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Assumptions and Conventions 

A number of assumptions have been adopted for the projections in the 

report. It has been assumed that the average real exchange rates for the major 
currencies in August 1990 will prevail through the end of the forecast period: 
that "present" policies of national authorities will be maintained: that the 

average price of oil will be $20.59 a barrel in 1990 and $22.75 a ban·el in 1991 

and thereafter the oil price will remain constant in real terms: and that the six
month U.S. dollar LIBOR will average 8.4 percent in 1990 and 8.0 percent in 
1991. These are, of course, working assumptions rather than forecasts, and 
the uncertainties surrounding them add to the margins of en·or that would in 
any event be involved in the report's projections. The estimates and projections 
themselves are based on statistical information available on or before Septem
ber 10, 1990. 

The following conventions have been used throughout this report: 

to indicate that data are not available: 

to indicate that the figure is zero or less than half the final digit shown: 

- between years or months (e.g., 1989-90 or January-June) to indicate 
the years or months covered, including the beginning and ending years 

or months: 

I between years or months (e.g., 1989/90) to indicate a crop or fiscal 
(financial) year. 

"Billion'' means a thousand million. 

Minor discrepancies between constituent figures and totals are due to 
rounding. 

* * * 

The term "country" used in this report does not in all cases refer to a 
tetTitorial entity that is a state as understood by international law and practice. 
The term also covers some territorial entities that are not states but for which 
statistical data are maintained and provided internationally on a separate and 
independent basis. 

VII 
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Preface 

The projections and analysis contained in the 
World Economic Outlook are the product of a 
comprehensive interdepartmental review of world 
economic developments by the staff of the Inter
national Monetary Fund. This review is carried out 
biannually and draws on the information the Fund 
staff gathers through its regular and special consul
tations with member countries, as well as the ap
plication of econometric modeling techniques. The 
project is coordinated in the Research Department 
and draws on the specialized contributions of staff 
members in the Fund's five area departments. to
gether with those of staff in the Exchange and Trade 

Relations and Fiscal Affairs Departments. The World 

Economic Outlook has been published annually 
since 1980 and biannually since !984. 

An earlier version of the material in this report 
was the basis for a discussion of the world economic 
outlook by the Fund's Executive Board on Septem
ber 5 and 7. 1990. The present version has benefited 
from comments made by Executive Directors. How
ever. the descriptions of developments and policies 
that the report contains. as well as the projections 
for individual countries. are those of the Fund staff 
and should not be attributed to Executive Directors 
or their national authorities. 

IX 
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Introduction 

After several years of rapid expansion that brought 
many countries to historically high levels of resource 
utilization. the growth of the world economy is 
projected to slow to about 2 percent i n  1990 from 
3 percent in 1989. The global slowdown would reflect 
a moderation of growth in both industrial and de
veloping countries and a contraction of output i n  
Eastern Europe and in  the Union o f  Soviet Socialist 
Republics. fn 1991. the expansion in world output 
is expected to pick up to 21/:! percent, reflecting 
stronger growth in the developing countries. 

Real GNP in the industrial countries would rise by 
21/2 percent in both 1990 and 1991, down from an 
average of almost 4 percent in 1988-89. Significantly 
slower growth is projected in 1990-91 in North America 
and the United Kingdom, but growth is expected to 
remain relatively strong in other countries, including. 
in particular. Japan and the Federal Republic of Ger
many. With rates of capacity utilization remaining 
relatively high, and reflecting higher energy prices. 
consumer price inflation in the industrial countries 
would increase somewhat to 4:Y4 percent this year and 
would register a modest reduction in 1991. 

In the developing countries, real GDP growth is 
expected to decline from 3 percent in 1989 to 
2'14 percent in 1990. This slowdown would reflect in 
part the short-run effects of the recent tightening of 
financial policies in response t o  serious macroeconomjc 
imbalances in a significant number of countries, as 
well as unfavorable external conditions. including a 
less rapid expansion of world trade. declining prices 
for non-oil primary commodities, and continuing high 
international interest rates. Assuming that recently 
initiated stabilization programs are implemented suc
cessfully, output growth in the developing countries 
is projected to rebound to 4'/4 percent in 1991. The 
average annual rate of inflation for the developing 
countries as a group would remain very high in 1990. 

Inflation is projected to decline sharply in J 99 I. but 
this projection hinges crucially on the assumption that 
current stabilization efforts i n  the hjgh-inflation coun
tries will be sustained. 

Recently. financial market developments and eco
nomic prospects have been affected by the sharp 

increase in the world price of oil and the heightened 
uncertainty that has resulted from tensions in the 
Middle East. Following a cumulative decline of 
27 percent from January to June of this year. oil prices 
almost doubled to an average of$26 a barrel in August 
following the meeting in late July of the Organization 
of Oil Exporting Countries (OPEC) and the invasion 
of Kuwait by Iraq on August 2.1 In the six weeks 
following, oil prices fluctuated in a range of $23 a 
barrel to $33 a ban·el. 

The future course of oil prices is highly uncertain 
as it depends crucially upon the evolution of the 
political and military situation in the Middle East. The 
Fund staff projections presented in thi� report assume 
that most of the production shortfall in Iraq and Kuwait 
would be gradually offset by increased supplies by 
other members of OPEC. On this basis oil prices would 
average $26 a barrel for the remainder of 1990 before 
coming down gradually to the new OPEC reference 
price of $21 a barrel by the fourth quarter of 1991. 

These assumptions imply that the annual average oil 
price would increase by 20 percent in 1990 (to $20.59 
a barrel) and by JO'I2 percent in 1991 (to $22.75 a 
barrel). 

The experience of previous oil shocks indicates that 
attempts to prevent or to limit the pa s-through of oil 
price increases to domestic energy prices would be 
counterproductive. Subsidizing domestic oil consump
tion would have undesirable effects on the govern
ment's fiscal position: and efforts to cushion the impact 
of higher world prices on energy u�ers by resorting to 
domestic price controls would distort the functioning 
of markets and give rise to shortages of oil products. 
Previous experience also indicates that attempts to 
mitigate the adverse short-run economic effects of 
higher oil prices by easing monetary policy coultl give 
rise to even stronger price pressures and to market 
expectations that such pressures would evolve into an 
inflationary process of increasing severity. In the 
current situation. where many industrial countries are 

' The price of oil in this report refers to the average petroleum 
spot price (APSP) comprising the unweighted average of U . K. 
Brenl. Dubai. and Alaska North Slope spot prices. 
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still operating at high levels of resource utilization and 
where cost/price pressures have been evident for some 
time, a further escalation of inflation and expectations 
about inflation would ultimately require a sharp tight
ening of monetary conditions. as occurred in the early 
1980s. As a resuJt, interest rates would be higher, and 
output and employment would be lower. than if the 
stance of monetary policy had not been aJtered in 
response to the oil shock. 

The lower level of economic activity and the higher 
interest rates that are expected to result from higher 
oil prices and other developments associated with 
tensions in the Middle East will tend to have adverse 
effects on the fiscal position in most industrial coun
tries. While these developments are likely to compli
cate the task of fiscal correction in a number of 
countries, they do not alter the urgent need for a 
credible plan to lower fiscal deficits over time. 

In a number of oil importing developing countries, 
including several that are currently engaged in stabi
lization efforts and structural reforms in the context 
of Fund- and Bank-supported adjustment programs, 
the effects of persistently higher oil prices, aggravated 
by lower external demand and higher interest rates, 
could be serious. For these countries, there is a need 
for a careful evaluation of the implications for external 
viability of the changed external environment, and the 
appropriate adjustment/financing mix will have to be 
determined in light of the particular circumstances of 
each country. 

While developments in oil markets could have sig
nificant implications in the short run, the medium-term 
outlook for the world economy remains strongly influ
enced by the far-reaching changes currently taking 
place in Europe. The short-term prospects in this 
region are affected by the restructuring of the econ
omies in Eastern Europe and the U .S.S.R. from 
relatively inefficient production and distribution sys
tems based on central planning toward more market
oriented systems. Output is expected to dec]jne in 
most of these countries in 1990 and to stagnate in 
1991,  owing in part to the short-run impact of the 
stabitization measures and the economic reforms being 
implemented. Over the medium term, however, eco
nomic performance should improve significantly as 
market-based incentives, including trade at world
market prices, become more widespread. 

Economic conditions in Europe also will be affected 
by the unification of the German Democratic Republic 
with the Federal Republic of Germany. As in the other 
Eastern European countries, the short-run adjustments 
in the Democratic Republic are expected to result in 
a temporary fall in output and employment. At the 
same time, however, aggregate demand, particularly 
for imported investment goods, is expected to expand 
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sharply as the economy is transformed along market
oriented lines. The impact of German unification on 
the world economy will involve a rise in global in
vestment relative to world saving. With large parts of 
the industrial world, including the Federal Republic. 
operating at high levels of resource utilization, this 
would result in some upward pressure on prices. 
interest rates. and the value of the deutsche mark. 

The analysis of the international ramifications of 
German unification presented in Chapter 1 1  suggests 
that, although these effects would be concentrated in 
Germany, they would also spill over to other countries. 
However, it appears that some of these effects already 
have been reflected in financial markets. and that any 
further pressures are unlikely to put undue strain on 
the world economy. Over the medium to longer run. 
the prospective growth of the capital stock and the 
more efficient allocation of capital and tabor in the 
Democratic Republic will raise productive capacity in 
a united Germany. Over time, the short-run aggregate 
demand effects of unification would gradually be offset 
by the increase in productive capacity. Germany's 
investment demand relative to saving would diminish. 
and the interest rate and price pressures arising from 
unification would gradually subside. 

Economic prospects in Europe will continue to be 
heavily influenced by the ongoing movement toward 
economic integration among the twelve member coun
tries of the European Community (EC). The process 
of integration, and particularly the scheduled comple
tion of the single internal market in 1992, is expected 
to boost investment and sustain output growth near 
capacity limits for the next several years. Over this 
period. developments within the EC-as well as the 
Community's relations with other countries and re
gions-are also likely to be affected by the far-reaching 
changes associated with economic and monetary union 
(EMU). The first stage of the transition toward EMU. 
which began on July I,  1990. wiU include the full 
participation of all EC currencies in the narrow band 
of the exchange rate mechanism of the European 
Monetary System and enhanced policy coordination 
among member governments, in addition to completion 
of the single market. 

The specific institutional arrangements and the tim
ing of subsequent stages in the process of unification 
will be clarified by the intergovernmental conferences. 
scheduled for December 1990, to frame the EMU 
within the EEC Treaty and to deal with the political 
union of the EC countries. Over the longer term, the 
outlook for the Community is likely to benefit from 
economic and political liberalization in Eastern Europe 
and the growing interest among non-EC countries in 
Western Europe-as well as countries outside the 
region-in strengthening trade and financial ties with 
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the Community. I n  this context. it is in the interest of 
both the EC and the international community as a 
whole to ensure that the policies of the Community 
retain an outward-looking orientation. 

As in continental Europe, economic activity in Japan 
has remained relatively strong. and the economy has 
weathered well the turbulence that affected equity and 
foreign exchange markets earlier this year. The pros
pects for continued, albeit somewhat slower. growth 
are favorable. Inflation is projected to remain low by 
the standards of other countries, but the tight condi
tions prevailing in labor markets indicate that restraint 
on the part of monetary policy will be required to keep 
cost and price pressures under control. Structural 
reforms in a number of important areas would also 
contribute to the achievement of price objectives while 
increasing the efficiency and the openness of the 
Japanese economy. 

In N011h America and the United Kingdom. eco
nomic activity has slowed considerably and growth is 
expected to remain sluggish in the near term. Inflation 
in these countries is expected to remain relatively high 
in 1990--91 ,  even though it is projected to decline in 
the United Kingdom. I n  the near term, the weakness 
of certain economic sectors and the difficulties en
countered by some financial institutions-including, in 
particular the savings and loan institutions in the United 
States-will remain a source of concern. But these 
concerns should not obscure the need to direct mon
etary policy toward reducing inflation over the medium 
term. 

l n  the United States, the federal fiscal deficit con
tinues to be a major source of preoccupation. Recently. 
official estimates of the deficit have been revised 
upward sharply, partly because the evolution of eco
nomic activity and interest rates has been less favorable 
than had been anticipated earlier. The federal deficit 
for fiscal 1990 (ending September 30, 1990) is now 
projected by the Administration at $ 1 63 billion, and it 
is now clear that the objective of balancing the federal 
budget by FY 1993-as mandated by the Gramm
Rudman-Hollings law-will not be achieved on the 
basis of present policies. I n  light of the magnitude of 
the fiscal problem. a "budget summit" that includes 
representatives of the Congress and the Administration 
has been seeking to achieve agreement on a budget 
plan that would provide for sizable reductions in the 
federal deficit through a combination of expenditure 
and revenue measures. 

Achievement of a satisfactory growth performance 
in the industrial countries over the long run requires 
monetary policies aimed first at controlling inflation 
and then at achieving steady progress toward price 
stability; fiscal policies directed at fostering adequate 
levels of national saving and capital formation; and 
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structural policies aimed at increasing efficiency. no
tably through trade liberalization. The major political 
and economic developments of the past year under
score the importance and urgency of implementing this 
strategy, particularly as regards the need to con1ain 
inflation and raise global saving. 

The importance of dealing with the problem of 
inflation has been highlighted by the significant rise in 
interest rates in most industrial countries over the past 
year. This rise reflected in part the anticipated increase 
in the demand for funds associated with the recon
struction of Eastern Europe and the unification of 
Germany, but it also appears to have reflected expec
tations of higher inflation. This worsening of expec
tations suggests that market participants remain highly 
sensitive to news concerning possible inflationary dis
turbances. I n  these circumstances, a significant relax
ation of monetary policy would yield neither an en
during reduction in interest rates nor a lasting 
improvement in employment. Instead, the market's 
concerns about increasing inflation should be allayed 
by providing clear and credible signals that wage and 
price pressures will be brought under control and that 
the authorities are determined to resume tangible 
progress in reducing inflation. 

The rise in the demand for resources associated with 
unification in Germany and reform in Eastern Europe. 
together with the pressing needs of the indebted 
developing countries, underscore the importance and 
the urgency of increasing world saving. Full consid
eration should be given to the removal of existing 
distortions that discourage private sector saving. How
ever, the most effective way to achieve a substantial 
rise in national saving would be to accelerate the 
process of fiscal consolidation. particularly in those 
countries where fiscal deficits remain high, such as 
Canada, Italy, the United States, and many of the 
smaller industrial countries. A reduction in the ab
sorption of saving by governments would tend to lower 
interest rates, thereby encouraging private investment 
and helping to reduce the debt-service burden of 
developing countries. l t  would also help to ease the 
burden currently borne by monetary policy in resisting 
price pressures in the industrial countries. 

Economic policies have played a critical role in the 
performance of the indebted developing countries in  
recent years and they remain a key element in the 
medium-term outlook. Growth has been strong and 
inflation has remained relatively low in the developing 
countries that have avoided debt-servicing difficulties, 
in part because most countries in this group have 
pursued cautious financial policies and have reduced 
structural rigidities and distortions. By contrast. growth 
generally has been slow and inflation has tended to 
accelerate in the countries that have encountered debt-

3 



©International Monetary Fund. Not for Redistribution

INTRODUCTION 

servicing difficulties. The restoration of sustained growth 
in these countries depends critically on the strength
ening of macroeconomic tabilizalion. Moreover, the 
analysis provided in Chapter I l l  indicates that outward
oriented trade strategies and structural reforms aimed 
at reducing market imperfections have a signiticant 
beneficial impact on economic growth. A few countries 
have made considerable progress in these areas in 
recent years. and others have strengthened adjustment 
policies more recently. While these are encouraging 
signs, it is essential to avoid the policy slippages that 
have been a serious problem in the past. 

Recent experience has confirmed that sustained 
implementation or sound economic policies is likely 
to elicit the necessary support of external creditors. 
For example. Costa Rica. Mexico. and the Philippines 
have concluded negotiations on financing packages 
that include debt and debt-service reductions, and 
Morocco and Venezuela have reached preliminary 
agreements with their commercial bank creditor that 
provide for such reductions. Furthermore. in Chile, 
Mexico. and Venezuela. ptivate borrowers have been 
able to obtain foreign credits on a limited but voluntary 
basis, and Mexico and Chile have experienced sizable 
inflows of private capital. Official and multilateral 
creditors have continued to provide support to cOUtl
tries undertaking strong adjustment programs. The 
recent increase in the World Bank's capital and the 
forthcoming increase in the Fund's quotas will enable 
both institutions to meet members' requests for finan
cial assistance and thereby catalyze assistance from 
other sources. 

Further progress in implementing the strengthened 
debt strategy in highly indebted countries will require 
persistent efforts on their part to achieve macroeco
nomic stability and enhance overall economic effi
ciency in order to restore balance of payments viability 
over the medium term. A necessary complement to 
these efforts will be the continued commitment of the 
international community. Official creditors will need 
to continue to reschedule debts and provide conces
sional development assistance and, in some cases. to 
consider alternative approaches to debt rescheduling. 
Commercial banks will need to demonstrate greater 
flexibility in order to expedite negotiations with debtor 
countries. Finally, policies in the industrial countries 
will need to foster an external environment that is 
conducive to continued growth. higher world saving, 
and greater openness of world markets. 

The international trading system is now at a crucial 
stage. A successful conclusion of the Uruguay Round 
of multilateral trade negotiations would have wide
ranging, favorable consequences, including a signifi
cant reduction of tariffs. improved market access for 
all countries. a reduction in protection for agriculture 
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and textiles, and the extension of multilateral disci
plines to services, intellectual property rights, and 
trade-related investment rules. In  contrast. a failure 
to conclude the negotiations could have serious adverse 
repercussions for the world economy. It would not 
only prevent the achievement or large gains from 
liberalization, but could also intensify protectionist 
pressures, aggravate existing disputes among trading 
partners, and encourage unilateral and bilateral solu
tions to trade problems. It is clear that much remains 
to be done in only a few months, and a decisive effort 
by all parties involved is now required to conclude the 
Uruguay Round successfully by the end of the year. 

This report is organized as follows. Chapter 1 reviews 
recent economic developments and presents the staffs 
latest forecasts for 1990 and 199 1 .  The chapter also 
discusses briefly recent trends in world commodity 
markets. world trade and payments, and developments 
in the international debt situation. The revised method 
of normalization used in computing real effective 
exchange rates in this report is described in a Box. 
An appendix to the chapter presents a scenario illus
trating the possible effects of the rise in the world 
price of oil. 

ln Chapter 11, the staff presents its medium-term 
baseline projections for industrial countries and ad
dresses a number of key policy issues. including the 
outlook for global saving, the need for continued fiscal 
consolidation and monetary restraint. and the challenge 
of trade liberalization. This chapter also includes an 
examination of the likely implications of German 
unification and a review of recent progress toward 
economic integration in the EC. It discusses major 
policy issues in individual industrial countries in the 
concluding section. A Box examines policy issues 
raised by the recent rise in world oil prices. 

Chapter I l l  presents the staff's medium-term base
line scenario for developing countries and reviews the 
conditions required to restore sustained growth in the 
indebted countries. The staff presents an alternative 
scenario on the basis of a less optimistic set of 
assumptions about domestic economic policies than 
those underlying the baseline projections. The chapter 
reviews the macroeconomic and structural reforms 
required in developing countries and indicates their 
potential benefits. It also stresses the importance to 
the developing countries of a successful conclusion of 
the Uruguay Round and evaluates progress in the debt 
strategy. 

Systemic reform issues in Eastern Europe and the 
U .S.S.R. are reviewed in Supplementary Note J. 
Supplementary Note 2 deals with the sustainability of 
fiscal policies in the major industrial countries. and 
Supplementary Note 3 discusses the present state of 
the Uruguay Round of Trade negotiations. 
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Chapter I 

Current Situation and Short-Tenn Prospects 

Global Overview 

The pace of global economic activity is projected 
to moderate to 2 percent in 1990. reflecting a 
slowdown in growth in both industrial and deve
loping countries and a contraction of output in 
Eastern Europe and the Union of Soviet Socialist 
Republics (Table I). The staff projects that the 
growth of "' orld output will incrca-.e to 21/z percent 
in 1991.  about the ')ame as the average rate of gro\\ th 
in the 1980l>. The rate of expanl>ion of world trade i� 
expected to continue to decline, averaging about 
5 Y2 percent in 199�9 1 .  As noted above. these projec
tions are ba-.cd on the assumption that world oil prices 
will average $26 per barrel for the remainder of 1990 
and decline gradually to $21 per barrel in the fourth 
quarter of 1991 .  

For the indu-.trial countries. the projections cnvi ... agc 
moderate growth at 2'h percent in 1990 and 1991. with 
inflation increasing to 4¥.1 percent in 1990 and then 
falling back to 41/� percent in 199 1 .  Compared with the 
average for industrial countrie"). relatively high growth 
is projected in the Federal Republic of Germany and 
Japan. while relatively lo\\ gro"' th i!. projected in 
North America. the United Kingdom. and a number 
of the smaller industrial countrie!-!. � 

The contrasts in the growth projections for the 
developing countries are even l>harpcr: continued rapid 
rates of growth of about 5 percent a year are expected 
for the A'>ian region in 1990-91: in the developing 
countries of Europe and the Western Hemisphere 
output is expected to decline in 1990. as many of these 
countries adopt or continue to implement anti-inflation 
financial policies. but a recovery il> projected in 199 1 .  
The very large divergences i n  inflation performance 
among the developing countrie-, arc expected to per-,ist 
in 1990: average inflation in e.xce ... s of 100 percent i., 

' Unle,., othcrwi'>e noted. all figure'> for Germany in thi'> i'>'>llC 
of the World Hnmomic Outlook refer 10 th..: Federal Repuolic. 

projected for the developing countries of Europe and 
the We�lern Hemisphere. compared with an average 
slightly above 1 0  percent in the other developing 
countrie�. In 1991. inflation differentials among the 
developing countries are projected to narrow �ub�tan
tially. assuming that a number of countrie� with high 
inflation sustain recently adopted stabilization program�. 

Global economic prospect� are clearly less favorable 
than was envisaged last spring. Growth is no"v expected 
to be lower and inflation higher primarily. but not 
exclusively. because of the higher oil price assumption 
upon which the current projections are based: oil 
prices arc now assumed to be $3 a barrel higher in 
1990 and $41/z a barrel higher in 1991 than was a�.,umed 
in the May 1990 i�sue of the World Economic Out loo/... 
The revised projections al-.o indicate a �omewhat 
different distribution of growth between the indu-.trial 
and developing countries. Whereas growth in the 
developing countries was previously expected to ex
ceed growth in the industrial countries in both years, 
it is now projected to fall "hon of growth in the 
industrial countries by Y1 of I percentage point in 1990. 

Among the industrial countries. the main re\ i-.ion 
are higher projected growth in the Federal Republic 
of Germany (� of I percentage point in 1990 and 
1991), in part reflecting increased demand as:-.ociated 
with economic unification with the German Democratic 
Republic: and lower growth in the United States 
<Yz of I percentage point in 1990 and 1991) and Canada 
{Y2 of I percentage point in 1990 and 2 percentage 
points in 1991 ) . In  the developing countries. the growth 
projections for the Western Hemisphere have been 
reduced by about P/<� percentage points in 1990 and 
by Y2 of I percentage point in 1991. The projections 
for 1990 and 1991 for Eastern Europe and the U.S.S.R. 
have also been reduced sub.,tantially. reflecting new 
information on these economies. ongoing economic 
turmoil in the region, and. in �omc countries, the -,hort
run effects of economic reform. 

5 
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Table l .  Overview of the World Economic Outlook 

(Annual changes in percent. unless otherwise noted) 

World output 

Industrial countries 

Developing countrie� 
Africa 
Asia 
Europe 
Middle East 
Western Hemi�pherc 

Memorandum 
Eastern Europe' and U.S.S.R. 
Of which: 

Eastern Europe 
NIEs: 

World trade 

Volume 
Export prices of non-fuel primary 

commodities tin U.S. dollars) 
Oil prices (in U .S. dollars)'·• 

Inflation' 

Industrial eountrie� 
Developing countrie� 

Six-month LIBOR (in percent)• 

1988 

4.1  

4.4 

4.2 
2.5 
9.0 
1.2 
3.8 
0.5 

1 .5  

1.7 
9.5 

9.1 

23.5 
-20.5 

3.3 
70.6 

8 . 1  

1989 

3.0 

3.4 

3.0 
3.2 
5.0 

-1.4 
3.7 
1 .6 

-0.2 
5.5 

7.3 

-0.3 
21.4 

4.4 
104.6 

9.3 

Differences 
Current from May 1990 

Projections Projections 
1990 1991 1990 1991 

2.0 2.4 -0.3 -0.7 

2.6 2.4 -0.1 -0.5 

2.2 4.2 - 1 .0 -0.3 
2.7 3.2 0.2 
5.0 5.4 -0.4 -0.3 

- 3 . 1  2.1 -3.2 -0.9 
2.6 3.7 -0.6 0.3 

- 0.4 3.6 - 1 .8 -0.6 

-2.8 -0.1  - 1 .2 -2.2 

-5.3 -0.4 --1.6 -2.7 
6.3 6.2 0.6 - 0.7 

5.4 5.3 - 1 .2 -0.5 

-8.1  - 0.4 2.0 -2.5 
19.9 10.5 17.2 6.9 

4.8 4.3 0.6 0.7 
104.8 1 6 . 1  33.8 1.8 

8.4 8.0 -0.2 -0.3 

Note: The current projections assume constant real effective exchange rates from the average level prevailing in August 1990. This 
assumption implies a real effective depreciation of the U.S. dollar of about 7 percent relative to the assumption underlying the May 1990 
World Economic Owloo/... 

