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MEM>RANDUM FOR TIIE RECORD 

Meeting on Concluding Remarks to the Informal Meeting of EDs on the IBRD Capital 
Increase, November 17, 1977 

Present: Messrs. McNamara, Knapp, Damry, Chenery, Gabriel, Wood 

Mr. McNamara said that he wanted to propose a further meeting on the 
Capital Increase for Tuesday, December 13, which would focus on (i) questions and 
comments received on technical notes to be prepared and circulated, and (ii) the 
issues of non-disruptive adjustment and repayment terms. The borrowing issue 
could be left for a subsequent meeting in January 1978. He asked Messrs. Gabriel 
and Wood to prepare the following three technical notes for distribution to the 
EDs: (i) a matrix giving the pattern of Bank lending through 1983 by type of 
lending, i.e., new-style urban and rural projects, nonfuel minerals, etc; (ii) 
rationale for an increase in IBRD lending in real terms; and (iii) impact of alter­
native rates of real growth on nominal lending, staff levels, quality of projects 
and efficiency of administration. The third note should state that there would be 
no dramatic increase in staff and that the improvement of quality and efficiency 
of administration could only be achieved through expansion, i.e., was a function 
of size. It should argue that the decentralization five years ago had been carried 
out at a below-optimal size for such a reorganization. The issue of regional decen­
tralization and of grassroots work on new-style projects should not be raised. 

CKW 
November 23, 1977 
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TO: 

FROM: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert s. McNamara 

Attila Karaosmanoglu ~, 
DATE : November 16,1977 

SUBJECT: A Briefing Note on Inflation 

I am enclosing a briefing note on inflation for tomorrow's 
Board discussion. 

Att. 

c.c. Mr. Chenery 
Mrs. Hughes/Mr. Laursen 
Mr. Wood (2 copies) 

HHughes/kg 



A BRIEFING NOTE ON INFLATION 

DRAFT 
EYSachse/KLaursen:hmrv 

November 16,1977 



I. INTRODUCTION 

1. Our recent work on the inflation prospects to 1985 has 

- 1/ 
m~~~!~~_the views expressed a year ago.- As measured by the U.S. dollar 

. deflator, inflation in the developed countries of the OECD is projected to ---
average 7.5% per annum in 1978-80 and 7% ~er annum durin -85 ·but the 

- - - - -

parallel movement in the "index of international inflation", the index of 

c. i. f. u .·s. dollar prices of manufactured exports~/ no longer appears 

- -- --------- ----- --- -- ----- --- -- -·------ -· -

Table I .1: BANK STAFF PROJECTIONS OF RATES OF INCREASE IN US DOLLAR 
GDP DEFLATORS OF OECD NORTH AND INDEX OF 

1975 

1976 

1977 

1978 

1979 

1980 

1981-85 

1986-90 b/ 

INTERNATIONAL INFLATION ~ 

(Percent per annum) 

November 1976 
GDP Trade 

Deflator Deflator 
12.9 12.6 

3.4 

7.5 

8.0 

7.5 

7.0 

n.a. 

1.5 

7.0 

7.0 

n.a. 

November 1977 
GDP Trade 

Deflator Deflator 
12.3 12.6 

3.2 

~~!Ik_ 
-6~0 -

7.5 5 ·- ~ 

7.0 

_5.0-

6.0 4. 0 -----

a/ 1975 historical-, }-91o-1977estimates-;i978:-199-0 -prc5J ect-ions.-­

b/ Extended for World Development Report. 

1/ See Technical Note: Deflators SeeM 76-803, November 29, 1976. 

2/ Categories )-8 in the Standard International Trade Classification (SITC). 
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2 . Such projections are ~Uite_ uncertain, however. Both because our 

understanding of past inflation experience is incomplete, and because in_f~ation _ 

depends largely on institutional factors, it is more difficult to analyze and 

project than changes in real economic variables. Qur pQi!lt _I:~~j~<:~~o~-- o~~ the U.s. _ 

d.oliar deflator should be viewe~_a~ =-~_'~ cent~al ____!end~~-~y~ ' -~sn:lgd __ ~~c~-~-t!.!~- -~~-i~:tiori:_ -

could be rather wide. While it is above targets agreed on by the Ministerial 

Council of the OECD it appears to be centrally located w~ thin the rang~- ----

that we feel is realistic. 

3. The relationship between GDP deflators and export prices is of course 

also uncertain. Economic theory would perhaps suggest a somewhat higher rate of 

inflation for the former than for the latter because productivity gains may be 

expected to be lower for GDP as a whole than for exports. This tendency could 

be reversed in periods of steeply rising commodity prices because of their greater 

weight in exports than in GDP. Conversely this tendency would be strengthened 

during periods of moderate commodity price increases. Historical developments 

appear to confirm these hypotheses: During the 1960's trade prices rose less 

rapidly than GDP deflators whereas the reverse was true in the first half of the 

1970's. In 1975 the two inflation rates were about equal, but in 1976 the GDP 
- - -- - - --- . -- --- - -

deflator rose significant~y fa?ter than the ~xport price index. Given- thls recent 

development;,the moderate price increases projected for commodities and the above 

mentioned theoretical relationship, we feel reasonably confident that trade prices 

should now be projected to lag behind GDP deflators. This is also the position 

taken by the OECD Secretariat. 

4. Section II of this note contains a survey of inflationary factors and 

some problems of measurement as a background to a more detailed discussion of 

our projections in Section III. 

II. DEFINITION, MEASUREMENT AND "CAUSES" 

5. Inflation may be defined as an increase in the general level of pric~~ as 

distinct from a change in relative prices. Conceptually one may distinguish 

between "demand pull" inflation and "cost push" inflation, the former being 
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a situation where demand causes prices to go up because supply is 

inelastic, and the latter a situation where costs go up even if capacity is 

n?t ~ully utili~ed and are shifted on to prices. In practice,_ however, 

-------- - - - - ----------- ----- - - ·--- --- - ---- - - -- - - -
this distinction has not proved to be particularly relevant, mainly because 

an increase in demand may be inflationary rather than expansionary even at 

considerable unemployment levels. 

6. Normally inflation is measured by the increase in the GDP deflator 

for a given economy which is taken to be representative of the average price 

increase. This procedure is, of course, subject to the usual index problem 

of correct weighting because the products entering into GDP are continuously 

changing in relative importance. 

7. Obviously this problem is exacerbated when one seeks a measure of 

international inflation even if exchange rates are fixed. With variable 

exchange rates the additional problem arises that international inflation 

will be different whether expressed in one currency or another. Suppose, 

for example, that Germany's GDP deflator rises by 3% in deutschemarks while 

that of the U.S. goes up by 6% in dollars and that the deutschemark appre-
.. 

ciates 3% relative to the dollar. If measured in deutsche marks inflation 

in both countries and, hence, world inflation is 3%; if measured in dollars 

it is 6%. In other words, if the numeraire currency is appreciated, world 

inflation is understated; if it is depreciated, world inflation is overstated.!/ 

8. There is no general consensus as to the causes behind such inflation-

ary developments. On the one hand the "monetarists" argue that inflation is 

created by excessive monetary expansion and that pri~e stability may be 

brought about by careful monetary management. On the other hand, the "struc-

turalists" argue that "bottlenecks" in the economy combined with labor union 

An extreme example is the German hyperinflation in the early 1920's which 
was. accompanied by daily exchange rate devaluations. Measured in marks -­
inflation rates reached 10,000%; measured in dollars prices were fairly 
stable. 
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pressures cause prices and wages to go up in key sectors from where they 

"spill over" on the rest of the economy. The "structuralists" therefore 

conclude that ~~gh employment is only possible with high inflation rates. 

This is the trade-off depicted by the ~~_c_al~ed _ P~~!lip~-- c_~Y~-· Tl:le_ '~mone~ 

tarists" take the view that only under fairly stable prices will the economic 

climate be conducive to investment, innovations and growth so that there is 

no trade-off between growth and inflation. 

