumed that the choice of energy strategies 
leading to the optimization of the overall technical 
efficiency of the energy system, the development of 
domestic resources and the reduction of imports is 
more in line with economic policies that aim mainly 
at the satisfaction of domestic needs. In specific 
terms this assumption is translated into greater utili
zation of domestic oil and other conventional 
sources, reduction in the import content of capital 
goods (by developing domestic technologies), greater 
exploitation of new and renewable sources of energy 
and improvement of efficiency in the utilization of 
fuelwood. The resulting primary energy required for 
satisfying the demand for useful energy is, in scen
ario B, projected to be 4.0 Gtce in the year 2000, 
which corresponds to a growth of 5.7 per cent a year 
for the whole period 1973-2000. 

sources and thus the primary energy mix. For example, if a higher 
proportion of value added comes from industries requiring low 
and medium temperature, then solar energy at its present state of 
development could make a larger contribution to the primary 
energy mix. 

'"The efficiency with which oil or coal is transformed into 
electricity is approximately 30 per cent (i.e. there is a 70 per cent 
loss). Electricity supplies, especially in developing countries, 
would have to depend on thermal as well as nuclear and hydro 
generation. 

1 "While it is not possible to separate the group of oil-produ
cing countries or the major oil exporters, seven regions would be 
net oil-importers in the year 2000 if the value of their energy 
imports is assumed to reach 10 per cent of their GDP (excluding 
extractive industries). 

'"The level of imports at which an optimal balance is achieved 
between investments in domestic oil and imports should be deter
mined through a dynamic model in which the feedback from 
added investment would be explicitly included. However, this was 
not possible in the present study. 

Hence, for the same overall economic growth, pro
jected energy requirements of developing countries 
may vary in the year 2000 between a high 5.1 Gtce 
and a low of 4.0 Gtce, implying for scenario B an 
overall improvement of 23 per cent over scenario A 
in the performance of their energy system. The most 
noteworthy differences between the two projections 
are the lower demand for oil and the increased con
tribution of new and renewable sources of energy 
(apart from hydroelectric power) in scenario B. The 
contribution of nuclear energy to total primary 
energy consumption, which is small in scenario A, 
becomes insignificant in scenario B. 

The reduction in the demand for oil in scenario B 
has the effect of making most of the regions self-suf
ficient in oil. Only three regions continue to be net 
oil-importers. In these regions the unsatisfied 
demand is met by substituting other domestic 
sources of energy for imported oil. 

The investments126 required by the developing 
countries to meet their projected domestic energy 
demand in the year 2000 (see table 41) would range 
from $97 billion and $156 billion at 1973 prices or 

TABLE 41 

Developing countries: energy-related costs and associated foreign 
exchange requirements in the year 2000 
(Billions of US dollars at 1973 prices) 

Investments 
Fossil fuels 
Electricity3 

Thermoelectric 
Hydroelectric 
Nuclear 
Transmission and dis

tribution 
Non-commercial and 

new and renewable 
sources 

Total investments . . . 
(%ofGDP)b 

Net energy import require
ments 
(%ofGDP)b 

Total energy sector 
requirements 

(%ofGDP)b 

Scenario A 

Total 

37.2 
115.9 
20.8 
13.0 
48.7 

33.4 

3.0 
156.1 

(7.3) 

103.8 
(4.8) 

259.9 
(12.1) 

of which: 
foreign 

exchange 
require-

18.6 
66.5 
9.3 
6.5 

39.0 

11.7 

0.9 
86.0 
(4.9) 

103.8 
(4.8) 

189.8 
(8.8) 

Scenario B 

Total 

23.3 
61.2 

7.0 
27.8 
13.4 

13.0 

12.3 
96.9 
(4.5) 

38.1 
(1.8) 

135.0 
(6.3) 

of which: 
foreign 

exchange 
require-

9.3 
27.0 
2.6 

11.1 
9.7 

3.6 

2.6 
38.9 
(1.8) 

38.1 
(1.8) 

77.0 
(3.6) 

Source. UNCTAD secretariat estimates. 
Note • For scenarios A and B see the text. 
a Production, transmission and distribution. 
bThe percentage is expressed in terms of GDP excluding the extractive industries. 

'"These estimates refer to investments required for meeting 
domestic demand only. Investments to increase exports to deve
loped countries are not included here, but investments by certain 
oil-producing countries to cover the exports to other developing 
countries are included. 
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from 4.5 per cent to 7.3 per cent of GDP (excluding 
the extractive industries). Hence, developing coun
tries may have to devote a considerably larger share 
of GDP than at present127 to investments in the 
energy sector. Even on the assumption of lower 
energy demand (scenario B) the share of projected 
investment in total GDP (excluding the extractive 
industries) will be higher than in the developed 
countries. Financing energy investments will be a 
major challenge for most developing countries. 

The projections also imply a very high level of for
eign exchange expenditure, which would place 
serious pressure on the balance of payments for 

'"For the period 1968-1973, energy investments in net oil-
importing developing countries were 1.2 per cent of total GDP. 
According to a World Bank paper entitled Rural Electrification 
published in 1975, this share was expected to increase to 1.4 per 
cent in the period 1974-1980. 

several developing countries. The projected foreign 
exchange requirements of the energy sector as a 
whole128 could range between 3.6 and 8.8 per cent of 
GDP in the year 2000. In contrast, the foreign 
exchange requirements for energy imports could 
range between 1.8 and 4.8 per cent of GDP. It should 
be noted, however, that the former share of energy 
imports was achieved by limiting a priori the demand 
for oil and by emphasizing the development of 
energy supplies based on domestic sources. It should 
be stressed that while the above policies may contri
bute to reducing the pressure of the energy sector on 
the economies of developing countries as a whole to 
a more manageable degree, serious disequilibria will 
continue to exist in some regions of the world. 

128Total foreign-exchange requirements are equal to the import 
content of investments in all regions plus the value of imports for 
the net oil-importing regions on the basis of a price for oil in the 
year 2000 of $36/bbl at 1973 prices. 
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I. Classification of countries and territories used Socialist countries of Asia: China, Democratic 
in this report People's Republic of Korea, Mongolia. 

Unless otherwise indicated, the following classifi- Developing countries and territories: all other coun-
cation of countries and territories has been used in tries and territories not specified above, 
this report. It has been adopted for the purposes of Generally speaking, sub-groupings within geogra-
statistical convenience only and does not necessarily h i c a l regions are those used in the UNCTAD 
imply any judgement concerning the stage of devel- Handbook of international Trade and Development 
opment of a particular country or territory: Statistics, Supplement 1980.™ However, South Asia 

Developed market-economy countries: Australia; includes Afghanistan, Bangladesh, Burma, India, 
Austria; Belgium; Canada; Denmark; Faeroe Nepal, Pakistan, Sri Lanka, and East Asia includes 
Islands; Finland; France; Germany, Federal Repu- all other countries in South and South-East Asia as 
blic of; Greece; Iceland; Ireland; Israel; Italy; well as countries in Oceania. In general, data for the 
Japan; Liechtenstein; Luxembourg; Netherlands; People's Republic of China exclude Taiwan Pro-
New Zealand; Norway; Portugal; South Africa; vince. 
Spain; Sweden; Switzerland; Turkey; United 
Kingdom; United States. 

Socialist countries of Eastern Europe: Albania, Bul
garia, Czechoslovakia, German Democratic Repu- '"United Nations publication, Sales No. E/F.80.II.D.10 and 
blic, Hungary, Poland, Romania, USSR. corrigendum. 
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Major oil-exporting developing countries are 
defined as those countries for which petroleum and 
petroleum products accounted for more than 50 per 
cent of their total exports in 1974. These countries 
are: Algeria, Angola, Bahrain, Brunei, Congo, Ecu
ador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libyan 
Arab Jamahiriya, Nigeria, Oman, Qatar, Saudi 
Arabia, Trinidad and Tobago, United Arab Emirates 
and Venezuela. 

Non-oil exporting developing countries are all deve
loping countries and territories other than the major 
oil-exporting developing countries. 

Net oil-importing developing countries are the 
"non-oil exporting developing countries", excluding 
the following eight net oil exporters: Bolivia, Egypt, 
Malaysia, Mexico, Peru, Syrian Arab Republic, 
Tunisia and Zaire. 

Exporters of manufactures are developing coun
tries with a per capita income greater than $1,000 in 
1977, and whose exports of manufactures averaged 
more than 20 per cent of total exports during the 
period 1970-1977 and grew in volume at an average 
annual rate of more than 8 per cent during those 
years. The countries included in this group are Arg
entina, Brazil, Republic of Korea, Singapore, Uru
guay and Yugoslavia, and certain territories such as 
Hong Kong. 

The 30 least developed countries are:130 Afgha
nistan, Bangladesh, Benin, Bhutan, Botswana, 
Burundi, Cape Verde, Central African Republic, 
Chad, Comoros, Democratic Yemen, Ethiopia, 
Gambia, Guinea, Haiti, Lao People's Democratic 
Republic, Lesotho, Malawi, Maldives, Mali, Nepal, 
Niger, Rwanda, Samoa, Somalia, Sudan, Uganda, 
United Republic of Tanzania, Upper Volta, Yemen. 

Most seriously affected countries (MSAs): Afgha
nistan, Bangladesh, Benin, Burundi, Cape Verde, 
Central African Republic, Chad, Democratic Kam
puchea, Egypt, El Salvador, Ethiopia, Gambia, 
Ghana, Guatemala, Guinea, Guinea-Bissau, 
Guyana, Haiti, Honduras, India, Ivory Coast, 
Kenya, Lao People's Dem. Rep., Lesotho, Mad
agascar, Mali, Mauritania, Mozambique, Nepal, 
Niger, Pakistan, Rwanda, Samoa, Senegal, Sierra 
Leone, Somalia, Sri Lanka, Sudan, Uganda, United 
Republic of Cameroon, United Republic of Tan
zania, Upper Volta, Yemen and Democratic Yemen. 

II. Estimates and projections 

The terms-of-trade calculations for groups of 
developing countries and territories have been made 
by the UNCTAD secretariat using a methodology 
briefly described in the UNCTAD Handbook of 
International Trade and Development Statistics, Sup
plement 1980.m 

130Data for least developed countries do not include Guinea-
Bissau, which was added to the list of least developed countries in 
July 1981. 

131 Op. cit. 

The short-term projections shown in Part I of the 
report have been prepared by the UNCTAD secre
tariat on the basis of recent forecasts of Project 
LINK and econometric models covering 60 devel
oping countries,132 and of consultations with 
experts.133 

HI. Specific notes on annex tables A.11-A.13 

1. Methodology 

The figures in annex tables A. 11-A. 13 are based 
on national data for physical volumes of production, 
exports and imports relating to 26 commodities, pro
vided by the FAO project "Agriculture": Towards 
2000". The commodity aggregates were constructed 
by using average world market prices in 1974-1976 
as weights for the following: cereals (including 
wheat, rice, maize, barley and other cereals), other 
food (roots, sugar, pulses, vegetables, bananas, citrus 
fruits, other fruit, vegetable oils, cocoa, coffee, tea, 
tobacco, beef and veal, mutton and lamb, pigmeat, 
poultry meat, milk and eggs) and agricultural raw 
materials (cotton, jute and rubber). Consumption 
was computed as production plus imports minus 
exports (information on changes in stocks was not 
available). Price movements were obtained by 
valuing individual commodity volumes at world 
market prices and dividing the values thus obtained 
for each commodity group by corresponding 
volumes in 1974-1976 prices. Population data were 
taken from the FAO Production Yearbook (extrapo
lated by an exponential trend for years not available 
in the data base). 

2. Country classification 

Oil exporters: Algeria, Angola, Bahamas, Bahrain, 
Bermuda, Brunei, Gabon, Indoensia, Iran, Iraq, 
Kuwait, Libyan Arab Jamahiriya, Mexico, Nether
lands Antilles, Nigeria, Oman, Qatar, Saudi Arabia, 
Trinidad and Tobago, United Arab Emirates, United 
States Virgin Islands, Venezuela. 

Agricultural surplus countries: countries or territo
ries with net exports of agricultural products other 
than cereals that are at least double their net imports 
of cereals (in order to take account of transport costs 
and imported inputs): Botswana, Brazil, Belize, 
Burundi, Central African Republic, Colombia, 
Costa Rica, Cuba, Cyprus, Dominica, Dominican 
Republic, Ecuador, El Salvador, Equatorial Guinea, 
Fiji, Gaza Strip, Ghana, Guatemala, Honduras, 
Ivory Coast, Liberia, Madagascar, Malaysia, Mauri
tius, Mozambique, Namibia, New Hebrides, Nicar
agua, Panama, Papua New Guinea, Paraguay, Phi-

,32For a brief description of Project LINK and these econ
ometric models, see TD/B/C.3/134/Add.l, section II. The 
UNCTAD secretariat contributes to this world econometric 
modelling system regional models of developing countries and 
price forecasts for their principal export commodities. 

'"Experts from a number of developing and developed 
market-economy countries, together with representatives of mul
tilateral institutions, participated in consultations held by the 
Secretary-General of UNCTAD on the world economic outlook 
for 1981-1982 in January 1981. 
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lippines, Rwanda, St. Kitts-Nevis-Anguilla, Samoa, 
Sao Tome and Principe, Solomon Islands, Sudan, 
Togo, United Republic of Cameroon, United Repu
blic of Tanzania, Zaire. 