1 Eastern Europe is defined to include Bulgaria. Czechoslovakia. the German Democratic Republic. Hungary. Poland. Romania. and 
Yugoslavia. The first three countries and the U.S.S.R. comprise the ·•other countries" group in the Statistical Appendix. 

'The newly induMrializing A�ian economies CNIEs) comprise Hong Kong. Korea. Singapore. and Taiwan Province of China. 
'Assumptions for 1990 and 1991. 
• Unweighted average of U.K. Brent. Dubai. and Alaskan North Slope crude oil �pot prices. 
' Con�umer prices. weighted average. 
• U .S. dollar interest rate. 

Industrial Countries 

Stance of Policies 

Since mid-1988 there have been significant differ
ences in the movements of interest rates most 
indicative of the stance of monetary policy in the 
three major countries (Chart l ). l n  the United States, 
the federal funds rate rose sharply over much of 
1 988 and then declined in 1989 as the growth of 
output slowed. lt remained stable in the first half of 
1990, but was reduced by the Federal Reserve by 
about 1/4 of I percentage point in July 1990, which 
cited the need to offset the more restrictive credit 
practices on the part of banks. especially for real estate 
and takeover financing. By contrast. policy-related 
interest rates began to rise in mid-1988 in the Federal 
Republic of Germany and in early 1989 in Japan: this 
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upward trend has not been reversed in the Federal 
Republic and is still evident in Japan, where the 
discount rate was increased by 3!4 of I percentage point 
in late August. 

Allhough in mid-1990 policy-related interest rates in 
the three major countries were well above their levels 
in 1987, reflecting the continued tight stance of mon
etary policy, official interest rates declined in several 
European countries. The Bank of France twice reduced 
the official intervention rates by Y4 of I percentage 
point in April 1990, when the French franc traded near 
the upper band of the exchange rate mechanism of the 
European Monetary System, although these interest 
rates had been increased by I '!4 percentage points at 
the end of 1989. In Italy. where there was also upward 
pressure on the lira, the discount rate was lowered by 
I percentage point to 1 2  '12 percent following the an
nouncement in April 1990 of relatively ambitious me-



©International Monetary Fund. Not for Redistribution

Chart 1. Three Major Industrial Countries: Policy
Related Interest Rates 

(1 n percent a year) 
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dium-term targets for the government deficit. In the 
United Kingdom, by contrast, monetary conditions 
were tightened in the first half of 1990 to restrain 
demand. In Canada, monetary conditions were also 
tightened early in 1990. but then cased at mid-year as 
domestic demand growth weakened. Based on the 
usual technical assumption of unchanged policies. 
interest rates in the industrial countries are assumed 
to remain broadly stable at their August 1990 levels in 
the second half of 1990 and in 1991, except in some 
countries where significant changes in inflation are 
projected. 

In the staffs projections, the stance of fiscal policy 
in the industrial countries is based on existing policies 
or, where appropriate. on proposed budget plans that 
are virtually certain to be adopted. Among the major 
industrial countries, this assumption implies expan
sionary fiscal policies at the general government level 

Industrial Countries 

Chart 2. Three Major Industrial Countries: General 
Government Fiscal Indicators1 

(In percent of GNP) 

United States 

ProJeNioiiS 

1982 1983 1984 I 1986 1987 1988 1989 1991 

1980 1981 1982 198 3 1985 1986 1987 1988 

Federal Republic of Gem1any 

-4 

ProJfttlmrs 
-6�--------------------------------� 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

1 A positive fiscal impulse indicates an expansionary policy. 

in the Federal Republic of Germany in 199�9 1 :  re
strictive policies in the United States in 1990 and in 
Italy and Canada in 1990--91 ;  and a broadly neutral 
fiscal stance for Japan, France, and the United King
dom in 1990. followed by a moderately restrictive 
stance in these countries in 1991 (Chart 2 and Appendix 
Table A 17). The expansionary stance of fiscal policy 
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in the Federal Republic of Germany reflects direct tax 
cuts in 1990 as part of the third stage of tax reform 
and additional expenditures associated with unification 
with the German Democratic Republic i n  both 1990 
and 1991. For the smaller industrial countries as a 
group, the staff projects a decline of Y4 of 1 percentage 
point in the general government deficit as a share of 
GDP by 1991. 

It is noteworthy that over the past few years the 
major industrial countries have been at different cy
clical positions and hence have adjusted policies at 
different times. This contrasts with the situation in the 
early 1 980s when most of these economies were near 
full employment and there was a general shift toward 
more restrictive policies to reduce inflation. In  the 
current situation, the divergences in cyclical positions 
are likely to reduce the chances of a sharp, generalized 
slowdown or a major recession in any single country. 

Interest Rate and Exchange Rate 
Developments 

Since early 1989. movements in short-term inter
est rates have been mixed, with trends differing 
markedly among the major industrial countries, and 
there has been a remarkable convergence of short
term rates in the three largest economies (Chart 3). 
This follows a period of more than a year prior to 
early 1989 when short rates in most countries rose 
sharply as monetary policy was tightened. Short
term rates peaked in the U nited States in the spring 
of 1989, and then declined by almost 2 percentage 
points during the remainder of the year as the 
Federal Reserve eased reserve pressures. I n  the 
other major industrial countries except Canada, 
however, short-term interest rates continued to rise 
during 1989. From the beginning of 1990 through 
July, short-term interest rates feU somewhat in 
France and Ita! y. continued to rise i n  Japan and 
Canada, and remained roughly unchanged in the 
other major countries. After the invasion of Kuwait 
b y  Iraq in early August, short-term rates rose 
somewhat in France, the Federal Republic of 
Germany. Italy. and Japan, remained roughly un
changed in the United States and the United King
dom, and declined in Canada as the authorities 
eased monetary conditions. 

After increasing by 3/4 of I percentage point early 
in 1990, long-term interest rates in the United States 
fell in June with indications of a weaker economy. 
Long-term government bond yields increased by 
1% percentage points in both Japan and the Federal 
Republic of Germany between the fall of 1989 and the 
spring of 1990. ln  the Federal Republic, long-term 
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Chart 3. Major Industrial Countries: Short- and 
Long-Term Interest Rates 

(ln percent a year) 
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1 See Statistical Appendix Table Al5. note 2. for the definition 
of short-term interest rates. 

2 Canada, France, Italy. and the United Kingdom; composite is 
the average of the interest rates for individual countries weighted 
by the average U.S. dollar value of their respective GNPs in 1988. 

J See Statistical Appendix Table Al5. note 3, for the definition 
of long·term interest rates. 

• Difference between the long- and short-term rates shown in the 
upper panels. except that for the United States and United Kingdom 
three-month treasury bill rates are used as short rates. 

rates stabilized in the second quarter, reflecting, in 
part, the market's reassessment of the inflation and 
budgetary implications of unification. In  the spring of 
1990, for the first time since the early 1970s, long-term 
interest rates in the U nited States and the Federal 
Republic were at comparable levels. ln  Japan, the 
increase in long-term interest rates since late 1989 
coincided with rises in short-term rates. aJthough the 
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Chart 4. Major Industrial Countries: Equity Yield Gaps' and Stock Market Prices 

(In percent a year; January 1985 = lOO) 
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Source: For stock market prices and equity yields, Data Resources, Inc. 
1 The equity yield gap is defined as the difference between the yield on long-term government bonds and the inverse of the price-earnings 
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Real Effective Exchange Rate Indices Based on Relative Normalized Unit Labor Costs
Revised Method of Normalization 

In the World Economic Outlook, changes in inter
national competitiveness among the industrial coun
tries are usually measured in terms of movements in 
real effective exchange rate (REER) indices based on 
relative normalized unit labor costs (RNULC) in man
ufacturing. These indices are calculated by the lMF 
and are published in International Financial Statistics, 
along with five other REER indices for the industrial 
countries, based on (non-normalized) relative unit 
labor costs (RULC). relative value-added deflators, 
relative wholesale prices. relative export unit values. 
and relative consumer prices. The indices based on 
RNULC are. in principle. the most useful for assessing 
changes in industrial countries' competitiveness be
cause of the advantages of cost-based, as opposed to 
price-based, competitiveness measures, and because 
of the sensitivity of current (non-normalized) unit labor 
costs to cyclical changes in hourly labor productivity . 1  
The normalization o f  unit tabor costs aims a t  removing 
distortions arising from cyclical movements in labor 
productivity. which occur largely because changes in 
hours worked do not correspond closely to changes in 
the effective use of labor inputs by firms. 

The method used in the past to normalize output 
per man-hour, and hence unit labor costs, was based 
on production functions estimated from historical data 
for each of the countries involved.1 In recent years, 
however. the application of this methodology was 

1 The choice among measures of international competitiveness for 
the industrial countries is discussed in Issues in tile Asses.mtent of 
rile E.tcltange Rates of rite Industrial Coumries. Occasional Paper 
No. 29 (Washington; lnternationa.l Monetary Fund, 1984). 

� The basic methodology used fort he ten largest industrial countries 
(together with early estimates) is described in Jacques R. Artus. 
··Measures of Potential Output in Manufacturing for Eight Industrial 
Countries:· Srqff Papers, lnternational Monetary Fund (Washing-

steepening in the yield curve in early 1990 and again 
at midyear may have reflected revisions in market 
expectations of inflation. Following the invasion of 
Kuwait by lraq . long-term interest rates rose signifi
cantly i n  all the major countries and yield curves 
steepened, reflecting expectations of higher inflation 
and tighter monetary policies as well as heightened 
uncertainty. By early September. long-term govern
ment bond yields were Jl/4 percent in Japan and 
9 percent in both the Federal Republic of Germany 
and the United States. 

Long-term interest rates declined in the other major 
economies i n  the second quarter of 1990, and then 
increased i n  August to levels similar to their March 
peaks. In France and Italy, the declines in the second 
quarter reflected the easing of monetary policies noted 
above and, in the case of Italy. a reduction in inflation 
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found t o  introduce a serious problem: for a number of 
countries there was a sustained drift of estimated 
non :nalized unit labor costs from current unit labor 
costs over periods far longer than what would generalJy 
be considered to be the duration of half a cycle. This 
feature of the estimates was clearly undesirable: nor
malized unit labor costs should in principle differ from 
actual unit labor costs only on account of transitory 
cyclical developments. These differences indicated 
that the method of normalization generated estimates 
of trend productivity growth for some countries that 
differed substantially from actual average productivity 
growth over full cycles. The result was a sustained 
drift of the reaJ exchange rate inruces based on RNULC 
from those based on RULC that in some cases was 
quite substantial. 

The problem is illustrated in Chart 5 .  based on 
calculations of alternative measures of REER for the 
United States. The REER based on RULC indicates 
that the international competitiveness of the U .S. 
manufacturing sector improved by roughly 10 percent 
between early 1980 and late 1989, whereas the REER 
based on RNULC suggests that there was virtually no 
change in competitiveness. The difference reflects 
mrunly the fact that the average growth rate of labor 
productivity in U .S. manufacturing over the decade 
exceeded the trend growth rate implied by the nor
malization procedure. The secular rise in RNULC 

ton). Vol. 24 (March 19n). and Jacques R. Anus and Anrhony G. 
Turner. "Measures of Potential Output in Manufacturing for Ten 
Industrial Countries. 195�0:' unpublished manuscript, Interna
tional Monetary Fund. 1978. The most recent estimates for the ten 
largest industrial countries are described in Anthony G. Turner. 
··Potential Output in Manufacturing for Ten Industrial Countries; 
Revised Estimates, 196�6,'. IMF Working Paper WP/8712 (Wash
ington: International Monetary Fund. 1987). 

expectations following the budget agreement in May. 

ln a number of other countries. price pressures and 
the associated tight monetary policies have kept in
terest rates high. In the United Kingdom. represen
tative short-term rates in the first haJf of 1990 averaged 

15!14 percent and long-term rates rose to 1 2 1/z percent. 
reflecting the continuation of restrictive policies aimed 
at containing high and rising inflation. Interest rates 
also remained high in Canada and Australia, although 
monetary policy was recently eased in both countries. 

Equity prices rose in a number of countries in the 
first half of the year. partly reflecting the declines in 
bond yields (Chart 4). In the United States. equity 
markets reached record levels in mid-1990 despite a 

decrease in corporate earnings and prospects of a 
weaker economy. Equity prices in Japan recovered in 
the spring following the sharp fall that began in early 
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compared to RULC over a period as long as a decade 
is clearly difficult to j ustify as a cyclical phenomenon. 

Tbe problem of RNULC drifting away from RULC 
for some countries may be attributed to a number of 
factors. First, the irregularity of economic cycles 
makes it difficult for any methodology to distinguish 
cyclkal changes in the pace of productivity growth 
from changes in trend. This certainly applies to the 
past two decades, when cycles have been far from 
regular in both amplitude and duration. Second, ap
plication of the production function methodology is 
problematic. because of shortcomings of the available 

Chart 5. United States: Alternative Real Effective 
Exchange Rate Indices 

(1980 = 100) 

160 

140 

120 

80 

Based on re/am·�) ' 
wut labnr costs 

':":19::'7 5�76:--::7=7 -7::::8:--::7=9 --::80:--::8�1 --::82:--::8=3 �8::-:4--::-85::--:8�6�8-=-7 �8::-::8--::89::---:90� 

1990. l n  the Federal Republic of Germany, stock prices 
were relatively stable after March 1990 following large 
increases in the preceding six months, reflecting fa
vorable business expectations associated, in part, with 
the prospect of unification. Equity prices fell sharply 
in all of the major markets following the developments 
in the Middle East. Differences in the extent of the 
decline in each market appeared to reflect movements 
in domestic interest rates and differences in the degree 
of dependence on imported oil. Through early Septem
ber. the largest declines (of 16 to 22 percent) occurred 
in Japan and the major continental European countries 
that are most dependent on imp011ed oil. ln the Unjted 
l(jngdom and the Uruted States. the decline in equity 
markets over this period was more moderate, in the 
neighborhood of 1 0  percent. The Canadian equity 
market was the most resilient, declining by 6 percent. 

Industrial Countries 

data (for example. for the capital stock). and requires 
the adoption of a number of arbitrary assumptions in 
the process of estimation. Third, some data are only 
available on an annual basis and the relatively long 
lags with which they become available implies that the 
production functions have to be estimated over rela
tively long periods, thus giving little weight to the most 
recent years. As a result, there is a danger that even 
the latest available econometric estimates are some
what out of date and may fail to take proper account 
of recent structural changes. 

To overcome these difficulties. a new method of 
normalization has been introduced. Normalized output 
per man-hour is now defined simply as the centered 
moving average of output per man-hou1· over a period 
of roughly five years ( 19 quarters), a period sufficiently 
long to span the average duration of business cycles 
in the postwar period. For the most recent nine 
quarters, this centered moving average can be calcu
lated only if there are projections for output per man
hour; this is done by extrapolating the moving average 
using its growth rate in the last quarter for which data 
are available. This new definition is intended to elim
inate the problem of long-term drift described above. 
while avoiding the technical complexity of the previous 
methodology. It is also intended to satisfy the original 
objective of corTecting for cyclical movements in labor 
productivity, although the correction is, to some ex
tent, arbitrary_ The REER calculated on the basis of 
the newly defined RNULC for the United States is 
shown by the solid line in Chart 5. Corresponding 
indices are shown for all the major industrial countries 
in Chart 6.  The new estimates will be published in 
International Financial Statistics beginning with the 
September I 990 issue. 

not only because Canada is a small net exporter of 
energy (as is the United Kingdom). but also because 
short-term interest rates declined. 

Compared to developments on world equity markets. 
the reaction of exchange markets to developments in 
the Middle East in early August was relatively muted. 
The decline in the U.S. dollar. which had been pro

ceeding over much of the past year. was interrupted 
onJy briefly when the crisis in the Middle East broke. 
Over the month of August, the U .S. dollar depreciated 
further against each of the major currencies and in 
real effective terms it fell by 21/2 percent to its lowest 
level in at least 30 years (Charts 5 and 6). With this 
latest fall, the dollar now stands at its lowest level in 
the postwar period against the deutsche mark. The 
decline in the dollar over the past year has reflected , 
at least in part. the significant narrowing of interest 
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Chart 6. M�or Industrial Countries: U.S. Dollar and Real Effective Exchange Rates' 
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1 Real effective rates are calculated on the basis of relative normalized unit labor costs in manufacturing (see Box). 
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rate differentials and the relative cyclical positions of 
the major economies. 

The Japanese yen depreciated in real effective terms 
by 14 percent during 1989 and by an additional 
10 percent in the first four months of 1990. The decline 
in the effective value of the yen over this period can 
be attributed, in part, to some unwinding of the large 
appreciation against the deutsche mark that took place 
during 1988, even though interest differentials were 
moving in favor of assets denominated in deutsche 
mark. In addition, the depreciation of the yen in 1989 
and early 1990 may have reflected a revision in market 
expectations concerning the need for future yen ap
preciation following the rapid decline in Japan's current 
account surplus since the second quarter of 1989, as 
well as a decline in early 1990 in investor demand for 
Japanese equities that were offering relatively low 
yields. From April to July, however, the yen appre
ciated by 3Y4 percent in real effective terms following 
the successful conclusion of bilateral negotiations be
tween Japan and the United States that alleviated trade 
tensions, and following movements in interest rate 
differentials in favor of yen-denominated assets. By 
early September, the yen had recovered in effective 
terms from the declines during August associated with 
developments in the Middle East. 

Over the course of 1989, the real effective value of 
the deutsche mark appreciated by 3 percent, but it 
remained stable during the first half of 1990 in the face 
of rising interest rates early in the year and uncertainty 
over the Government's borrowing needs associated 
with unification. A noteworthy development in ex
change markets has been the pattern of pressures on 
currencies in the exchange rate mechanism (ERM) of 
the European Monetary System. Over the first half of 
1990, the Italian lira and the French franc displayed 
unusual strength and traded near their upper limits. 
During this period, offsetting actions were taken by 
the authorities of these countries, including reported 
official intervention on the part of the Bank of France 
and the Bank of Italy and reductions in official interest 
rates in both countries. More recently, the franc has 
been near the bottom of the narrow band and the lira 
has declined from its upper Lin1it. 

Progress on reducing inflation in France to a level 
that is now one of the lowest among the members of 
the EMS. as well as the associated gain in the credibility 
of French anti-inflation policy, may have contributed 
to the strength of the franc following the elimination 
of remaining capital controls in early 1990.3 The upward 
pressure on the lira also coincided with the elimination 

3 In the European Community, capital controls have been 
abolished in all countries except Greece. Ireland, Portugal, and 
Spain, all of which are scheduled to remove remaining capital 
controls by 1992. 

IndustriaJ Countries 

of remaining capital controls but, in contrast with the 
situation in France, inflation and interest rates are 
considerably higher in Italy than in the other ERM 
countries. The strength of the lira reflected large 
interest rate differentials-yields on Italian government 
bonds in early September, for example, were about 
4Yz percentage points above those on similar instru
ments in the Federal Republic of Germany-and per
haps also a decline in the currency risks of lira
denominated assets following the movement of the lira 
into the narrow band of the ERM in January 1990. 
There has also been upward pressure on the peseta 
reflecting a similar situation in Spain, including high 
rates of return on peseta-denominated assets. Expec
tations that the United Kingdom would join the ERM 
in the near future may have reduced the perceived 
currency risks of sterling-denominated assets and ap
pear to have contributed to the strength of the pound 
sterling in the second quarter of 1990-although there 
remains considerable uncertainty concerning both the 
timing of the United Kingdom's entry into the ERM 
and the limits of the band on entry. After the invasion 
of Kuwait by Iraq, sterling may have benefited to some 
extent from the position of the United Kingdom as a 
small net exporter of oil. 

Economic Activity and Employment 

Output growth in North America has been weak 
in the three quarters to mid-1990, averaging only 
about 1 percent at an annual rate. Real domestic 
demand is expected to increase by less than I percent 
in 1990, largely because of a slowdown in the pace 
of business investment and consumer spending, and 
by L Y2 percent in 1991 (Chart 7 and Table 2). The 
external sector is projected to contribute lf2 of 
I percentage point to GNP growth in 1990-slightly 
more than in 1989-but it would have virtually no 
impact on GNP growth in 1991 as export growth is 
projected to slow from an average of l 33f4 percent in 
the past three years to about 6114 percent in 1990-91 .  
In Canada, restrictive monetary and fiscal policies 
over the past few years are expected to slow domestic 
demand growth from 3 percent in 1989 to an annual 
average of about I percent in 1990-91 . In contrast to 
developments in 1985-89, when the expansion of 
domestic demand outstripped the growth of output, 
the external sector is expected to contribute modestly 
to output growth in Canada in 1990. 

In Japan, GNP is projected to continue to expand 
by 5 percent this year and by 33/4 percent in 1991. 
Although this is a downward revision from the May 
1990 projections, reflecting the recent tightening of 
monetary policy and, to some extent, higher oil prices, 
growth in Japan remains robust. According to prelim-
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Chart 7. Industrial Countries: Real Output and 
Total Domestic Demand1 

(Percent change) 
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inary data, output rose at an annual rate of 10'1� percent 
in the first quarter of 1990, owing in large part to a 
rebound of exports from an unusually low level in the 
last half of 1989, as well as to a surge in investment 
income from abroad. The projected growth of demand 
could exert further pressure on Japanese factor mar
kets, although the large increases in fixed investment 
(at an average rate of 1 33/4 percent over the past three 
years) should expand capacity and help to majntain 
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Table 2. Industrial Countries: Output and 
Demand in ReaJ Terms 

(Annual percent change. in constant pricesl 

Staff 
Projections 

1987 1988 1989 1990 1991 

Consumer expenditure 3.4 3.9 2.7 :!.3 2.2 
Public consumption 1 .9  1 .4 1 .8  2.0 1.4 
Gross fixed investment .u 8.0 5.5 3.3 2.7 

Final domestic demand 3.6 4.4 3.4 2.7 '2.1 
Stockbuilding' 0.2 0.2 -0.:! 0. 1 

Total domestic demand 3.7 4.6 3.4 2.4 2.3 
Exports of goods and services 3.6 5.7 10.9 7.0 5.9 
Imports of goods and services 10. 1  9.2 1 1 .4 6.4 5.4 

Foreign balance1 -0.4 -0.2 -0. 1  0.� 0.1 
Real GNP 3.4 4.4 3.4 2.6 2.4 
Memorandum 

Business investment� 5.9 1 1 .4 8.2 -1.9 3.2 
Canada 9.3 15.2 5.0 - 1.4 -0. 1  
United States 2.6 8.3 3.9 1.0 2.4 
Japan 8.2 15.5 17.8 1 1 . 1  4.8 
France 5.4 10.8 6.9 7.0 6.0 
Germany, Fed. Rep. of 4. 1  6.8 8.5 10.5 6.3 
llaly 9.4 1 1 .6 5.6 4.8 4.4 
United Kingdom 14.4 19.7 6.1 0.1  -5.2 

1 Changes expressed a� a percent of GNP in the preceding year. 
2 1988 GNP weights. 

productivity and potential output growth at high levels 
in the near term. 

The revised projections for the Federal Republic of 
Germany include the anticipated effects of economic 
unification.4 The growth of GNP for 1990 is expected 
to be 4 percent. the same as in 1989 but 1/1 of 
J percentage point higher than in the May 1990 pro

jection, which did not take into account the estimated 
effects of unification. The continuation of high growth 
in 1990 in spite of a P/4 percentage point reduction in 
the contribution of the external sector would reflect a 
large rise in consumer spending related to the tax cut 
and, in part, to increased spending by residents of
or immigrants from-the German Democratic Repub
lic 5 In 199 1 ,  the growth of consumption is expected 
to moderate to a more sustainable pace. and GNP in 
the Federal Republic would grow by 3Y4 percent. 
\12 of I percentage point higher than projected in the 
May 1990 World Economic Outlook. 

Growth over the next two years in France, Italy, 
and many of the smaller European Community coun
tries is projected to slow somewhat. to an average of 

• See Chapter 1 1  for an analysis of the domestic and interna
tional implications of economic unification in Germany. 

' Spending by residents of the German Democratic Republic 
in the Federal Republic of Germany is classified as consumption 
rather than exports. 
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Chart 8. Industrial Countries: Employment and 
Labor Force Growth and Unemployment Rates' 

(In percent) 
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about 3 percent-broadly in line with estimates of 
potential output growth. In the United Kingdom, high 
interest rates are expected to contribute to a decline 
of 114 of I percent during 1990 in domestic demand 
(fourth quarter to fourth quarter basis), reflecting a 
drop in fixed investment and a large fall in stockbuild
ing; exports would rise by 8lf2 percent in 1990. as 
producers have reportedly redirected output to export 
markets. GDP growth in 1990-91 is projected to slow 
in most of the other industrial countries reflecting 
slower growth in the larger industrial countries and 
the impact of higher oil prices. 

Employment growth in 1990 in the industrial coun
tries is projected to slow by lf2 of I percentage point 
to J lf4 percent, the smallest increase since 1983, largely 
because of the anticipated slowdown in North America 
and the United Kingdom (Chart 8). As a result. the 
unemployment rate is expected to rise in Canada and 

Industrial Countries 

Chart 9. Major Industrial Countries: Capacity 
Utilization in Manufacturing' 

( 1980 = 100) 
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countries. 