9. Postwar inflation-growth experience appears, by and large, to 

support the "monetarist" position that the relationship between growth rates 

and inflation rates is negative. This is also the view taken by OECD's recent 

"McCracken Report". But s~!!le: highly regarded-economists are not convincen -

(Percent per annum) 

1956-58 1959-65 1966-69 1970-75 1976-77 

GDP Deflators 

in U.S. dollars: 3.0 2.2 3.4 10.3 5.4 

in national currency: 3.5 2.4 3.9 7.9 7.6 

Real GDP Growth 2.3 5.2 4.9 2.8 4.8 

~/ OECD North includes all OECD members ex-cept Greece, Spain and Turkey. 

Source: Annex A. 

----- -

-------- - - --

III. PROJECTIONS 

10. The core of the Bank's inflation indices are the GDP deflator 

expressed in U.S. dollars and the price index for manufactured exports. The 

former may be said to be of particular relevance in judging interest rate 
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conditions on the international capital market, while the latter is of impor-

tance in assessing the Bank's future lending needs. 

GDP Deflator 

11. The details of the historical series on GDP deflators are set out 

in Table III.l. 

Table .III.l: GDP DEFLATORS IN OECD NORTH: 1955-77 

In U.S. dollars: 

North America 
Japan-Oceania 
Western Europe 

Major 
Other 

TOTAL 

In national currency: 

North America 
Japan-Oceania 
Western Europe 

Major 
Other 

TOTAL 

Source: Annex A. 

1956-58 

3.2 
2.4 
2.8 
2.8 
2.6 
3. 0 ' 
--

3.2 
2.3 
4.6 
4.8 
3.6 
3.5 --

(Percent per annum) 

1959-65 1966-69 1970-75 

1.6 4.0 6.7 
3.7 4.2 12.8 
2.9 2.5 13.0 
2.7 2.2 12.5 
3.7 3.4 14.3 
2.2 3.4 10.3 
-- -- --

1.7 4.0 6.6 
3.9 4.4 9.4 
3.4 3.8 8. 7 
3.4 3.5 8:8 
3.6 4.4 8.4 
2.4 3.9 7. 9 -- -- --

1976-77 

5.6 
9.0 
4.0 
2.7 
7.5 
5.4 

5.8 
7.3 
9.2 
9.6 
8.1 
7.6 --

12. Paralleling this overview of inflation, an overview of real econo-

mic growth is presented in Table III.2. 
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Table 111.2: REAL GROWTH IN OECD NORTH: 1955-77 

(Percent per annum) 

1956-58 1959-65 1966-69 1970-75 

North America 1.0 4.6 4.3 2.1 
Japan-Oceania 6.2 9.0 10.3 5.8 
Western Europe 3.6 5.2 4.4 3.0 

Major 4.0 5.2 4.4 2.8 
Other 2.4 5.2 4.4 3.3 

TOTAL 2.3 5.2 4.9 2.8 

Source: Annex A. 

1976-77 

5.5 
5.6 
3.6 
3.8 
3.0 
4.8 --

13. Comparing the above inflation and growth tables s~ggests a rather 

dramatic change in the relationship between the two variables. It thus 

appears that since about 1960 reductions in growth rates are associated with 

much larger increases in inflation rates than in the 1950's. This relation-

ship is shown in the graph below. Neither its slope nor its shift are very 

well understood, and this is an important area for further empirical analysis 

that will be undertaken by the International Economy Division. -As yet, however, 

there is no convincing evidence for revising the projections presented in 

Table I.l. But __ while _our--- inflat-ion forecasts ·for the- near- term seem to hold; ·-- - -

recently published data for major OECD countries suggest that our low growth 

projections for 1978-80 may be more realistic than the medium, base-case 

projections used in "Prospects ·." 1/ 

1/ Prospects for Developing Countries, 1978-1985, November 1977, p.l6 
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1\J~L~TION- G-foWTH RELAIIOtJ.S~,p 
, .. S'~- iq17 

\ 

..- RELATION~M\P IN 

~ ~~f»o \ .4~)) IIF'70~ 
~,,o-1 
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We have therefore adopted the following "guidelines" being used in our -
- -- ----------

present global -analysis for the World Development Report. (Table III.3) 
----- ·- -·-· -----

Table III. 3: OECD NORTH REAL G~OWTH AND IN~r;r~g~_: _ 191_~-_90 

(Percent per annum) -

Inflation 
Real GDP Trade 

Growth Deflator Deflator 

1978-80 4.0 7.5 5.5 

1981-85 4.2 7.0 5.0 

1986-90 4.2 6.0 4.0 

International Trade Deflators 

14. We noted a year ago that: 

Until the late 1960's, export prices rose significantly 
less rapidly than domestic prices. In the early 1970's, __ 
bo~h _export and domestic ~ri_ces rose at abou~ the same 
_rat.e_,_ but __ since ;1973 eXPort prices have risen faster than 
domestic pric.§..s. _ 1/ - · 

Data recently published by the U.N. will permit major improvements in the 

1 . f h" 1 . h" 21 w h b bl d 1 ana ys1s o t 1s re at1ons 1p.- e ave now een a e to eve op export 

unit-value series for all developed countries covering more disaggregated 

groups of commodities than previously, including chemicals (SITC 5), machinery 

and equipment (SITC 7) and other manufactures (SITC 6 and 8), and weighted by 

these countries' trade with developing countries rather than their total 

trade. Table III. 4 compares the "old" series with the "new'' ones. 

ll SeeM 76-803, para. 7. 

]:_/ U.N., Monthly Bulletin of Statistics, Special 'rable F, "Exports of 
Developed and Developing Areas: In, Within and Between the Areas". 



• 

- 9 -

Table III.4: COMPARISON OF RATES OF CHANGE IN INDICES 
OF U.S. DOLLAR DEFLATORS AND "OLD" AND "NEW" 

EXPORT UNIT-VALUES: 1956-1975 

(Percent per annum) 

US Dollar ExEort Unit-Values 

GDP SITC 7 SITC 5-8 
Deflator Old New Old New 

1956-60 2.4 0.1 3.1 1.0 1.8 
1961-65 2.4 0.9 1.4 0.5 0.9 
1966-70 4.0 2.3 1.7 2.4 1.2 
1971-75 11.1 12.4 15.0 12.6 15.1 

1971 7.2 7.8 13.0 5.2 7.7 
1972 9.7 10.0 12.4 8.0 10.1 
1973 14.3 15.2 16.5 17.4 19.8 
1974 12.1 13.9 11.5 20.4 23.4 
1975 12.3 15.4 21.8 12.6 15.5 

15. The new data broadly confirm the description in last year's statement, 

but there are certain important differences. In the first ten years, the 

discrepancy between the "new" series and GDP deflators is narrowed compared 

t ·o the "old" series; indeed in 1956-60, SITC 7 prices rose faster than GDP 

deflators. The discrepancy widens in 1966-70; but in 1971-75 the reversal 

is not only sharpened but manufactured export prices rise faster than GDP 

deflators in every year, rather than commencing in 1973. Particularly note-

worthy is the fact that the prices of these exports to developing countries 

tended quite consistently to rise faster than did the prices of the same 

export categories to all countries. This .discrepancy_ cannot at ~resent be 

fully explained. It appears to be due, in part at least, to a different 

commodity composition of exports to developing countries than of total exports. 

Thus the prices of capital equipment for such sectors as petrochemicals, 
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fertilizers and mineral development, which weigh heavily in exports to 

developing countries, have risen rapidly. 

16. As indicated above in paragraph 3, the relationship between export 

unit-values and GDP deflators is quite complicated. Depending on the particular 

circumstances export prices may rise more or less rapidly than GDP deflators. 

This was the background for our agnostic position last year that a parallel 

movement should be projected for the two series. The situation this year, 

however, appears to be sufficiently clear to warrant a projection of export 

prices on the "old" definition rising somewhat more slowly than GDP deflators. 