Countries self-sufficient in cereals: countries with a 
self-sufficiency ratio for cereals of over 95 per cent: 
Afghanistan, Argentina, Bhutan, Burma, Chad, 
Democratic Kampuchea, Ethiopia, Guyana, India, 
Kenya, Malawi, Mali, Nepal, Pakistan, Suriname, 
Thailand, Turkey, Uganda, Uruguay, Zimbabwe. 

Other developing countries: developing countries 
or territories not included in the preceding groups: 

(a) GDP per capita in 1977 above $500: Barbados, 
Bolivia, British Virgin Islands, Chile, Cook Islands, 
French Guiana, French Polynesia, Djibouti, Green
land, Guadeloupe, Guam, Hong Kong, Jamaica, 
Macau, Malta, Martinique, Monserrat, Morocco, 
New Caledonia, Pacific Islands, Peru, Republic of 
Korea, Reunion, Saint Lucia, St. Pierre and Miq-
uelon, Seychelles, Singapore, Swaziland, Syrian 
Arab Republic, Tunisia, Yugoslavia. 

(b) GDP per capita in 1977 $500 or below: Antigua, 
Bangladesh, Benin, Cape Verde, Comoros, Congo, 
Democratic Yemen, Egypt, Gambia, Grenada, 

Guinea, Guinea-Bissau, Haiti, Jordan, Kiribati, Lao 
People's Democratic Republic, Lebanon, Lesotho, 
Maldives, Mauritania, Niger, St. Helena, Saint Vin
cent and the Grenadines, Senegal, Sierra Leone, 
Somalia, Sri Lanka, Tokelau, Tonga, Tuvalu, Upper 
Volta, Viet Nam, Wallis and Futuna, Western 
Sahara, Yemen, Zambia. 

Other countries 

Developed low-cost agricultural exporters: Aus
tralia, Canada, New Zealand, South Africa, United 
States. 

Other developed market-economy countries: Aus
tria, Belgium, Denmark, Faeroe Islands, Finland, 
France, Federal Republic of Germany, Greece, Ice
land, Ireland, Israel, Italy, Japan, Liechtenstein, 
Luxembourg, Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, United Kingdom. 

Socialist countries of Eastern Europe: Albania, Bul
garia, Czechoslovakia, German Democratic Repu
blic, Hungary, Poland, Romania, USSR. 

Socialist countries of Asia: China, Democratic 
People's Republic of Korea, Mongolia. 
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ANNEX TABLE A.l 

World output3 summary, by main regions 
(In percentages) 

Region 

Period 

1975-
1980 1979 1980' 

Forecast 

1981 1982 

World 
Developed market-

economy countries . . . . 
North America 

Canada 
United States 

Western Europe 
of which: 

France 
Germany, 

Fed. Rep. of . . . 
Italy 
United Kingdom . . 

Japan 
Others 

Developing c o u n t r i e s . . . . 
By analytical groups: 

Major oil-exporting 
countries 
Oil sector 
Non-oil sector 

Net oil-importing coun
tries 
Exporters of manufac

tures 
MSA countries 
Least developed coun

tries 
China 
Socialist countries of 

Eastern Europe 

Memo item: unemployment 
rates in OECD countriesh 

of which: 
Canada 
France 
Germany, 

Fed. Rep. of . . . 
Italy 
Japan 
United Kingdom . . 
United States . . . . 

4.0 

3.5 
3.4 
2.9 
3.4 
3.0 

3.2 

3.6 
3.9 
1.6 
5.6 
2.1 
5.0 

3.7 
0.0 
8.1 

5.0 

6.1 
3.5 

3.8 
4.9 

4.3 

3.8 

3.6 
3.2 
2.7 
3.2 
3.3 

3.2 

4.5 
5.0 
1.3 
5.9 
4.0 
4.8 

4.0 
3.0 
5.0 

4.7 

7.1 
1.4 

2.5 
7.0 

2.5 

5.1 

7.5 
5.9 

3.8 
7.7 
2.1 
5.7 
5.8 

2.1 

1.2 
-0.2 
0.1 

-0.2 
1.5 

1.3 

1.8 
4.0 

-1.8 
4.3 
2.2 
3.8 

-5 .5 
-12.7 

8.0 

3.6 

4.8 
1.8 

2.7 
5.0 

2.9 

5.8 

7.5 
6.4 

3.8 
7.6 
2.0 
7.4 
7.1 

2.2 

1.5 
2.5 
2.0 
2.5 

-0.4 

-0.5 

-1.2 
-0.6 
-1.5 
3.5 
5.1 
3.2 

-2 .0 
-7 .0 
12.0 

4.5 

5.1 
3.4 

2.9 
4.5 

3.2 

6.4 

7.3 
7.5 

5.0 
8.0 
2.1 

10.5 
7.6 

3.0 

2.2 
1.5 
2.0 
1.5 
2.0 

1.8 

2.0 
1.9 
0.5 
4.5 
4.6 
5.5 

6.0 
3.5 

12.0 

4.8 

5.2 
4.0 

3.6 
5.0 

3.5 

6.9 

7.5 
8.0 

5.5 
8.5 
2.0 

11.5 
7.6 

based on official national and interna Source: UNCTAD secretariat calculations, 
tional sources. 

' Gross domestic product. 
b Total is weighted average of standardized unemployment rates in 15 OECD coun

tries; individual countries are shown on a national basis. 
* Estimate. 
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ANNEX TABLE A.2 

World trade summary: annual rates of change in volumes and prices, 1970-1982 

A. Developed market-economy countries by main regions 
(In percentages) 

Countn. region or group 

Period 

1970-1980 1975-1980 1979 

Forecast 

1980* 1981 1982 

World exports 
Volume 
Unit value 

Developed market-economy countries 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

North America 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

Western Europe 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

Japan 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

Others 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

5.4 
14.2 

6.4 
- 2 . 1 

4.2 
4.9 

6.3 
-2.7 

3.5 
4.8 

5.8 
-1 .0 

4.8 
5.0 

9.5 
-5.7 

3.3 
4.3 

4.8 
-2.1 

2.6 
2.0 

5.9 
11.7 

6.5 
-2.0 

4.4 
2.8 

6.7 
-3.2 

3.4 
5.4 

6.0 
-1 .0 

5.0 
6.2 

9.0 
-5.2 

3.6 
4.4 

6.0 
-2.5 

3.4 
2.7 

7.4 
18.9 

6.5 
-8 .2 
-3 .3 

8.1 

6.6 
1.1 
7.8 
2.9 

8.9 
-1.0 

7.0 
10.8 

-3.0 
-13.4 
-16.8 

10.0 

10.9 
3.3 

14.6 
6.7 

1.5 
20.0 

4.6 
-8 .2 
-4 .0 
-0.1 

7.0 
-10.2 
- 4 .2 
-8 .5 

0.0 
-5.0 
-5.0 

1.5 

18.5 
-20.6 
-1.7 
-5 .3 

9.8 
-6 .4 

3.2 
2.7 

1.0 
4.5 

1.8 
-0.2 

1.6 
-0.8 

1.9 
0.9 
2.8 
2.6 

0.7 
-0.9 
-0.1 
-2.7 

8.3 
0.0 
8.3 
1.0 

2.5 
-0.3 
2.2 
9.5 

5.0 
9.0 

5.1 
1.0 
6.1 
4.4 

2.2 
3.0 
5.2 
5.6 

6.0 
0.5 
6.5 
4.0 

5.5 
0.0 
5.5 
4.8 

5.6 
1.4 
7.1 
4.4 

For sources and notes, see end of table 
* Estimate 
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ANNEX TABLE A.2 (continued) 

World trade summary: annual rates of change in volumes and prices, 1970-1982 

B. Developing countries and territories by main regions 
(In percentages) 

Region 

Period Forecast 

1970-1980 1975-1980 1980* 

-6.1 
17.8 
10.6 
7.4 

5.2 
1.7 
7.1 
7.1 

-13.1 
34.7 
17.1 

-4.7 

-0 .5 
13.6 
13.1 
7.7 

-16.4 
31.3 
9.7 

11.6 

-13.6 
-9.8 

-22.1 
3.9 

8.3 
-3 .6 

4.4 
3.7 

1981 

-0 .2 
2.0 
1.8 
5.9 

4.8 
-1 .6 

3.2 
3.4 

-5 .4 
8.6 
2.7 
6.4 

-8 .5 
3.1 

-5 .6 
6.4 

-6.1 
9.6 
2.9 

14.4 

3.1 
-1 .4 

1.7 
-4.3 

7.1 
-1 .9 

5.1 
6.5 

1982 

Developing countries and territories 
Export volume 
Terms of trade 
Purchasing power of exports . . 
Import volume 

Western hemisphere 
Export volume , 
Terms of trade 
Purchasing power of exports . . 
Import volume , 

North Africa 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

Other Africa 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

West Asia 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

South Asia 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

East Asia 
Export volume 
Terms of trade 
Purchasing power of exports . . . 
Import volume 

3.1 
6.8 

10.0 
7.3 

4.2 
-0.3 

3.9 
4.5 

-3.9 
13.2 
8.8 

0.9 
5.0 
5.9 
4.7 

-0.3 
19.0 
18.7 
16.2 

-0 .2 
-5.5 
-5.7 

0.7 

7.9 
1.2 
9.2 
6.3 

5.1 
2.9 
8.1 
5.2 

8.6 
-2.7 

5.7 
1.7 

1.1 
7.5 
8.7 

-0.1 

1.6 
5.5 
7.2 
2.6 

-2 .2 
8.6 
6.2 

10.4 

1.0 
-7.0 
-6.0 

1.9 

9.9 
-1 .6 

8.1 
5.1 

5.9 
5.7 

12.0 
-1.9 

9.8 
-4 .9 

4.5 
0.2 

1.2 
17.3 
18.7 

-10.9 

6.2 
11.1 
18.0 

-19.7 

3.5 
19.8 
24.0 
2.3 

1.2 
-16.4 
-7 .5 
-6.7 

6.1 
14.9 
11.3 
0.7 

6.9 
1.2 
5.6 
7.2 

9.0 
-1 .6 

7.3 
4.1 

4.8 
-0 .4 

4.4 
7.6 

15.4 
-1 .3 
13.9 

4.4 
-0.6 

3.8 
14.8 

4.2 
0.6 
4.9 

-0.4 

6.3 
-0.5 

5.8 
6.6 

For sources and notes, see end of table. 
* Estimate. 

114 



ANNEX TABLE A.2 (concluded) 

World trade summary: annual rates of change in volumes and prices, 1970-1982 

C. Developing countries and territories by major analytical groups 
(In percentages) 

Group 

Period Forecast 

1970-1980 1975-1980 1981 1982 

Major oil exporters 
Export volume 
Terms of trade 
Purchasing power of exports 
Import volume 

Net oil-importing countries 
Export volume 
Terms of trade , 
Purchasing power of exports 
Import volume 

Exporters of manufactures 
Export volume 
Terms of trade 
Purchasing power of exports 
Import volume 

MSA countries 
Export volume 
Terms of trade 
Purchasing power of exports 
Import volume 

Least developed countries 
Export volume 
Terms of trade 
Purchasing power of exports 
Import volume 

-1.4 
19.6 
17.9 
14.3 

7.3 
-3 .2 

3.8 
4.4 

11.0 
-3.3 

7.3 
7.0 

0.5 
-2.5 
-2.0 

1.3 

-0 .4 
-1.8 
-2.2 

1.5 

-0.7 
11.6 
10.8 
8.1 

9.0 
-3.7 

5.1 
4.2 

13.5 
-3.4 

9.6 
7.2 

-2.0 
-0.2 
0.3 

3.6 
-1.0 
2.6 
1.8 

4.0 
21.6 
26.5 

-6 .4 

-11.1 
-2 .2 

6.8 
-8 .5 
-2 .3 

5.3 

7.8 
-15.3 
-8.8 

-11.1 

14.6 
-9.0 

4.3 
-8.5 

-15.4 
49.7 
26.6 
22.2 

4.1 
-6.1 
-2 .2 

1.3 

8.3 
-6.4 

1.4 
3.0 

-4.9 
-6 .2 

-10.7 
-0.1 

3.3 
-5.2 
-2.1 

-10.2 

-6 .6 
9.3 
2.1 

14.0 

6.9 
-4.4 

2.2 
1.6 

8.2 
-2.9 

5.1 
4.1 

5.3 
-4.1 

1.1 
-0.6 

5.1 
-9.1 
-4.5 

2.2 

6.6 
-0.8 

5.8 
14.3 

7.5 
-1 .0 

6.4 
3.1 

9.6 
-1 .2 

8.3 
4.3 

4.3 
-1.1 

3.2 
1.3 

4.3 
-2.5 

1.6 
3.8 

Source: UNCTAD secretariat calculations, based on official national and international sources. 
Note: For method of calculation, see Explanatory Notes to Annex A. 
* Estimate. 
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ANNEX TABLE A.3 

World prices summary: annual rates of change 

A. Internationally traded goods, by major commodity groups 
(In percentages) 

Commodity group 

Food 
Agricultural raw materials 
Crude petroleum 
Non-ferrous metals 

S1TC 

0+1 
2 + 4 
331 
68 

5 - 8 

1970-
1980 

12.3 
12.4 
34.7 
7.8 

11.5 

1975-
1980 

9.7 
10.8 
24.2 
13.2 
9.9 

1979 

12.4 
20.5 
45.3 
32.5 
14.4 

Forecast 

1980* 

16.9 
5.0 

73.5 
11.4 
10.5 

1981 

-10.2 
-7 .5 
13.4 

-11.8 
2.2 

1982 

3.4 
6.6 

II 5 
87 
9.5 

Consumer prices, by main regions and analytical groups 
(In percentages) 

Region 
1970-
1980 

1975-
1980 1979 

Forecast 

1980* 1981 1982 

Developed market-economy countries 
North America 
Western Europe 
Japan 
Others 

Developing countries and territories . 
Western hemisphere 
North Africa 
Other Africa 
West Asia 
South Asia 
East Asia 

By analytical groups: 
Net oil-exporting countries . . . . 
Net oil-importing countries . . . 