2 Percent of firms operating at full capacity. 

the United Kingdom by 3/4 and 1 percentage point, 
respectively, from 1990 to 1991; in the United States 
the growth of the tabor force is projected to slow. with 
the unemployment rate remaining broadly stable. In 
contrast. employment growth in the Federal Republic 
of Germany is expected to remain high relative to the 
growth of the tabor force, and tbe unemployment rate 
in the Federal Republic is projected to fall by 3/4 of 
I percentage point from 1989 to 6 percent by 1991. In 
Japan, gains in employment are expected to outpace 
increases in the tabor force in 1990 allowing the 
unemployment rate to edge down further to 2 percent. 
and then remain broadly unchanged in 199 1 .  The 
increase in employment in France and Italy is expected 
to remain unchanged at J and lf2 of I percent, respec
tively, over the next two years. ln France. the un
employment rate would fall to 83/4 percent by 1991, 
from 9lf2 percent in 1989. Unemployment rates declined 
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in 1989 in a number of the smaller industrial countries, 
including Australia, Belgium, Finland, the Nether
lands. Portugal, and Spain, although remaining rela
tively high in several of these countries. The average 
unemployment rate in the smaller industrial countries 
is expected to decline by Y2 of I percentage point to 
8Y2 percent in 199 1 ;  it would decline by I percentage 
point or more in Belgium, Ireland. the Netherlands. 
and Spain. 

Robust growth in the three major continental Eu
ropean countries has raised rates of capacity utilization 
in manufacturing to their highest levels since the 1980-
8 1  cyclical peak (Chart 9). 1n Japan, capacity utilization 
declined in the later part of 1989. reflecting some 
softening in manufacturing output owing in part to 
weakness in the U.S.  automobile market. Since March 
1990, however, manufacturing output has recovered. 
and capacity utilization in manufacturing rose to high 
levels in May-June. By contrast, in North America 
and the United Kingdom where output growth has 
slowed, capacity utilization rates have declined since 
1988. 

Price and Wage Developments 

Consumer price inflation in the industrial coun
tries is projected to increase by nearly Y2 of 
I percentage point in 1990 to 43/4 percent (Charts 1 0  
and 1 1  ) .  Average consumer price inflation in the 
industrial countries has increased steadily since 1986. 
with the increase in 1990 reflecting higher oil prices 
and tight factor markets in a number of countries. The 
expected slowdown of inflation in the industrial coun
tries to 4Y4 percent in 1991 reflects tightened monetary 
policies and the associated moderation of demand 
growth and wage pressures, the lagged effects of lower 
non-oil commodity prices, and in most European 
countries. the effects of currency appreciation.6 

ln the United States, consumer price inflation is 
expected to edge up to 5 percent in 1990 before 
declining to 4112 percent in 1991. The introduction of 
the goods and services tax in Canada in 199 J is expected 
to raise consumer prices by about I percentage point, 
but the underlying rate of inflation is expected to 
remain broadly in Line with the U .S. rate. l n  Japan, 
consumer price inflation is projected to increase in 
1990 to 2% percent, reflecting cost pressures from 
factor markets, before moderating to 21/4 percent in 
1991 as the effects of the depreciation of the yen 
dissipate. 

There has been a substantial convergence of con
sumer price inflation in the larger European economies. 

6 Exchange rates are assumed to remain constant in real terms 
from the average rates in August 1990. For European countries. 
this typically implies a modest appreciation in 1990. 
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Chart 10. Industrial Countries: Consumer Prices, 
Unit Labor Costs in Manufacturing, and Commodity 
Prices 

(In percent) 
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1 See Statistical Appendix Table A9, note I, for the definition of 
the aggregate consumer price index. 

1 The commodily price index is a global export-weighted basket 
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In 1990 the average inflation rate in France is expected 
to be slightly higher than that in the Federal Republk 
of Germany, whereas in 1991 a further reduction in 
inflation in France and a rise in the Federal Republic 
are expected to result in a lower annual rate of inflation 
in France compared with Germany. Inflation in Italy 
is projected to decline by V4 of I percentage point from 
1989 to 1991 , and reach 5 Y2 percent by 1991. In the 
United Kingdom, inflation would decline by almost 
I Y4 percentage points by 1991.7 In many smaller in
dustrial countries, inflation projections have also been 
revised upward reflecting, in part, higher oil prices. 
Inflation is expected to fall in 1990-91 in a number of 
countries that have adopted restrictive policies. no
tably Australia and New Zealand. 

Unit labor cost increases in the manufacturing sector 
are projected to increase more rapidly over the next 
two years than in the recent past owing to more modest 

7 As measured by the growth of the GDP deflator. Consumer 
price inflation in the United Kingdom is projected to increase 
to 91/• percent in 1990 (fourth quarter to fourth quarter). although 
almost I \12 percentage points of this rise can be attributed to the 
direct effects of higher mortgage rates. In 1991 consumer price 
inflation is projecled 10 fall to 5 V. percent. 



©International Monetary Fund. Not for Redistribution

Chart 1 1 .  Major Industrial Countries: Consumer 
Price Indices 
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1 Increases in indirect taxes raised consumer prices in 1989 in 
Canada. the Federal Republic of Germany, Japan. and Italy. and 
are expected to do so again in 1991 in Canada. 

gains in productivity and higher wage gains (Chart 12 
and Appendix Table A 10). For the industrial countries 
as a group, the projected increase in labor costs would 
be less than those following the oil price increases in 
the 1970s, owing to the smaUer percentage increase in 
world oil prices and the tight monetary policies now 
in place which would tend to dampen second round 
price effects. The continued above-average productiv
ity performance projected for Japan may cushion the 
impact on price inflation of the 6 percent wage agree
ment in the spring of 1990. The effect on aggregate 
wage costs of recent wage settlements in the Federal 
Republic of Germany--also about 6 percent-is mod
erated by existing muJtiyear wage contracts that cover 
a substantial number of workers. Among the major 

Industrial Countries 

Chart 12. Industrial Countries: Average Earnings 
and Unit Labor Costsl.2 

(Percent change) 
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2 The shaded area indicates staff projections. 

industrial countries, increases in unit labor costs are 
expected to be highest in ltaJy and the United Kingdom, 
reflecting cyclical slowdowns in productivity growth 
and wage increases above the average for industrial 
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countries. Among the smaller industrial countries, the 
rise in unit labor costs would slow somewhat over the 
next two years. particularly in Australia, New Zealand, 
and Spain. but it would remain high in Finland, Greece. 
Portugal. and Sweden. 

Developing Countries8 

Stance of Policies 

Macroeconomic imbalances, reflected in high and 
accelerating inflation and unsustainable balance of 
payments positions, have been an important factor 
in the poor growth performance of many developing 
countries in recent years. These imbalances have 
discouraged investment and have complicated the 
implementation of the structural reforms that are 
needed to improve the efficiency of resource allo
cation. Imprudent financial policies have played a 
key role in the development of these imbalances, 
even though external factors such as high debt
service obligations and revenue losses resulting from 
unfavorable terms-of-trade developments have also 
been important. 

A number of developing countries-such as Bo
livia, Chile. Ghana, Indonesia. Madagascar, Mex
ico, and Tunisia-have implemented comprehensive 
adjustment programs in recent years, combining 
macroeconomic stabilization and far-reaching struc
tural reforms. Other countries, such as Argentina, 
Brazil. Cote d' Ivoire, and Zambia. have tightened 
policies more recently in response to rapidly dete
riorating macroeconomic conditions. A less favor
able external economic environment, particularly 
the rise in oil prices and other economic repercus
sions of recent events in the Middle East, has 
complicated the task of macroeconomic adjustment 
in many oil importing countries, notably the indebted 
and low-income countries. More important, how
ever. delays and slippages in the implementation of 
adjustment measures continue to pose serious prob
lems in a significant number of developing countries. 

Inflation remains a major concern of policymakers 
in many developing countries of the Western Hem
isphere. Faced with hyperinflation, Argentina and 
Brazil severely tightened monetary conditions ear
lier this year and initiated measures to reduce fiscal 
deficits and improve efficiency. including tax re
forms and the privatization of public sector enter-

• Recent developments in the Eastern European countries that 
are members of the Fund. and which are classified among the 
developing countries of Europe in the Statistical Appendix, are 
discussed in the following section. 

1 8  

prises. While monetary restraint has reduced infla
tion, the ultimate success of these stabilization 
efforts will depend critically on a lasting improve
ment in public finances. Rising inflation, albeit from 
much lower levels. has required a tightening of 
monetary policy in several other countries in the 
region such as Chile. Colombia. and Uruguay. 
Mexico and Bolivia have sustained policies of fiscal 
consolidation and moderate monetary expansion in 
order to avoid a resurgence of inflation after the 
successful implementation of stabilization programs 
in earlier years. 

The decline in prices for a number of non-fuel 
primary commodities over the past year, notably 
tropical beverages, has affected financial conditions 
in many developing countries in sub-Saharan Africa. 
I n  these countries, primary commodities continue 
to account for a large share of output and exports, 
and trade taxes remain a major source of government 
revenue. The impact of adverse external develop
ments, however, has varied considerably among 
countries, largely because of different economic 
policies pursued in recent years. Countries such as 
Ghana, Kenya, Madagascar, Nigeria, and Uganda. 
which have pursued policies of macroeconomic 
stabilization and structural adjustment. have avoided 
major disruptions and continue to consolidate the 
financial position of the public sector. By contrast, 
countries such as Cameroon, Cote d·lvoire. Ethio
pia, Zaire, and Zambia have delayed the implemen
tation of restrictive monetary and fiscal policies and 
have experienced a marked deterioration in financial 
conditions. More recently, Cote d'Ivoire and Zam
bia have begun to strengthen adjustment efforts, 
but delays and slippages in the adoption of stabili
zation programs remain a serious problem and 
financial conditions remain fragile in these and many 
other countries in sub-Saharan Africa. Elsewhere 
in Africa, stabiUzation and structural adjustment 
efforts continue in Algeria, Morocco, and Tunisia. 

Following a sharp deterioration of the fiscal sit
uation after the decline in oil prices in 1986, most 
fuel exporting countries in the Middle East. notably 
Saudi Arabia and the United Arab Emirates, have 
significantly strengthened public finances in recent 
years. In these countries, the stance of policy is 
expected to continue to be determined by the ob
jective of fiscal consolidation, which will be facili
tated by the recent increase in oil prices. Among 
the countries in the region that are not classified as 
fuel exporters, Jordan has tightened financial poli
cies while Israel has allowed an increase in the fiscal 
deficit and somewhat faster monetary growth. l n  
Egypt, fiscal imbalances have been reduced in recent 
years but they remain substantial. Fiscal conditions 
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have deteriorated and monetary expansion has been 
high but declining in Turkey, one of the developing 
countries in Europe. 

After several years of rapid economic expansion, 
inflation pressures have intensified in a number of 
developing economies in East and Southeast Asia. 
Responding to the prospect of higher inflation, 
monetary policy has been tightened in Singapore, 
Taiwan Province of China, and, more recently, in 
Indonesia and Thailand. In Korea, however, the 
moderation of economic activity from an extraor
dinarily rapid pace in recent years has raised con
cerns about the outlook for growth. and financial 
policies have not been tightened even though infla
tion has increased. In China, credit conditions have 
been eased substantially in response to the sharp 
decline in domestic demand that followed the sta
bilization measures implemented in 1989. While 
fiscal imbalances have been small in recent years in 
most developing economies in East and Southeast 
Asia. they have been quite large in a number of 
countries in South Asia such as India, Pakistan. and 
Sri Lanka. Pakistan and Sri Lanka have cut their 
fiscal deficits in the past two years, but the process 
of fiscal consolidation appears to have slowed re
cently even though fiscal imbalances remain 
substantial. 

Economic Activity and Employment 

For many developing countries, the recent in
crease in oil prices and other economic repercus
sions stemming from the invasion of Kuwait by Iraq 
have aggravated an already less favorable external 
economic environment. Slower growth of export 
markets, declining prices for non-fuel primary com
modities, and higher interest rates in international 
financial markets have contributed to a slowdown 
of economic activity in many developing countries. 
In addition, in a significant number of countries the 
recent tightening of financial policies has dampened 
economic activity. However, the disruptions asso
ciated with large macroeconomic imbalances have 
also weakened growth in the countries that have 
tried to avoid or postpone adjustment. Jn view of 
these developments. the staff's revised projections 
envisage a further decline in the growth of real GDP 
in the developing countries as a group from 3 percent 
in 1989 to 2 !14 percent in 1990. The slower pace of 
economic activity is expected to result in declining or 
stagnating per capita GDP in 1990 in all developing 
regions with the exception of Asia (Chart 1 3). GDP 
growth in the developing countries is forecast to 
rebound to 4!14 percent in 1991 ,  assuming that current 
stabilization efforts are sustained. 

Developing Countries 

l n  the developing countries in the Western Hemi
sphere, economic activity in 1989 appears to have 
been somewhat stronger than previously estimated. 
but output is expected to contract in 1990. ln Argentina 
and Brazil, the disruptions associated with hyperinfla
tion and the sharp tightening of financial policies earlier 
this year have led to a marked downturn in economic 
activity. Output is also expected to contract in Peru. 
In both Argentina and Peru, 1990 is likely to mark the 
third consecutive year of negative growth. In Chile. 
monetary restraint has dampened buoyant investment 
demand and growth is expected to slow significantly 
in 1990. Economic activity continues to strengthen 
gradually in Mexico and Bolivia following the imple
mentation of comprehensive stabilization and struc
tural adjustment programs in earlier years. l n  Vene
zuela, however, output is recovering only slowly after 
the 1989 recession. The outlook for 1991 for the 
developing countries in the Western Hemisphere de
pends critically on the success of recent stabilization 
efforts. In the absence of policy slippages. economic 
activity is expected to revive in Argentina, Brazil.  and 
Venezuela, while growth is expected to strengthen 
further in Mexico and to be relatively well sustained 
in a number of smaller countries in the region . The 
average growth of GDP in the Western Hemisphere is 
projected to rise to 31/2 percent in 199 1 .  

I n  Africa, GDP growth is projected to slow from 
3!14 percent in 1989 to 2% percent this year, and to 
recover again to 3!/4 percent in 1991. However, these 

Chart 13. Developing Countries: Real GDP per 
Capita by Regionl.2 

(1970 = 100) 

260�--------------------------------� 

240 

220 

200 

180 

160 

140 

120 

A.\ill/ , , , 

,. 
,. 

, 
,. 

; 
� , , 

" £urnp<' 
,� ...... ..... - -- ..... , _ .  

, ... ... 
,w iddl� £as� . . • ·.,; .-: ;-: -:, .... .: - - " 

. • • • • �
' 

, ,.. .; • 
lllt•.\fl'l"ll llrmi,phfrt• 

� 
. . 

' Composites are averages of percem change� for individual 
countries weighted by the average U.S. dollar value of their 
respective GDPs in 1988. 

� The shaded area indicates staff projections. 

19 



©International Monetary Fund. Not for Redistribution

CURRENT SITUATION 

aggregate growth rates mask considerable differen.ces 
among the countries in the region. Although the recent 
decline in prices for non-fuel primary commodities has 
adversely affected many countries in sub-Saharan 
Africa, a number of countries such as Ghana, Kenya, 
Madagascar, and Uganda are expected to sustain 
growth rates in the range of 4\14 to S Y2 percent in 1990 
as continued stabilization and structural reform efforts 
in recent years have stimulated investment and ex
ports. In response to significant adjustment efforts, 
growth has also strengthened in Algeria and Nigeria, 
although in Nigeria activity is expected to slow this 
year after a relatively strong expansion in 1989. Eco
nomic activity in these countries and in some smaller 
fuel exporting countries in the region is likely to be 
stimulated by the recent rise in oil prices. Output has 
started to decline, or has continued to contract, in 
countries that have delayed adjustment programs or 
have experienced repeated slippages in implementa
tion, such as Cameroon. Cote d'Ivoire. Sudan, and 
Zambia. As noted above, some of these countries 
(Cote d'Ivoire and Zambia) have recently strengthened 
adjustment efforts. The projected recovery of growth 
in Africa in 1991 assumes that these adjustment efforts 
will be sustained. Growth in 1991 is expected to be 
relatively well maintained in most countries that have 
succeeded in reviving economic activity in recent 
years. 

In the Middle East, real GDP growth is projected 
to slow to 2V2 percent in 1990, reflecting in large part 
a substantial contraction of output in Iraq and Kuwait 
as a result of the trade embargo. In the other fuel 
exporting countries in the region, economic activity is 
likely to be stimulated by the recent increase in oil 
prices. Growth in these countries is expected to be 
sustained by relatively strong activity in the non-oil 
sector, and, in some cases, significant increases in oil 
sector output. The pace of economic activity is pro
jected to strengthen in 1990 in several countries in the 
region that are not classified as fuel exporters, although 
some of these countries are likely to be adversely 
affected by shortfalls in workers' remittances and the 
impact of the trade embargo of Iraq. After two years 
of recession. output growth has begun to recover in 
Jordan, while in Israel, recent increases in the Jabor 
force are likely to stimulate growth. In Egypt, however, 
activity is expected to remain weak. Real GDP growth 
in the Middle East is projected to strengthen in 1991 
but the outlook for this region has become particularly 
uncertain since the invasion of Kuwait by Iraq. Output 
growth is expected to strengthen in Turkey, reflecting 
a strong expansion of domestic demand. 

In the developing countries in Asia, output growth 
is projected to remain stable at 5 percent in 1990, 
slower than in 1987-88 when GDP in the region 
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expanded at an average rate of 8Y2 percent, but 
considerably faster than in other developing regions. 
In China, the recent easing of monetary policy is likely 
to Limit the further decline in GDP growth resulting 
from stabilization measures undertaken in 1989 and 
heightened uncertainty about the future of structural 
reforms. In Indonesia, Korea, and Thailand, growth 
in 1990 is expected to be stronger than anticipated 
earlier in the year. Domestic demand, particularly 
private investment, is a key factor in the current 
economic expansion in most developing countries in 
East and Southeast Asia. Export growth has slowed 
in several newly industrializing economies in the re
gion, but continues to provide a strong stimulus in 
Indonesia, the Philippines, Thailand, and, more re
cently, Viet Nam. Export activity is also expected to 
support growth this year in India and Pakistan. Real 
GDP growth in the developing countries in Asia is 
projected to rise to S Y2 percent in 1991 . Output growth 
is expected to recover partially in China with the 
recent relaxation of financial policies, although it would 
remain below the rates achieved in the 1980s. GDP 
growth would be sustained or even strengthened in 
most countries in East and Southeast Asia, in spite of 
the recent monetary tightening in several countries. 
In Bangladesh, India, and Pakistan, GDP growth is 
expected to be sustained or increase slightly, but 
average growth rates in South Asia are likely to remain 
below those in East and Southeast Asia. 

I n  most of the newly industrializing economies in 
Asia, such as Korea and Taiwan Province of China, 
employment growth has been comparatively strong, 
and unemployment rates-after declining steadily dur
ing the 1980s- have been in the 2 to 4 percent range. 
Unemployment also has declined in several other 
developing countries where economic activity has been 
relatively robust in recent years, notably Chile and 
more recently the Pbilippines.9 By contrast, unem
ployment has risen in a significant number of countries 
where widening macroeconomic imbalances necessi
tated a tightening of financial policies, such as Algeria, 
Argentina, and Venezuela. Unemployment appears to 
be particularly high in the developing countries in 
Africa, where jobless rates of between 20 and 
30 percent appear to be quite common in urban areas. 

Inflation 

Following the introduction of stabilization pro
grams earlier this year, price pressures have abated 

9 Data on unemployment in developing countries are sketchy, 
often deficient. and usually published with a considerable lag. In 
most countries, only data on open urban unemployment are avail
able; there is no information on unemployment and underemploy
ment in rural areas. which in many countries account for 50 percent 
or more of the total labor force. 
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sharply in several high-inflation countries in Europe 
and the Western Hemisphere (Chart 14). Between 
January and June J990, monthly rates of consumer 
price increases fell from 79 percent to less than 
14 percent in Argentina, and from 72 percent to 
1 '12 percent in Brazil. (These large declines are not 

fully reflected in the annual data presented in Chart 
14. )  Assuming that current stabiJization efforts will be 
sustained, average annual rates of consumer price 
increases for these countries, as well as for the de
veloping countries as a group. are projected to decline 
significant! y in 199 1 .  

Inflation is expected to be contained or to decline 
further in 1990-91 in most countries that have suc
cessfully reduced inflation from very high levels in the 
recent past, such as Bolivia, Mexico, Uganda. and 
Viet Nam. While price increases have begun to edge 
up in Chile, monetary restraint is expected to prevent 
a resurgence of high inflation. Inflation is projected to 
remain high in 1990 in several countries such as Sudan 
and Zambia that have experienced chronic inflation in 
recent years; but it would slow in 1990-91 in most 
developing countries where inflation pressures tradi
tionally have been more moderate. including most 
developing countries in Africa, Asia, and the Middle 
East, as well as a number of developing countries in 
Europe and the Western Hemisphere. Financial re
straint has substantially reduced inflation in 1990 in a 
number of these countries, including China, Madagas
car, and Nigeria, although inflation is likely to increase 
significantly this year in Algeria. Price pressures also 
have intensified in 1990 in a number of rapidly ex
panding economies in East and Southeast Asia (in
cluding Korea and Thailand), where inflation had been 
kept in single digits. However, recent moves toward 
monetary restraint in several of these countries suggest 
that, in most cases, these pressures are likely to be 
contained. 

Real Effective Exchange Rates 

The depreciation of real effective exchange rates 
that began in 1989 in the developing countries in 
Asia, Europe. and the Middle East continued in the 
first quarter of 1990 but slowed or was reversed in 
the second quarter (Chart 15 ) .  l n  Asia the recent 
average depreciation reflects mainly a substantial 
decline in the reaJ value of the Chinese yuan. Real 
effective exchange rates also depreciated, albeit at 
moderate rates, in late 1989 and early 1990 in a 
number of other economies in the region. including 
India. Korea. the Philippines. and Taiwan Province 
of China. I n  Korea and Taiwan Province of China, 
however, real effective exchange rates remain con-

Developing Countries 

Chart 14. Developing Countries: Inflation by 
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1 Regional composites are geometric averages of consumer price 
indices measured in local currencies for individual countries weighted 
by the average U .S. dollar value of their respective GDPs over the 
preceding three years. The large increases in inflation in Europe 
and the Western Hemisphere reflect the high inflation rates in a few 
developing countries in these areas. 

' The shaded area indicates staff projections. 

siderably above their troughs in 1987, with the 
depreciation during 1 985-86 almost fully reversed. 
ln nominal effective terms, the values of most 
currencies in the Middle East remained broadly 
unchanged in early 1990, but they fell in reaJ effective 
terms mainly because of significant inflation differ
entials between the countries in the region and some 
major trading partners among the other developing 
regions. 

In contrast to other developing country regions, 
real effective exchange rates in the Western Hem
isphere continued to appreciate in the first half of 
1990 as rapidly rising prices outstripped nominal 
devaluations in countries such as Argentina, Brazil, 
and Peru. In most other countries of the region, 
including Bolivia, Chile, and Mexico, real effective 
exchange rates changed little. l n  Africa, the im-

2 1  
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Chart 15.  Developing Countries: Real Effective 
Exchange Rates• 
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' Composites for regional groups are weighted average�. where 
countrie>' weights are doUar values of their respective GDPs during 
1982-87. Because of the Lack of appropriate domestic price data. 
the countries included for the Middle East and African regions cover 
only about 50 percent and 85 percent. respectively. of their regional 
GDPs. Coverage for the Western Hemisphere, Europe, and Asia is 
complete. 

provements in competitiveness between 1985 and 
1989 have generally been maintained as more coun
tries, including Algeria, The Gambia, Ghana, Ni
geria, and Uganda, have liberalized their exchange 
arrangements and adopted more flexible exchange 
rate policies. Nonetheless, a few countries in the 
region, such as Liberia and Sudan, have recently 
allowed substantial real appreciations of their 
currencies. 

Eastern Europe and the Union of Soviet 
Socialist Republics10 

In the past year, a broad consensus has emerged 
in most of the countries of Eastern Europe in favor 

10 Eastern Europe is defined to include Hungary. Poland. Romania. 
Yugoslavia. as well as Bulgaria. Czechoslovakia. and the German 
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of a market-oriented economic system. However, 
considerable disagreement remains about the desir
able pace of reforms and the sequencing of reform 
measures, a disagreement that is particularly evident 
in the U . S .S . R. The following discussion focuses 
on recent economic developments and stabilization 
policies in the region, while issues of systemic 
reform are discussed in Supplementary Note I .  

Stance of Policies 

The experience in many developing and industrial 
countries indicates that the establishment of con
ditions for relatively low and stable inflation is of 
central importance for the successful implementa
tion of structural reforms. Under the previous sys
tem of central planning and microeconomic controls. 
stabilization policies were mostly confined to ad
justments of physical output plans, with fiscal as 
well as monetary policies playing only a secondary 
role. As the countries of Eastern Europe abandon 
central planning or reduce its role, a fundamental 
task for economic management is to establish in
struments of indirect macroeconomic control . 1 1  

The lack of necessary instruments and institutions 
and, in some cases, slippages in policies contributed 
to growing macroeconomic imbalances in the region 
in 1989. To reduce these imbalances and to provide 
a more stable framework for structural reforms, 
several countries undertook adjustment efforts in 
1990. In Czechoslovakia, Hungary, Poland, and 
Yugoslavia. the fiscal policy adjustments that began 
in the first half of this year are expected to continue 
and, in some cases, to be strengthened so that all 
four countries would report a fiscal surplus for I 990. 
I n  1 99 1 ,  the fiscal balance of some countries in 
Eastern Europe could deteriorate if trade among 
the members of the Council for Mutual Economic 
Assistance (CMEA) is shifted to world prices and 
payments in convertible currencies. For example. 
the staff estimates that the net fiscal benefits to 
Hungary from CMEA trade in 1990 are equivalent 

Democratic Republic. The last three countries and the U.S.S.R. are 
not-at the time of writing-members of the Fund. In the Statistical 
Appendix, the Eastern European countries that are members of the! 
Fund are included among the "developing countries of Europe" 
group; the countries that are not members of the Fund arc classified 
as part of the "other countries·· group. 