Our tentative estimate is that the difference in these inflation rates will be 

about - 2 -percent-age -points -:- With further staff work, schedUled in the coining --- · 

/ 



ANNEX A: Historical Real Growth, GDP Deflator and Exchange­
Rate Data 

LIST OF TABLEgb./ 

A.l: Historical Rates of Real GDP Growth in OECD North 
1956-74 (percent) 

A.2: Rates of Change in US Dollar GDP Deflators of OECD North: 
1956-74 (percent) 

A.3: Rates of Change of Real Growth and US dollar GNP Deflators: 
1975-77 (percent) 

A.4: Indices of US dollar GDP Deflators of OECD North: 1955-74 
(1970=100) 

A.5: Indices of National Currency GDP Deflators of OECD North: 
1955-76 (1970=100) 

A.6: Exchange-rate Indices of OECD North: 1955-76 
(national currency/US dollar; 1970=100) 

A.7: "New11 and "Old" US Dollar Indices of Unit Values of 
Exports of Manufactures from Developed Countries: 
Global Weights (1970=100) 

A.8: "New" US Dollar Indic:es of Unit Values of Exports of 
' Manufactures from Developed Countries: Bilateral Weights 

(1970=100) 

11 All data are reproduced from memos of the International Economy 
Division of January, February, and August 1977. 



A.l: HISTORICAL RATES OF REAL GDP GROWTH IN OECD NORTH 1956-74 

(percent per annum) 

1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 

North America 2.3 1.5 -!D. 5.8 2. 5 2.0 6.5 4.0 12 6.3 6.7 2 . 8 5.0 2.8 !D. 3.4 6.1 5.7 -1.5 
United States 1.8 1.5 -0 . 8 6.1 " n TI 6.5 "3.9 5.5 6.3 6.6 2.8 5.0 2:6 0.5 D 6.1 5.6 -1.9 
Canada 8.7 1.2 1.3 3.3 2.4 3.0 6.8 5.6 6 . 3 6.7 7.1 3.4 5.6 5.2 2.7 5.9 5.9 6.9 2.8 

Ja(!an-Oceania 6.4 6.4 5.9 8.2 11. 1 10.8 6.7 9.4 11.8 5.2 8.3 11.4 11.7 10.0 9.8 6.9 7.9 9.3 -0.6 
Japan 8.0 8.0 5.4 D 14.1 14.5 7.1 10:S 13.4 D 9.8 12.9 13.4 10.8 10":9 7:3 8:9 9.8 -D 
Australia 2.0 2.2 1.5 5.3 3.3 -0.2 6.2 6.2 6.4 5.3 2.3 6.8 5.6 6.9 5.2 5.3 2.9 6.5 1.2 
New Zealand 5.1 5.9 4.1 4.6 8.1 3 . 2 3.1 6.2 6.2 5.9 3.9 -0.9 2.1 5.0 3.7 2.5 4.4 6.4 2.2 

Western Euroee 4.4 4.2 2.2 5.1 6.7 5.4 4.2 4.3 6.0 4.4 3.3 3.1 5.2 5.9 5. 1 3.3 3.9 5.3 2.3 
Major Countries 4:i 4.6 2.7 5.1 D D 4.1 4.1 5.8 4.4 n 2.9 5.5 D n D 3.8 5.5 2J) 

France 5.0 6:0 fi n D 5.7 6.4 D 6:4 5.9 4.0 D 4.7 6.9 5.9 D 5.7 5:6 D 
C:ermany 6.9 5.6 3.2 7.0 8.8 5.1 4.1 3.4 6.8 5.6 2.9 -0 . 2 7.1 8.1 5.9 2.9 3.4 5.1 0.5 
Italy 4.7 5.4 4.9 6.6 6.3 8.0 6.2 5.5 2.7 3.2 5.7 7. 1 6.2 5.7 5.0 1.6 3.1 6.3 3.4 
U.K. 2.0 2.1 0.9 3.8 4.8 3.3 0.9 3.9 5.9 2.2 1.9 2.5 3.4 1.1 2.1 2.5 2.5 5.5 0.8 

Others 3.5 3. 1 0.7 5.1 6.0 5.5 4.6 4.0 6.9 4.3 2.9 3.7 4.5 6.4 5.7 3.4 4.5 4.4 3.2 
Austria 5.i 5.9 4.1 4.6 8.1 n 2.7 u 6.2 n TI n 4.5 5.8 7.8 D 6:4 5.8 4.4 
Belgium 2.9 2.5 -0.6 2.5 5.5 5.0 5.2 4.4 7.0 3.7 3.0 3.9 4.3 6.6 6.4 4.1 5.7 6.3 3.8 
Denmark 2.2 5.0 2.7 6 . 9 6.2 6.4 5.6 0.7 9.2 4.5 2.9 . ·4.2 3.8 8.6 2.7 3.4 4.6 3.3 0.5 
Finland 1.9 1.5 -0.1 7.4 9.9 8.0 4.3 2.5 6.5 5.1 2.4 2.6 2.3 10.5 8.2 2.4 7.0 6.5 4.2 
Ire land -1.3 0.6 -2.0 4.1 5.4 4. 7 3.6 4.9 4. 1 2.1 1.3 5.2 7.4 6.8 2.9 3.5 4.7 5.4 0.4 
Netherlands 3.7 2.8 -0 . 3 4.9 8.4 2.8 4.4 3.3 8.6 5.3 2.8 5.4 6.7 6.8 6.8 4.4 3.9 4.3 3.3 
Norway 5.1 0.8 1.2 3.4 3.6 6.5 4. 7 5.4 5.0 5.7 4.5 5.6 4.0 5.0 3.5 4.6 4.9 4.2 3.7 
Sweden 3. 1 3. 1 2.6 5.5 3 . 5 5.6 4 . 3 5.3 6.8 4.2 2.4 3.4 4.0 5. 1 4.9 0. 7 2.6 3.5 4.2 
Switzerland 6.0 2.9 -1.8 7.2 5.8 7.3 5.0 4.7 5.0 3.9 2.4 1.6 3.6 5.5 5.6 4.0 3.7 2.6 1.8 

TOTAL OECO North 3 . 3 2.7 0.8 5.7 4.6 3.9 5.7 4.5 6.2 5.5 5.6 3.7 5.8 4.6 3.2 3.8 5.5 6.0 -0.1 

Source: OECD. 
I 



A. 2: RATES OF CHANGE IN us DOLLAR GDP DEFLATORS 

(percent) 

~ 1957 1958 !ill ~ 1961 !ill. illl 1964 1965 

North Awerlca M 4.0 2.2 2.0 1.7 0.6 1.5 1.6 1.5 2.3 
United State11 3.5 3.i D u u 0.9 1.9 1.7 1.4 D 
Canada 5.4 5. 1 0.7 3.9 0 .4 -3.7 -4.0 0.7 2.8 3.1 

Jafan- Oceania 4.1 3.9 -0.8 2.7 5.6 3.3 2.9 3. 8 3.5 4.5 
Japan 4.7 5.6 -1.1 D 1.1 D 4.2 4.3 4.3 D 
Australia 5.0 2.8 0.4 2.4 4.4 0.9 1.2 3.4 2.4 3.1 
Ne w Zealand 3.3 0.5 2.3 2.5 2.8 0.1 4.9 2.6 3.0 1.9 

We stern Eurol.!e 4.8 2.4 1.0 -5.0 6.1 4.1 4.2 3.7 4.5 3.0 
Ha)or 4.7 2.3 1.2 -6.6 7.0 4.2 4.4 4.4 3,5 2.5 

France n 0,7 -D -7.8 u u 4.i 6.1 4.1 -2:6 
Cel"!Wlny 3.2 3.1 4.0 -19.5 29.6 8.2 4.6 3.4 3.0 3.2 
Italy 4.1 2.0 2.4 0.3 2. 2 2.8 5.7 8.6 5.8 3. 6 
Uni ced lUngdolll 6.5 3.6 4.1 1.2 1.2 3.2 4.0 1.8 2.0 6.4 