9.6 
7.8 

11.3 
9.0 

10.7 
19 
21 
3 
5 
3 
6 
6 

2 
12 

10.6 
8.9 

13.0 
6.5 

11.2 
24 
36 
8 

13 
11 
7 

10 

12 
22 

9.8 
11.1 
10.5 
3.6 
9.7 
33 
48 
10 
17 
5 
6 

13 

10 
36 

13.1 
13.2 
14.7 
8.0 

11.1 
32 
56 
14 
16 
12 

• • I , 2 

14 
34 

11.0 
11.2 
12.3 
6.5 

10.9 

9.5 
10.0 
10.2 
5.5 

12.2 

Source: UNCTAD secretariat calculations, based on official international and national sources. 
• Estimate. 

ANNEX TABLE A.4 

Share of major economic groupings in total world trade 
(Percentages) 

Grouping 

Exports 

1950 1960 1970 1972 1980 

Imports 

1950 1960 1970 1972 1980 

World 
Developed market-economy countries 
Developing countries 

Major oil exporters 
Other developing 

of which: 
Fast-growing exporters 

of manufactures 
Least developed 

Socialist countries 

100.0 
61.1 
30.8 
6.2 

24.6 

7.8 
1.5 
8.1 

100.0 
66.8 
21.5 
6.8 

14.9 

3.9 
1.1 

11.7 

100.0 
71.3 
18.1 
6.2 

11.7 

3.4 
0.7 

10.6 

100.0 
71.8 
17.8 
6.9 

10.9 

3.6 
0.6 

10.4 

100.0 
63.3 
28.1 
16.2 
11.9 

4.9 
0.3 
8.6 

100.0 
65.3 
26.7 
4.1 

22.6 

7.3 
1.3 
7.9 

100.0 
65.9 
22.2 
4.6 

17.6 

4.9 
1.2 

11.9 

100.0 
72.3 
17.1 
3.3 

13.8 

4.3 
0.9 

10.5 

100.0 
72.7 
16.5 
3.7 

12.9 

4.5 
0.7 

10.1 

100.0 
69.6 
21.5 
6.5 

15.0 

5.8 
0.6 
9.0 

Source: UNCTAD, Handbook of International Trade and Development Statistics: Supplement 1980. 
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ANNEX TABLE A.5 

Commodity composition of exports and imports of developing countries 
(In percentages) 

Commodity group 

TOTAL 

Primary commodities, 
excluding fuels 

Food and beverages . . . 
Raw materials 
Fuels 
Manufactures 

of which: 
Machinery and 

transport equipment 

SITC 

0 - 9 

0 + 1 + 2 + 4 
+ 68 
0+1 

2 + 4 + 68 
3 

5 - 9 less 68 

7 

1965 

100.0 

53.7 
28.2 
25.5 
31.4 
14.9 

1.1 

Exports 

1970 

100.0 

49.3 
24.3 
25.0 
33.0 
17.7 

2.6 

1975 

100.0 

25.2 
14.1 
11.1 
59.5 
15.3 

3.4 

1979 

100.0 

22.9 
12.4 
10.5 
56.6 
20.5 

5.2 

1965 

100.0 

23.4 
15.6 
7.8 
8.9 

67.7 

30.8 

Imports 

1970 

100.0 

20.8 
12.6 
8.2 
8.0 

71.2 

33.4 

1975 

100.0 

17.6 
11.8 
5.8 

14.5 
67.9 

35.2 

1979 

100.0 

17.7 
10.9 
6.8 

15.4 
66.9 

32.8 

Source: UNCTAD secretariat, based on data from, and the country classification used in. United Nations, Monthly Bulletin of Statistics, 
May 1981. 

ANNEX TABLE A.6 

Balance of payments summary of developing countries and territories 
(In billions of US dollars) 

A. By main regions 

Item 

Region 
Exports 
(fo.b.) 

Imports 
(f-o.b.) 

Trade 
balance 

Balance on 
non-factor 

services and 
private 
transfers 

Investment 
income 
(net) 

Current 
account 
balance 

Total 
capital 
flows 
(net)" 

Changes in 
reserves 
(minus 
equals 

increase) 

Total 
1979 
1980 
1981 
1982 

Western hemisphere 
1979 
1980 
1981 
1982 

North Africa 
1979 
1980 
1981 
1982 

Other Africa 
1979 
1980 
1981 
1982 

West Asia 
1979 
1980 
1981 
1982 

South Asia 
1979 
1980 
1981 
1982 

East Asia 
1979 
1980 
1981 
1982 

414.6 
554.0 
585.1 
676.4 

84.3 
108.5 
115.8 
135.0 

31.4 
44.1 
46.2 
52.4 

37.7 
51.3 
49.8 
61.9 

142.4 
199.3 
208.9 
236.1 

11.5 
11.1 
11.9 
13.6 

100.1 
129.6 
141.3 
164.0 

338.6 
439.7 
482.9 
566.5 

85.9 
110.6 
118.3 
133.8 

25.8 
29.5 
32.0 
37.4 

32.7 
42.4 
46.4 
55.1 

64.8 
92.2 

107.4 
134.2 

17.1 
22.0 
22.2 
24.1 

98.7 
126.9 
140.3 
164.0 

75.9 
114.3 
102.2 
109.9 

-1 .6 
-2.1 
-2 .5 

1.2 

5.5 
14.6 
14.2 
15.0 

5.0 
8.9 
3.4 
6.8 

77.6 
107.1 
101.5 
102.0 

-5.6 
-10.9 
-10.3 
-10.6 

1.4 
2.7 
1.0 

-0.1 

-39.8 
-52.1 
-66.0 
-78.1 

-4.7 
-6.3 
-6 .6 
-8 .5 

-0 .9 
-1.8 
-2.1 
-2.9 

-7.9 
-10.8 
-12.5 
-15.1 

-30.1 
-38.0 
-48.7 
-54.9 

2.3 
2.8 
2.3 
2.4 

-1 .8 
-1.7 
-2.5 
-3.8 

-20.4 
-29.2 
-31.3 
-29.2 

-14.4 
-19.9 
-24.6 
-26.1 

-1 .5 
-2.0 
-1 .6 
-0.9 

-2 .5 
-3.0 
-3 .8 
-5.0 

5.8 
7.7 

13.7 
20.0 

-0.6 
-0.9 
-1.4 
-1.7 

-6.7 
-10.3 
-12.6 
-14.2 

15.8 
33.0 
4.9 
2.6 

-20.7 
-28.3 
-33.8 
-33.4 

3.2 
10.8 
10.4 
11.2 

-5.4 
-5 .0 

-12.8 
-13.4 

53.2 
76.7 
66.5 
67.0 

-3.9 
-9.0 
-9 .5 
-9.8 

-7.1 
-9.3 

-14.1 
-18.1 

6.8 
-12.9 
-4 .4 

5.8 

27.9 
25.5 
32.5 
33.1 

-0 .1 
-2 .6 

-10.5 
-10.8 

9.4 
9.5 

11.7 
13.7 

-48.3 
-69.9 
-63.2 
-63.4 

5.1 
8.5 
9.7 
9.5 

10.4 
12.9 
13.8 
22.7 

-22.6 
-20.0 
-0 .5 
-8 .4 

-7.1 
2.8 
1.3 
0.3 

-3.0 
-8 .2 

0.1 
-0.3 

-4.0 
-4 .5 

1.1 
-0.4 

-5.0 
-6.8 
-3.3 
-3.7 

-1.2 
0.6 

-0 .2 
0.4 

-3 .3 
-3.6 

0.3 
-4.7 

For sources and notes, see end of table. 
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ANNEX TABLE A.6 (continued) 

Balance of payments summary of developing countries and territories 
(In billions of US dollars) 

B. By analytical groups 

Region 
Exports 
(fo.b.) 

Imports 
(fo.b.) 

Trade 
balance 

Balance on 
non-factor 

sen-ices and 
private 
transfers 

Investment 
income 
(net) 

Current 
account 
balance 

Total 
capital 
flows 
(net)' 

Changes in 
resenes 
(minus 
equals 

increase) 

Major oil exporters 
1979 
1980 
1981 
1982 

Net oil-importing 
countries 
1979 
1980 
1981 
1982 

Exporters of 
manufactures 
1979 
1980 
1981 
1982 

MSA countries 
1979 
1980 
1981 
1982 

Least developed 
countries 
1979 
1980 
1981 
1982 

220.7 
312.7 
327.2 
377.4 

161.4 
195.8 
208.4 
243.0 

90.2 
114.0 
124.8 
148.3 

28.6 
30.9 
32.4 
36.4 

5.7 
6.7 
6.6 
7.3 

106.8 
146.0 
170.6 
212.7 

196.4 
246.8 
261.2 
295.2 

104.3 
133.9 
145.3 
166.3 

42.0 
50.8 
52.4 
57.8 

10.2 
11.0 
11.6 
13.1 

113.9 
166.7 
156.6 
164.6 

-35.0 
-51.0 
-52.8 
-52.2 

-14.2 
-19.9 
-20.5 
-18.0 

-13.4 
-20.0 
-20.0 
-21.3 

-4 .5 
-4 .3 
-4.9 
-5.8 

-46.5 
-58.1 
-72.6 
-83.6 

3.9 
4.0 
4.8 
4.6 

1.3 
1.7 
2.1 
2.4 

2.2 
1.4 
0.6 
0.7 

0.4 
-0.0 
-0.1 
-0.1 

0.7 
2.0 
9.5 

15.9 

-14.4 
-21.0 
-29.6 
-33.4 

-9.1 
-14.0 
-19.5 
-21.3 

- 2.2 
-3.7 
-5 .2 
-6 .0 

-0 .4 
-0 .5 
-0 .8 
-1.1 

68.1 
110.6 
93.5 
96.9 

-45.4 
-68.0 
-77.7 
-80.9 

-21.9 
-32.3 
-37.9 
-36.9 

-13.4 
-22.2 
-24.6 
-26.6 

-4 .6 
-4 .8 
-5.8 
-7.0 

-53.6 
-89.2 
-88.0 
-92.9 

54.8 
78.4 
77.9 
85.2 

23.3 
28.2 
35.0 
41.8 

14.6 
21.2 
24.3 
26.5 

5.0 
4.4 
5.4 
7.1 

-14.5 
-21.4 
-5 .5 
-4.0 

-9 .5 
-10.4 
-0 .2 
-4 .3 

-1.4 
4.0 
2.8 

-4 .9 

-1.1 
1.0 
0.3 
0.1 

-0.4 
0.4 
0.5 

-0.2 

Source: UNCTAD secretariat calculations based on official national and international sources. 1980 figures are preliminary; 1981-1982 figures are 
forecasts. 

a Including short-term capital flows plus errors and omissions. 

ANNEX TABLE A.7 

Net long-term financial flows from DAC member countries to developing countries and multilateral agencies, 
1961-1969a 

(Millions of US dollars) 

Total net flows 
Official development assistance . . . 

Non-concessional flows 
Bilateral official export credits . 
Other 
Bilateral private export credits . 

Portfolio investment 
Via multilateral institutions . . 

1961 

9205 
5150 

636 
83 

573 
1834 
610 
320 

1962 

8396 
5402 

458 
68 

572 
1495 
147 
254 

1963 

8521 
5728 

190 
49 

660 
1603 
327 

- 3 6 

1964 

9583 
5902 

-123 
82 

859 
1572 
837 
454 

1965 

10289 
5873 

198 
102 
751 

2459 
655 
252 

1966 

10350 
5961 

259 
133 

1124 
2174 
470 
228 

1967 

11356 
6511 

392 
85 

1007 
2103 
770 
487 

1968 

13461 
6282 

646 
93 

1597 
3146 
940 
757 

1969 

13680 
6550 

502 
75 

2047 
2921 

180 
404 

Sources: UNCTAD secretariat, based on OECD, Development co-operation. 1975 Review (Paris, 1975); Flow of Resources to Developing Coun
tries (Paris, 1973). 

a Including flows to Southern European recipient countries and territories. 
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ANNEX TABLE A.8 

Net long-term financial flows to developing countries3 from all sources, 1970-1979 
(Net disbursements, in billions.of US dollars) 

Item Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 

TOTAL 

Official Development 
Assistance 

DAC bilateral 
Socialist countries of 

Eastern Europe . . . . 
Multilateral institutions. 
OPEC bilateral 

Non-concessional 
DAC: Official and 

private export credits . 
Private direct invest

ment . . 
Other bilateral . . . . 

Socialist countries of 
Eastern Europe . . . . 