" The U.S.S.R. still has a mandatory plan for 1990. although it 
is not clear to what extent it is being enforced. No mandatory 
economy·wide plan is in effect this year in the countries of Eastern 
Europe. but several have retained obligatory plans for selected 
activities. mostly covering external trade arrangements with other 
countries in the region. Yugoslavia had only a short period of 
mandatory central planning after World War 11. 
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to about 2 1/4 percent of GDP. largely reflecting taxes 
on cheap Soviet petroleum products. If the CMEA 
trade regime is abandoned, renewed efforts would be 
required to avoid a significant deterioration in fiscal 
positions that could jeopardize macroeconomic stabil
ity and adversely affect growth prospects. 

In the U.S.S.R. the fiscal target for 1990 envisaged 
a sharp decline in the budget deficit, following an 
estimated deficit of about 10 percent of GDP in 1989. 12 

In June 1990, the Parliament attempted to address 
budgetary developments and the Prime Minister of the 
U .S.S.R. presented a proposal that called for a sub
stantial increase in July in some 

·
rood prices. most 

notably bread, with additional price increases planned 
for the beginning of 1991. However. the Parliament 
rejected the price increases, partly because the 
adjustments would have been implemented without 
parallel structural reforms of the economy. Bud
getary problems in several countries in Eastern Europe 
were aggravated by weaker-than-expected levels 
of economic activity in the first half of 1990 that 
contributed to reduced fiscal revenues. In Yugoslavia, 
the management of fiscal policy was complicated 
by an erosion of the central government's ability to 
control the unexpectedly high expenditures of the 
Republics. 

The main goal of monetary policy in Yugoslavia 
since mid- December 1989, and in Poland since January 
1990, has been to reduce the rate of price increases 
from hyperinflation levels. Tight monetary policies 
supported by fiscal and. especially in Poland, by 
incomes policies have successfully eliminated hyper
inflation in these countries. ln both countries and also 
in Hungary. where inflation pressures were substan
tially lower than in Poland and Yugoslavia. upward 
adjustments in interest rates and tighter control over 
credit expansion were the key monetary instruments. 
In Bulgaria, Romania, and the U.S.S . R . ,  on the other 
hand, the government continued to have essentially 
automatic access to credit from the banking sector. In 
the absence of an independent monetary policy, sup
pressed. and sometimes open, inflation pressures re
main a central problem in these countries. Monetary 
policy developments were radically different in the 
German Democratic Republic: the Deutsche Bundes
bank became the monetary authority and the deutsche 
mark became the sole legaJ tender after the country 
formed a currency and economic union with the 
Federal Republic of Germany on July I ,  1990. 

11 For a more detailed discussion of budgetary issues in the 
U.S.S.R .. see Gur Ofer. '·Budget Deficit, Market Disequilibrium 
and Soviet Economic Reforms ... StJI'ier Economv. Vol. 5. 1989. 
pp. 107-61. 

. 

Eastern Eurone and U.S.S.R. 

Economic Activity and Employment 

In the first half of 1990. economic activity in 
Eastern Europe has been weak and for the year as 
a whole output is projected to decline by about 
51/4 percent: a decline also is expected in the U.S.S.R.U 
In 199 1 .  output growth is likely to be slightly negative 
in the Eastern European countries as a group-partly 
as a result of the assumed increase in oil prices. which 
is compounded by the high energy intensity of these 
economies-and stagnation is projected for the U .S.S.R. 
Given the uncertainties with regard to both the course 
of current and future policies and the effects of changes 
in policies on economies undergoing radical transfor
mations, these projections arc highly tentative. 

The decline in output in 1990 is projected to be most 
severe in the German Democratic Republic and Poland, 
the countries that have implemented the most far
reaching reforms.14 There has been a substantial in
crease in activity in the nonsocialized sector in both 
countries. but this sector is currently relatively small 
in all countries in the region and a temporary fall in 
total output appears to be inevitable as these economies 
restructure from inefficient production and distribution 
systems based on central planning toward a market
oriented system. The German Democratic Republic 
and Poland are projected to be the first countries to 
reap the efficiency gains of the market system, and 
this is reflected in relatively favorable medium-term 
growth projections. The German Democratic Republic. 
of course, would also benefit from integration with the 
Federal Republic of Germany. 

In the U.S.S.R .. the projected decline in output in 
1990 is, in part, a reflection of a breakdown in labor 
discipline and a result of ethnic and regional conflicts. 
The policy shift in late 1989. which placed greater 
emphasis on the production of consumer goods, was 
largely ineffective in alleviating the excess demand for 
these goods. From the demand side, sizable increases 
in wages and the large fiscaJ deficit contributed im
portantly to the continuation of market imbalances. 
On the supply side, there have been many indications 
in the U .S.S.R. and several countries of Eastern 
Europe of a widespread failure of coordination between 
different enterprises, as the role of the central plan 

13 There is considerable uncertainty about the quality and relia
bility of economic data for the Eastern European countries and the 
U.S.S.R . .  and quantitative assessments should be interpreted with 
extreme caution. 

1' Aside from data problem�. the extent of the .:conomic slowdown 
in Eastern Europe in general. and in these two countries in particular. 
is difficult to measure given that most prices under the old �ystem 
were administered by the state and hence did not reflect relative 
scarcities. When prices are liberalized on a large scale. the value 
of aggregate output measures such as GDP or net material product 
based on the new prices are not directly comparable with aggregates 
in the previous period as measured on the basis of the old prices. 
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was weakened without the simultaneous introduction 
of a markct-ba�ed coordination mechanism based on 
freely determined prices. By mid-1 990. this coordi
nation failure had resulted in supply shortages and 
threatened production stoppages: it had also led to 
underfulfillment of bilateral trade agreements. espe
cially as regards exports of the U.S.S.R . .  and hence 
had spillover effects on other countries in the region. 
As a net exporter of oil. the U.S.S.R. will benefit 
somewhat from the recent increase in oil prices. 
However. the potential benefits will be limited by 
lower levels of oil production resulting from the de
teriorating capital stock in this sector. 

In the German Democratic Republic. Hungary. Po
land. and Yugoslavia, the slowdown in economic 
activity and the restructuring of the economy were 
accompanied by a rise in unemployment. By the end 
of August 1990. unemployment in Poland is estimated 
to have increased to 4Y2 to 5 percent of the labor force 
and in the German Democratic Republic to 4 to 
41/2 percent, with some further increases likely over 
the remainder of the year.1s At the same time. unem
ployment in Hungary remained low at about I percent. 
The unemployed in these countries are eligible for 
benefits and. in some cases. retraining: the Government 
of the U .S.S.R. is planning to introduce a similar 
unemployment insurance system in the second half of 
1990. Although unemployment in these countries is 
large by the standards of the past-open unemployment 
had been virtually nonexistent under the old system
it is still relatively low in comparison with many 
industrial countries. 

Inflation and Exchange Rates 

Inflation in most countries of Eastern Europe and 
the U .S.S.R.  had been suppressed prior to 1989. 
The continued underlying inflation pressures in the 
U.S. S . R .  in 1990 were manifested in widespread 
shortages. queuing, and possibly a sizable monetary 
overhang.16 Given this legacy, substantial upward 
movements in average price levels may be unavoid
able with large-scale price liberalization, particularly 
if subsidies are reduced or eliminated at the same 
time and alternative outlets for purchasing power. 

'' In the German Democratic Republic. there were also 1.44 
million persons on short-time work ( Kurzarbeil) in addition 10 the 
361 thousand registered unemployed. When an enterprise registers 
for \hOrHime work. part of the wage payments arc financed by the 
unemployment office: but in contrast 10 procedures in the Federal 
Republic. for an interim period enterprises in the German Democratic 
Republic do not have to prove their financial viability. If enterprises 
had to demonstrate their financial viability, il is likely lhal many of 
tho�e regbtered for short-time work would be unemployed. 

"'The extent of the monetary overhang is difficult to measure. 
Gur Ofer. op. d1 .. p. 143. reports Soviet estimates of this overhang 
to be about Jl) percent of GDP in the U .S.S. R. 
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such as the sale of state assets to the private sector 
are slow to develop. ln these circumstances. it is 
important that financial policies prevent the initial 
jump in prices from evolving into a lasting inflation
ary process. 

During the first half of 1990. inflation rates differed 
significantly across countries. The highest rates were 
reported in countries that had either unde1iaken 
price reforms. or where inflation had already been 
high in 1 989. such as Poland, Yugoslavia. and. to a 
much lesser extent. Hungary. Faced with hyperin
flation at the end of 1 989. Poland and Yugoslavia 
adopted programs designed to reduce inflation sig
nificantly. After a sharp devaluation of their curren
cies, Yugoslavia in mid-December 1989 and Poland 
on January I ,  1 990 introduced a fixed exchange rate 
regime with full convertibility for most current 
account transactions by pegging their currencies 
against the deutsehe mark and the U .S.  dollar, 
respectively. Consumer price inflation in Poland 
declined quickly and markedly, and by July 1990 it 
had fallen to about 3 Y� percent at a monthly rate. In 
Yugoslavia, monthly inflation was approximately zero 
in June 1990, although it increased again somewhat to 
about 2 percent in the subsequent two months following 
the upward adjustment in selected administered prices 
and additional price liberalizations. The move to a 
fixed exchange rate regime has been widely viewed as 
having fulfilled its objective, namely. to establish a 
credible domestic anti-inflation policy by pegging to a 
low-inflation currency. That the commitment to the 
fixed exchange rate regime was itself credible. stemmed 
to a large extent from tight domestic monetary and 
fiscal policies.17 

In several countries. but particularly in Poland. 
incomes policies contributed importantly to the early 
success of anti-inflation programs. Wages served as a 
second nominal anchor (along with the exchange rate). 
and wage increases during the first half of 1990 were 
below the ceilings that would have triggered punitive 
taxation. and substantially below the actual rate of 
price inflation. Taxes on "excessive·· wage increases 
were also introduced in Hungary and the U .S.S. R. In 
general, the experience of other countries indicates 
that incomes policies. including those based on wage 
taxes, have seldom been effective except for short 
periods. Moreover. continued access for state-owned 
enterprises to additional credits and subsidies has often 
undermined incomes policies; in some countries in the 
region. the effectiveness of supporting credit policies 
has been mitigated by the increasing importance of 
forced credit through interlocking enterprise arrears. 

" The credibility of Poland's fixed exchange rate may have been 
as�isted further by the establishment of the exchange rate �•abili
t.ation fund. 
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This underscores the importance of introducing a 
competitive financial sector. combined with effective 
bankruptcy laws, to eliminate distonionary and infla
tionary consequences of the ··soft" budget constraint 
for enterprises.•s 

Several countries in Eastern Europe implemented 
discrete adjustments in some prices and a limited 
liberalization of their pricing system. In Czechoslo
vakia. prices for transport and communication were 
based on a uniform markup at the beginning of 1990. 
following the earlier introduction of a similar pricing 
rule for industrial wholesale goods and agricultural 
inputs. While this resulted mostly in adjustments of 
relative wholesale prices. the overall retail price level 
increased significantly after food prices were raised 
by an average of about 25 percent in July. inflation 
pressures increased further in some countries in East
ern Europe when the U.S.S.R. reduced its subsidized 
fuel o;hipments in the second half of 1990. and they 
were again increased when world oil prices rose sharply 
in August. 

Recent changes in the average real effective ex
change rate of Eastern Europe largely reflect devel
opments in the countries that have had high rates of 
inflation. In Poland, the large nominal depreciations 
late in 1989 and at the beginning of 1990 resulted in 
sharply lower real effective exchange rates in the first 
quarter of 1990. During the second quarter, the real 
effective exchange rate remained broadly stable. In 
Yugoslavia the real effective exchange rate appreciated 
substantially. especially during the first quarter of 1990, 
when domestic price increases were still high. 

World Commodity Markets 

Oil Market Developments 

World oil prices strengthened considerably in 1989 
and remained volatile in the first half of 1990: the 
average petroleum spot price (APSP) fluctuated 
qetween $14.30 and $ 19.60 a barrel between April 
1989 and June 1990. reflecting weather conditions 
ami other temporary factors (Chart 16). PJ Oil prices 

'" A "soft" budget constraint refer� to the ability of a borrower . 
.:�p.:cially large \late-owned companie�. to cover or dbguise it� 
tinancml los�es or gain financial advantage by obtaining credit. 
�ubsiJies. or tax concessions. Sec Jftno' Kornai. "The Hungarian 
Reform Proces�." Joumal ��rt:conomic Litt'roture. Vol. 24 (No. 4). 
December 1986. pp. 1687-737. 

1'1 The average petroleum spot price i� the >implc average �pot 
market price of Alaskan North Slope. Dubai. and Brenl. repre�enting 
heavy. medium. and light crude oib in the three different regions. 
While crude oil price diff<!rentials have varied con,iderably in the 
pa�t fe" year�. the APSP corresponds roughly to the average spot 
market price of the seven crude oils included in 1 he reference basket 
of the Organization of Petroleum Exporting Countrie� (OPEC). 

World Commodity Markets 

Chart 16. World Commodity Prices 
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February l .  1987 to July 27. 1990 when it wa� rai�ed to S:! I .  The 
reference price refers to the unwe1ghted average of th� oflicml 
export prices of �even crude oil�. 

were weakest in mid-1990. owing primarily to the 
continued high level of total OPEC crude oil pro
duction in excess of the aggregate output quota. As 
a result, world oil inventories increased considerably 
in the second quarter of 1990, which exerted addi
tional downward pressure on prices. Following an 
OPEC decision in early May 1990 to curtail output 
temporarily. total OPEC production was estimated 
to have declined somewhat in May-June 1990. 

The average petroleum spot price ro!.>e by 
14Y• percent to $16.40 a barrel in July 1990, reflecting 
mainly market speculation regarding the outcome of 
the OPEC meeting and the threats of Iraq to .. deal 
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with force" with persistent quota violators.20 Oil prices 
surged on August 2, the day of the invasion of Kuwait 
by Iraq. The APSP immediately jumped to $22 a barrel 
from an average of $ 1 8  a barTel in the previous week. 
In the following six weeks the APSP fluctuated between 
$23 and $33 a barrel, reflecting market fears that the 
invasion could disrupt oil coming from Iraq and the 
countries around the Persian Gulf-which account for 
about25 percent of world supplies-the possible effects 
on oil supplies of the sanctions imposed on Iraq by 
the Security Council of the United Nations. and the 
risk of further military operations in the area. 

Future movements in oil prices will depend upon 
developments in the Middle East. Prices could rise 
further. perhaps substantially. in the event that military 
operations resulted in the destruction of oil producing 
facilities: or they could fall from present levels if the 
political problems were to be resolved. or even if the 
situation remained unchanged but other oil producing 
countries increased production. l t  is estimated that the 
excess idle capacity of OPEC members. excluding 
Iraq and Kuwait, amounts to about 4 million barrels 
a day. which is roughly equivalent to the combined 
pre-crisis level of exports from Iraq and Kuwait. A 
majority of OPEC members agreed on August 29 to 
suspend production ceilings and to allow members to 
increase production. A number of countries have stated 
that they would increase production. and Saudi Arabia 
has already done so. In addition. commercial oil 
inventories at the present time remain at relatively 
comfortable levels. reflecting high OPEC production 
in the first seven months of 1990, and the governments 
of major industrial countries hold strategic petroleum 
reserves of close to I billion barrels. 

As noted in the Introduction. oil prices are assumed 
to average $26 a barrel in the fourth quarter of 1990 
before coming down gradually to the new OPEC 
reference price of $21 per barrel by the fourth quarter 
of 1991 .  This reflects the assumption that most of the 
production shortfall corresponding to Iraq and Kuwait 
would be gradually offset by increased production by 
other members of OPEC. For the medium term, the 
projections are based on the usual technical assumption 
of constant real oil price.s. implying increases of about 
4 percent at an annual rate in the nominal U .S. dollar 
price from the first quarter of 1992 to 1995. 

Non-Oil Commodity Prices 

Non-oil commodity prices declined sharply during 
1989. reflecting the reduced pace of world economic 

ro At the OPEC meeting that ended on July 27. !990. the official 
reference price. which had been $18 a barrel since February I .  1987. 
was raised to $21 a barrel and the overall OPEC quota was set at 
about 22.5 million barrels a day (compared with about 22 mbd for 
the first half of 1990). 
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activity as well as improved supplies in some com
modity markets (see Chart 16). In the first half of 
1990, food prices declined a further 61/2 percent. 
agricultural raw material prices were stable, whereas 
tropical beverage and mineral and metal prices in
creased by 7 '12 and 4 percent. respectively. Notwith
standing this recent firming, in June 1990 non-oil 
commodity prices were on average 71/4 percent below 
their levels in June of the previous year. with the most 
pronounced decline for tropical beverages (20 percent) 
and the smallest for agricultural raw materials 
(31/4 percent). Non-oil commodity prices appeared to 
be largely unaffected by the increase in oil price in 
August. the notable exceptions being aluminium prices. 
which rose-reflecting concerns over the availability 
of supplies from smelters in some countries around 
the Persian Gulf-and tea prices, which weakened 
mainly because of the embargo of tea shipments to 
Iraq. 

On a year-over-year basis. the Fund's index of non
oil commodity prices (based on world export weights 
and expressed in U.S. dollars) is projected to decline 
by 8 percent in 1990. although the bulk of that decline 
occurred during the second half of 1989. In the ten 
years since 1980. non-oil commodity p1ices have dropped 
by some 40 percent relative to the export price of 
manufactures of industrial countries. With broadly 
stable growth in the industrial countries. average non
oil commodity prices are projected to decline by about 
1/2 of I percent in 1991 .  Prices of tropical beverages 
are expected to recover from the sharp declines of the 
past few years and increase by 8:Y4 percent in 1991 . 
reflecting some rundown in stocks and increased de
mand. Mineral and metal prices are projected to decline 
by 10% percent in 1991. with continued easing of 
supply constraints and reductions in demand. 

Trade and Payments Balances and Debt 

World Trade Developments 

The volume of world trade is projected to increase 
by about 5'12 percent in both 1990 and 199 1 .  The 
slowdown from the rapid growth in 1988 and 1989 
(9 percent and 71/4 percent, respectively) is in line with 
the anticipated moderation in the expansion of the 
world economy. particularly the weakening growth of 
investment which is relatively trade-intensive. Growth 
in the volume of trade is projected to fall from 
7'12 percent in 1989 to 5 percent in 1991 in the industrial 
countries: and from 7:Y4 percent to 5:Y� percent in the 
developing countries. 

The growth of industrial country import volumes is 
projected to decline by 3'/z percentage points from 
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1989 to 1991 . while the rate of expansion of exports 
would fall by 13/J percentage points. Among the major 
industrial countries. steady declines in export growth 
are projected for the continental European countries. 
with the most pronounced decline in the Federal 
Republic of Germany largely reflecting the diversion 
of trade to the German Democratic Republic.21 World 
market shares of non-oil exports are projected to rise 
in 1990-91 for France, Italy. and the United Kingdom; 
the market share of the Federal Republic of Germany 
is projected to increase in 1990 and to fall in 1991 
(Chart 17). 

Jn the developing countries. import growth is pro-
jected to fall faster than exports in volume terms in 
1990. while the opposite pattern is expected in 1991. 

The decline in export growth among the developing 
countries reflects reductions in the volume of fuel 
exports: export growth of the non-fuel exporting coun
tries is projected to decline only moderately in 1990-
9 1 .  By contrast. the reduction in the growth of deve

loping country imports would result from the peifor
mance of the non-fuel exporting countries largely on 
account of adjustments to higher oil prices: import 
growth in the fuel exporting countries is expected to 
increase rapidly in 1991 .  The growth of exports is 
projected to outpace the expansion of imp011s in the 
four newly industrializing Asian economies as a group 
in 1991-reverling to the pattern of higher export 
growth that existed before 1987-reflecting import 
volume adjustments to compensate for the deteriora
tion in the terms of trade. 

Current Account Developments: 
industrial Countries 

From 1986 to 1989 the current account surplus of 
Japan narrowed substantially by about 2 V2 percent 
of GNP: over this period the U.S.  current account 
deficit fell by I V4 percent of GNP (Chart 18,  Table 3). 

Corresponding to these changes in the current account 
were changes in net private capital flows and the 
reserves of the monetary authorities. I n  each year 
from 1986 to 1988. the net asset position of the 
monetary authorities declined in the United States but 
rose in Japan: this pattern was reversed in 1989 
(Table 4).�2 Based on the usual assumptions of un
changed policies and real exchange rates. the external 
imbalances of these two countries are projected to 

" Trade statistic� published b} both countries do not include 
bilateral trade figures. 

�� Although the foreign direct investment component of capital 
11ow� has attracted considerable attention because of the possible 
implications for the external adjustment process. the absolute 
magnitude of ponfolio investment and �hort-term capital flows has 
been considerably larger. 

Trade and Payments Balances and Debt 

Chart 17.  Market Shares of World Non-Oil 
Exports1·2 
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Chart 18. Three Major Industrial Countries: 
Current Account Imbalances• 
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Table 3. Alternative Measures of Current Account Imbalances in Selected Countries, 1980-91 

Staff Projection:. 
1980 1986 1988 1989 1990 1991 

Unitt:d State� 
In billions of U.S. dollars t.t - 145.4 - 128.9 - 1 10.0 -97.0 - 99.7 
In percent of GNP 0.0 -3.4 -2.6 -:!.1 - 1 .8 - 1.7 

Japan 
In b•llions of U .S. dollars - 10.7 85.8 79.6 57.2 47.5 55.tl 
In trillions of yen -2.4 14.5 10.2 7.9 7 . 1  lL:! 
In percent of GNP - 1 .0 4.4 2.8 2.0 1 . 7  1 . 8  

Germany. Federal Republic of 
In billion� of U.S. dollar� - 13.8 39.7 50.4 55.4 48.9 384 

In billion" of DM - 2 5 . 1  85.8 88.4 104.1 80.0 60.5 
In percent of GNP - 1. 7  4.4 4.2 4.tl 3.3 ::!.3 

United Kingdom 
In billions of U .S. dollars o.6 0 . 1  -2r..o - 3 1 .3 -26.6 - 2 1 .6 
In percent of GNP 1 .2  - 3 . 1  -3.7 -2.8 -1.0 

Canada 
In billions of U.S. dollars - 1 .0 -7.3 -!U - 14. 1 - 15.7 - 16.9 
In percent of GNP -0.4 - 2.0 - 1 .7 -2.6 -2.7 -2.7 

Memorandum 
Four Asian NIE,1 

In billions of U .S. dollars -9. 1 23.2 27.8 21.3 1 3 . 1  1 1 .8 
In percent of GNP -6.3 9.8 7.4 4.8 1.7 :!.2 

European Community 
In billions of U.S. dollars -47.7 5 1 . 2  17.2 6.2 - 3.7 - 16.6 
In percent of GNP - 1 . 5  1 . 5  0.4 0 . 1  - 0. 1 -0.2 

1 The four Asian newly industrialiL.ing economies comprise Hong Kong, Korea. Singapore. and Taiwan Province of Chma. The current 
account projections for thi� group. which in some cases are based on partial information. arc subject to a larger margin of error than are 
tho"e for the other countries lbted in the table. 

narrow further in 1990 and remain broadly unchanged 
in 1991. After increasing somewhat from 1986to 1989. 
the surplus of the Federal Republic of Germany is 
projected to fal l  by the equivalent of 21/4 percent of 
GNP from 1989 to 199 1 .  as national savings are 
redirected toward increased investment associated 
with unification. 

The current account deficit of the United Kingdom. 
which rose substantially during 1986--89. is projected 
to decline by 1% percent of GNP during 1990--9 1 .  
owing to the contraction of domestic demand in 1990. 
After widening to 2Y:! percent of GNP in 1989. the 
deficit of Canada is expected to increase somewhat 
further and to average 2:Y4 percent of GNP in 1990--
9 1 .  In the same period. external deficits are expected 
to range from 3% percent to SY2 percent of GNP in 
Australia. Finland, Greece. New Zealand. Spain. and 
Sweden: Belgium. the Netherlands. and Switzerland 
would continue to register substantial surpluses. 

The trade deficit of the industrial countries as a 
group is projected to fall by $ 1 2  billion in the two 
years after 1989 to $28Y4 billion in 1991. The trade 
balance of the major industrial countries is expected 
to shift from a deficit of $5 billion in 1989 to a surplus 
of$22 billion in 1991. while the combined trade deficit 
of the other industrial countries would widen by $14Y2 

28 

billion over the same period. reflecting primarily de
velopments in non-oil trade. In 1989. the rise in oil 
plices led to a $23 billion increase in the oil trade 
deficit for the industrial countries as a group. with 
most of the deterioration affecting the major industrial 
countries. On the basis of the new oil price assumption. 
the oil trade deficit for the industrial countries is 
expected to rise by over $25 billion in 1990 and by an 
additional $16 billion in 1991. 