Other 4.8 2.8 0.2 1.1 2.7 3.8 3.7 1.3 8.3 5.3 
---,:;; 11 t r 1a D G Q.l D r.o s:o 4.1 D r.o u 

Belglwa 4 . 2 3.0 2.0 0.6 1.0 1.1 1.4 3.0 4.9 5.1 
DctWUil'k 5.0 1.3 2.0 3.8 1.7 4 . 3 6.8 5. 8 4.5 1.5 
Finland 9.0 -4 . 7 -12.4 1.4 2.2 3.1 2. 6 5.6 7.7 4.3 
ireland 3. 2 3.1 6.3 2.2 0.4 2.4 4.8 2.3 8.7 4.6 
He the cland11 3.2 5.8 2.9 2.1 2.8 6.3 4.0 5.1 8.2 6. 4 
Norway 7.4 5.4 - 1.6 2.9 2.4 2.3 3.0 2.2 5.5 4.9 
Sweden 5.9 4.2 2.3 0 . 8 5. 2 4.5 3.7 -11.6 22.0 5.8 
s~ltzerhnd. 1.4 2.4 4.0 -0.6 3.7 4 . 3 5.5 4 . 6 5.0 3.6 

TOTAL 4.0 3.4 1.6 0.3 3.3 1.7 2.4 2.5 2.7 2.8 

NOn: : All average• are weighted average s whe n ! t:he weights are 11harea in n0111inal GDP in the preceding year; 
the r e levant GDP flgurea appear in TMble ll.A. 

!I No diatiuctlon w•ll 1114de between COl' and GNP in thh table. 

e 1'reU.aairu1ry eati.aat:e. 

1966 

3.5 
3.4 
4.5 

4 . 2 
4.8 
3.1 
o. 3 

3.5 
3.2 
D 
3.2 
2.4 
4.4 

4.5 
2.9 
4.0 
2. 5 
5.1 
4.2 
5.2 
4.4 
5.7 
4.8 

3.6 

'I ~I OF OECD NORTH: 1956-74 

1967 1968 ~ 1970 !lli illl 1913 1974 

2. 9 4.5 5.0 5. 5 5 . 2 4.3 6.0 10.3 
n 4.6 IT n IT 4.1 n 9.1 
3.7 3.4 4.3 8.0 6.6 6.8 6.6 16.9 

4.0 3.7 4.9 6.8 1. 1 18.0 27.6 13.0 
4.1 n D 1.0 n 18.7 26.1 12.3 
2.8 3.3 4.5 5.5 9.0 14.4 36.0 18.1 
1.1 -14 . 2 4.7 9.6 t5.a 16.7 26.8 6.0 

2.4 -0.1 4.0 6,8 10.0 14.2 19.5 9.0 
2.0 -0.5 4.0 7.0 10. l u.8 18 . 2 1.1 
D 4.2 1.9 -o.i TO 16. 1 21.5 2.9 
1.6 1.5 5. 3 15.2 ll.O 15.6 26 . 4 10.1 
2.9 1.6 3.7 6.7 8. 1 12.3 10.1 4.7 
1.3 - 9.0 5.3 7.6 12.2 9.1 5.4 7.8 

3.8 1.4 4.0 6.0 9.6 15.5 23.6 12.7 
3.4 D n 3.i D 15.6 28.8 16 .4 
3.2 2. 2 3.7 5.6 7.6 16 . 4 21.5 12.8 
4.4 2.9 4.9 7.9 6.9 14.5 27.1 10.4 

-0.9 - 9. 7 3.4 3. 1 6.9 8.7 23.5 ~1.3 
2.0 -8.3 7. 8 9.3 12.2 15 . 6 11.7 2. 3 
4.6 3.5 5.9 5.6 12.1 18.8 24.0 13.3 
4.1 3.5 3.3 11.6 7.4 11.7 24.6 14.3 
5.4 2.0 3. 2 6 .0 8.5 13.5 16.3 7.0 
4.7 4.2 2.9 4.9 14.5 17.4 29.8 ll .O 

2.8 2.8 4.7 6.0 7.1 9.8 14.3 12.1 



~: RATES OF CHANGE OF REAL GROWTH AND US DOLLAR GNP DEFLATORS: 19 75-77 
- -- - --- -- - - - - --- ---- -- - -- -- - --- - - -------- - - - - - - - - -- - - - - -- - -. ·- - - - - - ---- - - - - . - ----- ---

(Percent per annum) 

1974 GHP Real GDP Growth ~ GDP Defiator 
(billion $US) i21i 1976 1.211 19r 1 976 1.211 

Ncrth America 1,54g·30 -w 5.98 5.02 9.02 
u.s. 1 ,.39 .oo -1. o.1 ~ 9.3 
Canada 14$.30 , • 1 4.9 3.3 6.4 

Ja:ean..OCeania ~ 2.14 ~ 5.41 w Japan 0 2.4 .3 0.0 
Australia 78.39 .1 .5 3.6 2.7 5.7 
Nev Zealand 13.36 -3.0 -1.1 0 -5.1 

Total Europe 1,330.88 -1.94 4.26 2.94 19.13 
Major ~ -2.09 4.69 2.92 ~ France 2 • o.r ~ 372 2 • 7 

Germany 384.53 -3.2 5.6 4.2 13.9 
Italy 149.81 -3.5 5.6 1 .5 16.8 
U.K. 188.99 -1 .a 1.4 1 .o 20.0 

Other 341 .45 -1 .50 3.02 2.99 , 9.113 
Austria 33.00 -~ r.2 4.0 16.8 
Belgium 53.42 -1.9 2.3 2.8 19.0 
Denmark 30.40 -1 .1 5.5 1. 9 18.7 
Finland 22.03 0.5 0.2 3.0 , 8.8 
Ireland 6.73 -o.5 3.0 4.0 16.4 
Netherlands 69.18 -1 .1 4.2 4.0 18.0 
Norway 23.30 3.5 6.0 7.0 16.6 . 
Sweden 56.10 0.6 1.5 1.0 22.6 
Switzerland 47.29 -7.6 0.5 . 1.7 23.0 

TOTAL OECD NORrH 3,421 .23 -1 .1 0 5.28 4.29 12.30 

~: 1 975 figures are revised; those · tor 1 976 an preliminary; 
those tor 1 977 are forecasts based pa.rtl:y' on very prsliminary 
data. 

w .1 ~ 
12.9 1 .o 

*l 1,. 71 
13.5 

6 • .3 0.5 
_,. 9 11.0 

-0.77 8.85 
-~ 8.18 
-1.7 w 
0.7 10.0 

·-7 .6 , 1 • 7 
~.1 7.5 

4.44 10.65 
2:7 12.$ 
3.8 14.5 
3.5 10.2 
7.9 9.0 

-2.5 8.9 
4.3 13.5 
4.1 11 .o 
5.8 11 .6 
5.0 0.5 

3.19 7.69 

8/7i 



A. 4: INDICES OF 

~ 1956 1221. 1.22 ~ ~ 

North .Aaurica 66.0 ~ ¥o:t ~ M ~ United Staba ~ .1 1 72.3 13. 
Canada 68.7 72.~ 76.5 17.0 80.0 60.) 

J~an-Oceania 57.2 59.6 61.9 M 63.0 66.6 
Japan ~t:J rr.-1 ~ ~ ~ 
.luatralia ~.o 67.2 69.1 69.~ 71.1 7~.2 
Yow Zealand 78.6 81.2 81.6 83.5 85.6 88.0 

Wutem iltro~a ~.2 67.) 66.9 69.6 66.1 70.1 
MAjor ~ 68.8 M ~AJ 66.6 71.) 

fr1Al1C8 . 83:T 74.0 rr.r 
G.raMny 53.9 55.6 57.) 59.6 ~6.0 62.2 
Italy 56.6 61.0 62.2 63.7 63.9 65.3 
United lingdoa 65.7 70.0 72.5 75.5 76.1. 71.) 