Multilateral institutions . 
OPEC bilateral 
Bank lending 
Bonds 

Memo items: 
Interest payments by 

developing countries b 

17.60 

7.46 
5.45 

0.78 
0.88 
0.35 

10.14 

2.21 

3.50 
0.80 

0.11 
0.48 
0.24 
2.55 
0.25 

2.5 

18.95 

8.36 
6.07 

0.79 
1.03 
0.47 

10.59 

2.79 

2.98 
0.90 

0.10 
0.67 
0.10 
2.80 
0.25 

2.9 

20.95 

8.71 
6.26 

1.11 
0.89 
0.45 

11.84 

1.80 

3.77 
0.80 

0.11 
0.57 
0.30 
4.08 
0.41 

3.6 

26.54 

10.29 
6.69 

1.27 
1.18 
1.15 

16.25 

1.89 

4.25 
0.18 

0.10 
0.56 
0.45 
8.24 
0.58 

4.7 

31.46 

14.68 
8.03 

1.11 
2.04 
3.50 

16.78 

2.62 

1.01 
0.18 

0.09 
-0.01 

4.06 
8.50 
0.33 

6.6 

50.63 

18.41 
9.27 

0.88 
2.79 
5.47 

32.22 

4.52 

9.44 
0.54 

0.09 
1.20 
5.98 

10.20 
0.25 

8.6 

50.01 

17.46 
8.71 

0.85 
2.63 
5.27 

32.55 

5.94 

7.04 
0.62 

0.12 
1.43 
3.74 

12.75 
0.91 

10.8 

54.94 

18.53 
9.08 

0.78 
2.75 
5.92 

36.41 

8.52 

7.91 
0.85 

0.11 
2.19 
1.75 

13.17 
1.91 

13.1 

67.74 

19.52 
11.91 

0.82 
3.00 
3.79 

48.22 

10.82 

10.30 
1.13 

0.10 
2.67 
1.59 

18.87 
2.74 

18.2 

70.49 

24.62 
14.16 

1.84 
3.45 
5.17 

45.87 

8.95 

12.12 
3.45 

0.10 
2.87 
1.72 

14.17 
2.49 

25.7 

Source: UNCTAD secretariat, based on data from OECD and multilateral institutions. See, in particular, OECD, Development Cooperation, 1980 Review 
(Paris, 1980). 

• Developing countries in Africa, Asia and Latin America. 
b Estimates based on OECD and World Bank data. 

ANNEX TABLE A.9 

Private unrequited transfers (net), accruing to selected developing countriesa 

(Millions of US dollars) 

Country Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 

India 
Pakistan 
Jordan 
Morocco 
Democratic Yemen . . 
Yemen 
Bangladesh 
Korea, Republic of . . 
Philippines 
Sri Lanka 
Tunisia 
Upper Volta 
Syrian Arab Republic 
Algeria 
Egypt 
Ethiopia 
Cyprus 
Malta 

Total 

90 

3 
36 

52.1 

95 
29 

(0.9) 
23 
16 
7 

195 
4 

(2.6) 
14 
22 

587 

125 

2.2 
74 

43.8 

105 
34 

(3.4) 
44 

21.6 
8 

225 
11 

(1.8) 
16 
21 

725 

118 
129 
5.6 
107 

27.1 

119 
80 

(4.3) 
53 

22.5 
39 

225 
5 

2.8 
16 
17 

959 

159 
147 
7.6 
211 
32.9 

22.4 
155 
94 
0.2 
91 

35.8 
37 

336 
6 

11.3 
12 
20 

1418 

222 
177 
6.3 
299 
42.9 

135.5 
26.0 
154 
123 
(0.2) 
106 

29.2 
44 

320 
42 

18.2 
17 
20 

1780 

414 
275 
5.1 

482 
58.8 

270.2 
31.2 
158 
165 
2.7 
131 

32.4 
52 

356 
90 

14.4 
14 
20 

2571 

633 
434 
11.3 
499 

119.3 
675.8 
33.3 
194 
148 
6.7 
128 

36.5 
53 

384 
87 

21.7 
13 
30 

3354 

927 
885 
(3.8) 
545 

187.3 
987.1 
95.3 
172 
146 
10.4 
152 

40.2 
92 

278 
43 

14.1 
15 
39 

7624 

978* 
1419 
12.8 
702 

254.8 
946.2 
126.1 

433 
193 

22.0 
204 

45.6 
94 

297 
29 

19.7 
22 
29 

5827 

990* 
1556 

892 
311.5 

1025.6 

401 
229 

48.2 
271 

112 
305 
41 

20.7 
25 
34 

6262 

Source: IMF, International Financial Statistics, Yearbook 1980, Washington, D C , 19 
• UNCTAD estimates. 
" Consists mainly of migrants' transfers and workers' remittances. 
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ANNEX TABLE A. 10 

Net oil-importing developing countries, sources of financing of current account deficits, 1970-1979 
(Billions of US dollars) 

Item Year 

Current account deficit . . . 
Changes in reserves3 

of which: 
IMF lending 

Official bilateral flows on 
concessional terms:b. . . . 
DAC 
OPEC 

Other bilateral official:. . . . 
DAC 
OPEC 

Multilateral loans 
Private long-term flows: . . . 

Direct investment 
Exports credits 
Bilateral portfolio invest

ment 
Other international bank 

lending 
Socialist countries 
Short-term capital errors and 

omissions 

1970 

-8 .3 
-2 .3 

-0 .4 

3.7 
3.2 
0.5 
0.6 
0.5 
0.1 
0.9 
4.4 
2.3 
1.6 

0.5 

— 
0.5 

0.5 

1971 

-11.4 
-0.7 

0.0 

4.0 
3.6 
0.4 
0.5 
0.4 
0.1 
1.4 
4.2 
2.3 
1.5 

0.4 

— 
0.6 

1.4 

1972 

-8 .6 
-4 .6 

0.3 

4.3 
3.7 
0.6 
0.7 
0.6 
0.1 
1.3 
4.9 
2.8 
1.1 

1.0 

— 
0.8 

1.2 

1973 

-8 .9 
-6.0 

0.0 

3.9 
3.7 
0.2 
1.5 
1.4 
0.1 
1.9 
6.6 
3.5 
0.6 

1.9 

0.6 
0.9 

0.1 

1974 

-24.2 
-1 .5 

1.3 

6.0 
4.6 
1.4 
1.4 
1.0 
0.4 
2.8 

16.0 
6.0 
0.8 

2.5 

6.7 
0.7 

-1 .2 

1975 

-28.0 
0.7 

1.5 

7.1 
5.2 
1.9 
1.3 
0.9 
0.4 
3.8 

18.0 
7.9 
1.1 

2.6 

6.4 
0.6 

-3 .5 

1976 

-18.7 
-11.0 

1.1 

7.3 
4.5 
2.8 
1.9 
1.0 
0.9 
3.7 

20.3 
7.1 
2.2 

3.9 

7.1 
0.6 

-4 .1 

1977 

-16.3 
-12.2 

-0 .6 

6.1 
3.9 
2.2 
1.0 
0.7 
0.3 
4.0 

18.9 
8.2 
2.9 

3.9 

3.9 
0.6 

-2.1 

1978 

-26.7 
-12.6 

-0 .6 

6.6 
4.9 
1.7 
1.3 
0.9 
0.4 
5.0 

20.2 
9.2 
3.3 

3.7 

4.0 
0.6 

5.6 

1979 

-45.4 
-9 .5 

0.5 

7.9 
5.4 
2.5 
1.7 
1.0 
0.7 
5.7 

26.3 
10.0 
3.0 

4.0 

9.3 
0.6 

12.7 

Source: UNCTAD secretariat estimates. 
a Negative sign indicates an increase of reserves. 
b Excluding technical assistance. 

ANNEX TABLE A. 11 

Structure of world cereals and food production, consumption and trade, averages 1961/1965 and 1976/1980 
(Percentage distribution by country groupings) 

CEREALS 

Production . . . . 

Consumption . . . 

Imports 

Exports 

TOTAL FOOD 

Production . . . . 

Consumption . . . 

Imports 

Exports 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

1961/65 
1976/80 

Developed market-
economy countries 

Low-cost 
agricul

tural 
exporters 

18.2 
19.2 

12.9 
12.0 

1.7 
1.0 

58.4 
61.9 

17.7 
17.2 

16.2 
14.7 

14.7 
11.0 

30.9 
32.7 

Other 
countries 

11.4 
9.9 

14.3 
12.2 

41.5 
36.7 

10.2 
16.7 

18.2 
16.7 

21.1 
19.0 

49.7 
48.3 

17.9 
28.3 

Socialist 

Europe 

15.1 
16.0 

15.6 
17.8 

12.9 
18.6 

7.7 
3.9 

17.7 
17.7 

17.9 
18.5 

9.8 
11.3 

7.5 
5.2 

"ountries 

Asia 

20.2 
20.6 

20.6 
20.9 

6.0 
4.4 

2.2 
2.0 

14.7 
15.6 

14.8 
15.6 

2.2 
1.9 

1.8 
1.6 

Developing countries 

Oil 
exporters 

4.4 
4.9 

4.8 
6.3 

5.3 
11.9 

1.0 
0.1 

4.8 
4.9 

4.6 
5.7 

4.2 
9.1 

5.6 
2.6 

Self-
sufficient 
in cereals 

18.9 
18.3 

18.1 
17.0 

9.0 
2.4 

17.0 
13.7 

13.7 
13.8 

13.0 
12.9 

4.4 
2.7 

11.8 
10.4 

Agricul
tural 

surplus 

3.8 
4.2 

4.5 
5.1 

8.6 
8.1 

0.8 
0.8 

7.4 
8.2 

6.3 
6.9 

5.1 
4.9 

17.9 
15.6 

Other developing 

$500 per 
capita 
and 

3.0 
2.7 

3.5 
3.7 

7.4 
9.2 

1.7 
0.7 

2.8 
3.1 

2.9 
3.6 

5.8 
6.7 

4.0 
2.5 

Below 
$500 per 
capita 

5.0 
4.1 

5.6 
5.0 

7.4 
7.7 

1.1 
0.2 

3.1 
2.8 

3.2 
3.1 

3.9 
4.1 

2.6 
1.1 

All devel
oping 

countries 

35.1 
34.2 

36.6 
37.0 

37.8 
39.3 

21.6 
15.5 

31.7 
32.8 

30.0 
32.2 

23.5 
27.5 

41.9 
32.2 

World 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

Source: UNCTAD secretarial calculations based on data supplied by the FAO Project, "Agriculture Towards 2000". For definitions, sources and country groupings see the 
explanatory note to Annex A. 
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ANNEX TABLE A. 12 

Food and cereals: per capita consumption, self sufficiency, terms of trade, and instability of production, 
by country groupings, 1961/1965 and 1976/1980 

De\ eloped 
market-econom\ 

countries 

Low-cost 
agricul

tural 
exporters 

Other 

tries 

Socialist 
countries 

Europe Asia 

De\elopmg countries 

Oil 
exporters 

Self-suf
ficient in 
cereals 

Agricul
tural 

surplus 

Other de\ eloping 

$500 

capita 
and 

Below 
$500 
per 

capita 

All 
dei el
oping 

tries World 

PER CAPITA 
CONSUMPTION 

Cereals 1961/65 
1976/80 

All food 1961/65 
1976/80 

SELF-SUFFICIENCY 

Cereals 1961/65 
1976/80 

All food 1961/65 
1976/80 

TERMS OF TRADE 

Agricultural exports/cereal 
imports . . .-

INSTABILITY 

Coefficient of variation 

US dollars per capita, 1974-1976 prices 

85 
103 

373 
414 

142 
161 

109 
118 

55 
65 

280 
330 

77 
118 

305 
401 

47 
57 

118 
141 

31 
41 

104 
120 

42 
41 

104 
103 

29 
33 

142 
148 

50 
58 

145 
185 

53 
51 

103 
106 

40 
42 

113 
119 

Production as per cent of consumption 

80 
81 

87 
88 

97 
90 

100 
96 

98 
99 

101 
100 

92 
78 

103 
87 

104 
108 

105 
107 

84 
83 

119 
119 

83 
75 

93 
86 

90 
82 

96 
89 

96 
93 

106 
102 

51 
59 

176 
193 

100 
100 

100 
100 

Index 1976/1980(1961-1965 = 100) 

102 I 106 I 114 I 117 I 129 I 113 I 134 I 119 I 98 I 122 I 111 

Per cent of average cereal production 1966-1980 

14.7 10.3 9.2 | 9.5 17.8 11.2 14.9 19.4 24.4 I 17.8 I 16.3 

Source UNCTAD secretariat calculations, based on data supplied by the FAO Project, "Agriculture Towards 2000" Ibid 

ANNEX TABLE A. 13 

Growth rates of food and cereals production by country groupings, 
1961/1965-1966/1970, 1966/1970-1971/1975, 1971/1975-1976/1980 and 1961/1965-1976/1980 

CEREALS 
1961/65-66/70. . 
1966/70-71/75. . 
1971/75-76/80. . 
1961/65-76/80. . 

OTHER FOOD 
1961/65-66/70. . 
1966/70-71/75. . 
1971/75-76/80. . 
1961/65-76/80. . 

TOTAL FOOD 
1961/65-66/70. . 
1966/70-71/75. . 
1971/75-76/80. . 
1961/65-76/80. . 