Current Account Developments: 
Developing Countries 

The aggregate current account deficit of the de
veloping countries is estimated to have increased 
by $2 billion in 1989 to $ 1 6  billion, or 1% percent of 
exports of goods and services. The increased deficit 
reflected the net effect of declines in non-oil commodity 
prices and prices of manufactures, a deterioration in 
net service payments. and also the impact of higher 
oil prices (which was largely responsible for the overall 
improvement in the developing countries' terms of 
trade). The current account deficit of the developing 
countries is projected to fall sharply to $4:Y4 billion in 
1990, and to widen further to $ 1 1  billion in 1991 (1/:! of 
I percent and I percent of exports of goods and 
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Table 4 .  United States, Japan, and Federal Republic o f  Germany: Current Account Financing, 1 986-90 

( In billion� of U.S. dollars and percent) 

1986 

United State� 
Current account: - 145.4 

Capital account. net' 109.5 
Of which: 

Direct investment. net: • 15.4 
As�t:t� - 18.7 

Liabilitie� 3-1.1 

Net tran�actions of monetary authoritie�' 35.9 

(As a percent of cu1Tent account) ( - 24.7) 

Japan 
Current account 85.8 

Capital account. net' -72.1  
Of which: 

Long· term - 13 1 . 5  

Of which: direct investment. net' - 14.3 

Short·term 56.9 

Net tran�action� of monetary authoritie�' - 13.7 
!As a percent of current account) ( - 16.01 

Germany. Federal Republic of 
Current account 39.7 

Capital account. net' -36.9 
Long· term 15.5 

Of which: direct investment. net' -8.5 
Short·term 1 - 52.4 

Net transactions of monetary authorities' -2.8 
lA� a percent of current account) ( -7 . 1 )  

1987 1988 

- 1 62.3 - 1 28.9 

108.0 93.3 

15.9 -12.2 
- 3 1 .0 - 16.2 

46.9 58.4 

54.4 35.6 
( -33.5) 1 - 27.6) 

87.0 79.6 

-4-1.8 -64.1 

- 1 36.5 - 130.9 
- 18.4 - 3-1.7 

95.7 M.O 

-42.3 - 15 . .5 
( - 48.6) ( - 19.4) 

45.8 50.4 

-22.8 -70.1 
- 1 2.9 -49.6 

-7.2 -9.9 
-9.9 -20.6 

-23.0 19.8 
( - 50.2} (39.3) 

19!l9 

- 1 10.0 

126.5 

-111.5 
-31.7 

n.� 

- 1 (1.5 
( 15.0) 

57.1 

- 81.9 

-R9.2 
-45.2 

29.4 

24.7 
(-13.11 

55.5 

-65.6 
- 12.1  

-7.5 
-53.5 

10.1 
( 1 8.2) 

19901 
ht 

half 

87.0 

96.4 

- 3 () 
- 14.R 

2 1 . 0  

-9.4 
(IO.RJ 

47.1 

- 7!UJ 

-69.6 
51.2 

3.6 

55.-l 

-50.6 
- 58.5 
- 14.9 

-9.7 

-5.6 
( - 1 0 . 1 1  

1 At annual rates. Current account data have been seasonally adjusted. 
: Data have been revised to exclude unrealized capital gains and losses associated with exchange rate changes. 
' Includes errors and omission�. 
• A minus sign indicates a rise in net assets or an outflow of capital. 
' Excludes valuation adjustments: a minus sign indicates an increase in reserves. 

services, respectively). This deterioration between 
1989 and 1991 in the current account deficit for the 
developing countries as a group reflects very different 
developments in the fuel exporting and the non-fuel 
exporting countries: for the fuel exporters. the current 
account is projected to improve by $17 billion. swinging 
from a deficit in 1 989 to an $ 1 1  billion surplus in 1 99 1 ;  
for the non-fuel exporters, the current account deficit 
is expected to widen by $ 1 2  billion to nearly $22 billion 
in 1 99 1 .  

The reduction in the current account surpluses of 
the four newly industrializing economies of Asia that 
began in 1987 is projected to continue in 1 990-9 1 .  Most 
of this adjustment reflects large increases in merchan
dise imports, which rose from $150 billion in 1987 to 
$232 billion in 1 989 and are projected to increase 
further to $287 billion in 199 1 .  Net investment income 
receipts rose sharply from a deficit of $;1,14 billion in 
1 985 to a surplus of $43!4 billion in 1989, but they are 
expected to increase only marginally in 1990-9 1 .  Most 

of the increase in net investment income receipts during 
1985-91 is accounted for by a large rise in net receipts 
in Taiwan Province of China and a decline in net 
payments in Korea. The projected decline in export 
growth and the rapid expansion of imports reflect the 
anticipated slowdown in external demand. the increase 
in oil prices. relatively robust domestic demand. and 
the increased openness of Korea and Taiwan Province 
of China to foreign products. 

The external accounts of a number of Eastern 
European countries are projected to improve tempo
rarily in 1 990, the result of significant declines in 
imports and strong export growth related to weak 
domestic demand and better access to foreign markets. 
ln 1991,  a halt to the sharp declines in output in 1990. 
together with the increase in oil prices. is expected to 
lead to a deterioration in the current account position 
of the Eastern European countries a a group. The 
projections also reflect a combination of the anticipated 
terms-of-trade deterioration vis-a-vb the U .S.S. R . .  the 
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short-term effects of trade liberalization. and increased 
demand for investment goods associated with the 
economic transformations under way in some coun
tries. The switch to convertibility envisaged for trade 
with other CMEA partners. especially the U.S.S.R . .  
is expected to have several important effects on trade 
relations in the region. First, the dramatic increase in 
commodity prices relative to the prices of manufactures 
in trade with the U .S.S.R. is expected to change both 
the geographic and the commodity composition of 
trade and to reduce purchasing power in Eastern 
Europe. Second, the move to world prices in trade 
between Eastern European countries and the realign
ment of exchange rates are likely to increase trade 
with industrial countries (and reduce trade with the 
U.S.S.R.) and reduce trade volumes until these coun
tries are in a better position to compete on world 
markets. 

The financing of the increased current account def
icits of the developing countries is expected to be 
provided largely by official creditors. The total amount 
of net external borrowing is projected to rise from $32 
billion in 1989 to $42 bill ion in 1991,  near I y all of which 
represents financing from official sources, including 
use of Fund credit. Net Fund financing is projected to 
reach $2 billion in 1990 and nearly $5 billion in 199 1 ,  
reversing the pattern of net repayments to the Fund 
during the four preceding years. The increased use of 
Fund credit is to support policy changes that are being 
adopted in a number of countries. including through 
the provision of financing for debt and debt-service 
reduction operations.23 The rise in net official financing 
has been accompanied by a decline of one third in the 
total amount of new commitments raised in interna
tional capital markets by developing countries in 1989 
and early 1990. This decline mainly reflected the 
absence of concerted lendjng arrangements as spon
taneous lending to countries with market access re
mained broadly unchanged. An encouraging develop
ment, however, has been that a few private borrowers 
from countries with recent debt-servicing difficulties 
were able to obtain limited amounts of foreign credits 
on a voluntary basis. Over the near term, it is likely 
that developing countries· relations with commercial 
creditors will continue to be dominated by debt
reduction operations. 

During 1990-9 1 .  the net cash flow position of the 
developing countries, measured by the net availability 
and use of foreign exchange, is projected to reflect the 

'' During the first half of 1990. six countries concluded arrange
ments with the Fund. including stand-by arrangements and lending 
through the structural adjustment facility and the enhanced structural 
adjustment facility totaling SDR I �  billion ($1 Y. billion); in 1989, 
19 countries concluded arrangements amounting to SDR 9'1.. billion 
($12'/t billion}. 
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net effect of weaker trade pe1formance, additional 
external borrowing, and a buildup of reserves (Chart 
19). l n  countries with recent debt-servicing difficulties. 
the projected developments in net sources of foreign 
exchange stem from the substantial narrowing in the 
trade surplus-from $30 billion in 1989 to $22 billion 
in 1991-which is expected to be more than offset by 
a rise in non-debt-creating flows (from $14 billion to 
$20 billion) and external borrowing (from $20 billion 
to $28 billion). Given the projected decline in interest 
payments, the improved net cash flow position will 
allow countries with recent debt-servicing difficulties 
to add $33 billion to their foreign exchange reserves 
during 1990-9 1 .  Exceptional financing would decline 
in 1990-91 , largely because of the anticipated reduction 
in payments arrears. Countries without debt-servicing 
problems are projected to nearly double their net 
borrowing in 1990 to over $30 billion, as non-debt
creating flows are expected to stabilize at around $20 
billion; these resources are expected mainly to finance 
the increase in foreign exchange reserves and other 
foreign assets. 

External Debt 

Total external liabilities of developing countries 
(excluding Fund credit) are projected to increase by 
9 percent in 1990-91 and to reach $1 .354 billion by 
the end of 1 99 1 .  As commercial bank debt is ex
pected to fal l  by J3/4 percent to $5 I 8 billion. most of 
the increase in liabilities would be to official creditors. 
The Western Hemisphere is the only region where 
external debt is projected to remain broadly unchanged 
(at $4 I 5 billion); the debt of other regions is expected 
to rise by about 13 percent in 1990-91 .  The share of 
the total debt of developing countries owed to official 
creditors would rise from 42 percent in 1989 to 
45 percent in 199 I .  with countries with recent debt
servicing difficulties accounting for nearly three fourths 
of the $ 1 00 billion increase in official debt. The in
creased importance of official creditors reflects their 
relatively large contribution to the new financing pro
vided to heavily indebted countries as well as the debt
reduction operations concluded between developing 
countries and their commercial bank creditors, includ
ing market-based debt conversions such as debt-equity 
swaps. buy-backs, and private-sector discounted pre
payments. In recent years. the share of official creditors 
in the total debt of countries with recent debt-servicing 
difficulties has continued to reach new peaks. while 
for the countries that avoided such difficulties this 
share declined to levels considerably below those of 
20 years ago (Chart 20). 

Since early 1989, there has been continued progress 
in implementing the strengthened debt strategy. Costa 
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Chart 19. Developing Countries: Availability and Use of Foreign Exchange• 
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Rica. Mexico. and the Philippines have already con
cluded financing packages that include debt and debt
service reductions. Morocco has reached an agreement 
in principle and Venezuela has agreed on debt-restruc
turing terms with their commercial bank creditors: 
both agreements provide for debt and debt-service 
reductions. Uruguay has obtained waivers for com
prehensive buy-back operations. while Jamaica has 
obtained waivers for limited buy-backs in the context 
of debt rescheduling. An encouraging development 
has been the ability to raise external funds on a limited 
basis by a number of heavily indebted countries
including Chile. Mexico. and Venezuela-thai have 
been relatively successful in implementing ound eco
nomic policies while maintaining constructive relations 
with their external creditors. However. the number of 
debt-reduction agreements is still limited because of 
the prolonged and complex negotiation process, the 
divergence of interests among creditors, and uncer
tainties about the adjustment efforts on the part of 
some debtors. A number of other countries that have 
introduced stabilization programs and signaled their 
intention to reach agreement with their external cred-
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itors have encountered difficullies in the negotiations 
and have experienced a substantial accumulation of 
external payments arrears. 

Official creditors have continued to provide coun
tries implementing adjustment programs with support 
in the form of debt forgiveness. rescheduling. and 
additional credit guarantees from export credit agen
cies. Since 1980. about $5 billion of concessional debt 
has been converted into grants by ten OECD donor 
countries. From October 1988 through July 1990. Pari:. 
Club creditors have applied the menu of concessional 
options (the "Toronto terms") to the consolidation of 
over $5 billion in debt-service obligations of low
income countries. At present. 23 low-income African 
countries implementing strong adjustment programs 
are eligible for support under the World Bank·:. Special 
Program of Assistance (SPA), launched in 1987. Ad
ditional concessional funding during 1988-90 of 
$4'.14 billion from bilateral creditors (about 70 percent 
in grant form) and $1  billion from the International 
Development Association (lDA) of the World Bank 
has been provided to support adjustment programs in 
SPA countries. And additional l OA credits have been 
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Chart 20. External Debt: Official and Private 
Creditors' 
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provided to facilitate interest payments to the World 
Bank from low-income countries. 

Canada, France. and the United States have recently 
announced initiatives that will help to alleviate the 
debt bunlen of the low- to middle-income countries in 
Africa and Latin America. The Fund has continued to 
provide financial assistance as part of its broader 
support to member countrie:,. During fiscal 1989/90. 
26 arrangements amounting to SDR 1 1  billion were 
approved: these include support under special conccs
sional lending programs for low-income countries with 
severe balance of payments difficulties: the structural 
adjustment facility (SAF) and the enhanced structural 
adjustment facility (ESAF). 

The impact of measures to reduce debt and debt
service payments on debt and debt-:,ervice ratios will 
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Chart 21. Developing Countries: Debt and Debt
Service Ratios 
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become more transparent in the next few years when 
more countries conclude agreements with their exter
nal creditors and when repayments of arrears to 
normalize creditor-debtor relations no longer obscure 
the magniwde of savings gained by individual debtors 
(Cha11 2 1  ) . Debt-equity swaps and other conversion 
programs that will be instituted by developing countries 
in the near future should further contribute to reducing 
their commercial bank debts. Thus. for countrie:- with 
recent debt-servicing difficulties, the ratio of total debt 
to exports of goods and �crvice!-> would continue to 
decline (from 252 percent in 1989 to 231  percent by 
1991)  as the growth of exports is expected to outpacc 
increase in debt. For the countries without debt
servicing difficulties. debt ratios are projected to con
tinue the steady decline that ha-; occurred since 1986. 
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Appendix 

The Possible Effects of a Rise in Oil Prices on the 
World Economy-An lllustrative Scenario 

To illustrate the possible effect!> on the world 
economy of a rise in oil prices above the levels 
adopted for the projections discussed in Chapter I ,  

the scenario presented here assumes that the world 
price of oil. as represented by the average petroleum 
spot price. rises by 40 percent beginning in August 
1990.14 ll should be stressed that this assumption in 
no way constitutes a forecast of the likely evolution 
of oil prices and is adopted only to illustrate the 
possible effects of higher oil prices on the world 
economy. 

Effects on the Industrial Countries 

An important consideration in evaluating the cur
rent situation is that the magnitude of the recent 
price rise is '>mall relative to the previous episodes 
of oil price increases in 1973-74 and 1 979-80. The 
average petroleum spot price in August 1990 was 
about 50 percent above the average price in 1989. 
By comparison, oil prices had more than quadrupled 
from 1972 to 1 974. and nearly trebled from 1978 to 
198 1 .  Moreover. as indicated in Table 5. oil con
sumption and oil imports have declined significantly 
in relation to G N P  in most industrial countries during 
the 1970s and the 1980s. making the industrial 
economics less vulnerable to oil price increases. 
The substantial differences in the direct impact of 
the three oil price rise!> on the value of net oil 
imports. reflecting the interaction of these two 
factors. is illustrated in Tabk 6. 

:• On an annual ba,is.. the price of oil WllUid increa'� by a little 
more than S4 a barrel in 199() and b\ ahout 'fi9" barrd in 199 1 .  The 
'cenario is based on smlUiations pcrl'ormed '' ith M U L  TIMOD and. 
for the net debtor developing countric,. the Sccnann and Furccast 
Adju�tment Model for Developing Countric,. IL 'hould be empha
sized that tht: simulations do not allo\\ for th.: cconom1c effects of 
increa�ed uncertainiy related to the cvenh m the \fiddle Ea�l. 

In generaL the effect of higher oil prices on the 
industrial countries considered as a group is to raise 
domestic consumer and producer prices and to lower 
domestic demand and output. The negative effecb 
on economic activity occur through three main 
channels: ( i )  the rise in oil price!) involves a reduction 
in aggregate supply (similar to the effects of a tax 
on factor inputs) and therefore a lower level of 
output and employment. even if monetary policy 
works to keep interest rates unchanged: (ii) assuming 
no change in the supply of money in nominal terms. 
Lhe reduction in aggregate supply would also involve 
a rise in interest rates in response to the decline in 
real money balances that would result from higher 
prices: and (iii) for the oil importing countries, real 
disposable income and consumption would fall ow
ing to the deterioration of the term" of trade. The 
size of the ··supply side 

. .  
effect is influenced by the 

share of total oil consumption (and. more broadly. 
of total energy use) in GNP (see Table 5 ) :  the size 
of the interest rate effect reflects the interest-elasticity 
of the demand for money and the interest-sensitivity 
of investment and other components of aggregate 
demand; and the magnitude of the terms-of-trade 
effect is determined by the share of imported oil in 
GNP, as illustrated in the bottom panel of Table 5 .  

The simulation results for the industrial countries 
are summarized in Table 7. Relative to the baseline. 
the higher oil prices would raise the level of con
sumer prices in the industrial countrie!) by ju�t over 
Y.. of I percent in 1990 and by :Y� of I percent in 1991. 
(Thus, the rate of consumer price inflation would 
increase by approximately lj4 of I percentage point in 
1990 and by Y� of I percentage point in 199 1 . )  In Japan 
and Germany, this rise would result mainly from an 
increase in the price of imported oil. while in the 
United States it would reflect higher prices for both 
imported and domestically produced oil. The rio.;e in 
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Table 5. Seven Major Industrial Countries: Oil and Energy Consumption and Oil Imports, Selected Years• 

(Percent of GNP) 

Total Energy Consumption 
Canada 
United States 
Japan 
France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Oil Consumption 
Canada 
United States 
Japan 
France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Total Energy Consumption 
Canada 
United States 
Japan 
France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Oil Consumption 
Canada 
United States 
Japan 
France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Net Oil Imports 
Canada 
United States 
Japan 
France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

1969 

7.5 
6.7 
2.8 
3.4 
3.8 
3.0 
5.0 

3.4 
2.7 
1 .9 
1 .9 
2.0 
2 . 1  
2.3 

2.4 
2.0 
1 .7  
1.3 
1 .8  
1 .4 
2.2 

1 . 1  
0.8 
1 .2  
0.7 
0.9 
1 . 0  
1 . 0  

-0.0 
0.2 
1 .4 
0.6 
1 .2  
1 . 1  
1 . 0  

1972 

7.7 
6.7 
2.8 
3.5 
3.8 
3.3 
4.8 

3.4 
3.0 
2.1 
2.3 
2. 1 
2.4 
2.4 

2.8 
2.5 
1 .8  
1 .5 
1 . 6  
1 .7  
2.3 

l . 2  
1 . 1  
1 . 3  
1 . 0  
0.9 
1.2 
1.2 

-0.3 
0.3 
1.5 
0.7 
1 . 1  
1.4 
1 .0 

1 975 

7.2 
6.3 
2.7 
3.2 
3.6 
3.0 
4.3 

3 . 1  
2.8 
2.0 
2.1 
1.9 
2.1 
1.9 

9.5 
8.8 
5.5 
4. 1 
4.8 
5.2 
7.2 

4 . 1  
3.9 
4.0 
2.7 
2.5 
3.7 
3.2 

-0.1  
1.6 
4.3 
2.3 
2.6 
3.4 
2.9 

1978 

7.0 
6.0 
2.5 
3.2 
3.5 
2.9 
4.1 

2.8 
2.8 
1 .8 
2.0 
1.9 
2.0 
1 . 8  

9.9 
8.1 
3.5 
3.8 
4.0 
4.7 
6.3 

3.9 
3.8 
2.6 
2.4 
2.1  
3.2 
2.8 

0.5 
1 .8  
2.7 
2.3 
2.3 
2.9 
1 .2 

1981 

6.5 
5.5 
2.2 
2.9 
3.2 
2.6 
3.8 

2.4 
2.3 
1 .4  
1.6 
1.5 
1 .7  
1 .5 

18.7 
14.8 

7.6 
8.0 
9.5 
9.0 
9.6 

6.9 
6.2 
4.8 
4.3 
4.3 
6.0 
3.7 

1 . 0  
2.4 
5.3 
4.3 
4.2 
5.6 

- 1 . 2  

1984 

(Volume) ! 

6.0 
5 . 1  
2 . 1  
2.8 
3 . 1  
2.4 
3.5 

1 .8  
2. 1  
1 .2  
1 .3 
1.3 
1 .4 
1 . 6  

(Value) ' 

13.2 
9.9 
6 . 1  
7.7 
8.6 
7.0 
9.2 

4.0 
4.0 
3.6 
3.6 
3.7 
4.3 
4.3 

(Value)  ' 

-0.6 
1.4 
3.8 
3.5 
3.5 
3.8 

- 2 . 1  

1985 

5.9 
4.9 
2.0 
2.8 
3 . 1  
2.3 
3.5 

1 . 8  
2.0 
1 . 1  
1 . 3  
1 . 3  
1.4 
1 .4 

12.6 
8.8 
5.6 
7. 1 
8.4 
6.5 
8.7 

3.9 
3.6 
3 . 1  
3.2 
3.5 
3.9 
3.3 

- 0.8 
I. I 
3.2 
3.1  
3 . .5 
3.7 

-2.3 

1986 

5.8 
4.8 
1.9 
2.8 
3. 1 
2.3 
3.5 

1.7 
2.0 
1 . 1  
1 .2  
1 .4 
1.4 
1.3 

6.3 
4.3 
1.9 
2.7 
3.0 
2.4 
3.8 

1.9 
1 .8  
1 . 1  
1 .2 
1.3 
1.5 
1.4 

-0.3 
0.7 
1.3 
1 . 3  
1.6 
1.5 

- 1 . 1  

1987 

5.8 
4.8 
1 .9 
2.ll 
3.0 
2.3 
3.3 

1 .7  
2.0 
1 . 0  
1.:! 
1.3 
1 .4  
1 .2  

7.3 
SA 
2 . 1  
2.9 
3 .  I 
2.6 
3.9 

2.2 
2.2 
I. I 
1 . 3  
1 . 3  
1 . 6  
1 . 4  

-0.3 
0.8 
1 .2 
1 .3 
1 .3 
1 .4 

- 1 .0 

1988 

5.8 
4.8 
1 .9 
2.7 
2.9 
2.3 
3.2 

1 .7 
2.0 
1.0 
1.2 
u 
1.4 
1.2 

5.2 
.u 
1.5 
2. 1 
2.3 
1.9 
2.6 

1.6 
1.7 
0.8 
().9 
1.0 
1 . 1  
1.0 

- 0.3 
0.7 
1.0 
1.0 
1 . 1  
1 .0 

-0.6 

1989 

5.6 
4.8 
1 .8 
2.6 
2.7 
2.3 
3.1 

1.8 
1.9 
1.0 
1 .2 
1 . 1  
1.4 
1.2 

5.6 
4.8 
1 .8  
2.6 
2.7 
2.3 
3. 1 

1 . 8  
1.9 
1.0 
1.2 
1 . 1  
1.4 
1.2 

-0.2 
0.9 
1 . 1  
1 . 2  
1.2 
1.2 

-0.3 

Sources: Energy and oil data are from BP StaTistical Ret·iew of World Energy. various issues. GNP and import data are from the World 
Economic Outlook data base. 

1 Energy is measured in oil equivalent terms. 
1 Energy and oil are measured in 1989 prices. Real GNP is measured in 1989 prices and converted into U.S. dollars using exchange rates 

in 1989. 
' Energy and oil are valued at current period U.S. dollar world oil prices. Nominal GNP is convened into U.S. dollars using current period 

exchange rates. 

the GNP deflator-which does not include import 
prices-would be only 1/10 of I percent in 1990 and 
less than 1/2 of I percent in 1991 for the industrial 
countries as a group. 

On the assumption of unchanged monetary and fiscal 
policies, short-term interest rates would increase by 
about % of I percentage point 1n 1991 .  The rise in 
long-term interest rates would be smaller, on the 
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assumption that financial markets would anticipate an 
abatement of the pressure on short-term rates over the 
medium term as the rate of inflation returns to its 
baseline level. 

The deterioration m the terms of trade resulting 
from the rise in the cost of imported oil leads to a 
decline in real disposable income for the industrial 
countries as a whole. This decline. together with the 
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Table 6. Industrial Countries: Direct Impact of 
Oil Price Increases on National lncome1 

(Percent of GNP) 

1972-74 1978-81 1989-90 
Canada 1 .2 - 0 . 8  0.  I 
United States - 1 .2 -2.9 -0.5 
Japan - 5 . 4  - 4 . 4  - 0 . 6  
France -2.6 -3.7 - 0.6 
Germany. Federal Republic of - 4. 1 - 3 . 7  -0.6 
Italy -4.8 - 4.7 -0.7 
United Kingdom -3.7 - 1 .9 0 . 1  

Three major industrial countries� -2.4 - 3 . 4  - 0.5 

Seven major industrial countries' -2.4 -3.3 - 0 .5 

All industrial countries - 2.2 - 3 . 4  -0.5 

' Calculated as the increase in the value of net oil imports 
from the first to the last year of the period (assuming no change 
in the volume of imports). as a percent of nominal G N P  in the 
first year of the period. The price of oil is assumed to increase 
by about 50 percent from 1989 to 1990. corresponding to the 
average petroleum spot price in August 1990. A positive figure 
indicates that the country is a net exporter of oil. 

�The United States. Japan. and the Federal Republic of 
Germany. 

' The countries specified in the table. 

rise in interest rates, lowers private consumption and 
investment, with the result that the level of real GNP 
in the industrial countries falls below the baseline by 
Y4 of I percent in 1990 and by Y1 of I percent in 199 1 .  
(Correspondingly. the rate of growth of output is 
reduced by roughly Y4 of I percentage point in both 
1990 and 1991.)  The output effects for individual 
countries reflect the combination of two factors: the 

Effects on the Indu�trial Countries 

dependence on imported oil, which influences the size 
of the negative terms-of-trade effect.  and the country's 
total use of oil. On the first count. real disposable 
income (and therefore consumption) would tend to 
decline somewhat less in the United States than in 
Germany and Japan, which import most of their oil 
and much of their energy.15 However. the output effects 
stemming from the supply shock would be larger in 
the United States than in Japan and Germany, reflecting 
the relatively high share of oil consumption in U .S. 
GNP (see Table 5). In every industrial country the 
adverse effects of the oil shock on economic activity 
would be accentuated by lower exports to other in
dustrial countries and t: oil importing developing 
countries, although this would be offset in part by a 
rise in exports to the oil exporting countries.16 

The external current account balance of the indus
trial countries taken as a group would deteriorate 
somewhat as a result of the higher oil import bill (by 
less than Y4 of I percent of GNP in 1991) .  The 
deterioration would be a little more pronounced in 

�� ln the United States, the rise in the price of oil would increase 
the income of the domestic oil-producing sector. otTsetling part of 
the fall in income arising from the higher cost of imported oil. Real 
disposable income would rise in Canada and the United Kingdom. 
which are net exporters of energy. 

z• In the simulations, the rise in export� to the energy-producing 
developing countries resulting from higher oil revenues tand there
fore higher import demand) in these countries. is estimated on the 
basis of historical relationships. In present circumstances. however. 
the rise in such exports could well be overestimated because 
shipments to Iraq and Kuwait may be interrupted for an indefinite 
period. 