Otber iH 62.0 6).7 6).6 64.5 66.2 
Auatrla .) ~ w.f ~ l)1:'4 ~ 

&lii:i\111 64.3 67.0 69.0 70.1. 70.6 7t.5 
Donaarlc 53.2 55.7 56.1. 57.5 59.7 60.7 
Finland 61,.) 91.9 87.6 76.7 77.6 79.5 
INland 60.2 62.1 ~.0 68.0 69.5 69.8 
Nether lando 1.9.7 51.3 5!&.3 55.9 57.1 58.7 
Yorwa,y 55.1 59.2 62.4 61.1& 63.2 64.7 
Swedan 51..4 57.6 60.0 61.1. 61.9 65.1 
Swi turlmd 58.2 59.0 60.4 62.6 62.4 64.7 

!2m 64.9 ~ ~ 1.hQ 1Q:! 1hl 

Sources: Tables A.S and A.6. 

1!/ Ho dbtinctioo WlUI Blade between ODP and GNP 1n thi:J tablo. 

e Preliainary astt.ate. 

us DOLLAR GDP DEFLATORS 

(1970;:=100) 

~ 1962 . 1963 ~ 1965 

JH ~ M tH 81.1 . 8i:2 
17.3 1~.2 71..7 76.6 79.2 

68.8 70.8 n.t. 76.0 79.la 
~ ~ '7Q.) m m; 
71..9 15.6 78.1. 80.3 62.6 
68.1 92.~ 94.6 97.6 99.5 

1).0 76.1 76.9 82.5 65.0 
74.2 77.5 60.6 83.1 85.8 
79.'1 8J.! Btr.1f 9r.li ~ 
67.) 70.4 72.6 75.0 17.4 
67.1 10.9 n.o 81.5 84.5 
79.8 63.0 84.5 86.2 91.7 

68.6 71.) 72.2 76.) 62.1. 
12.1 8:9 'ilr.1 81.T 8)3 
72.) 73.3 75.5 79.2 8).2 
6).3 67.6 71.5 74.7 80.) 
82.0 84.1 86.6 95.6 99.7 
71.5 71..9 76.6 8).3 87.1 
62.4 61..9 68.2 13.6 76.5 
66.2 66.2 69.7 n.5 71.1 
68.0 70.5 62.3 76.0 80.4 
67.5 71.2 74.5 78.2 81.0 

Th2 ~ 78.0 ~ 62.) 

.I 

OF OECD NORTH: 1955-74 !!I 

1966 1967 1968 1969 ~ !21!. 

83.9 86.~ 
~ ;H 100.0 10$.2 

~ Bo.t 0 iOO:O ~:T 
62.6 65.9 86.6 92.6 100.0 106.6 

82.6 66.1 89.3 93.6 100.0 107.7 
sr.r ~ 89.T W-) ~ ro:-r 
85.~ 87.8 90.7 94.6 100.0 109.0 
99.6 101.5 87.1 91.2 100.0 . 115.6 

86.0 90.1 90.0 93.7 100.0 110.0 

M 90.3 89.8 93.4 100.0 110.1 
~ 98:1 TM:! 'fO(f.(f roo.~ 

19.9 81.2 62.4 86.8 100.0 11).0 
86.5 89.0 90.4 93.7 100.0 108.1 
95.7 96.9 88.2 92.9 100.0 112.2 

66.1 89.4 90.7 94.4 100.0 109.6 mr.o 9n W,iT ~ roo:o l09.'f 
86.5 69.3 91.3 94.7 100.0 107.6 
62.) 65.9 86.4 92.1 100.0 106.9 

104.8 103.9 93.6 97.0 100.0 106.9 
90.6 92.6 84.9 91.5 100.0 112.2 
62.6 86.4 69.4 94.7 100.0 112.1 
6o.5 63.8 66.7 89.6 100.0 107.4 
85.0 89.6 91.~ 91&.) 100.0 tolLS 
84.9 88.9 92.6 . 95.3 100.0 114.5 

~ 6].1 2£:.1 91 •• 3 ~ ~ 

• 

!m. 1913 

109.8 HH 1o9.L . 
113.6 121.3 

127.1 162.1 
Tn:-f mr.r 
12~.7 169.6 
135.1 111.) 

125.6 150.1 
125.3 146.1 
m:r tw.O 
1)0.6 165.1 
121.4 1)). 7 
122.1. 129.0 

126.6 156.5 
m:1' m:) 
125.) 152.2 
122.4 155.6 
116.2 11.3.5 
129.7 1~.9 
133.2 165.2 
120.0 1la9.5 
12).2 143.3 
134.1. 174.4 

117.6 134.4 

197~ 

128.3 
m:T 
1~1.6 

163.2 
f1Rcr 
200.) 
181.6 

16).6 
159.5 
1n:J 
181.9 
140.0 
1)9.0 

176.4 
T88':0 
171.7 
171.6 
17!&.1 
11.6.2 
167.1 
170.9 
153.4 
197.6 

150.6 

' I 

I • 

. I 

I 



A.5: INDICES OF NATIONAl. CURRENCY GDP DEFLATORS OF OECD NORTH: 1955-76 !!.1 

(1970~100) 

!952 19~)6 1 'J57 1956 \ 1~59 1960 1961 1962 196j 196~ 196!> 1966 1967 1966 1%9 1970 !.21.!. !.ill. l21l 197ia 1975 1976 

Noa·th AJ11adc14 65.0 60.1 '/0. 7 72.3 n.5 71t.9 75.6 76.9 78.2 79.1& 81.2 61&. 1 66.6 90.~ 95.0 100.0 lOit. 9 109.2 115.9 12'/.6 139.7 147.4 
UniltHl Statuti ~:-n- l"iJ:T ?0.7 12.3 1U 70 1n 1'f.O 1lf.J ?fl ~ rw.o llb.l& ~ 9U 100.0 10r.f T09.I& ITQ i27.T 138.9 146.0 
C61.0ad». 65 .. , 66.2 70.2 71.6 13.5 71 •. 6 75.0 76.0 17.2 79.3 61.6 65.L 66.7 91.6 95.5 100.0 10). 1 106.0 116.2 1)2.8 147.0 161.0 

:!,!eA&n -Ocvuniu s~ 50.6 61.0 ~.t, 62.0 6S. 1 66.0 '/0. 1 1),0 75.7 79.1 82.6 66.1 09.7 9).6 100.0 10S.o 110.9 121 •. 0 u.s.a I 161,1 173.7 

J~&pan ~1. 7 ~r.:o ~7.0 .2 m 01:2 l'>Di Olr.T rr:2 1II.J ?a:T 02.0 8).ff B9.b 9r.O lOO.O lOa T09.1i m-:r ~I 
151.8 m:9 

Au.,tr~&lia 61t. 1 6'/. 2 69. 1 69.0 70.8 '1).9 71t.7 75.5 70.) 8o.L 82.6 65.5 87.9 90.8 95.0 100.0 106.9 116.5 1)).) 155.4 180.1 205.0 

N.,\1 Z"aluud 6J.la 6S.It 65.6 66.9 66.6 10.6 10.6 7L.1 76.2 78 •. , 60.1 6o.1. 8ta.o 87.2 9.1.1t 100.0 11).) 126.0 llt0.6 1l.L.8 
160.1 189.5 

Wa1Jluru t.~u·ol!!!. S6. 1 su.o 61.1 6J~. 2 65.6 6'{. I 69.6 '12. 5 '15. '/ 76.7 61.2 m •. 2 86.6 89.6 91&.0 ~00.0 101.L 114.3 12).0 1)6.0 154.8 168.1 