Developedmarket-
economx countries 

Low -cost 
agricul

tural 
exporters 

3.4 
3.0 
3.3 
3.2 

2.0 
1.6 
2.1 
1.9 

2.4 
2.0 
2.5 
2.3 

Other 
countries 

2.6 
2.1 
1.1 
1.9 

2.3 
1.8 
1.8 
1.9 

2.3 
1.8 
1.6 
1.9 

Europe 

5.3 
2.4 
2.2 
3.3 

3.5 
2.0 
1.2 
2.2 

3.9 
2.1 
1.5 
2.5 

Of 
which 
USSR 

5.8 
1.6 
2.5 
3.3 

3.9 
2.1 
0.9 
2.3 

4.4 
1.9 
1.4 
2.6 

Asia 

2.6 
3.2 
3.3 
3.0 

2.3 
3.0 
3.2 
2.8 

2.4 
3.0 
3.2 
2.9 

Oil 

lers 

4.3 
3.1 
3.3 
3.6 

1.5 
2.9 
2.7 
2.4 

2.3 
3.0 
2.8 
2.7 

Self 
sufficient 
in cereals 

2.4 
2.7 
2.9 
2.7 

2.2 
1.9 
3.3 
2.5 

2.3 
2.2 
3.1 
2.5 

De\elo 

Agricul
tural 

surplus 

3.7 
3.4 
3.8 
3.6 

2.7 
3.4 
3.2 
3.1 

2.8 
3.4 
3.3 
3.2 

ping countries 

, , 

SSOOper 
capita 

and abo^ e 

2.6 
2.0 
1.9 
2.2 

3.8 
3.1 
4.3 
3.7 

3.4 
2.8 
3.6 
3.3 

Below 
$500 per 

capua 

1.5 
1.5 
1.2 
1.7 

2.5 
1.5 
2.8 
2.3 

2.0 
1.3 
2.3 
1.9 

All de\ el
oping 

countries 

2.7 
2.6 
2.8 
2.7 

2.4 
2.6 
3.2 
2.7 

2.5 
2.6 
3.1 
2.7 

World 

3.2 
2.7 
2.7 
2.9 

2.5 
2.2 
2.4 
2.4 

2.7 
2.3 
2.5 
2.5 

Source UNCTAD secretariat calculations based on data supplied by the FAO Project, "Agriculture Towards 2000" Growth rates are computed on five-year 
averages of volumes expressed in 1974-1976 prices For definitions of country groupings see the explanatory note to Annex A 
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ANNEX TABLE A. 14 

World production of crude steel, 1970 and 1973-1979 
(Million tons) 

Countn, countn group or subgroup 1970 1973 1974 1975 1976 1977 1978 

Developed market-economy countries . . . . 
of which: 

European Economic Community (EEC) 
Other Europe 
Canada and the United States 
Japan 
Australia and New Zealand 
South Africa 

Developing countries and territories 
of which: 

Africa 
Asia3 

of which: 
India 
Iran 
Republic of Korea 

Latin America b 

of which: 
Argentina 
Brazil 
Chile 
Colombia 
Cuba 
Mexico 
Peru 
Venezuela 

Socialist countriesc 

of which: 
USSR 
China 

World 

398.0 

138.1 
24.2 

130.5 
93.3 
7.1 
4.7 

22.5 

0.3 d 

9.1 

6.3 

0.5 

13.1 

1.8 
5.4 
0.6 
0.3 

3.9 
0.2 
0.9 

175.3 

115.9 
18.0 

595.8 

462.6 

150.0 
29.7 

149.9 
119.3 

7.9 
5.7 

28.5 

1.0« 
10.7 

6.9 
0.2 
1.2 

16.8 

2.2 
7.2 
0.6 
0.4 
0.2 
4.7 
0.4 
1.1 

206.2 

131.5 
25.0 

697.0 

463.3 

155.4 
31.1 

145.8 
117.1 

8.0 
5.8 

31.1 

0.9 
12.4 

7.1 
0.6 
1.9 

17.8 

2.4 
7.5 
0.6 
0.3 
0.3 
5.1 
0.5 
1.1 

214.3 

136.2 
26.0 

709.0 

391.0 

125.3 
29.6 

118.8 
102.3 

8.1 
6.8 

33.1 

1.0 
13.5 

8.0 
0.6 
2.0 

18.6 

2.2 
8.4 
0.5 
0.4 
0.3 
5.3 
0.4 
1.1 

221.5 

141.3 
26.0 

645.4 

416.0 

134.1 
29.9 

129.4 
107.4 

8.0 
7.1 

37.6 

1.1 
17.1 

9.4 
0.6 
3.5 

19.4 

2.4 
9.3 
0.5 
0.4 
0.3 
5.3 
0.3 
0.9 

222.7 

144.8 
21.0 

676.4 

400.2 

126.1 
29.5 

127.3 
102.4 

7.5 
7.3 

42.2 

1.4 
18.8 

10.0 
0.7 
4.3 

22.0 

2.7 
11.3 
0.5 
0.3 
0.3 
5.6 
0.4 
0.9 

231.9 

146.7 
23.7 

675.4 

421.0 

132.8 
31.1 

139.2 
102.1 

7.8 
7.9 

47.2 

1.6 
21.3 

10.1 
0.7 
5.0 

24.3 

2.8 
12.2 
0.6 
0.4 
0.3 
6.7 
0.4 
0.9 

248.0 

151.4 
31.8 

717.0 

442.3 

140.2 
33.7 

139.4 
111.7 

8.3 
8.9 

54.7 

1.6 
25.7 

10.1 
0.7 
7.6 

27.4 

3.2 
13.9 
0.7 
0.4 
0.3 
7.0 
0.4 
1.5 

249.5 

149.1 
34.4 

747.4 

Soime United Nations Economic Commission for Europe, Structural changes in the iron and steel industn (ECE/Steel/20), (United Nations publication, Sales No E 79 II E 6), 
and The steel market, various issues, figures provided by the International Iron and Steel Institute in Agence International pour la Presse, Europe, 5 January 1981 

•' Includes Middle East 
b Total production of Latin America is the sum of countries shown 
'Socialist countries of Eastern Europe, China and the Democratic People's Republic of Korea 
d The figure for Africa may be underestimated since K Warren, World steel An economic Geography (Newton Abbot David and Charles, N Y Crane Russak and Co , 1975), 

p 269, gives a figure of 357,000 metric tons for the total production of Algeria, Egypt and Tunisia in 1970 and one of 140,000 metric tons for the production of Central Africa in 
1969 

e Includes the production of 500,000 metric tons by Zimbabwe (formerly Southern Rhodesia) 
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ANNEX TABLE A. 15 

World production of cars and commercial vehicles by major countries and economic areas, 1972-1979 
(Units = thousand vehicles) 

Countn, countn group 
or subgroup 

1972 

Cars 

Commer
cial 

i chicles Total 

1973' 

Cars 

Commer
cial 

\ehicles Total 

1974 

Cars 

Commer
cial 

\ehicles Total 

1975 

Cars 

Commer
cial 

\ehicles Total 

Developed market-economy 
countries 
of which: 
European Economic 

Community (EEC) . . . . 
Other Europe 
Canada and United States . 
Japan 
Australia and New Zealand 
South Africa 

Developing countries 
and territories 
of which: 
Argentina 
Brazil 
Chile 
Colombia 
India 
Iran 
Malaysia 
Mexico 
Peru 
Philippines 
Republic of Korea 
Venezuela 

Socialist countries 
of Eastern Europe 
of which; 
USSR 

26 842 

11 199 
1014 
9 975 
4 022 
450 
183 

1085 

201 
521 
23 

39 
46 

163 
16 
12 

64 

979 

6 633 

1234 
149 

2 789 
2 272 

80 
109 

318 

68 

101 
3 

21 
17 

67 
8 
10 

25 

749 

649 

33 476 

12 433 
1 162 
12 764 
6 294 
530 
202 

1404 

269 
622 
26 

60 
63 

230 
24 
22 

89 

1728 

28 816 

11607 
1200 
10 886 
4 462 
448 
229 

b 

1275 

234 
459 
14 
20 
39 
50 
40 
200 
20 
17 
11 
66 

d 

1 514 

913 

7 772 

1331 
210 

3 390 
2 621 
102 

113 

b 

674 

78 
270 
3 
6 
58 
9 
7 
86 
11 
15 
6 
31 

d 

1017 

689 

36 588 

12 938 
1410 
14 256 
7 083 
550 
342 

1953 

312 
729 
17 
26 
97 
59 
47 
286 
31 
32 
17 
97 

d 

2 531 

1602 

24 007 

9 806 
1 123 
8 466 
3 932 
452 
227 

1454 

212 
754 
12 

36 
72 

249 
19 
22 

79 

1490 

7 417 

1302 
198 

3 082 
2 620 
100 
115 

483 

74 
151 
2 

52 
29 

102 
11 
22 

39 

903 

727 

31424 

11 108 
1322 
11548 
6 552 
552 
342 

1937 

286 
905 
14 

101 

351 
30 
44 

118 

2 393 

23 301 

9 272 
1074 
7 794 
4 568 
363 
229 

1484 

185 
779 
6 

23 
111 

239 
21 
27 

92 

1598 

6611 

1 179 
201 

2 639 
2 373 

83 
135 

506 

55 
151 
2 

51 
39 

122 
13 
24 

50 

952 

763 

29 912 

10 451 
1 276 
10 433 
6 942 
446 
364 

1990 

240 
930 

74 
150 

361 
34 
51 

143 

2 550 

Sources Automobile International, The World Aulomotne Market, (N Y Johnston International Publishing Corporation) K Bhaskar, The future of the world motor mdustn, 
(London Kogan Page, N Y Nichols Publishing Company, 1980) G Bloomfield, The world aulomotne mdustn (Newton Abbot David and Charles, 1978) 

It should be noted that the country coverage of the figures varies This applies to the three major groups, (developed market economy countries, developing countries and socialist 
countries) and to the subgroups, European Economic Community and Other Europe It should also be noted that the totals in the sources cited are in some cases based on figures for 
the number of cars assembled from materials brought in from outside or for retail sales 

For source and notes, see end of table 
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ANNEX TABLE A. 15 (continued) 

World production of cars and commercial vehicles by major countries and economic areas, 1972-1979 
(Units = thousand vehicles) 

Country, country group 
or subgroup 

1976 

Cars 

Commer
cial 

vehicles Total 

1977 

Cars 

Commer
cial 

vehicles Total 

1978 

Cars 

Commer
cial 

vehicles Total 

1979 

Cars 

Commer
cial 

vehicles Total 

Developed market-economy 
countries 
ofwhich: 
European Economic 

Community (EEC) 
Other Europe 
Canada and United States . 
Japan 
Australia and New Zealand 
South Africa 

Developing countries and 
territories 
ofwhich: 
Argentina 
Brazil 
Chile 
Colombia 
India 
Iran 
Malaysia 
Mexico 
Peru 
Philippines 
Republic of Korea 
Venezuela 

Socialist countries of Eastern 
Europe 
ofwhich: 
USSR 

27 032 

10 373 
1399 
9 681 
5 028 
365 
185 

1598 

142 
822 

26 
32 
125 
43 
213 
22 
31 
27 
115 

1956 

1239 

8 054 

1331 
258 

3 448 
2 814 

89 
115 

550 

51 
163 

9 
54 
45 
10 
112 
12 
22 
22 
48 

1004 

786 

35 086 

11704 
1658 
13 129 
7 841 
454 
300 

2 147 

193 
985 

35 
85 
170 

• 53 
325 
34 
53 
49 
163 

2 960 

2 025 

28 673 

10695 
1642 
10 423 
5 431 
314 
167 

1570 

168 
774 
11 
28 
38 
100 
52 
188 
18 
32 
44 
117 

2 051 

1280 

8 869 

1349 
254 

4 005 
3 083 

88 
90 

561 

67 
146 
2 
9 
51 
60 
10 
93 
8 

28 
41 
46 

1024 

808 

37 542 

12044 
1896 
14 428 
8 514 
403 
257 

2 131 

235 
920 
13 
37 
89 
160 
63 
281 
25 
59 
85 
163 

3 075 

2 088 

29 176 

10 789 
1656 
10 284 
5 748 
493 
205 

1669 

133 
925 
18 

34 

60 
243 
7 
35 
87 
126 

2212 

1312 

9 218 

1263 
228 

4351 
3 186 
132 
57 

568 

46 
139 
2 

64 

11 
142 
4 
33 
71 
56 

1065 

839 

38 393 

12 051 
1885 
14 636 
8 935 
625 
262 

2 237 

179 
1064 

20 

98 

71 
384 
11 
68 
158 
183 

3 267 

2 151 

28 699 

10 740 
1696 
9 363 
6 176 
511 
213 

1811 

192 
967 
18 

29 

61 
280 
6 
35 
114 
110 

1314 

8 832 

1317 
241 

3 631 
3 460 
123 
60 

651 

61 
161 
2 

72 

14 
164 
5 

33 
91 
48 

859 

37 531 

12057 
1937 
12 994 
9 636 
634 
274 

2 462 

253 
1128 
20 

101 

75 
444 
11 
68 
204 
158 

2 173 

•The 1973 figures are more comprehensive than those for other years, since they cover a larger number of countries and more categories of commercial vehicles. 
b The figures for cars and commercial vehicles exclude production in Costa Rica, Trinidad and Tobago, and Viet Nam. 
« The figure includes estimates of total production in Costa Rica and Trinidad and Tobago but excludes that in Viet Nam. 
•> The figures include production in China. 
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ANNEX TABLE A. 16 