Table 7. Industrial Countries: Effects of a 40 Percent Rise in the World Price of Oil' 

(Deviations from baseline. in percent. unless otherwise noted) 

Industrial United 
Countries States Japan 

1990 1991 1990 1991 1990 

Real GDP (level) -0.2 -0.5 -0.2 -0.5 - 0.2 
Real GDP (growth rate)! - 0.2 -0.3 -0.2 -0.3 -0.2 
Real disposable income -0.4 - I .  I -0.4 - 1 . 1  -0.6 
Exports of goods and services' - 0.2 - 0.5 -0.0 -0.1  - 0 . 1  
Import� of good� and services' -0.5 - 1 .4 -0.6 - 1 .11 -0.4 

Capacity utilization rate -0.2 -0.5 -0.2 -0.5 - 0.2 

Short-term interest rate� 0.5 0.8 0.6 1 . 0  0.5 
Long-term interest rate1 0.2 0.4 0.2 0.4 0.2 

Inflation (consumer prices)! 0.3 0.5 0.3 0.5 0.3 
Consumer prices 0.3 0.8 0.3 0.9 0.3 

GNP deflator 0 . 1  0.4 0.2 0.5 0. 1  
Import price deflator 1 .0 2.6 1 .2  3.0 1.6 
Export price deflator 0.3 0.8 0.2 0.5 0.1 

Current account balance' -0.1 -0.::! -0.1  -0.2 -0.1 

1 The rise in the price of oil is assumed to be effective beginning in August 1990. 
� Deviations expressed in percentage points. 
' ln real terms. 
' In percent of GNP. 

Federal Other 
Republic Industrial 

of Germany Countries 

1991 1990 1991 1990 1991 

- 0.6 -0.3 -0.7 -0.2 -0.4 

-0.3 -0. 3 -0.3 -0.2 -0.3 
- 1 .5 -0.7 - 1 .6 -0.4 -0.9 
-0.3 -0.3 -0.7 -0.2 -0.5 

- 1 . 1  -0.5 - 1 .3 -0.6 - 1 .4 

-0.5 - 0.3 -0.6 -0.2 -0.4 

0.9 0.5 0.9 0.3 0.6 
0.4 0.2 0.5 0.2 0.4 

0.5 0.3 0.5 0.4 0.6 
0.8 0.3 0.9 0.4 0.9 
0.3 0 . 1  0.3 0.2 0.6 
4.0 0.9 2.2 1 . 1  2. 5  

0.4 0. 1  0.4 0.6 1 .3  

-0.3 -0. 1 -0.3 -0.0 -0.1 
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Table 8. Developing Countries: Effects of a 40 Percent Rise in the World Price of Oil' 

!Deviations from baseline. in percenl. unless otherwise noted) 

Net Debtor Countries 

Real GDP 
Export volume 
Import volume 
Term� of trade 
Current account balance: 

By predominant export: 

Exporters of primary product' 
Real GDP 
Exporl volume 
Import volume 
Term� of trade 
Cun·ent account balance: 

Exporter� of manufactures 
Real GDP 
Export volume 
Import volume 
Term' of trade 
Cum!nt uccuunt billance: 

Fuel e�porter, 
Real GDP 
Export volume 
Import volume 
Term' of trade 
Current account balance1 

Memorandum item� 

Small low-income countrie� 
Real GDP 
Export vulum.: 
lmp011 volume 
Term\ of trade 
Current account balance: 

' See text and footnote I in Table 7. 

1990 1 99 1  

0.2 0.4 
-0.1 -0.5 
-0.9 - 1 .6 

0.4 0.9 
0.1  0.2 

-0.4 -0.9 
-0.4 - 1.0 
-2.1  --1.3 
- 1 .7 -3.6 
-0.3 -0.4 

-0.2 -0.4 
-0.1 -0.7 
- 1 .5 -3.3 
- u  -3.0 
-0.2 -0.3 

2.0 4.5 
- 0 . 1  -0.3 

4.1 12.9 
I U  26.6 
:u 3.5 

-0.3 -0.6 
-0.2 -0.5 
-2.4 - 5.0 
- 1.9 -4.4 

O.J 

By regton: 

Africa 
Real GDP 
Export volume 
Import volume 
Term' of trade 
Current account balance: 

A'ia 
Real GDP 
Export volume 
Import volume 
Term' of trade 
Current account balance1 

Europe 
Real GDP 
Export volume 
Import volume 
Term� of trade 
Current account balance' 

Western Hcmbphere 
Real GDP 
Export volume 
Import volume 
Terms of trade 
Current "ccount balance: 

Net Creditor Countries 

Export volume 
Import volume 
Term� of trade 
Current account balance' 

1990 

0.5 
-0.2 

1.7 
Hl 

0.2 
0.0 

- 1 .0 
-0.2 
-0.1 

-0.4 
-0.3 
-2.3 
-2.0 
- 0 . 1  

0.1 
-0.3 
- 1 .4 

1.7 
0.8 

-0.9 
0.5 
8.-1 

10.8 

1991 

1.(1 
-0.6 

3.6 
6.5 
0.7 

0.3 
-0.3 
-1.5 
-0.4 

0.1 

-0.9 
-0.7 
--1.5 
-4.6 
-0.1 

0..1 
-0.7 

0.2 
-!.X 
0.9 

-�.9 
1.� 

!0.3 
38.6 

: Ratio to c\por" of goods and services. Deviations from the baseline are expressed in percentage poinl'>. 
' In billion' of U.S. dollars. 

Japan and Germany than in the United States, reflecting 
in part t!it'f.:!rt'nce-., in the �hare of oil imports in GNP. 
The worsening of the combined current account of the 
other industrial countries would be very small. as the 
deterioration in the positions of France and Jtaly and 
most of the smaller countries would be partly offset 
by improvements in the external positions of Canada, 
the United Kingdom. and Norway. 

Effects on the Developing Countries 

For the net debtor developing countries taken as 
a group. the higher oil prices are estimated to have 
a small. net positive impact reflecting the fact that 
a number of countries in this group are substantial 
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net exporters of oil (Table 8).!7 In the net debtor 
countries that export fuel. the improvement in the 
terms of trade would more than offset the damaging 
influence of higher world interest rates and lower 
demand abroad. and on balance real GDP would 
rise. Import volumes also would rise in response to 
higher export earnings and there would be an im
provement in the current account of the balance of 
payments and in the debt indicators. 

:'The fuel exporting. net debtor countries include Algeria. Ec
uador. lndone�ia. Mexico. Nigeria. and Venezuela. China also is a 
net exporter of fuel. although it� predominant export� are manufac

tures. However. most of the largest oil exporter�-including Iran. 
Kuwait. the Libyan Arab Jamahiriya. Oman. Qarar. Saudi Ambia. 
and the Unitetl Arab Emirates-are cla��ilied among the net credttor 
developing countrie�. 
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In contra'>!. the majority of net debtor developing 
countrie� that import oil on a net basis would face 
a deterioration in their terms of trade. which would 
lower income and contribute to a decline in output. 
Moreover. the reduction in GDP and the re ulting 
decline in the demand for imports in the indu trial 
countriC'> would adver..,ely affect the ex pons of this 
group of developing countries.�� and the higher level 
of world intcre-.,t rates would contribute to higher 
debt-service obligation�. Debt and debt-service ra
tios also would rbe reflecting both lower export 
earnings and. in !>ome ca'\es. higher levels of debt. 
These adverse effects are reflected in the imulation 
results for the exporters of manufactures and for 
the exporters of non-oil primary products. 

The rc�ulb for �pecific geographic regions shown 
in Tabk: 8 l t..:Ot.:c.:i largt:ly the n::lativt: imponam:t: of 
oil importerl> and exporter'> within each subgroup 
of net debtor countries. The substantial positive 
effect� on the term'> of trade and GDP in Africa. for 
example. reflect mO'>tly the large weight of Nigeria 
in that region. Similarly. the favorable impact for 
the We'itCrn Hemisphere countrico; taken a a group 
reflect'> '>ub-.,tantial gain'> for Ecuador. Mexico. and 
Vene.wela: for A'>ia the net favorable effect reflect-; 
the large weight of China and Indonesia. By contrast. 
higher oil price'> would have a strong negative impact 
on the group of small low-income countries. many 
of which arc in Africa. and on the developing 
countrie'> of Europe. 

l n  the '\imulations the effect on the current account 
of the oil importing. net debtor countries is relatively 
small because the volume of imports (of both oil 
and non-oil products) falls appreciably. thus offset
ting much of the direct impact of higher oil prices. 
Thi� result reflects the assumption-incorporated 
into the structure of the models used for the simu
lation-that most net debtor countries have limited 
acces-, to external financing. In practice. however. 
the required import adjustment may. in some cases. 
be difficult to achieve in the short run without 

,. In .ldc.htic.ln. ,omc dcvclop10g counlric� 1ha1 had large currcnl 
account 1r.10,acuon' \�tth Iraq and or Ku\\ a1t would �uffer additional 
lo,�c\. l·or c\ample. \Ome countne' \\Ould e\periencc a �ignificant 
decline 10 c\port revenue for a\ long a' \hipmcnt\ 10 lr.tq and 'or 
Ku\�alt arc 101crrup1cd. anc.J other eountne� lnotabl} Egypt) \\Ould 
\Uffer a drop 10 revenue from v.orJ,.ers· remiuances. These effecls 
arc not captured m lhe 'imulaliOn\. 

Effect'> on the De\eloping Countnc' 

Table 9. Net Debtor Developing Countries 
Excluding Fuel Exporters: Impact Effect of a -'0 
Percent Rise in the World Price of Oil on the 
External Current Account 1 

( l)eviauon\ from ha,cJinc) 

In B•llion-, of 
Dollar. 

1990 1991 

In Perccn1 <lf 
E'ron, 

I<JlJO 1991 
!\cl debtor countric' -8.8 - �1.9 - I  7 - 4.0 
By predominanl C\pon · 

Exporter' of primary pmducl\ - I .  I - �.(l - I . R  -4.0 
Exporter' of manufacture' 6.0 15 4 - 1 6 'i.X 

Small lc.m-incornc counlric' 0.6 - 1 .5 -2.0 .'i.O 

By region: 

Africa - 1 .3 - 3 . 1  -:!.� -4.11 
A�1a 3.7 10.2 1.5 3.6 
Eurore - 1.4 -3.6 - 16 -J.R 
Wc,lcrn Hcmhphcrc - 1.9 -4.2 -:!.J -4.7 

' Sec text and fo<ltnotc I 10 Table 7. 

re ·ulting in major dic,locations. An indication of the 
.. impact effect"' of the oil price increac;e on the 
current account of these countries i provided in 
Table 9. The absolute magnitude of these effect-.,. 
which are calculated on the a'>sumption that the 
volume of imports remain'> unchanged. are partic
ularly large for the exporters of manufactures. pre
dominantly in Asia. l n  relation to exports of good'> 
and services. however. the effects are especially 
large for the �mall. low-income countries and. by 
region. for the oil importing countries of Africa and 
the Western Hemisphere. It should be noted that 
these aggregate result'> ma�k a potentially severe 
deterioration in the external position of some indi
vidual countric:-.. 

In the group or net creditor countries. which 
consists predominantly or oil exporting countries. 
the volume of exports dropc; reflecting the interrup
tion of oil '>hipments from Iraq and Kuwait. How
ever. the term-, of trade improve sharply a:- a direct 
re�ult of the ri�e in oil prices. and the current 
account balance improve:-. by $ 1 1  billion in 1990 and 
by $39 billion in 1 99 1 .  The rise in import volume i-., 
con:,idcrably �maller than in the �ubgroup of fuel 
exporting indebted countries because the propensity 
to '>avc among the oil e\porting creditor countrie'> 
is historically much higher. 
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Chapter II 

Medium-Term Prospects and Policy Issues in the 
Industrial Countries 

Medium-Term Baseline Projections29 

As in the past. the staff's medium-term baseline 
projections for the industrial countries are developed 
on the basis of several technical assumptions: un
changed policies (except for those measures that 
have already been announced and are virtually 
certain to be implemented); constant real exchange 
rates: and unchanged oil prices in real terms. The 
medium-term projections are conditional upon these 
assumptions and therefore should not necessarily 
be interpreted as forecasts of the most likely out
comes. The projections include the estimated effects 
of economic unification in Germany; these effects 
are discussed later in this Chapter. 

On the basis of the assumptions mentioned above, 
the staff is projecting that real GNP growth in the 
industrial countries would slow to an annual rate of 
21/2 percent in 1990-91 (from nearly 4 percent in ! 98S-
89) before rising to an average of just over 3 percent 
during 1992-95, which would be broadly in line with 
current estimates of the rise in potential GNP (Table 
10). Over that period, growth would be above the 
average for industrial countries in Japan and, to a 
lesser extent in Canada: somewhat below the average 
in the United Kingdom and the United States; and 
near the average in France. the Federal Republic of 
Germany. Italy, and the other industrial countries 
considered as a group. In all major industrial countries 
except the United Kingdom. total domestic demand 
would grow approximately at the same rate as output 
in the period 1 992-95. and changes in trade and current 
account balances would be relatively small in relation 
to GNP. The deficit of the United Kingdom. which is 
expected to fall substantially from 1989 to 1 99 1 .  would 
continue to narrow over the medium term. 

!• Medium-term projections for the developing countries are 
presented in Chaptt!r I l l .  

38 

The projections envisage a continuation of the pol
icies of fiscal consolidation. ln  relation to GNP. fiscal 
deficits at the general government level would decline 
somewhat in France and fall substantially in the United 
States. Canada, and Italy, while Japan's surplus would 
widen over the medium term. In the Federal Republic 
of Germany, the financial position of the Government 
would deteriorate from 1989 to 1991.  partly as a result 
of increased outlays associated with unification with 
the German Democratic Republic, but it would improve 
subsequenlly and move toward balance in 1995. In the 
United Kingdom. there would be a shift from a mod
erate surplus in 1989 to a small deficit in 1995. Public 
sector debt-to-GNP ratios would decline over the 
medium term in all countries with the exception of 
Jtaly, where it would continue to rise. albeit at a 
diminishing rate.3o 

The strengthening of the public finances over the 
next five to six years would permit ome rise in the 
ratio of private domestic investment to GNP in Canada, 
France. Italy. and the United State&. The investment 
ratio also would increase in Germany--despite little 
net change in the government's financial balance from 
1990 to 1995-reftecting a substantial drop in the 
outflow of savings to the rest of the world. and some 
rise in the private saving rate. The continued strength 
of investment in many European countries would result 
in part from the process of economic integration, which 
is discussed in detail later on. 

Key Policy Issues 

Over the past seven and a half years, the industrial 
world has experienced continued economic expan
sion and declining unemployment and. until 1986, 

'0 Supplementary Note 2 present� an analysis of the sustain
ability of fiscal positions in the major countries based on the 
evolution or their debt-to-GNP ratio�. 
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Key Policy Issues 

Table 10.  Major Industrial Countries: Indicators o f  Economic Performance, 1977-95 

(Changes in percent. except where otherwise noted) 

Average Average1 
1977-86 1987 1988 1989 1990 1991 1992-95 

Canada 
Real GDP 3 . 1  4.0 4.4 3.0 1 . 1  1 . 1  
Real total domestic demand 2.9 5.2 5.0 4.1  0.4 1 . 1  

GDP detlator 6.5 4.8 4.8 4.9 3.6 5.1 
General government financial balance� (in percent of GDPl -4.4 - 4.0 -2.9 -3.4 -3.6 -3.0 
Current account balance (in percent of GDP) -0.8 - 1 .7 - 1.7 -2.6 -'2.7 -1.7 

Gross private inve�tment (in percent of GDPl 19.:! 19.'2 19.9 20.'2 19.8 20.1 

United States 
Real GNP' 2.8 3.4 4.5 2.5 1.3 1.7 
Real total dome�tic demand 3 . 1  3.0 3.3 1.9 0.8 1.6 
GNP detlator 6.1 3.2 3.3 4.1  4.3 4.2 
General government financial balance� (in percent of GNP) -2.0 -:!.4 - 2.0 - 1 .7 - 1 .7 -2.3 
Current account balance (in percent of GNP) - 1.2 -3.6 - 2.6 -2.1  - 1 .8 - 1.7 
Gross private investment (in percent of GNP) 16.5 15.5 15.4 14.8 14.1  14.0 

Japan 
Real GNP 4.3 4.6 5.7 4.9 5 . 1  3.7 
Real total dome�tic demand 3.6 5.4 7.6 5.9 5.0 3.5 

GNP c.letlator 2.8 -0.3 0.6 1.5 1 .5  2.1 
General government financial balance� (in percent of GNP) -3.4 0.7 2.1  :!.8 3. 1  :u 
Current account balance (in percent of GNP) 1.5 3.6 2.8 1.0 1.7 1.8 

Gro�s private inve�tment (in percent of GNP) 21.5 22.1 23.9 25.8 26.6 26.6 

France 
Real GDP 2.2 2.2 3.9 3.6 3.1  3.0 
Real total domestic demand 2.0 3.3 4.0 3.1 3.2 3 . 1  

GDP detlator 9.2 2.7 3.0 3.5 3.4 3.2 
General government financial balance' (in percent of GDP) -2.0 - 1 .9 - 1 .8 - 1 .4 - 1 .3 - 1.2 
Current account balance (in percent of GDP) -0.'2 -0.5 -0.4 -0.4 -0.4 -0.4 
Gross private investment (in percent of GDPJ 18.6 17.0 17.9 1 8 . 1  18.5 11}.9 

Germany. Federal Republic of 
Real GNP 2.0 1 .6 3.7 3.9 3.9 3.3 
Real total domestic demand 1.7 2.8 3.7 2.7 4.7 3.3 
GNP detlator 3.6 2.0 1.6 2.6 2.9 3.6 

General government financial balancc1 (in percent of GN Pl -2.4 - 1 .8 - 2 . 1  0.2 -2.2 -3.5 
Current account balance {in percent of GN Pi 0.9 4 . 1  4.2 4.6 3.3 2.3 
Gro�� private invc�tment (in percent of GNP) 18.0 17.2 18.1  19.2 19.9 20.5 

Italy 
Real GDP 2.8 3.0 4.2 3.2 2.7 2.7 

Real total domestic demand 2.3 4.7 4.7 3.3 2.7 2.7 
GDP detla10r 14.4 5.8 6.3 6.3 6.5 5.7 
General government financial balance' (in percent of GDP) - 10.2 - 1 1 . 1  - 10.9 - 10.2 -9.8 -9.6 
Current account balance (in percent of GDP} -0.2 -0.2 -0.7 - 1 .2 - I . I - 1 .0 

Gross private investment tin percent of GDPJ 19.7 16.5 17.2 17.3 17.3 17.5 

United Kingdom 
Real GDP 2.0 4.7 4.6 :2.2 1 .-1 1.3 

Real total domestic demand 2.0 5.5 7.6 J.l -0.0 0.6 

GDP detlator 9.6 5.0 6.5 6.9 5.5 5.7 
General government financial balance' (in percent of GDP) -3.7 0.3 2.2 1 .5  0.7 0.4 
Current account balance (in percent of GDP) 0.8 - 0.9 - 3 . 1  -3.7 -2.8 -2.0 

Gro�s private investment (in percent of GDP} 12.8 14.9 17.7 17.9 15.7 16.2 

Major industrial countries 
Real GDP/GNP 2.9 3.5 4.6 3.3 2.7 2.4 3. 1  

Real total domestic demand 2.8 3.8 4.7 3.2 2.4 2.3 3. 1  

GDP/GNP detlator 6.3 2.7 3.0 3.7 3.6 3.8 3.4 
General government financial balance� (in percent of GDP/GNP)' -3.0 -2.1 - 1 .5 -0.9 - 1 . 1  - 1 .4 -0.5 

Current account balance (in percent of GDP/GNP)' -0.2 -0.4 -0.4 -0.5 -0.-1 -0.4 -0.2 

Gross private investment (in percent of GDP/GNP)' 17.8 17.2 18.0 18.6 18.5 18.6 20.0 
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MEDIUM-TERM PROSPECTS AND ISSUES IN INDUSTRIAL COUNTRIES 

Table 10 (concluded). Major Industrial Countries: Indicators of Economic Performance, 1977-95 

(Changes in percent. except where otherwbe noted) 

Average Average' 
1977-86 1987 1988 1989 1990 1991 1992-95 

Other industrial countries 
Real GDP/GNP 2.1  2.8 3.3 3.7 2.5 :u 2.8 
Real total domestic demand 1.7 3.3 3.9 4.4 2.4 2.2 2.8 
GDP/GNP def1ator 8.5 4.9 5.1  5.5 5.9 5.2 4.0 
Current account balance (in percent of GDP/GNP)' - 1.5 -0.4 -0.5 - 1 .3 - 1.5 - 1 .5 -0.8 

All industrial countries 
Real GDP/GNP 2.8 3.4 4.4 3.4 2.fl :!.4 3 . 1  
Real total dome�tic demand 2.7 3.7 4.6 3.4 2.4 2.3 3 . 1  
GDP/GNP def1ator 6.6 3.0 3.3 3.9 3.9 4.0 3.5 
Current account balance (in percent of GDP/GNPJ' -0.4 -0.4 -0.4 -0.6 -0.6 - O.fl -0.3 

1 These projections are based on the assumptions of unchanged policies and constant real exchange rates and oil prices. 
l National account basi�. 
' The last column refer; to 1995. 
• After adjustment for the effects of the drought on farm output. the growth of real GNP in the United States would be 5 percent in 1988 

and 2.2 percent in 1989. 

growth was accompanied by a substantial drop in 
inflation (Chart 22). Since then. however. significant 
cost-price pressures have reemerged in most coun
tries. as the degree of resource utilization rose to 
high levels. even though such pressures have been 
relatively low by the standards of previous cyclical 
episodes. Throughout the current expansion, inter
est rates have remained high by historical standards. 
reflecting the effect of restrained monetary policies 
but also the combination of relatively high demand 
for investment in many countries and, until the past 
few years. a downward trend in national saving 
(Chart 23). The pace of the expansion has moderated 
over the past two years. and the staff is projecting 
that growth will continue at a reduced but sustain
able pace while inflationary pressures will diminish 
slightly. 

The strategy for sustained growth in the industrial 
countries identified in previous issues of the World 

Economic Outlook emphasized three basic compo
nents: a monetary policy aimed at controlling infla
tion and achieving steady progress toward price 
stability: a fiscal policy directed at fostering an 
adequate level of national saving and a rate of capital 
formation sufficient to attain a satisfactory growth 
performance over the long run; and structural pol
icies that help to increase efficiency and raise wel
fare. particularly through trade liberalization.31 It 
was emphasized that these policies were required 
not only to maintain and. if possible, improve 
standards of living in the industrial world. but also 
to foster growth in the developing countries and. in 
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" See World Economic Outlook. October 1989. Chapter I l l .  
p p .  35-38. 

particular. to help the heavily indebted countries 
overcome their present difficulties. lt was also 
stressed that the long-term focus of the strategy was 
essential. given the likelihood that prospective de
mographic changes would exert substamial down
ward pressure on both private and public saving, 
and the expectation that substantial resources would 
be needed to protect the environment. 

A number of major political and economic devel
opments have occurred during the past year. in
cluding dramatic changes in Eastern Europe and in 
Germany: significant movemems in financial, equity 
and foreign exchange markets: and. recently. a sharp 
increase in oil prices. (The policy issues raised by 
the recent increase in world oil prices are discussed 
in the Box.) These developments. however. do not 
alter the fundamental design of the strategy required 
to achieve sustained growth in the world economy. 
lndeed. they give the implementation of that strategy 
increased importance and urgency. ln particular, 
given the upward drift in consumer price inflation 
in the industrial countries-from an average of 
around 3 percent in 1987-88 to a range of 4-5 percent 
during the past year-a degree of restraint on the 
part of monetary policy remains appropriate. Also, 
the additional demand for resources associated with 
unification in Germany and reform in Eastern Eu
rope. coupled with the continuing and pressing needs 
of the indebted developing countries. underscores 
the need to increase world saving. 