Hu~r •)6. 2 ')2.0 61.1 ~ 66.1 6t8 1~ 7'i. s ~6.8 !H ow ~ BH 89.2 9J.O 100.0 10H !!hl 122.~ lJU 155.3 111.2 
aa.ce ~o.o ~2:0 ~5:7 ) r;o.-2 l .ll 10. ?lj.O B:7 1.9 'T. • 1 a •. mr.o 9r.:lf 100.0 10;:~. 112.) . 1)). 9 151.2 165.7 

O~:a·111uny 6'' ') 6J •. 1 M.o 68 •. 69.1t 71.1 11t.2 1'/. 2 79.6 81.7 81t.7 07.7 88.6 90.2 9J.It 100.0 107.9 lllt.2 121.0 129.) 139.8 144.0 
~ ... .:;~ 

Ttuly !){Lit 60.0 62.0 6J.S 6).3 61 •. 6 66.1. 10.2 76.) 81.1 01&.2 86.1 86.6 69.9 93.:1 100.0 106.6 112.9 121~. 3 1LS. 2 170.3 200.6 

Uni tod Kln1:dou& 56. It 60.0 62.2 61..4 65.2 66 .0 66.2 70.6 72.) 7lt.O 78.6 62. 1 81..7 66.) 9). 1 100.0 ll"\,Q 117.1. 126.2 tlt2.S 180.7 208.9 

Othu•· t;•i.O .:;U.2 6~ 62.1 6"LO 6H §.hi 69.0 1•-j, 75. 'I '19. 7 6.1.5 07.1 90.1 9lt.S 100.0 107.0 111..0 121t.6 1.17.1 153.4 166.7 
Aw;tr·h bO.f; 6"i:O b5.9 oo:l bf:1 b9. 1].2 75.9 1n. !D) nn B;/.9 90:9 9).0 9b.1 100.0 10~.2 Ti2.1J m:o U6:1 148.3 156.9 

Hal ~lull& 6S.O 6'/.lt 69.0 70.7 71.2 71.8 . 72.6 7).5 '/5.6 '/9.) 8).2 66.8 89.lt 91.6 95.6 100.0 IOS.J 111. 1 119. s 1)1 .. 1 151.3 164.9 
JklJIIM.:&l'lc ~..~.0 5l.J 51.9 $2.9 Sit.~ 55.6 50.) 62.2 6!).6 66.9 71&.0 7~.8 80.0 88.2 92.9 100.0 105.6 lll.9 125.5 1)9. {. 156.2 110.0 
~-J uliJid 1.6. l 50.) Sit. I 51l.) 59. 1 60.It 62.) 6).9 67.9 73.1 76.2 60.1 81t.6 93.7 96.9 100.0 106.6 IlL. 9 I)O.lt ISS.L 181.0 204.0 

lroluud 51.7 5).2 51,. 9 !)8.0 59.) 59.6 61.1 6).9 65.5 71.5 7h.6 71.9 80.9 85.0 91. '/ 100,0 110.0 12lt.4 1Lt.6 15).1 188.3 226.0 

w.,thudll.uda 52 .It st •. J · S'l.Lt sa.!) 59.6 61.2 62.1 61 •. 7 67.9 73.6 76.1 82.7 86. 1 09.5 91..9 100,0 lOO.L 116.2 12'/, 7 o9.1 I 154.4 168.3 
145.8 158.4 

WonlllY ss.o 59. I l.2.) 61.) 63.0 61 •. 6 66.2 60.1 69.7 1).6 17.1 8o.s 63.8 06.6 . 69.6 100.0 105.8 110.6 120.6 1)2.5 150.5 167.0 
S1111dun Sit. :1 57.2 59.6 61.) 61.8 61t. 9 6'1. 0 70.1 72.) 7S.5 80.0 05.1 89.2 91.1 91t. 0 100.0 106.9 11). 1 120.7 1)1.3 145.6 148.1 
Swl tzoa·lund 5"/. 9 S0.7 60.1 62.5 6'1..6 61 •. 6 67.6 7l.lt 71..7 78.1. 01.) 65.p 89.) 92.1 95.lt 100.0 109.) 119. 1 128.1 1)6.6 

149.0 160.0 . 

1'01'Al. 6~.2 61,.6 6'/. () 60.9 '/0.) 71.U n.o 7lt. 9 n.o 76.9 01.0 61t.O 66.5 90.1 91t.S 100.0 105.0 111.) 119. s Olt.O 

Sourco:~: Ol!:CO.~u~th !duugltt~, 19!.i5-191J. 
OECU.tl u.tlonil.l Accoun t:t, 196l-1973. 
01£0, Ecof~IIIOOk:" No. 20, Duct:aubtn· 1')76. 

~ No di.:JlinL:Liou ua!j mad<! llulwoun (jQp anJ GNP in this lablo. 
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A.6: EXCHANGE-RATE INDICES OF OECP NORTH: 1955--76 
(national currency/US·~ollar; · l970~100) 

. . . . . .. - . · ~ . 

!.2a 19~6 !ill. 19$6 1959 ~ 1961 1962 ~ 1964 1965 1966 !2.2! ~ 1969 19]0 !21.1 !lli !ill. 197~ illi 1m 

Auatr&l.ia!/ 99.56 99.75 99.55 99.63 100.11 100.00 100.06 100.10 100.10 100.24 100.00 98.04 93.40 76.59 77.60 65.07 91.11 
Austria 100.21 100.21 100.31 100.32 100.1.1 100.52 100.46 99.94 99.92 99.90 99.69 99.93 99.93 99.96 100.02 100.00 96.32 89.)6 75.69 72.26 67.33 69.35 
BelclUII 101.17 100.54 101.16 100.U 100.64 100.42 100.1d 100.2) 100.43 100.19 99.91 100.36 100.07 100.56 100.9.7 100.00 97.66 68.64 78.49 78.46 71..07 17-74 
Canada 95.68 94.24 91.82 92.91 91.86 92.85 97.02 102.)1 103.)1 103.31 103.25 10).19 10).)2 103.20 10).1) 100.00 96.71 ~.88 95.78 93.65 97.41 ~.43 
Denaarlc 92.07 92.07 92.07 92.07 91.91 91.93 92.11 92.02 92.o6 92.22 92.21 92.12 93.11 99.80 100.26 100.00 98.76 9).0) 80.67 81.27 76.62 6o.61 

•'inland 51~. 72 54.72 61.74 75.99 75.99 75.99 75.99 75.99 76.46 76.1,4 76.43 76.h5 61.41, 99.94 99.66 100.00 99.95 98.66 90.90 69.26 67.5h 91.52 
Jo'rance 6).)0 6).)0 66.54 76.98 86.71 66.71 68.1) 86.64 68.6!, 88.64 68.65 66.66 69.00 89.56 94.05 100.00 99.67 91.2) 8o.56 67.00 n.sJ 66.45 
0..--ny 115.)9 115.29 115. 2) 114.99 141~. 61 114. )6 110.21 109.64 109.32 109.01 109.54 109.66 109.)2 109.47 107.64 100.00 95.47 87.45 73.29 71.06 67.46 69.05 
Irabnd!/ 85.84 85.70 as. 11 85.27 85.30 85.)) 85.h9 65.)) 65.56 65.81 65.69 85.78 87.34 100.10 100.2) 100.00 98.05 95.92 97.76 102.48 106.)1 1)).)0 
ltdy 99.66 99.66 99.66 99.61 99.0) 99.00 99.03 96.99 99.11 99.57 99.64 99.57 99.51 99.40 100.02 100.00 96.60 92.99 92.96 103.70 10h.10 132.71 