Socialist countries of Eastern Europe: selected economic indicators 
(In percentages) 

Average annual rale 

1971-1975 
Actual 

1976-1980 

Planned Actual 
1981-1985 
Planned 

Change over preceding year 

1978 1979 

1980 

Planned Actual 
1981 

Planned 

Growth of national income a 

Albania 
Bulgaria 
Czechoslovakia 

German Democratic Republic 
Hungary 
Poland 
Romania 
USSR 

Total >» 
Growth of industrial output 

Albania 
Bulgaria 
Czechoslovakia 
German Democratic Republic 
Hungary 
Poland 
Romania 
USSR 

Totalb 

Growth of gross agricultural 
output 
Albania 
Bulgaria 
Czechoslovakia 
German Democratic Republic 
Hungary 
Poland 
Romania 
USSR 

Total b 

6.6 
7.8 
5.7 

5.4 
6.2 
9.8 

11.3 
5.7 
6.3 

8.7 
9.0 
6.7 
6.5 
6.4 

10.4 
12.9 
7.4 
7.8 

5.9 
2.2 
2.9 
2.1 
3.5 
3.2 
4.7 
2.5 
2.7 

6.6-7.0 
7.7 

4.9-5.2 

5.0 
5.4-5.7 
7.0-7.3 

11.0 
4.7 

5.3-5.4 

7.1-7.6 
9.2 

5.7-6.0 
6.0 

5.9-6.2 
8.2-8.5d 

11.5 
6.3 

6.6-6.8 

6.6-7.1 
3.7 

2.6-2.8 
3.0 

3.2-3.4 
3.0-3.5« 
6.9-9.0 

3.0 
3.1-3.3 

5.4 
3.7 

4.2 
3.2 
1.6 
7.2 
4.4 
4.3 

6.1 
4.6 
5.0 
3.4 
4.4 
9.5 
4.5 
4.7 

2.1 
1.7 
1.2 
2.3 
0.7 
4.7 
1.4 
1.6 

4.6-5.4 
3.0-3.2 

5.1-5.4 
2.5-3.2 

6.7-7.4 
3.4-3.7 

5.4-6.2 
4.0 

5.1-5.4 
3.5-4.1 

8.0-9.0 
4.7-5.1 

3.7-4.1 
2.0 

2.3-2.8 

4.5-4.0 
2.3-2.7 

5.6 
4.1 

3.8 
4.2 
3.0 
7.6 
5.1 
5.0 

6.0 
6.9 
5.0 
4.7 
4.9 
4.9 
9.0 
4.8 
5.1 

5.0 
1.5 
1.4 
2.0 
4.4 
2.4 
4.0 
3.7 

6.5 
3.1 

4.0 
1.8 

-2.3 
6.2 
2.5 
2.5 

8.0 
5.8 
3.7 
4.8 
3.0 
2.7 
8.0 
3.4 
3.7 

7.0 
-3.0 
-2.0 
0.0 

-1.4 
5.0 

-4.0 
-2.3 

12.7 
5.7' 
3.7 

4.8 
3.0-3.5 
1.4-1.8 

8.8 
4.0 
4.1 

10.2 
6.3 
4.0 
4.7 

3.5-4.0 
3.0-4.2 

11.4 
4.5 
4.8 

17.8 
3.7 
7.2 

5.0-5.5 
5.8 

4.7-6.0 
8.8 
7.7 

5.7 
3.0 

4.2 
-0.8 
-4.0 
2.5 
3.8 
2.9 

4.1 
3.2 
4.7 

-2.0 
-1.3 
6.5 
3.6 
3.3 

-4.9 
6.0 
2.5 f 
3.4 

-9.6 
-5.0 
-2.0 
-2.2 

5.1 
2.8 

5.0 
2.0-2.5 
-3.7 

7.0 
3.4 
3.2 

5.6 
2.6 f 
5.0 

3.0-3.5 
0.0 
7.0 
4.1 
3.9 

4.7 
2.6 
0.8 
3.0 
9.0 
9.0 
3.0 
4.0 

Source: UNCTAD secretariat and the Department of International Economic and Social Affairs of the United Nations, based on national statistical publications, plans and plan 
fulfilment reports. 

» Net material product (NMP produced), or net value added of the material sectors of production, unless otherwise noted. The totals for planned and 1979 actual growth rates for 
Eastern Europe and the USSR have been computed employing, in the case of the USSR, the growth rate for NMP utilized (the sum of domestic final uses). Figures without decimals 
indicate rounded numbers as given in national sources. 

b Excluding Albania. 
c Gross value of output at constant prices, except in the case of the German Democratic Republic, where the data refer to the value of commodity production (i.e., gross output less 

work in progress). 
d Value of output sold. 
' Change in the five-year average output from the average of the preceding five years, expressed in annual compound rates. 
f Estimated. 
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ANNEX TABLE A. 17 

Socialist countries of Eastern Europe, growth rates of exports and imports by major area of 
destination.3 Annual rates of change in trade values (in US dollars) 

(Increase in per cent over preceding year) 

Countn 

Exports 

1979 

Imports 

1979 

Bulgaria 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countriesb 

Czechoslovakia 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countries3 

German Democratic Republic 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countries2 

Hungary 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countriesb 

Poland 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countriesb 

Romania 
World 
Developed market-economy countries 
Developing countries and territories b . 
Socialist countriesb 

USSR 
World 
Developed market-economy countries 
Developing countries and territories . 
Socialist countries'3 

Socialist countries of Eastern Europe 
World 
Developed market-economy countries0 , 
Developing countries and territories0 . , 
Socialist countriesb 

11.5 
71.2 
3.4 
4.8 

23.9 
35.8 
22.6 
20.9 

13.5 
19.9 
9.7 

12.3 

25.1 
37.0 
17.5 
20.5 

15.1 
14.8 
15.6 
15.2 

20.4 
35.9 
19.5 
9.6 

23.5 
51.1 
14.9 
14.2 

20.4 
39.2 
14.9 
14.0 

16.3 
23.8 
41.5 
10.0 

19.5 
33.5 
51.8 
9.8 

14.9 

43.6 
4.8 

9.3 
15.3 
10.9 
5.2 

3.4 
12.9 
23.8 

-5.2 

25.8 
22.2 
42.0 
21.6 

18.4 
28.3 
14.8 
13.8 

15.0 
17.7 
29.7 
9.0 

4.7 
7.0 

12.3 
3.7 

24.9 
30.3 
28.0 
22.8 

11.3 
34.4 

-3.0 
4.0 

9.8 
9.2 

10.9 
9.9 

9.3 
1.4 

53.0 
9.0 

22.5 
35.0 
61.5 
11.7 

13.8 
25.4 
8.3 
8.4 

13.8 
21.4 
13.8 
9.4 

11.7 
23.9 
15.2 
9.0 

7.6 
9.4 

21.4 
5.4 

17.7 

31.1 
10.3 

6.5 
11.7 
18.1 
0.0 

7.3 
-0.1 
20.5 
10.6 

20.9 
-11.6 
110.6 

13.7 

18.8 
20.0 
40.0 
10.5 

13.0 
11.5 
39.1 
7.6 

Source: Department of International Economic and Social Affairs of the United Nations Secretariat. Calculations are based 
on the national and international statistics of the socialist countries of Eastern Europe. 

' After conversion to US dollars. 
b Socialist countries of Eastern Europe and Asia. 
c Estimates based on incomplete data. 
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ANNEX TABLE A. 18 

China: output of selected production sectors 1949-1980 

Sector Unit 1949 1952 1957 1977 1978 1979 1980 

Industrial output" . . 
Electricity 
Coal 
Petroleum 
Steel 
Cotton cloth . . . . 
Chemical fertilizers 

Agricultural output3 . 
Grain 
Cotton 
Oil-bearing crops . 
Pigs 

bil. yuans 
bil. KWH 
mil. tons 
mil. tons 
mil. tons 
mil. metres 
1000 tons 

bil. yuans 
mil. tons 
mil. tons 
mil. tons 
mil. heads 

14.02 
4.31 

32.43 
0.12 

0.158 
1.890 

32.59 
108.00 

0.44 

57.75 

31.00 
7.20 

66.50 
0.40 
1.40 

4.200 
194 

43.00 
155.00 

1.30 
1.00 

90.00 

70.40 
19.34 

130.00 
1.46 
5.35 

5.050 
803 

53.70 
185.00 

1.64 

145.90 

372.80 
223.40 
550.00 
93.64 
16.33 

10.151 
7.238 

133.98 
282.75 
2.049 
4.015 

291.78 

423.10 
256.55 
618.00 
104.05 
22.08 

11.029 
8.693 

145.90 
304.75 
2.167 
5.218 

301.29 

459.10 
281.95 
635.00 
106.15 
34.48 

12.150 
10.654 

158.40 
332.12 
2.207 
6.435 

319.71 

499.20 
300.60 
620.00 
105.95 
27.16 

13.470 
12.320 

162.70 
318.22 

2.70 
7.69 

305.43 

Source Based on official statistics See also Wu Chengming, "China's Economic Development in the past 80 years", Economic Reporter, September 1980 
3 In 1952 prices 

ANNEX TABLE A.19 

China: foreign trade, 1950-1980 
(Millions of US dollars) 

Exports Imports Balance 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
I960 

1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 

1971 
1972 
1973 
1974 
1975 
1976 
1977J 

1978' 
1979J 

1980-" 

620 
780 
875 

1040 
1060 
1 375 
1635 
1615 
1940 
2 230 
1960 

1 525 
1 525 
2 570 
2 750 
2 035 
2210 
1945 
1945 
2 030 
2 050 

2415 
3 085 
4 895 
6515 
7 180 
7 250 
8 050 
9 745 
13 987 
17 900 

590 
1 120 
1015 
1 255 
1290 
1660 
1485 
1440 
1 825 
2 060 
2 030 

1490 
1 150 
1 200 
1470 
1845 
2 035 
1950 
1 820 
1 830 
2 240 

2 305 
2 835 
4 975 
7 490 
7 395 
6 005 
7 627 
11399 
17 266 
20 968 

+ 30 
-340 
-140 
-215 
-230 
-285 
+ 150 
+ 175 
+ 115 
+ 170 
-70 

+ 35 
+ 375 
+ 370 
+ 280 
+ 190 
+ 175 
-5 

+ 125 
+ 200 
-190 

+ 110 
+ 250 
-80 
-975 
-215 

+ 1245 
+ 423 

-1654 
-3 279 
-3 068 

A N N E X TABLE A.20 

Changes in the direction of China's foreign trade, 1957-1978 
(In percentages) 

Region or countn 

Exports to: 
Developing countries and terri

tories 
ofwhich: 
Hong Kong 

Developed countries 
Japan 
United States 
Germany, Fed. Rep. of . . . , 

Socialist countries of Eastern 
Europe 

Imports from: 
Developing countries and terri

tories 
ofwhich: 
Hong Kong 

Developed countries 
Japan 
United States 
Germany, Fed. Rep. of . . . , 

Socialist countries of Eastern 
Europe 

Source UNCTAD secretariat estimates based on data of China's trading partners 
" Excluding trade with USSR and socialist countries of Eastern Europe 

1957 1960 1968 1978 

21.9 

10.3 
13.4 

64.6 

14.5 

1.6 
21.8 

63.7 

22.2 

10.5 
14.5 

63.3 

12.0 

1.1 
22.3 

65.7 

43.2 

17.4 
31.7 

24.9 

17.4 

0.5 
60.7 

21.8 

51.8 

21.6 
36.2 
20.2 
3.5 
3.7 

12.0 

8.0 

0.9 
79.6 
41.6 
11.2 
13.6 

12.4 

Source UNCTAD secretariat estimates based on trade data of China's trading part
ners and United Nations, Monthh Bulletin of Statistics, July 1981 

127 



Annex B 
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EXPLA NA TOR Y NO TES 

I. Methodology used in the projections 
The projections discussed in this report were car

ried out with the aid of a global econometric model 
which is being developed by the UNCTAD secre
tariat. At present the model consists of a system of 15 
single-sector regional growth models linked together 
via a five-sector trade model, an exchange rate 
model and a model explaining world spot prices for 
four sectors of tradeable goods. The system of 
models is solved via a two-stage iterative process 
whereby each model is solved in turn and the new 
solution values for any variables used in other parts 
of the system of models are entered as exogenous 
variables. The models are solved in sequence, with 
the system passing from model to model until the 
system as a whole has reached a mathematically con
vergent solution. The entire process is repeated for 
each year of the simulation period. 

Each regional model contains as behavioural 
equations a consumption function, an investment 
demand function, price function, one for aggregate 
demand and one for the export sector, import 
demand functions for the four sectors of tradeable 
goods, export price function for those sectors and 
functions dividing up GDP into four components: 
agriculture, mining, manufacturing and other activi
ties. Additionally, there is a control parameter which 
allows the model to be switched from a mode in 
which growth is endogenous to one where growth is 
exogenous and hence external capital requirements 
are derived from the model. 

There is a separate bilateral trade share model for 
each of the four sectors of tradeable goods, namely, 
food, raw materials, energy and manufactures. Each 
bilateral trade share is explained in terms of the 
exporting region's importance in global production 
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and in terms of their relative competitiveness. 
Export volumes and import prices for each region 
are then determined by passing the import volume 
and export price sectors, respectively, through the 
trade share matrix. Export and imports of non-
factor services are linked via historical shares to 
exports and imports of goods. Global balance is 
achieved by scaling imports of non-factor services to 
equal exports at the global level. 