The importance of dealing with the problems of 
saving and inflation has been highlighted by the 
significant rise in interest rates that has taken place 
in the industrial countries over the past year. par
ticularly at the long end of the maturity spectrum. 
This rise reflects in part the prospective surge in 
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Chart 22. Major Industrial Countries: Comparison 
of Expansions• 

(In percent) 
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Chart 23. Industrial Countries: Saving and 
Investment 
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' Some data for recent quarter� for Japan and Italy are statT 
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from the same quarter of previous year. See Statistical Appendix 
Table A 15. note 3. for the definition of long-term interest rate�. 

the demand for funds associated with the recon
struction of Eastern Europe and the unification of 
Germany. In  themselves. these developments are. 
of course. positive. Over the longer run. the fun
damental reforms that are in prospect-or are now 
being implemented-will be beneficial to the coun
tries involved and also to the world economy. as 
they will bring about significant improvements in 
efficiency and expand productive capacity. Initially. 
however. the rising demand for investment is taking 
place at a time when resources in most of the 
industrial countries are close to being fully utilized. 
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In this environment, and given the developing 
countries' continued need for additional resources. 
action to raise saving in the industrial world has 
become of paramount importance. To be sure. any 
structural measures that could raise private saving 
by removing existing distortions should be given 
full consideration; a number of countries. including 
the United States. have taken steps in this direction. 
But it seems clear that the most effective way to 
achieve a substantial rise in national saving i!) to 
speed up the process of fiscal consolidation and cut 
the absorption of saving by governments. 
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Policy Issues Raised by the Recent Increase in World Oil Prices 

An important question at this juncture is how eco
nomic policies should respond to the recent develop
ments in oil markets. In answering this question it is 
important to put the likely economic effects of these 
developments in perspective. The estimates presented 
in the Appendix to Chapter I suggest that these effects 
could be significant and that. in those oil importing 
countries where growth was already quite 'iluggish. 
there could be a period of weak economic activity. 
However. even if the price of oil were to average $30 
per barrel for an indefinite period. the adverse effects 
on output in the industrial countries probably would 
be considerably less than those attributable to the oil 
price increase in 1979-80. 

To be sure. the consequences of recent events in 
the Middle East could be more serious than suggested 
by the staffs simulations described in that Appendix 
because of the large increase in uncertainty that has 
been reflected in sharp drops in equity and bond prices. 
To a large extent. the reaction of financial markets can 
be attributed to the unsettled political and military 
situation in the Middle East. including the possibility 
that armed conflict might result in the destruction of 
major oil-producing facilities and lead to a further 
reduction in oil supplies. However. the reaction of 
financial markets also appears to have reflected un
certainty about the response of economic policies to 
the oil situation. ll is therefore essential that the 
authorities provide clear signals to the public that 
economic policies will not be derailed by recent events. 
and that the mistakes made in similar circumstances 
in the past will not be repeated. 

First, the experience of previous oil shocks indicates 
that attempts to prevent or to limit the pass-through 
or oil price increases to domestic energy prices would 
be counterproductive. Subsidizing domestic oil con
sumption would have undesirable effects on the gov
ernment's fiscal position. Unless the subsidies were 
offset by higher taxes. which would amount to an 
inefficient reshuffling of the adverse effects of higher 
oil costs among consumers and businesses. the result 
would be to increase government borrowing, raise 
interest rates. and crowd out the interest-sensitive 
components of expenditure. Efforts to cushion the 
impact of higher world prices on energy users by 
resorting to domestic price controls would distort the 
functioning of markets and give rise to shortages of 
oil products. For the longer run. any attempt to keep 
domestic oil prices below world levels would hinder 
efforts to conserve energy and would discourage the 
development of new sources of energy. 
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The experience with previous rounds of sharp in
creases in oil prices also indicates that attempts to 
mitigate the adverse short-run economic effects of 
higher oil prices by easing monetary policy could give 
rise to even stronger price pressures . and to market 
expectations that such pressures would evolve into an 
inflationary process. In the current situation. where 
many industrial countries are operating at high levels 
of resource utilization and where cost/price pressures 
have been evident for some time, a further escalation 
of inflation and expectations about inflation would 
ultimately require a sharp tightening of monetary 
conditions. as occurred in the late 1970s. As a result. 
interest rates would be higher. and output and em
ployment would be lower. than if the stance of mon
etary policy had not been aliered in response to the 
oil shock. 

An easing of monetary policy in response to the rise 
in oil prices would thus be inappropriate. ln the short 
run. the best response would be to adhere to a monetary 
policy aimed at bringing existing price pressures under 
control. Specifically. a policy directed at achieving 
approximately the same rate of expansion of nominal 
GNP that was envisaged prior to the rise in oil prices 
would be appropriate. Such a policy would mean 
somewhat lower output growth and somewhat faster 
price increases for a period of one to two years. but 
it would offer greater assurance that growth would 
proceed at previously projected rates in subsequent 
years. Moreover. a clear signal that the authorities are 
united in their determination to adhere 10 this policy 
would help to reassure financial markets that inflation 
will be contained. thus helping to reduce the risk 
premium presently incorporated in long-term interest 
rates. 

The lower level of economic activity and the higher 
interest rates that are expected to result from higher 
oil prices will tend to have adverse effects on the fiscal 
position in most industrial countries-and in many 
developing countries as well. Moreover. in several 
countries. notably in the United States, the fiscal 
position also will be afTected negatively because of the 
expenditures related to military operations in the Mid
dle East. While these developments are likely to 
complicate the task of fiscal correction in several 
countries. they do not alter the urgent need for a 
credible plan to lower fiscal deficits over time. If 
anything, recent developments indicate that the mag
nitude of the fiscal problem is likely to increase as a 
result of recent developments in the Middle East. 
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The rise in interest rates during the past year also 
appears to have reflected expectations of higher 
inflation in the future. This worsening of expecta
tions suggests that market participants remain highly 
sensitive to news concerning possible inflationary 
disturbances-such as. for example. monetary uni
fication in Germany, although in this case market 
concerns may have been exaggerated. l t  also un
derscores the importance of some of the lessons 
learned in the 1 970s. First. there is no lasting trade
off between inflation and growth: a significant re
laxation of monetary policy at this juncture would 
not yield a lasting reduction in interest rates nor a 
durable improvement in employment: it would only 
store up problems for the future. Second, in the 
past the escalation of inflation expectations had 
been a major factor in the sequence of accelerating 
inflation, sharply rising interest rates. and, finally. 
recession that affected the indust•·ial economies in 
the 1 970s. It is precisely to avoid this chain of events 
that central banks attempted during the 1 980s to 
establish the credibility of monetary policy: this. in 
turn, has been one of the key elements behind the 
durability of the current expansion. The authorities 
are now in a better position to confront the challenge 
of inflation. What is now needed is to allay the 
market's fears by giving the clearest signals that 
wage and price pressures will be contained and that 
the authorities are undivided in their determination 
to resume tangible progress in reducing inflation. 

In recent years, concern has been raised about 
the possible macroeconomic repercussions of large 
movements in financial asset prices and the fragility 
of certain financial institutions. The sharp drop in 
stock prices in Japan in the early months of this 
year. and the more generalized fall in the wake of 
events in the Middle East in early August. have 
renewed the concerns raised earlier by the large 
equity market breaks of October 1987 and October 
1989. 1 n  the United States. the unprecedented losses 
of the thrift industry are certain to have serious 
budgetary implications, although so far they have 
not resulted in major disruptions in other parts of 
the financial system. In a number of countries
including the United States. the United Kingdom. 
and Australia--corporate debt/asset ratios have risen 
significantly in recent years. partly in connection 
with a wave of corporate mergers. acquisitions, and 
leveraged buy-outs. This has resulted in a pro
nounced increase in interest cost as a percent of 
cash flows. raising questions about the increased 
vulnerability of corporations-and. indirectly. of 
credit institutions-in the event of a cyclical down
turn. 

These financial developments will, no doubt, be 

Key Policy hsues 

taken into consideration by the authoritie� in con
ducting monetary policy in the near term. In partic
ular, central banks will ensure, as they have on 
previous occasions, that the problems of particular 
financial markets or institutions do not spill over to 
other sectors, posing the risk of systemic reactions. 
However, the fragility of certain financial institu
tions and the movements in the prices of individual 
assets should not obscure the main goal of monetary 
policy-to achieve price stability over the long term. 
It is clear that a lasting solution to the specific 
problems mentioned above cannot be brought about 
by easing monetary conditions. Rather, attention 
must focus on such structural issues as reform of 
deposit insurance and elimination of tax provisions 
that encourage excessive corporate leverage. 

Major developments also have taken place in 
foreign exchange markets during the pa!)t year. 
including a substantial weakening of the yen until 
April 1 990, and a considerably less pronounced 
weakening of the U .S.  dollar. The reasons for these 
developments, which are reviewed in detail in Chap
ter J ,  are not fully understood, and thus the policy 
reactions that would be appropriate are not readily 
apparent. Nevertheless, several point would appear 
to be relevant. First. the recent decline in the value 
of the dollar should help boost net exports and 
output in the United States and contribute to a 
further reduction in the U .S. trade and current 
account imbalances. But the economy's proximity 
to full employment suggests that a further large 
improvement in net exports is likely to come at the 
expense of other components of private demand
including investment-unless the U .S.  fiscal posi
tion is improved. Second, any attempt to influence 
the pattern of exchange rates. for example through 
official intervention in the foreign exchange markets. 
should be consistent with the overall economic 
strategy and should not be viewed as a substitute 
for action on underlying economic fundamentals. 

The issue of external adjustment among the major 
industrial countries must take into account the 
progress made in reducing current account imbal
ances in recent years and must be seen in the 
context of the need to increase global saving. First. 
as was noted in the previous section. the imbalances 
of Japan and the United States have been sharply 
reduced since they peaked in 1 986-87; and the 
surplus of Germany. which has remained quite large 
relative to GNP, is now expected to nan·ow sub
stantially over the next two years. However, the 
staff's medium-term projections envisage that. in 
the absence of policy changes or exchange rate 
adjustments, the imbalances of these three countries 
would remain broadly unchanged or even rise a 
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little in relation to GNP. The projected level of 
these imbalances suggests that the risk of an un�us
tainable accumulation of external assets and liabil
ities. and therefore the risk of sharp and disruptive 
reactions in financial markets. has been somewhat 
reduced. Of course. the possibility that market 
participants might, at some point. be reluctant to 
finance these imbalances at existing levels of interest 
rates and exchange rates cannot be ruled out. Also. 
the continuation of sizable imbalances would pose 
the serious ri k of an intensification of protcctionbt 
pressures. However. this risk must be confron�ed 
by resisting such pre�sures rather than by allowmg 
protectionism to exert an undue influence on mac
roeconomic policies. 

From a policy per<;pective, the i <;ue b how to 
ensure that external adjustment does not take place 
in a way that jeopardizes growth objectives by 
exerting upward pre�sure on prices and interest 
rates. In other words. the task is to ensure that the 
process of adjustment is con!>istent with the goal of 
raising national saving. In these circumstances, the 
proposition that external adjustment should involve 
primarily policies aimed at raising saving in the 
deficit countries, rather than actions to reduce saving 
in the surplus countries. continues to be valid. This 
proposition underscores the need for measure� to 
strengthen the public finances in a number of coun
tries with external deficits-including Canada. Italy, 
Spain. and the United States-where fiscal deficits 
remain large. In these countries. and also in other 
countries with relatively high rates of inflation. a 
tighter fiscal policy would reduce the burden now 
being borne by monetary policy in containing price 
pressures and would help to achieve a lasting decline 
in interest rates. 

It may be argued that external adju�tment could 
also be brought about by boosting investment in the 
surplus countries. The critical question. however. 
b the extent to which this can be achieved while at 
the same time increasing global saving. Given the 
high level of resource u e now prevailing in the 
industrial economics. a substantial rise in investment 
in countries like Germany and Japan would. in the 
absence of other actions, need to be financed in 
large measure by reducing the supply of saving to 
other countrie . Thi!> would indeed reduce external 
imbalances, but it would do so by exerting upward 
pressure on world interest rates and by crowding 
out investment in other countries. By way of illus
tration. the simulations presented below suggest 
that the large rise in investment that i expected as 
a result of unification in Germany is likely to be 
associated with-and may already have re!>ulted 
in-a rise in world interest rates. 
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International Implications 
of German Unification 

The economic. monetary. and '>OCial union 
(GEMSU) of the German Democratic Republic 
(G.D.R.)  with the Federal Republic of Germany 
(F.R.G.)  commenced with the l>igning of a State 
Treaty between the two countries in May and its 
ratification by the two legislatures in June 1990. lt 
went into effect on July I. 1 990. at which time the 
deutsche mark became the sole legal tender of the 
G . D . R  . •  and much of the legal and institutional 
framework of the Federal Republic was adopted by 
the Democratic Republic.'� Political unification will 
take place on October 3, 1990. 

The major economic impact of GEMSU will be 
on the Democratic Republic as it undergoes a 
fundamental transformation from a centrally planned 
economy to one based on market principles. Thi!> 
transformation. which will involve a considerable 
increase in the demand for resources in the Demo
cratic Republic. will also affect the economy of the 
Federal Republic in a m�jor way as export!>. trans
fers. and investment flows to the G.D.R. arc ex
pected to increase sharply. (These change!> have 
been incorporated in the staff'� baseline projections 
for the Federal Republic.) The process of unification 
will involve a rise in the demand for world saving, 
stemming from higher investment and public ex
penditure in the Democratic Republic. and will 
therefore have international repercussions. 

The short- to medium-term impact of German 
unification on the world economy can be interpreted 
as an aggregate demand shock that will raise global 
investment relative to world saving. With large part!> 
of the industrial world, including the Federal Re
public of Germany. operating at high levels of 
resource utilization, the rise in demand will result 
in some upward pressures on price and real interest 
rates. These pres ures will be concentrated in Ger-

': fhe major change� in,olved include the foliO'' mg; the 
Deut,che Bundesbank became the �ole monetary authorny: a 
market-based banking �ystem was introduced in the G.I?.R. 
with freedom of international capital flo\\ '> and freely determmed 
intcre'>t rate'>: wage�. -.alarie-.. pen�ion,. rent-.. and other recur· 
rent payment'> were converted into deut�che mark at a rate of 
1 : 1  (o\lmark per deuhche mark): re,ident� of the G.D.R. were 
entitled to con\'ert o<;tmark\ tnto deut,che mark at panty tn 
amount' of up to 2.000 o'ltmark� for tho�e under 14 year\ of 
age. up to 4.000 o�tmarh for tho�e between 14 and 5tt and up 
to 6.000 ostmarks for those over 59: other domesllc financial 
a!>-.eh and habilitie-. \\ere convertible at a rate of 2: I .  o .. tmark 
a��eh of nonrc!-ident person� or in�titution'> acqutred before the 
end of 198\1 could be converted at a rate of 2: I. and tho-.e 
acquared after December J I .  t989 at a rate of J: I :  the pub he 
:.ector budgets in the G.D.R. will be adapted to. conform to 
tho-.e in the F. R.G.: amlthe legal fnamework regulatang cconomac 
activit� (including ta\ation) an the 1-cuer.ll Repuhlic "ill he 
adopted by the G.D.R. 
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many but will spill over to other countries, as will 
the aggregate demand effect� of unification. de
pending in part on how exchange rate� adju t to the 
shock. The ri'>e in real intercl>t rates reHects in part 
the higher rate of return on investment i n  the 
Democratic Republic. Over the longer run. the 
prospective growth of the capital stock and the more 
efficient allocation of capital and labor in the G . D . R .  
will raise productive capacity in a united Germany. 
Thus, the supply of output will increase over time 
and the short-run aggregate demand effects of uni
fication would graduaUy be off et by the increase 
in productive capacity. Over the medium to long 
run. excess demand pressures will abate. Germany's 
investment demand relative to domestic saving will 
diminish. and the pressure on real interest rates 
arising from unification will case. 

In order to gauge the international effects of the 
unification, it is necessary fir:.t to examine its likely 
effect on the economy of the Democratic Republic. 
This examination must be ba�cd on certain assump
tions about the prospective increase in resource 
demands in the G . D . R  . .  particularly for government 
infrastructure and private plant and equipment out
lays. These assumptions are embodied in a specific 
scenario about the likely evolution of the economy 
of the Democratic Republic over the coming decade: 
this should not be regarded as a forecast but rather 
as a consistent framework within which some of the 
important changes involved in unification can be 
analyzed explicitly and in which some rough orders 
of magnitude can be provided. 

In this scenario. the key assumption underlying 
the evolution of the Democratic Republic is that 
output per worker will ri::.e uvcr the next ten years 
to about 80 percent of its level in the Federal 
Republic in the year 200 I .  Assuming that the level 
of tabor productivity in the G . D . R .  is at about 
35 percent of the level in the F.R.G . .  and that 
productivity in the Federal Republic i projected to 
increase at roughly 2 Y2 percent a year, the catch-up 
in productivity in this scenario implies annual gains in 
output per worker in the Democratic Republic of about 
10 percent a year. Part of this gain is al.sumed to come 

from the more efficient allocation of labor and capital 
that would be associated with the �hift to a market
oriented economy. with the remainder assumed to 
result from a large increase in investment in plant and 
equipment and in infrastructure. The latter component 
of capital spending is viewed as a prerequisite for 
profitable private investment. Over the entire ten-year 
period. total net fixed investment would be on the 
order of DM 1 .2 trillion (at 1990 prices), over half of 
which is assumed to be financed by external resources, 
including fiscal transfers from the Federal Republic. 

Implication-. of German Umlica11on 

Table 1 1. Potential Demands on Global Saving 
Resulting from GEMSU 

CAt 1990 price') 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

Chun1:1c 10 et 1mpon' •n the 
German Democratic Rcpuhhc 

In Billion' of In Billion' of 
Deul\che Mark U.S. Dollar'' 

3(l :!U 

Tl 44 
�u 41 
65 11\ 

61 l(l 

�6 14 

� I  l l 

-�� :!X 

Ill :!l 

l() Ill 

:!3 1 1  

16 X 

Note: The figure� in this table ,how the '"'umed increa .. c. •clativc 
to the pre-unification baseline. in total net imporh of the G.D.R. 
Of thi� total. t\\O third-; are a\\umcd to be wpphed h> the I" R.G. 

1 AI the dcut\che mari..-U.S. dollar r.lle prevailing al the end of 
1989. 

In addition to the increase in investment. it io; alo;o 
assumed that a significant ric;e in consumption and 
government o;pending will occur in the Democratic 
Republic. Part of the resulting C\panl.ion of aggregate 
demand would be atisfied by increased output in the 
G.D.R . .  but a significant fraction would be reflected 
in a rise in net imports from the rest of the world 
(Table 1 1). Of the total net increase in the demand for 
goods and services assumed to be c;ati tied from 
external source . two third'> would be supplied by the 
Federal Republic. and the remaining one third by other 
countries on the basis of their '>hares in world trade. 
Thus. exports from the F.R.G. to the G . D.R. would 
increase substantially; for example. in 1991-thc year 
in which unification hall its largest impact on the 
economy of the Federal Republic under this scenario-
the additional demand temming from the Democratic 
Republic would reach almo'>t 2 percent of the Federal 
Republic''> GNP. 

Part of the increase in the demands for resource� in 
the G.D.R. would be financed by transfers from the 
Federal Republic. A small part of these tran.,fcrs. 
primarily as ·istance for the G.D.R.'s social '>Ccurity 
system. would be made directly by the Government 
of the Federal Republic. The bulk of the�e tran ... fers 
would be made by the Unity Fund. which wa'> '>Cl up 
in the F.R.G. to finance the government spending in 
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the Democratic Republic associated with unificationY 
GEMSU would have a number of other effects on the 
fiscal position of the Federal Republic and a united 
Germany. including in particular a rise in tax revenue 
as a result of higher output. The estimated total impact 
on the fiscal position is discussed below. 

An important effect of the opening of the border 
between the two German states was the increased 
mobility of labor from the Democratic Republic to the 
Federal Republic: in 1989, 344,000 persons left the 
Democratic Republic for the Federal Republic. In 
estimating the effects of unification, it has been as
sumed that further net migration will take place; 
estimates are for 280.000 in 1990. 100.000 in 1991.  with 
a decline to 20,000 a year in each year from 1994 to 
2000. This migration would lead to increases in both 
aggregate demand and supply in the F.R.G. Within a 
united Germany there would be some offset, as aggre
gate demand and supply would tend to fall in the 
G.D.R., but the offset would not be complete because 
of the lower tabor productivity and higher unemploy
ment in the latter. 

The order of magnitude of the economic effects of 
unification on the F.R.G. and other countries was 
derived on the basis of a simulation performed with 
the Fund's MULTIMOD model.34 Specifically, the 
macroeconomic effects on the Federal Republic and 
other countries of the additional demand originating 
in the Democratic Republic were computed as the 
difference between a simulation of MULTlMOD that 
embodies the exogenous components of the unification 
scenario described above, and a preunification baseline 
scenario.35The estimated effects of unification reported 
in Table 12 should be regarded only as illustrative of 
the possible order of magnitude of the impact of 
GEMSU, and not as precise estimates. First, the 
scenario described above for the evolution of the 
G.D.R. economy may not be realized; the economic 
expansion of the Democratic Republic could, for ex
ample, be much slower than envisioned in the scenario. 
Second, the process of unification could alter the 
parameters ofMULTIMOD, especially for the F.R.G . •  

)) The Unity Fund will provide O M  1 15 billion i n  grants to 
the G.D.R. over a period of 41/1 years. The amounts will ri!>e from 
OM 22 billion in 1990 to OM 35 billion in 1 9 9 1 .  and decline to OM 
10 billion in 1994. 

14 MULTIMOO is a global macroeconomic model that includes 
separate submodels for each of the seven major industrial countries. 
for the remaining industrial countries as a group. and for two groups 
of developing countries. For a recent description of this model. see 
Masson. Symansky. and Meredith. MULTI MOD Mark 11: A Rel'ised 
tutd Extended Model. IMF Occasional Paper No. 7 1 .  July 1990. 

" MULTIMOD does not contain a model of the G.D.R. Conse
quently. exports from the F.R.G. and other countries to the G.O.R. 
were increased exogenously. The expcnditLJres and transfers asso
ciated with unification that affect the budget of the F.R.G. were 
also increased exogenously. 
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which would introduce an additional degree of uncer
tainty regarding the estimated effects of German 
unification. 

With the economy of the Federal Republic op
erating near full capacity in 1 990. the extent to which 
the higher exports to the Democratic Republic would 
result in higher output or in the crowding out of 
other components of expenditure via higher prices. 
higher real interest rates, or exchange rate appre
ciation. would depend importantly on the stance of 
monetary policy and the response of exchange rates. 
With regard to the latter. it has been assumed that 
the parities of those members of the European 
Monetary System (EMS) participating in the ex
change rate mechanism (ERM) would remain fixed 
and that interest rates in these countries would be 
adjusted to ensure that these parities are maintained. 
With regard to monetary policy in the Federal 
Republic, it has been assumed that the Bundesbank 
will pursue the same degree of monetary re train! 
as in the absence of unification. This implies that 
the Bundesbank would adjust short-term interest 
rates to achieve on average the desired growth rate 
in the monetary aggregate that it targets, namely 
M 3 .  With regard to fiscal policy, the budgetary 
positions of the two governments have been com
bined. and the combined deficit therefore reflects 
all government expenditures related to unification.J6 
Tax rates are assumed to remain unchanged. but 
tax revenues are allowed to rise in response to the 
increase in economic activity resulting from 
unification. 

The simulation results reported in Table 12 indi
cate that unification would lead to an increase in 
the rate of growth of GDP in the F.R.G. of about 
Y� of I percent in 1990 and 3/4 of I percent in 1991.  
Subsequently, the rate of growth of output is estimated 
to be less than it would have been in the absence of 
unification. as the magnitude of the additional net 
demand from the G.D.R. diminishes and as increases 
in real interest rates and exchange rate appreciation 
dampen the growth of domestic and foreign demandY 
However, the level of output remains higher than it 
would have been in the absence of GEMS V. Combining 

l<l The disbursements of the Unity Fund are treated as off-budget 
items by the Federal Republic on the ground' that it i� appropriate 
to finance the temporary need for additional capital investment 
associated with GEMSU through temporary borrowings rather than 
by means of permanent financing instrument�. !>UCh a� taxes. These 
disbursements arc. however. included in the government balance 
reported in Table 12 in order to provide an overall picture of the 
financial implications of GEMSU. 

11 Part of the increase in demand from the G.D.R. is matched by 
a reduction in domestic demand in the F.R.G.: over much of the 
period shown in Table 1 2 .  private �aving b estimated to rise by 
about o;, of I percent of GNP. 
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Table 12. Simulated Effects of German Unification 

(Deviation�> from baseline. in percem) 

1990 

Federal Republic of Germany 

Real GDP 0.5 
(F.R.G. + G.D.R.) (0.5) 

Real domestic demand 0.1 
GDP deflator (inflation rate)1 0.3 
Real long-term intere�>t rate' 0.5 
Real eliective exchange rate 1.4 
Current account' 

(F.R.G. + G.D.R.J ( - 0.9) 
Government balance·' ' 

(F.R.G. + G.D.R.J ( - 1.3) 
Other ERM countries 

Real GDP -0.1 
Real domestic demand -0.3 
GDP dcflator (inflation rateF 0.1 
Real long-term interest rate1 0.5 
Real effective exchange rate 0.7 
Current account' 0.1 

Other industrial countries 

Real GDP 0.1 
Real domestic demand -0.1 
GDP deflator (inflation rate}' 0.1 
Real long-term interest rate' 0.2 
Real effective exchange rate - 1 .3 
Current account' 

All industrial countries 

Real GNP 0.1 
GDP deflator (inflation rate)! 0.2 

' Period average�. 
' Percentage points. 
' Percent of GNP. 
' General government, including the Unity Fund and the Trust Fund. 

the simulated output effects in the F.R.G. and the 
increase in output assumed in the scenario for the 
G.D.R.,  Table 1 2  shows a substantial rise in the level 
of GNP of a united Germany during the 1 990s. There 
is a modest increase in inflation in the Federal Republic. 
which peaks at about Y2 of I percent in 199 1 ,  but this 
is temporary and disappears by 1995. The estimated 
financial market effects of unification are also relatively 
modest; by 1991 long-term real interest rates increase 
by ·% of I percentage point and lhe deutsche mark 
appreciates by I Y2 percentage points in real effective 
terms (4 percent against the U.S. dollar in 1990).38 
However, by the end of the ten-year period, the effects 

1� From the average levels in the fourth quarter of 1989 to the 
second quarter of 1990, real long-term interest rates rose about 
1 '/• percentage points. and the real effective exchange value of the 
deutsche mark increased by 4 percent. Thus. it  is quite possible 
that some or all of the interest and exchange rate effects ofGEMSU 
on the F.R.G. may already have been anticipated by market 
participants and have been reflected in German interest rates and 
the exchange value of the deutsche mark in the first half of 1990. 