JMpan 100.74 100.47 100.1,7 100.1.7 100.51 100.1~9 100.64 100.75 100.93 100.07 100.93 101.17 101.12 100.67 100.06 100.00 97.43 66.00 76.00 81.39 62.87 62.80 
Netherland~ 105.41 105.89 105.65 104.66 104.37 101,.29 100.43 99.63 99.57 99.13 99.55 100.07 99.61 100.09 100.02 100.00 96.62 88.74 17.30 71..35 69.9) 73.11 
Mew Za&l.an 80.67 6o.55 80.61 80.14 60.17 80.21 80.)6 8o.2) 80.42 8o.64 80.52 80.57 82.71 100.10 100.24 100.00 97.85 93.26 62.o6 79.72 92.86 111.61 
Norway 99.66 99.66 99.68 99.66 99.75 99.61 99.94 99.·67 100.0) 100 IS 100.05 100.05 100.05 99.94 99.96 100.00 96.55 92.18 60.67 77.51 7.).1) 76.35 
s-den 99.74 99.35 99.75 99.76 99.79 99.66 99.64 99.41 100.05 99.)3 99.46 100.07 99.54 99.65 99.69 100.00 98.49 91.6) 84.21 65.60 6o.o6 6).99 

Switzerland 99.43 99.42 99.1,4 99.1.5 100.25 100.20 100.21 100.)2 100.26 100.20 100.40 100.)7 100.41 100.1) 100.o6 100.00 95.47 68.60 73.46 69.12 59.88 51.99 
lkli ted King do. 65.81, 85.70 85.71 85.27 85.30 65.)1~ B5.5o 85.33 85.56 85.80 85.69 65.78 87.39 100. 10 100.21, 100.00 98.05 95.93 97.80 102.49 106.)1 1)3.28 

!! These indices are derived from annual figures which diller slightly from those in the country 
paaes of IFS. 

Source a DtF Data Fund J 1a.f' ratea 



1954 

1955 

1956 

1957 

1958 
'-

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

Table A. 7: "NEW" AJ.'ID "OLD" US DOLLAR INDICES OF UNIT VALUES OF 
EXPORTS OF ~~ACTURES FROM DEVE!OPED COUNTRIES; . 

Machinery 
SITC 7 

New Old 

70.0 

70.0 84.5 

73.0 86.4 

76.0 88.2 

80.0 85.3 

80.0 83.4 

81.0 85.0 

83.0 85.9 

85.0 86.7 

85.0 87.6 

86.0 88.7 

89.0 89.5 

91.0 91.2 

92.0 91.9 

91.0 90.6 

89.0 93.7 

100. 0~ 100.0 

112.0 107.8 

123.0 118.6 

142.0 136.6 

159.0 155.6 

188.0 179.6 

GLOBAL WEIGHTS~/ 

(1970 = 100) 

Other Manufactures 
SITC 5 6 8 

New Old 

87.1 

88.6 80.8 

92.5 83.1 

93.3 85.8 

92.6 86.2 

90.2 85.8 

91.9 88.6 

91.7 88.4 

91.1 86.9 

90.8 86.8 

91.5 86.4 

93.4 88.3 

94.7 90.2 

93.2 90.3 

92.2 90.6 

94.0 94.3 

100.0 100.0 

101.2 103.4 

109.6 108.1 

134.0 130.0 

172.2 165.4 

186.8 182.0 

Total Manufactures 
SITC 5-8 

New Old 

79.8 

80.7 82.4 

84.0 84.6 

85.6 86.9 

86.9 85.8 

85.8 84.7 

87.2 86.9 

87.8 87.2 

88.4 86.8 

88.2 ' 87.2 

89.1 87.5 

91.4 88.9 

93.1 90.7 

92.7 91.1 

91.7 90.6 

91.6 94.0 

100.0 100.0 

106.1 105.2 

115.7 113.6 

137.7 133.4 

166.0 160.6 

187.4 180.8 

~/ Inter~ationa1 Price Index (!PI). The "old" series are based on fixed 
1972 shares of each of the major industrial countries (U.S., Japan, 
France, ~-lest Germany, Italy, U.K.) in their combined ex-port:s; the 
series are based on ~oving sha~es in 1970 prices for all developed 
countrias. 

Source: "Old" series: EPD/IE, "Price" memo of January 25, 1977. 
"New" series: U.~., Monthlv Bulletin of Statistics, 1966-71 

and June 1977 issues. 

~/EPDIE 



• Table A.8: 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

"NEW" US DOLLAR INDICES OF UNIT VALUES OF EXPORTS OF 
MANUFACTURES FROM DEVELOPED COUNTRIES: BILATERAL WEIGHTS~/ 

Chemicals 
SITC 5 

123 

120 

123 

124 

119 

114 

113 

110 

106 

104 

104 

107 

.105 

102 

94 

97 

100 

103 

107 

140 

215 

221 

(1970 = 100) 

Machinery 
SITC 7 

73 

74 

76 

80 

83 

84 

86 

87 

88 

88 

89 

92 

93 

97 

89 

87 

100 

113 

127 

148 

165 

201 

Other Manu£. 
SITC 6 & 8 

83 

84 

88 

89 

88 

87 

89 

89 

88 

89 

91 

93 

94 

93 

89 

93 

100 

102 

111 

134 

177 

198 

Total Manu£. 
SITC 5-8 

81.6 

82.4 

84.9 

87.4 

88.2 

88.2 

89.9 

90.3 

90.0 

90.2 

91.6 

94.2 

94.9 

96.2 

89.7 

90.3 

100.0 

107.7 

118.6 

142.0 

175.3 

202.3 

~/ Bilateral weights: shares in exports from developed to developing 
count-ries. 

Source: U.N., Monthly Bulletin of Statistics, 1966-71 and June 1977. 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. RobertS. McNama DATE: November 15, 1977 

FROM: I.P.M. Cargill 

SUBJECT: Future Ro 1 e of the Bank 

Messrs. Gabriel, Wood and I have seen most of the Executive 
Directors either together or separately. There are some patterns in 
their thinking now eme_rging. 

Mr. Fried came to see me early last week and the three of us 
saw him together last Friday. In addition, he has talked to several 
other Exe.cut i ve Directors and to Mr. Damry. When he saw me, he said 
that he would like to have the discussion on November 17 kept to 
'procedural' matters. When I questioned him about the meaning of this 
he was very vague and so I suggested that after we had talked to other 
Executive Directors we should meet with him. On Friday evening he was 
a bit clearer. He said he had had no instructions from the Treasury and 
would certainly have none for some time. The Treasury was completely 
preoccupied with problems that seemed more pressing, e.g., the supplemental 
appropriation for IDA 4. However, he understood that some position had to 
be taken by the end of March and felt that by then the Administration's 
position would be clarified. However, in the meantime, he and his col­
leagues in the Treasury were concerned lest the word should get out that 
a major capital increase for the Bank was about to be agreed without any 
consultation with Congressional leaders, and for this reason he would 
prefer to have the discussion about the amount taken up later in the 
schedule of talks but had no objection to discussing other issues, both 
those that would be relevant to the size of the ca-pital increase and others 
that were tangential to this issue. Yesterday he spoke to Mr. Damry and 
to some Executive Directors and is reported to have said again that he 
would prefer to keep the discussions next Thursday confined to procedural 
matters. I have the impression that he is quite confused. 

In addition, it could be said that the Part I I countries, Belguim, 
the Netherlands, and the Scandinavian countries support our proposals. 
Other countries have reservations on several points. 

A consensus seems to be emerging among the developed countries 
in favor of a figure of $30 billion for the increase. Mr. Fried says that 
this is the outer limit that could be supported by the United States. 
Mr. Drake believes anything larger than this would raise difficulties in 
Canada. The United Kingdom says that the figure of $40 billion was deliber­
ately taken out of Mr. Healey's Annual Meeting speech and vaguer words were 
substituted for it; they believe they could support a figure above $30 
billion but not as high as $40 billion. The Germans are already planning 
on $30 billion but Mr. Janssen indicated that there is some, if not great, 
flexibility in this figure. Mr. Janssen emphasized that a capital increase 
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of this size had the full support at ministerial level of all the ministries 
concerned. Mr. Murayama has neither instructions nor views on this point. 
He said that Japan was doing what it normally did, namely to wait to see 
what Germany and the United States would do. Mr. Wahl sees the capital 
increase as but one element in a broader negotiation between the North and 
South. He thinks France will be reluctant. to play this 11 trump card 11 before 
the other negotiations (e.g., on the Common Fund) reach the decision stage. 
Mr. Johnston said that he could take no position on account of the elections 
in Australia ·next month; but in general he said the attitude towards 
further growth in Bank operations has gained increasing support over the 
last year in Canberra. Subject to certain reservations, which I mention 
below, he expected Australia to fall in with the consensus that emerged. 