Exchange rates are normally determined as func
tions of trade-weighted inflation differentials and 
cumulative trade deficits. Since the bilateral 
exchange rates are over-determined by a system of 
regional equations explaining trade-weighted 
exchange rates, the deviation of nominal exchange 
rates from desired rates is minimized through an 
ordinary least squares technique. Alternatively, full 
adjustment can be assumed. 

A model is included which explains world spot 
prices of the four tradeable goods sectors in terms of 
world activity levels, the trade-weighted dollar 
exchange rate and rates of world inflation. These 
spot prices in turn are fed into the regional models, 
where, together with the rate of inflation in the 
export sector and the exchange rate, they determine 
the regional export price structures. 

II. Sources 

A wide variety of sources for the data fed into the 
models have been used, essentially those published 
or specially provided by the United Nations system. 

Guatemala; Guyana; Haiti; Honduras; Jamaica; 
Mexico; Nicaragua; Panama; Paraguay; Peru; Suri-
name; Trinidad and Tobago; Uruguay; Venezuela. 

North Africa: Algeria; Egypt; Libyan Arab Jama-
hiriya; Morocco; Tunisia. 

Arid Africa: Chad; Comoros; Ethiopia; Mali; 
Mauritania; Niger; Somalia; Sudan; Upper Volta. 

Other Africa: Angola; Benin; Botswana; Burundi; 
Cape Verde; Central African Republic; Congo; 
Equatorial Guinea; Gabon; Gambia; Ghana; 
Guinea; Guinea-Bissau; Ivory Coast; Kenya; Les
otho; Liberia; Madagascar; Malawi; Mauritius; 
Mozambique; Namibia; Nigeria; Reunion; 
Rwanda; Senegal; Sierra Leone; Swaziland; Togo; 
Uganda; United Republic of Cameroon; United 
Republic of Tanzania; Zaire; Zambia; Zimbabwe. 

Middle East: Iran; Iraq; Jordan; Kuwait; Saudi 
Arabia; Syrian Arab Republic. 

Indian subcontinent: Afghanistan; Bangladesh; 
Burma; India; Nepal; Pakistan; Sri Lanka. 

Asian exporters of manufactures: Hong Kong; 
Republic of Korea; Singapore. 

Other Asia: Fiji; Indonesia; Malaysia; Papua New 
Guinea; Philippines; Thailand. 

Socialist countries of Asia: China; Democratic 
Kampuchea; Democratic People's Republic of 
Korea; Lao People's Democratic Republic; Mon
golia, Viet Nam. 

IV. Tradable commodities by SITC group 

III. Regional classification 

The countries and territories included in each 
region and sub-region are as follows: 

North America: Canada; Puerto Rico; United 
States. 

Western Europe, North: Austria; Belgium; Den
mark; Finland; France; Germany, Federal Republic 
of; Greenland; Iceland; Ireland; Luxembourg; 
Netherlands; Norway; Sweden; Switzerland; United 
Kingdom. 

Western Europe, South: Cyprus; Gibraltar; 
Greece; Israel; Italy; Malta; Portugal; Spain; 
Turkey; Yugoslavia. 

Socialist countries of Eastern Europe: Albania; 
Bulgaria; Czechoslovakia; German Democratic 
Republic; Hungary; Poland; Romania; USSR. 

Japan: Japan. 

Other developed: Australia; New Zealand; South 
Africa. 

Western Hemisphere: Argentina; Barbados; 
Bolivia; Brazil; Chile; Colombia; Costa Rica; 
Cuba; Dominican Republic; Ecuador; El Salvador; 

Product 

Food, commodities (SITC 0+1) 

00-03,05,06,09 (excl. 0 9 9 ) . . . . Food, excluding cereals 

04 Cereals 

1,07,099 Spices, beverages and tobacco. 

Other raw materials (SITC 2+4) 

2 (excl. 251,266,27,28), 4,08 . . Agricultural non-food 

27,28 (excl. 286) Crude materials 
(non-agricultural) 

Energy commodities (SITC 3) 

3,286,515,688 Energy 

Manufactures (SITC 5-9) 

5 (excl. 515) Chemicals 

61-66,251,266 Processed materials and simple 
manufactures 

67,68 (excl. 688), 69 Processed metals and simple 

manufactures 

7 (excl. 73) 861 Machinery 

73 Transportation equipment 

8 (excl. 861) Miscellaneous manufactures 

9 Not elsewhere classified 
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ANNEX TABLE B.l 

World gross domestic product by region: actual and projected rates of growth, 1960-2000 
(Percentage changes) 

Region 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Other 

Developing countries and territories 
Western Hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures 
Other Asia 

Socialist countries 

Asia 

1960-
1965 

4.70 

4.75 
6.16 
9.74 
5.09 

5.59 
10.54 
2.38 
4.67 
8.45 
3.42 
8.45 
4.84 

5.95 
7.90 

1965-
1970 

3.12 

4.39 
5.99 

11.76 
5.69 

6.01 
8.23 
2.13 
5.15 
8.45 
4.16 
9.46 
6.06 

7.23 
5.74 

1970-
1975 

2.62 

2.70 
4.29 
4.96 
3.86 

6.15 
1.58 
1.92 
3.82 
8.54 
2.93 
7.78 
7.14 

6.18 
6.13 

1975-
1980 

3.36 

2.84 
3.04 
5.37 
2.37 

5.04 
7.48 
1.76 
4.34 
5.44 
5.29 

10.20 
7.21 

4.45 
4.89 

1980-
1985 

1.96 

1.80 
2.80 
3.89 
2.79 

6.20 
6.88 
3.13 
4.65 
4.80 
6.30 
8.45 
6.99 

3.50 
5.51 

1985-
1990 

2.20 

2.00 
3.00 
4.00 
3.02 

7.00 
7.05 
5.15 
5.61 
6.00 
6.84 
7.25 
7.05 

3.49 
6.51 

1990-
1995 

2.20 

2.00 
3.02 
4.00 
2.95 

7.01 
7.00 
5.92 
6.86 
6.98 
6.99 
7.02 
7.01 

3.50 
7.01 

- 1995-
2000 

2.20 

2.00 
3.00 
4.00 
3.00 

7.00 
7.00 
6.50 
7.00 
7.00 
7.00 
7.00 
7.00 

3.50 
7.00 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 

ANNEX TABLE B.2 

Agriculture: actual and projected shares in GDP by region, 1960-2000 
(In percentages) 

Region 1960 1965 1970 1975 1980 1990 1995 2000 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Japan 
Other 

Developing countries and territories 
Western Hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures . . 
Other Asia 

Socialist countries 
Eastern Europe 
Asia 

4.88 

6.30 
17.34 
12.23 
9.01 

16.94 
27.09 
60.41 
49.79 
11.99 
51.62 
28.53 
41.61 

25.00 
46.43 

4.04 

5.21 
14.74 
9.03 
7.70 

16.12 
20.40 
53.55 
43.92 
9.86 

44.19 
25.09 
38.54 

25.00 
36.33 

3.60 

4.63 
12.44 
5.91 
7.05 

13.62 
13.83 
47.57 
37.71 
7.48 

45.00 
18.88 
34.82 

17.70 
32.67 

3.44 

4.21 
11.60 
5.31 
6.78 

11.98 
15.59 
41.63 
32.43 
6.14 

42.38 
14.45 
30.49 

16.30 
26.67 

2.89 

3.54 
10.38 
4.26 
6.38 

10.24 
12.62 
40.06 
27.93 
4.86 

35.38 
10.94 
26.23 

14.48 
22.67 

2.60 

3.20 
9.24 
3.66 
5.64 

8.40 
10.27 
36.93 
23.96 
3.74 

30.13 
8.51 

21.99 

12.66 
18.52 

2.33 

2.87 
8.17 
3.13 
4.96 

6.75 
8.29 

33.03 
20.02 
2.83 

24.99 
6.77 

18.25 

11.05 
14.42 

2.09 

2.58 
7.21 
2.68 
4.34 

5.39 
6.66 

28.78 
16.34 
2.13 

20.22 
5.39 

15.01 

9.62 
10.71 

1.86 

2.31 
6.37 
2.28 
3.81 

4.31 
5.33 

24.75 
13.22 
1.60 

16.09 
4.29 

12.28 

8.35 
7.72 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 
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ANNEX TABLE B.3 

Mining: actual and projected shares in GDP by region, 1960-2000 
(In percentages) 

Region 1965 1975 1980 1990 1995 2000 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Japan 
Other 

Developing countries and territories 
Western Hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East" 
Indian subcontinent 
Asian exporters of manufactures . . 
Other Asia 

Socialist countries 
Eastern Europe 
Asia 

3.13 

2.50 
1.16 
1.62 
4.40 

9.31 
9.86 
0.99 
5.12 

56.39 
1.01 
1.45 
7.94 

2.90 

1.98 
1.02 
1.07 
4.24 

9.38 
27.97 
2.09 
7.85 

58.34 
1.22 
1.55 
7.77 

2.94 

1.53 
0.87 
0.70 
4.73 

8.55 
39.03 
2.03 

12.35 
61.84 

1.25 
1.18 
9.27 

2.66 

1.26 
0.82 
0.55 
5.61 

5.69 
22.71 
2.36 

15.42 
55.27 

1.44 
1.07 
9.85 

2.38 

1.13 
0.81 
0.46 
6.13 

6.14 
26.67 
3.05 

18.99 
57.35 

1.65 
0.90 

11.04 

2.26 

0.99 
0.80 
0.43 
6.83 

6.70 
28.28 
3.70 

22.55 
61.98 

1.75 
0.78 

11.91 

2.13 

0.86 
0.78 
0.39 
7.55 

7.12 
29.71 
4.30 

25.84 
65.48 

1.81 
0.70 

12.72 

2.00 

0.74 
0.76 
0.36 
8.33 

7.51 
31.04 
4.82 

28.65 
68.11 

1.84 
0.64 

13.45 

1.87 

0.64 
0.75 
0.33 
9.18 

7.97 
32.34 

5.30 
31.47 
70.61 

1.86 
0.57 

14.16 

Note: For sources, definition of country groups and methodology, see explanatory notes to annex B. 

ANNEX TABLE B.4 

Manufacturing: actual and projected shares in GDP by region, 1960-2000 
(In percentages) 

Region 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Other 

Developing countries and territories 
Western hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures . . 
Other Asia 

Socialist countries 
Eastern Europe 

I960 

22.85 

28.63 
22.21 
27.26 
22.23 

20.92 
12.26 
4.65 
6.48 
5.97 

12.19 
13.21 
10.98 

46.00 
32.16 

1965 

25.04 

30.00 
24.72 
26.22 
22.92 

22.01 
11.15 
5.49 
7.97 
6.09 

14.81 
15.91 
12.08 

48.60 
43.40 

1970 

23.88 

31.75 
27.24 
28.96 
23.07 

23.82 
10.21 
7.66 
9.27 
6.59 

45.00 
24.16 
13.28 

51.10 
47.99 

1975 

22.97 

30.60 
28.61 
27.94 
21.43 

25.45 
11.77 
8.09 

10.18 
7.93 

14.94 
29.59 
15.17 

52.70 
53.29 

1980 

24.05 

31.28 
29.94 
30.85 
21.37 

27.01 
12.05 
8.07 

10.73 
8.00 

18.27 
35.05 
17.07 

54.25 
55.96 

1985 

24.21 

31.26 
30.69 
31.62 
21.91 

28.85 
13.01 
8.71 

11.36 
7.65 

20.59 
37.86 
19.07 

55.75 
59.42 

1990 

24.41 

31.27 
31.47 
32.42 
22.47 

30.93 
14.01 
9.66 

12.19 
7.51 

23.13 
40.21 
21.09 

57.13 
63.05 

1995 

24.60 

31.26 
32.22 
33.19 
23.00 

32.98 
15.00 
10.86 
13.23 
7.55 

25.76 
42.40 
23.11 

58.41 
66.52 

2000 

24.78 

31.25 
32.96 
33.97 
23.52 

35.08 
16.00 
12.24 
14.31 
7.58 

28.49 
44.59 
25.17 

59.63 
69.78 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 
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ANNEX TABLE B.5 

Construction, utilities, transport and services, actual and projected shares in GDP by region, 1960-2000 
(In percentages) 

Region 1960 1965 1970 1975 1980 1985 1990 1995 2000 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Japan 
Other 

Developing countries and territories 
Western hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures . . 
Other Asia 