With regard to the rate of growth, the range of 10-12% per annum 
in nominal terms seems to be where most people would reach agreement. How­
ever, Mr. Janssen, Mr. Drake and others are much exercized about the rate 
of inflation that the Bank has forecast on the grounds that it is politically 
unacceptable. Fair support seems to be emerging for a suggestion that we 
not discuss projections of the rate of infl~ti~n not only on political 
grounds but because forecasts of this kind are extremely unreliable and might 
result in long basically irrelevant discussions about the methodology used. 
In other words, it is suggested that if a consensus can be reached for, say, 
11% growth rate in nominal terms, it should suffice simply to note that this 
will permit substantial growth in real terms. 

With regard to the order in which the various topics should be 
discussed, there seems to be support, albeit for different reasons, for 
Mr. Fried's wish to leave the amount of the capital increase until the end. 
Mr. Murayama says his authorities are very concerned lest word should get 
out that agreement was being reached on a figure such as $30 billion at a 
time when a budget is about to be presented for a special increase and he 
would therefore prefer on this point not to take a position until . the end of 
February or the beginning of March. Indeed, he would prefer not to have any 
discussions about it u~til then. 

A number of Executive Directors wish to have discussions about the 
implications of continuing IBRD growth at a rate of 10-12% per annum. As 
Mr. Johnston put it, such discussion will be useful in providing officials 
with material they can use in selling the capital increase to parliaments. 
While he has no doubt that his government will support a major capital 
increase, he thinks it important to satisfy officials in the Treasury on 

11 how the money will be used11 as a means of obtaining full support for a large 
capital increase. He has asked Canberra to give a list of 11businessman's 
questions 11 concerning the future operations of the Bank, but he has not yet 
received a reply. 

Other Executive Directors (Ryrie, Drake, Murayama, Fried) echoed 
this theme. The issues they suggested for discussion fall into three 
categories. First, on the lendi'ng side they wish to discuss what might be 
called the absorptive capacity question. The issue is not whether there are 
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sufficient good projects to support real growth of 5%, but rather whether 
growth at this rate is compatible with the emphasis we are placing on new 
style projects. No doubt the Wall Street Journal article on Indonesia has 
helped to crystalize this issue. The second and closely related question 
concerns the size and administrative character of the Bank. This was 
raised by Fried. Ryrie, Murayama and Johnston. The third issue is the 
capacity of the financial markets to support the IBRD borrowings needed to 
fund a commitment program growing at 12% per annum. In Janssen's mind, as 
well as others, thii issue is closely related to the Bank's financial 
position and especially its reserve adequacy. 

While each of these issues could be considered "tangential" to 
the political decision which will eventually be made about the size of the 
capital increase, I believe that on the 17th we will have to bend in the 
direction of accepting a limited discussion of them at subsequent meetings. 

cc: Mr. Knapp 
Mr. Damry 

I MPC/DJW: aj 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUrv1 
CONFIDENTIAL 

DATE : November 15, 1977 Mr. McNamara r 
DECLASSIFIED 

ov 3 0 2012 
P. N. Damry # 4'1~ · v· (1,,;. 
Capital Increase Discussions WBGARCIDVES 

1. Mr. Cargill will have given you a fuller account of talks with 
Directors; but I should bring to your notice that Mr. Fried has twice 
in the last week taken it upon himself to tell me that he thought the 
meeting on the 17th would ~al with what he calls procedural aspects, 
i.e. "discuss as to what the Directors should discuss". He made the 
point strongly that a great deal of time would be required simply to 
identify the determinants regulating the size and character of the 
increase. I told him that, while no doubt these determinants would 
have to be identified-and we have indeed pointed out two for discussions 
on the 17th,-! understood that it was the desire of the Executive 
Directors generally to commence substantive talks in a purposeful and 
a business-like fashion on the 17th. Mr. Fried accepted this statement 
with reserve. Mr. Fried would almost certainly start off by asking 
that we discuss questions like "Is the Bank too big?, are we too relaxed 
in our lending procedures?"--in other words, the sort of questions we 
hoped were well behind us. If he does so start with these, there will 
be a great deal of impatience on the part of LDCs, among whom, Dr. Sen 
for one would argue "let us start with a figure of $40 billion and if 
we find that the inflation rate is smaller, that will last us for many 
more years than anticipated; but if inflation is higher we may have to 
come back £or a further increase sooner than we expected". Dr. Sen's 
$40 billion is based simply on the doubling of the capital increase 
recommended by many Governors. I do not think that the more cautious 
Part I Directors like Messrs. Drake and Janssen or the French would go 
along with such an argument. 

2. Mr. Fried seems meanwhile to have been talking to Messrs. Sen, 
El-Naggar and others on the same lines and I have advised that the LDCs 
should not merely confine themselves to G-9 meetings but should try to 
arrange a meeting of minds with Messrs. Janssen, Drake, Magnussen and 
Looijen. 

3. Messrs. El-Naggar and Sen as late as this afternoon told me they 
had a clear impression from Mr. Fried that he wanted to go no further 
on the 17th than procedure (in the ~ loose sense described above) and were 
perturbed with what they saw as delaying tactics. They feel, about 
Mr. Drake also, that while he will be ready to take a constructive 
attitude towards discussions leading to a rJWge of figures as the upper 
limit of the capital increase, before even . bringing ~a figure to 
a semi-final stage Mr. Drake would want a review of the other (including 
"tangential") issues, particularly administrative implications • 

. . . /2 
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4. The question then is how one starts on the 17th: can we assume 
a desired rate of real growth in lending without first going into the 
nominal rate and if that comes to 14 per cent, can we avoid a seemingly 
premature discussion of our administrative and physical capacity to 
handle that extent of growth? Another question which could be asked at 
this point could be regarding the absorptive capacity of borrowers. 
If so, Mr. Sen would argue that since we are talking only of commitments 
and not actual withdrawals, absorptive capacity is not relevant; but 
this argument can be carried too far because commitments must become 
disbursements within a reasonable period. 

~ul~~~{~, 
5. My advice~would be that you should commence with the details of 
a case for a real rate of growth of 7 per cent in lending. That will 
focus attention on a point of departure which would give the succeeding 
talks some direction; otherwise, with Mr. Murayama only too anxious to 
procrastinate and Messrs. Drake and Magnussen only too keen to start 
parallel talks on "tangential" issues, we may, if the meeting is simply 
thrown open to the Executive Directors, without an initial and somewhat 
detailed "presentation", get a somewhat discursive and unpurposeful 
discussion over a wide range of subjects, with no real step achieved 
towards establishing a figure for lending to serve as a starting point 
for the next round. 

6. One other way,which I favour, could be to start with a case for 
a 14 per cent growth in nominal terms and to say nothing at this stage, 
about growth in real terms. That gets over the difficult discussion of 
inflation in which that we might otherwise get bogged down. I have a 
feeling Mr. Janssen would be relieved if we confined our initial talks 
to "nominal" figures. He would be strongly opposed to accepting an 
assumed inflation rate of 7 per cent . in the initial stages. 

' 
7. At the same time, clearly we would not want, nor would the 
Executive Directors be ready, to come to any very definite conclusions 
on any sort of numbers on the very first morning. I ~~~igest we aim to 
b~ng ~ matters,within the first two sessions, to~tage of tentative 
conclusions on the growth of lending as would permit the Executive 
Directors to report to their Governments for instructions. 

PNDamry:ets 
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