Socialist countries 
Eastern Europe 
Asia 

69.14 

62.58 
59.29 
58.89 
64.36 

52.83 
50.79 
33.96 
38.61 
25.64 
35.19 
56.82 
39.47 

29.00 
21.41 

68.02 

62.81 
59.53 
63.68 
65.13 

52.49 
40.48 
38.87 
40.26 
25.71 
39.78 
57.45 
41.62 

26.40 
20.27 

69.57 

62.09 
59.44 
64.43 
65.15 

54.01 
36.94 
42.74 
40.68 
24.09 
39.07 
55.78 
42.63 

31.20 
19.34 

70.93 

63.93 
58.97 
66.21 
66.17 

56.89 
49.93 
47.91 
41.97 
30.66 
41.24 
54.88 
44.50 

31.00 
20.04 

70.68 

64.05 
58.87 
64.44 
66.11 

56.62 
48.65 
48.82 
42.35 
29.78 
44.69 
53.12 
45.66 

31.27 
21.37 

70.93 

64.56 
59.28 
64.29 
65.62 

56.04 
48.43 
50.65 
42.13 
26.63 
47.53 
52.84 
47.03 

31.59 
22.06 

71.14 

65.00 
59.58 
64.06 
65.03 

55.21 
47.99 
53.01 
41.95 
24.17 
50.07 
52.32 
47.94 

31.82 
22.53 

71.32 

65.41 
59.81 
63.77 
64.32 

54.11 
47.31 
55.54 
41.78 
22.21 
52.19 
51.57 
48.43 

31.97 
22.78 

71.48 

65.81 
59.97 
63.45 
63.55 

52.88 
46.49 
58.05 
41.38 
20.36 
54.02 
50.71 
48.66 

32.12 
22.90 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 
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ANNEX TABLE B.6 

World trade by commodity group: projected shares in 1990 
(In percentages) 

Origin 

Destination 

Developed 
market-
economy 
countries 

Developing 
countries 

Socialist 
countries 
of Eastern 

Europe 

Socialist 
countries 
of Asia 

Total 
exports 

Food and beverages (SITC 0+ 1) 

Developed market-economy countries . 
Developing countries 
Socialist countries of Eastern Europe . 
Socialist countries of Asia 
Total imports 
Trade balance 

46.13 
15.77 
1.54 
1.68 

65.12 
2.01 

12.94 
8.02 
1.57 
2.03 

24.56 
1.49 

Raw materials (SITC 2+4) 

Developed market-economy countries . . 
Developing countries 
Socialist countries of Eastern Europe . . 
Socialist countries of Asia 
Total imports 
Trade balance 

48.97 
16.58 
5.85 
0.94 

72.35 
-11.02 

Developed market-economy countries . 
Developing countries 
Socialist countries of Eastern Europe . 
Socialist countries of Asia 
Total imports 
Trade balance 

Fuels (SITC 3) 

12.46 
54.60 
5.25 
0.40 

72.72 
-59.23 

9.24 
7.94 
1.88 
0.48 

19.53 
10.00 

0.97 
25.15 
0.41 
0.06 

26.59 
53.81 

Manufactured goods (SITC 5-9) 

Developed market-economy countries . 
Developing countries 
Socialist countries of Eastern Europe . 
Socialist countries of Asia 
Total imports 
Trade balance 

40.24 
6.87 
1.34 
0.39 

48.83 
27.70 

33.11 
8.46 
3.66 
1.57 

46.80 
I-30.29 

5.11 
1.62 
0.00 
0.00 
6.74 

-3.63 

2.80 
3.59 
0.00 
0.00 
6.40 
1.33 

0.03 
0.31 
0.00 
0.00 
0.34 
5.31 

2.17 
1.16 
0.00 
0.00 
3.33 
1.68 

2.95 
0.63 
0.00 
0.00 
3.58 
0.13 

0.31 
1.42 
0.00 
0.00 
1.73 

-0.31 

0.01 
0.34 
0.00 
0.00 
0.36 
0.11 

1.02 
0.02 
0.00 
0.00 
1.04 
0.91 

67.14 
26.05 
3.11 
3.71 

100.00 
0.00 

61.32 
29.53 
7.73 
1.42 

100.00 
0.00 

13.49 
80.39 
5.66 
0.46 

100.00 
0.00 

76.54 
16.51 
5.00 
1.96 

100.00 
0.00 

Note: For sources, definition of country groupings and methodology, see explanatory notes to annex B. 
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ANNEX TABLE B.7 

Actual and projected rates of growth of the male labour force by region, 1960-2000 
(In percentages) 

Region 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Other 

Developing countries and territories 
Western hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures . . 
Other Asia 

Socialist countries 
Eastern Europe 
Asia 

1960-
1965 

1.0 

0.5 
0.4 
1.9 
1.7 

2.0 
1.5 
2.1 
2.3 
2.3 
1.4 
2.1 
1.7 

0.8 
1.8 

1965-
1970 

1.3 

-0.0 
0.2 
1.7 
1.9 

2.1 
1.5 
2.1 
2.5 
2.6 
1.7 
1.8 
2.2 

0.8 
1.8 

1970-
1975 

1.4 

0.5 
1.1 
1.3 
1.9 

2.4 
2.5 
2.1 
2.4 
2.5 
2.0 
3.0 
2.4 

1.4 
1.6 

1975-
1980 

1.3 

0.2 
0.9 
0.6 
1.8 

2.5 
3.0 
2.2 
2.5 
2.6 
2.2 
2.9 
2.5 

1.3 
1.2 

1980-
1985 

1.0 

0.4 
1.0 
0.5 
1.5 

2.5 
3.0 
2.3 
2.6 
2.8 
2.2 
2.3 
2.5 

0.9 
1.2 

1985-
1990 

0.7 

-0.0 
0.7 
0.6 
1.7 

2.5 
2.8 
2.4 
2.6 
3.0 
2.2 
1.7 
2.5 

0.6 
1.4 

1990-
1995 

0.8 

-0.0 
0.8 
0.6 
1.9 

2.5 
2.8 
2.4 
2.6 
3.1 
2.3 
1.6 
2.5 

0.3 
1.3 

1995-
2000 

08 

0.1 
0.9 
0.3 
2.0 

2.6 
2.8 
2.6 
2.6 
3.2 
2.4 
1.4 
2.3 

0.7 
1.1 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 

ANNEX TABLE B.8 

Actual and projected rates of growth of the female labour force by region, 1960-2000 
(In percentages) 

Region 
1960-
1965 

1965-
1970 

1970-
1975 

1975-
1980 

1980-
1985 

1985-
1990 

1990-
1995 

199S-
2000 

Developed market-economy countries 
North America 
Western Europe 

North 
South 

Japan 
Other 

Developing countries and territories 
Western hemisphere 
North Africa 
Arid Africa 
Other Africa 
Middle East 
Indian subcontinent 
Asian exporters of manufactures 
Other Asia 

Socialist countries 
Eastern Europe 
Asia 

3.1 

1.3 
1.0 
2.1 
6.1 

3.5 
3.1 
1.9 
2.0 
3.8 
1.9 
5.5 
2.4 

0.8 
1.5 

3.2 

0.9 
0.8 
1.8 
5.4 

3.6 
3.2 
1.8 
2.1 
4.1 
2.2 
5.1 
2.8 

0.7 
1.6 

2.2 

1.1 
1.6 
1.7 
2.3 

3.5 
3.7 
1.8 
2.1 
4.0 
1.7 
3.1 
2.1 

1.1 
1.4 

1.8 

0.7 
1.4 
1.1 
2.5 

3.5 
4.0 
2.0 
2.1 
4.0 
1.8 
2.6 
2.0 

0.8 
1.1 

1.3 

0.7 
1.5 
1.0 
1.9 

3.8 
4.0 
2.1 
2.3 
4.3 
1.9 
2.1 
2.1 

0.5 
1.3 

1.2 

0.3 
1.3 
1.1 
2.5 

3.7 
3.8 
2.2 
2.3 
4.4 
2.0 
1.8 
2.1 

0.5 
1.4 

1.3 

0.4 
1.4 
1.1 
2.9 

3.8 
4.0 
2.2 
2.5 
4.6 
2.4 
2.1 
2.3 

0.1 
1.5 

1.5 

0.6 
1.5 
0.6 
2.6 

3.8 
4.1 
2.3 
2.5 
4.5 
2.5 
2.1 
2.2 

0.9 
1.3 

Note: For sources, definition of regions and methodology, see explanatory notes to annex B. 
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ANNEX TABLE B.9 

Sectoral composition of GDP by major country groups, 1960-1980 and projections to 2000 
(Percentages) 

Sector 

Agriculture . . 

Mining . . . . 

Manufacturing 

Other 

Developed markel-economi 
countries 

1960 

7.0 

2.7 

25.1 

65.2 

1970 

5.1 

2.1 

27.3 

65.5 

1980 

4.1 

1.7 

27.8 

66.4 

1990 

3.3 

1.5 

28.4 

66.8 

2000 

2.6 

1.4 

29.1 

66.9 

Dexeloptng countries 

1960 

30.5 

11.6 

14.2 

43.7 

1970 

22.6 

16.6 

16.6 

44.2 

1980 

16.5 

15.4 

20.1 

48.0 

1990 

11.2 

17.0 

23.8 

48.0 

2000 

7.3 

18.7 

27.1 

46.9 

Socialist countries of Eastern 
Europe ' 

1960 

25.0 

46.0 

29.0 

1970 

17.7 

51.1 

31.2 

1980 

14.5 

54.2 

21.3 

1990 

11.1 

57.1 

31.8 

2000 

8.4 

59.5 

32.1 

Socialist countries of Asia ' 

1960 

46.4 

32.2 

21.4 

1970 

32.7 

47.9 

19.4 

1980 

22.7 

55.9 

21.4 

1990 

14.4 

63.0 

22.6 

2000 

7.7 

69.5 

22.8 

Note For sources, definition of country groups and methodology, see explanatory notes to annex B 
a Fully comparable data do not exist for the socialist countries For those countries the mining sector is included in manufacturing 

ANNEX TABLE B.10 

Shares in world GDP by sector and main country groups, 1960-1980 and projections to 2000 
(In percentage) 

Sector 

Agriculture . . 

Mining . . . . 

Manufacturing 

Other 

De\ eloped markel-econom i 
countries 

1960 

37.2 

59.1 

67.6 

83.1 

1970 

34.5 

41.8 

62.5 

81.0 

/mo 

31.3 

32.5 

55.8 

76.8 

1990 

28.3 

21.0 

48.4 

71.1 

2000 

25.8 

12.6 

40.1 

64.1 

De\ eloping countries 

1960 

26.0 

40.9 

6.2 

9.0 

1970 

26.8 

58.2 

6.7 

9.6 

1980 

28.5 

67.5 

9.2 

12.6 

1990 

32.4 

79.0 

13.6 

17.1 

2000 

36.8 

87.4 

19.2 

23.1 

Socialist countries of Eastern 
Europe ' 

1960 

22.7 

21.2 

6.3 

1970 

23.8 

23.3 

7.7 

1980 

26.1 

25.8 

8.6 

1990 

25.0 

25.6 

8.9 

2000 

23.9 

23.7 

8.9 

Socialist couniiies of Asia' 

1960 

14.1 

5.0 

1.6 

7970 

14.9 

7.5 

1.7 

1980 

14.1 

9.2 

2.0 

1990 

14.3 

12.4 

2.9 

2000 

13.5 

17.0 

3.9 

Note For sources, definition of country groups and methodology, see explanatory notes to annex B 
a Fully comparable data do not exist for the socialist countries For those countries the mining sector is included in manufacturing 
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I -A3M/E9B/S/ai £*ZVl86I -isquiajdss 
6-aTri8-3-°NS3lBS (999I)ZS9#THA 183D 
uopBonqnd SUOIJEN psjiun 0071 ST1$ :*>"d puspazjiMs ui psjuua 

•sjqouir) o ^JOj^ BAen^i 'seiue/^ ap uopoag 'sEprafi 
sanoioe^j :B asefprp o oaajqij ns B a$%nsuoQ -opunin %ap salted sepo} ua sBjopmq 
-ujsip SBSBO X SBjiaiqtf ua B)uaA ua uejsa sBprar} sauoiOB^ SBJ ap sauopBotiqnd SB^ 

svawn saNoiDVN SVT aa saNonvorcaria ainoasNOD OWOD 

•BaaHa^c HI/H x d o g - o i S H ' H H H ^ S C B ajiretfodn on KHiiaao ' guhBH 
XMHHaHHlrfa^LQO KHhBEHH-ejdo : A'oadtf-e on a iHrnun HITH aHHsrej-ew WOHSKHHH warnBH 
a XBHRBKEH 90 HHaBdno a in f fosBH 'BdHW xBHOgBd x a a a oa X ^ S J . D I H 3 J B H X B H H E 
-•BJBK XIIHJKHHa a <J1HUXH OH3KOK gHhBH XIIHHaHHtfai.90 HHtlBEHH-BjdO BHHBtfCJf. 

H H t l V H X i q H H 3 H H l 7 a « 3 L H O H H T I V £ H H V J J O K H H V t ? £ H q X H h ^ l T O U H V H 

•SAauag no vqx_ Majsj 'sajuaA sap uoijoag 'saiufi suot^Bfj : g 
snoA-zassajpB no airejqir aĵ oA ap sajdnB snoA-zauuojui uaijua apuora np sajie^isodap 
saouagB saj }a sauiBjqir sai suep ajuaA ua *uos saiufi suopB^j sap suot}BDi[qnd saT; 

sawn SNOIXVN saa sNoixvonanj saa aaanooaj as xNawwoo 

•BAauaQ xo J^to^ Maj<[ 'uoijoag 
sa%Bg 'SUOI}BJ<[ pajiuQ :o; a)u% JO ajo}s%ooq anoX jrnsuoo 'ppoM aqj jnoq3nojqj 
siojnqujsip puB sajojs^rooq UIOJJ pauiBjqo aq XBOI suoi}Boiiqnd suopsjvi pajmQ 

SNOixvonarw SNOIXVM aaxran mvxao ox MOH 