1991  

1 .3  
(2.0) 
0. 1  
0.4 
0.7 
1 .4 

( - 1 .8) 

( - 1.8) 

-0.2 
-0.5 

0.6 
0.6 
0.2 

0.2 
-0.2 

0.1  
0.2 

-1 .2  
0.1 

0.3 
0.2 

Implications of German Unification 

1992-941 

0.6 
(3.6) 

-0. 1  
0.:! 
0.7 
1.5 

( - 1.8) 

( - 1 .2) 

-0.4 
-0.7 
-0 . 1  

0.6 
0.2 
0.1 

-0.3 
0.1  
0.2 

-0.8 
0.1  

0.3 
0 . 1  

t995-Y7' 

0.4 
(5.8) 

-0.2 
-0. 1  

0..1 
1.0 

1.4) 

(-0.8) 

-0.3 
-0.7 
-0. 1 

0.2 
-0. 1  

0.2 

-0.3 
-(J.I 

-0.2 
0.1  

0.4 
-0. 1  

2001 

0.7 
( 10.6) 

0.4 
-0.1 
-0.2 
-0.2 

( -0.6) 

(0.5) 

0.3 
0.1 
0.2 

-0.2 
-0.3 

0.� 

-0.1 

0.3 

1 . 1  

of unification on interest rates and exchange rates 
essentially disappear. 

Table 12  also shows that the combined current 
account position of a united Germany would deterio
rate significantly, reflecting the rise in imports from 
countries outside Germany by both the G.D.R. and 
the F.R.G. directly associated with GEMSU. and the 
effects arising from the appreciation of the dcutsche 
mark in real effective terms. The negative effect on 
the combined general government balance of the F.R.G. 
and the G.D.R. is also substantial in the shon run. 
Indeed. the decline in output and increase in unem
ployment in the Democratic Republic in the summer 
of 1990 have been greater than expected. and therefore 
the increase in the combined government deficit in 
1990 and 1991 is likely to be considerably larger than 
estimated here. However. as output is expected to 
expand more rapidly than domestic demand in a united 
Germany in the second half of the 1990s, the impact 
on the current account declines substantially. Jn ad
dition. the strong growth in income resulting from 
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GEMSU is also expected to generate a significant rise 
in tax revenue, so that by 200 I the net effect of 
unification on the general government balance-in
cluding an assumed policy of expenditure restraint that 
lowers the share of government expenditure in GNP 
over time-is estimated to be slightly positive. 

Turning to the external effects of G EMSU. it is 
important to distinguish between those industrial coun
tries that participate in the exchange rate mechanism 
(ERM) of the EMS and those that do not. Because 
countries in the former group are assumed to maintain 
existing parities within the ERM. the rise in their 
interest rates would be almost the same as in the 
Federal Republic.39 l n  addition, as the currencies of 
the other ERM member countries are tied to the 
deutsche mark, they also would appreciate somewhat 
both in nominal and in real effective terms. In the 
simulation, these factors have a dampening effect on 
total demand in the other ERM countries. which more 
than offsets the stimulus arising from increased exports 
to the Democratic Republic and the Federal Republic. 
In the other ERM countries the current account im
proves slightly, but there is a small decline in output 
(less than 1,1� of I percent). Over time, however. the 
negative effects of higher interest rates and exchange 
rate appreciation disappear. and real output is some
what above the baseline toward the end of the ten
year period. reflecting the improvement in the current 
account position. 

These estimates of the output effects of German 
unification on ERM countries are subject to especially 
wide margins of uncertainty as they are the net result 
of variables moving in different directions. Also, the 
rise in interest rates that has occurred in many ERM 
countries in the first half of 1990 may already have 
reflected some of the effects described here. and there 
may well be no further significant increase in interest 
rates arising from GEMSU. Moreover. it should be 
noted that the simulation results are based on the 
explicit assumption that exchange rates and interest 
rates in the ERM countries are essentially tied to those 
in the Federal Republic. In fact. there is some scope 
for exchange rate movements within the 2tf4 percent 
margins, and there is greater latitude for interest rates 
to diverge from those in the Federal Republic. Indeed. 
some changes in interest rate differentials occurred 
during the first half of 1 990 among ERM participants. 
Furthermore. to the extent that inflation performance 
improves relative to Germany. interest rate differen
tials of the other ERM participants relative to Germany 
would narrow. 

"' Some of the increase in imere�l rates in these countries between 
the last quarter of 1989 and the second quarter of 1 990  may already 
have reflected an anticipation of the impact of GEMSU. 
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The possible impact of unification on those industrial 
countries that do not participate in the ERM (including 
the United States and Japan) is also illustrated in Table 
12 .  Ln addition to the direct stimulus stemming from 
increased exports to a unified Germany. there is an 
additional expansionary effect resulting from the ex
change rate depreciation that is the counterpart to the 
appreciation of ERM currencies. This depreciation 
leads to upward pressure on prices and interest rates, 
with adverse effects on real domestic demand. but this 
is more than offset by the rise in net exports. On 
balance the initial impact of unification on output in 
these countries is slightly positive. Over time. how
ever. output tends to return to its baseline value.-«l 

As noted above. the estimated effects of unification 
shown in Table 12  depend critically on the specific 
assumptions adopted with regard to the economic 
transformation of the Democratic Republic. as well as 
the assumed stance of policie:, in the Federal Republic 
and in other ERM member countries. To illustrate the 
influence of alternative policy responses. il could be 
assumed that the deficit of the general government in 
a unified Germany would be partly financed by raising 
the value-added tax (VAT) in the Federal Republic. 
rather than through debt financing. Thi would not 
only raise revenue to finance unification but also would 
help harmonize V AT rates in the European Commu
nity, as the VAT in the Federal Republic is relatively 
low. 

Table l 3  presents the results of an alternative sim
ulation in which standard VAT rates in the Federal 
Republic are increased by somewhat less than 2 per
centage points starting in 1991. raising indirect tax 
receipts by DM 20 billion a year (compared with the 
situation described in Table 12 .  where tax rates are 
unchanged). This reduces the budgetary impact of 
unification. so that by 1995-97 the rise in tax receipts 
is equal to the increased outlays associated with 
unification. and there is no net impact on the combined 
government balance. However, raising indirect taxes 
also has the effect of reducing the positive output 
effects in the Federal Republic and has a substantial 
impact on the rate of inflation, which would increase 
by about I Y2 percentage points in 1991. Thi:, inflation
ary impact is only a one-time effect, however, as the 
rate of inflation tends to return to its baseline in 1995-
97. With the V AT increase. the negative output effects 

"''The estimated impact on net debtor developing countries !not 
reported in Table 12) is quite small. There is an initial nse in real 
exports ami export price\. but over time export� full back lO their 
original path. As a result . there is essentially no impact on the 
output of this group of countries taken as a whole. The external 

debt of these countrie!> falb as a consequence of the initial rise in 
their exports. but interest payments as a percent of export� increase 
slightly. 
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Table 1 3 .  Simulated Effects of German Unification with Increased Value-Added Taxes 

(Deviation� from baseline. in percent) 

Federal Republic of Germany 

Real GDP 
(F.R.G. + G.D.R.) 

Inflation: GDP deHator1 
Real long-term interest rate' 
Real etTective exchange rate 
Government balance'·' 

(F.R.G. + G.D.R.) 

Other ERM countries 

Real GDP 
lnHC�tion: GDP detlator' 
Real long-term interest rate1 
Real effective exchange nate 

Other industrial countries 

Real GDP 
Inflation: GDP detlator2 
Real long-term interest rate2 
Real effective exchange rate 

1 Period averages. 
' Percentage points. 
J Percent of GNP. 

1990 199 1 

0.5 1.0 
(0.5) ( 1 .8) 
0.3 1 . 4  
0.5 ().7 
1.4 1.2 

- 1 .3 -10 

-0.1  -0.2 
0.1  

0.5 0.7 
0.7 0.2 

0.1  0.2 
0.1  0.1 
0.2 0.3 

- 1 .3 -0.8 

1992-941 1995-971 2001 

0. 1 0.2 0.8 
(3.2) (5.6) ( 10.6) 

0.4 -O.J -0.1 
0.8 0.3 -0.2 
1. 5 O.f> - 1 . 1  

-0.5 l A  

-(I.J 0.5 
- 0. 1 0.-1 

0.6 -0.2 0.4 
-0.2 -0.5 -0.4 

-0.1 0 . 1  
0.1  - 0. 1 -0.1 
0.2 -0.1 

-0.5 0.3 0.7 

' General government. including the Unity Fund and the Trust Fund. 

of unification on other ERM countries disappear more 
rapidly than in the absence of tax changes, primarily 
because the exchange rate effects are relatively more 
favorable. 

A fiscal policy action that would avoid the short
run inflationary impact of an increase in the VAT 
would be a direct tax increase. To explore the possible 
effects of this measure, MU L TIMOD was simulated 
on the assumption that direct income taxes (on both 
corporations and households) would be raised suffi
ciently to cover one half of the increase in the combined 
primary deficit resulting from GEMSU .41 This fiscal 
policy response has a rather small dampening effect 
on the level of output in the Federal Republic, com
pared with the case where unification is not accom
panied by any increases in tax rates.42 The very small 
impact of the tax increase reflects mainly the largely 
offsetting reduction in private saving that is a feature 
of MULTIMOD. With a less expansionary effect of 
unification on the German economy, real interest rates 
are slightly lower and the deutsche mark appreciates 
somewhat less, relative to the case where taxes remain 
unchanged. As a result, the negative output and do-

" 1t should be noted that the medium-term fiscal strategy of the 
authorities involves a lowering of the tax burden and a shift away 
from direct taxes toward grcC�ter reliance on indirect taxes. 

., Direct tax increases may have negative effects on labor supply, 
but such effects are not captured in MU L TIMOD. Consequently, 
the negative output effects of a direct tax increase may be under
estimated both absolutely and relative to the output effects of the 
V AT increase. 

mestic demand effects of unification on other ERM 
countries reported above are attenuated somewhat. 

finally, it may be useful to consider a policy alter
native in which the other ERM countries could be 
"de-linked" from the deflationary effects that might 
result from unification when their currencie!> are tied 
to the deutsche mark. The tightening of monetary 
conditions in these countries as they match the rise in 
German rates to maintain their parities might be 
avoided by a '·one-shot" realignment vis-a-vis the 
deutsche mark. Such a realignment. assumed to involve 
an unanticipated 4 percent appreciation of the deutsche 
mark against other ERM currencies in 199 1 .  would 
result in lower inflation and a smaller increase in output 
in the federal Republic than in the simulation presented 
in Table 12. However. it would lead to a modest rise 
in output in other ERM countries. instead of a small 
decline as in the previous simulations; by avoiding a 
short-run real appreciation (principally against non
ERM cuJTencies), these countrie could take on some 
of the additional demand resulting from unification 
that would otherwise be directed to the federal Re
public. This favorable effect .  however. would have to 
be balanced against the adverse implications of a 
possible loss of credibility in the commitment of other 
ERM countries to price stability and to the "hard 
currency" option. Such a loss in credibility would 
magnify the inflationary impact of the realignment on 
the other ERM countries and could lead to destabilizing 
speculation against the cuJTencies that were depreciated. 
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Overall. this discussion of the international impli
cations of German unification suggests that the price. 
interest rate. and exchange rate effects are unlikely to 
put undue strain on the world economy. While there 
may be <>ome <,hort-run negative effects on countries 
outside of Germany. these are likely to be relatively 
small and transitory. The overall effect of unification 
on the world economy would be clearly positive as it 
would raise output in the indu trial countries (partic
ularly in Germany) in the short run and would have 
favorable effects on the productive capacity of the 
world economy in the longer run. lt needs to be 
stressed, however, that this analysis is based on a 
large number of assumptions about the evolution of 
the economy of the Democratic Republic, and thus 
the estimated effects of unification are subject to a 
considerable range of uncertainty. 

The Challenge of Trade Liberalization 

The international trading system is now at an 
important juncture, with its future hinging crucially 
on the outcome of the Uruguay Round of multilateral 
trade negotiation . A successful conclusion of the 
Round would have far-reaching. favorable conse
quences. It would lead to a significant worldwide 
reduction of tariff peaks and escalation: improve 
market access for all countries: lower the subsidies 
and other measures that seriously distort trade in 
agricultural products: extend multilateral disciplines 
to important new areas such as services, intellectual 
property rights, and trade-related investment rules: 
promote greater discipline on the use of industrial 
subsidies: shorten delays in the adoption of dispute
settlement findings and assure their effective imple
mentation: and increase the commitment of deve
loping countries to the rules of the multilateral 
trading system. By contrast. failure to reach agree
ment is likely to have serious. adverse repercussions 
for the international community. It could intensify 
protectionist pressures. weaken support for trade 
liberaliL.ation among those countries and sectors 
that feel excluded from the full benefits of free trade 
under the existing system. and aggravate current 
disputes among trading partners. Moreover. failure 
to conclude the Uruguay Round successfully could 
encourage the search for unilateral and bilateral 
solutions to trade problems (and increase the risk 
that these solutions would be seen as substitutes. 
rather than as complements to the General Agree
ment on Tariffs and Trade (GATT)), and might 
contribute to the creation of protectionist trading 
blocks. Most likely, these unfavorable effects on 
the world trading ystem would give rise to adverse 
reactions in financial markets. 
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While it is difficult to quantify the effects of trade 
measures with any precision. the sizable benefits 
that would result from multilateral trade liberaliza
tion arc now supported by a <;ubstantial body of 
empirical evidence:" For example. it has been 
estimated that a 50 percent reduction in all tariff 
and nontariff barriers in the United States. the 
European Community. and the Asia-Pacific region 
would rai-;e GDP in these three regions by 5 percent 
($740 billion). with regional gains ranging from 
$208 billion in North America to $287 billion in the 
Asia-Pacific regionY Another recent examination 
of various trade liberalization scenarios using the 
Michigan Model of World Production and Trade 
suggests that the elimination of all tariff and nontariff 
barriers by the industrial countries could raise both 
exports and imports in these countries by more than 
5 percent: the effects might be even larger if the 
possibility of economies of <>caJe and the effects of 
increased competition and innovation were taken 
into account.�� 

A number of sectoral studies also indicate the 
potential for large welfare gains. For example. it is 
estimated that the liberalization of trade in agricul
tural products would result in welfare gains for the 
industrial countries on the order of $35 billion to 
$50 billion:'" A study based on a global general 
equilibrium model conclude that the removal of 
quota under the Multifiber Arrangement and of all 
tariff on textiles would generate net welfare gains 
of $3.5 billion (in 1986 prices) in both the European 
Community and the United States. And another 
study estimates the costs to domestic consumers of 
protect ion for the U .  S. apparel industry at more 
than $22 billion in 1 989.47 Several studies have also 
documented the large welfare costs of protection in 
the steel and auto industries. notably through so
called voluntary export restraints. 

•• Thi� \Cction concentrate� on the industrial countrie'>. E'>timatc' 
of the. potenual effect� of trade libemlization on the developing 
count ne' are pre�ented in Chapter HI of th1s report. 

•• See And re\\ Stoeckel. et al.. Welt em Trade Blon !Canberra· 
Centre for International Economic�. 1990). 

•• Sec Alan V. Deardorffand Robert �1. Stem . .. A Computallonal 
Analy\i� of Alternative Scenano'> for Multilateral Trade Llberali
Latton:· Econom1c Council of Canada Discu!>sion Paper :-.o. 363 
(August 1989). 

... See V.(). Roningen and P.�. Di\il. .. As\e�,ing the Implication\ 
of Freer Agncultural I rade:· Food Policy. Vol. 15. ;-.lo. 1 .  Februar)' 
1990. and Rod Tyer� and Kym Anderson . .. Ho" Dc,elopmg 

Countrie� Could Gam from Agricultural Trade Liberali.wtion in the 
Uruguay Round ... m I an Gold m and Odin Knud\en (ed'I.J. Al?ri
cu/tuml Trath• Liberah�aflon· lmp/icationsfor De•·elvpin�t Couutrit'! 
!Pari': OECD. 1990). 

• See lrene rrela and John Whalley . .. Unravelling the Thn:ad'> 
of the M FA ... Chapter:! of Carl Hamilton led.). Textiln I rmlt> tmd 
tlte D<••·lopinl( Cmmtrie.1 IW<l'>hington: World Ban". 1990): and 
Williarn R. Cline. Tlte Flllur<' of World Trade in Textiles am/ 
Apparel. rcvi.,cd ed1t10n (Wa�hmgton: lmtiwte for International 
Economic�. 1990). 
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The Trade Negotiations Committee (TNC) of the 
U ruguay Round met in Geneva on July 23-26 to 
assess the current status of the negotiations. Ac
cording to the previously approved schedule. the 
TNC was to have before it basic negotiating texts 
from each of the 1 5  negotiating groups. However. 
the reports from most of the groups consisted largely 
of statements of individual country positions. rather 
than draft agreements. Thus, while progress has 
been made in some areas, many important questions 
remain unresolved, including how to deal with 
agricultural export subsidies and internal support: 
whether to phase out the Multifiber Arrangement 
by liberalizing existing quotas over time or by 
moving to a transitional system of global quotas: 
the nature of additional provisions needed to ensure 
the effectiveness and predictability of antidumping 
and countervailing measures: whether or not the 
sectoral coverage of an agreement on services should 
be universal; and what new disciplines should apply 
to trade-related investment measures that are not 
covered by existing GATT rules.48 Recognizing the 
magnitude of the task that lies ahead, and the little 
time remaining to reach agreement. the Chairman 
of the TNC proposed a tight work program that 
would allow the Uruguay Round to be completed 
as scheduled at the Ministerial Meeting, which will 
take place in Brussels beginning on December 3,  
1990. 

Prospects and Issues in the 
European Community 

Overview 

Medium-term prospects and policy issues in the 
European Community (EC) are crucially influenced 
by the ongoing movement toward economic inte
gration in the region. The process leading the 1 2  
EC countries toward economic and monetary union 
(EMU) gained considerable momentum with the 
publication in April 1989 of the Delors Committee 
Report, which outlined the broad objectives of EMU 
and a proposed strategy for reaching these objec
tives.49 The report suggested that monetary union 
be achieved in three stages, culminating in the full 
centralization of monetary authority and the use of 
a common currency. Economic union would com
prise a single market in which persons, goods. 

•• A more detailed examination of the current Mate of the nego
tiations is provided in Supplemeniary NOte 3 .  

•• Repon 011 £co11omic and Monelllry Union in the European 
Community (Brussels: Committee for the Study of Economic and 
Monetary Union, April 12. 1989). 
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services, and capital would move freely: common 
policies would be aimed at structural and regional 
development; market strengthening mechanisms
including a common competition policy-would be 
put in place: and macroeconomic policies would be 
coordinated. 

Completion of the single market (the " 1992" 
project) is well under way. The European Council 
has adopted more than half of the measures that are 
required to dismantle physical barriers (customs and 
passport control). technical barriers (regulatory re
st•·ictions that affect trade and financial flows), and 
fiscal barriers (border controls involving indirect 
taxation) among the member countries. 5° However. 
many of the measures adopted at the Community 
level have yet to be incorporated into the national 
legislation of the member states. The areas in which 
the most progress has been achieved include finan
cial services. government procurement. and tech
nical standards; by contrast. progress has been 
slower in other important areas, including the au
tomobile regime and the value-added tax regime. 
The first stage toward economic and monetary 
union, which began on July I ,  1 990, will include the 
following key elements: the completion of the single 
market; full participation of all EC currencies in the 
narrow band of the ERM: and enhanced policy 
coordination.51 The timing of the second and third 
stages toward EMU, which are discussed more fully 
below, was left deliberately vague by the Delors 
Committee. 

The European Council has called two Inter
Governmental Conferences to be convened in mid
December 1 990. The first will frame economic and 
monetary union within the EEC Treaty, while the 
second will deal with political union of the EC 
countries. l n  March 1990, the EC Commission 
issued a background document for the inter
Governmental Conference on EMU .52 This report 
contains proposals for economic and monetary union 
that make more precise. and modify in some re
spec:ts. the ideas advanced in the Delors Committee 

"'As of February 1990. the European Council had accepted just 
over half of the 290 directives required to implement the single 
market. See Fifth Report of tlu! Commission to the Council and the 
European Parliamellt Co11cemim� the Jmplemelllation 1�( the White 
Puper on the Completion of the Internal Mar/..et <Bru��eh: Com
mbsion of the European Communitie�. March 28, 199()). 

'1 The narrow band of the ERM is 21/. percent on each side of 
the central rates. Spain's currency i� in the wide band (o percent 
on each side of the central rates) of the ERM. The members of the 
EC and EMS whose currencies remain outside the ERM are Greece, 
Portugal. and the United Kingdom. 

·� Eronomk and Mo11elllrv Union: The Ec·onmnic Rationale and 
Design of the System (Brussels: Commission of the European Com
munities. Press Release. March 20. 1990). This document i;, a summary 
of a longer paper to be released before the Inter-Governmental 
Conference on EMU. 
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Reporl. In particular. the Commission proposes that 
a European System of Central Banks-or ESCB
be established with a Council. made up of the 1 2  
national central bank governors. that would be 
responsible for deciding the stance of European 
monetary policy. It would pursue price stability as 
its principal object ive. but it would also support the 
general economjc policy objectives set at the Com
munity level. The proposed ESCB would be inde
pendent of national governments and would be 
governed by rules that exclude monetary financing 
of public deficits and bailing out of member states 
in budgetary difficulty. As regards national fiscal 
policies, the report modified the emphasis of the 
Delors Committee Report on budget deficit ceilings 
and instead argued for voluntary coordination and 
surveillance. The report expresses the view that, 
ultimately, national moneys would be replaced by 
a single currency, the European currency unit. or 
' "ECU." 

The EC Commission document raises important 
issues concerning the transition to E M U  in Europe. 
The appearance of this document and the impending 
Inter-Governmental Conferences on economic and 
monetary union and on political union have given 
rise to considerable discussion of these issues in 
both academic and official circles. After a brief 
review of the economic outlook and some other 
policy issues i n  the European Community. the final 
section will turn to a discussion of some of the 
transition issues, including the proposal of a · 'hard 
ECU" by the U nited Kingdom. 

Economic Prospects 

On the basis of the usual assumptions of un
changed policies and fixed real exchange rates. 
output growth in the EC as a whole is projected to 
moderate somewhat from the unsustainably rapid 
pace of the past two years; it will nevertheless 
remain quite strong through the medium term. Dur
ing 1990-95. real GDP growth would be sustained 
at 3 percent a year, broadly in line with current 
estimates of potential GDP growth. compared with 
annual average growth of 2 Y4 percent during the 
1980s. Fixed investment would rise at an average 
annual rate of 4 percent during 1990-95 and would be 
financed internally in the Community. as the combined 
external current account of the EC is projected to be 
close to zero for the next few years. By the mid-
1990s, however. the EC is expected again to become 
a net supplier of saving to the rest of the world. 

After picking up slightly in 1990 to more than 
43!4 percent, inflation (based on GNP deflators) is 
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expected to come down slowly to about 31/:! percent 
by 1993. but to remain at this level thereafter. The 
inflation rates of Italy and Spain are expected to remain 
above the average for the ERM countries through the 
medium term. Among those not yet in the ERM. the 
United Kingdom's rate of inflation is expected to 
decline somewhat this year. although it too is projected 
to remain above the average ERM rate through 1995. 
as are the inflation rates of Greece and Portugal. 53 The 
average rate of unemployment in the EC is likely to 
decline somewhat further-to below 9 percent for the 
first time since 198 1-although unemployment rates 
are expected to remain in double digits in several 
countries. Overall. the EC economy is expected to 
continue operating near capacity limits through the 
mid-1990s. reflecting the stimulative effects on both 
supply and demand of the completion of the single 
market, German unification. and the liberalization of 
the economies of Eastern Europe. 

Economic Policies and Convergence 

The projections for the EC as a group conceal 
substantial differences in the prospective perfor
mance of individual member countries. Whether 
these differences, particularly as regards inflation. 
are fully compatible with the degree of economic 
convergence required to complete stage one of EMU 
is an open question. Recent experience would sug
gest that broad stability in exchange markets can 
be maintained despite substantial differences i n  
economic performance.5� However. the continuing 
large current account imbalances within the EC 
(substantial deficits in Greece. Spain. and the United 
Kingdom and large surpluses in the Federal Republic 
of Germany and the Netherlands) presumably could 
give rise at some point to pressures on exchange 
rates. To a large extent. these imbalances can be 
seen as a natural by-product of Europe· s economic 
integration, and to that extent they need not lead
and indeed have not led-to exchange rate instabil
ity. But these imbalances also reflect divergent 
macroeconomic policies and performance. More
over, the risk of exchange market pressures may 
have increased with the removal of restrictions on 
capital movements in Belgium, France. Italy. and 
Luxembourg in recent months. although it must be 

" The text statement is based on movements in the GDP deflator: 
retail price inflation in the United Kingdom is not expected to come 
down until 1991. when a �harp reduction is likely. 

" The parities of the EMS currencies punicipating in the ERM 
have not been realigned �ince January 1987. aside from the recent 
downward adju�tment of the lira when it was brought into the 
narrow band. 
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recognized that. so far. this has not given rise to 
instability. 5� 

The objective of medium-term exchange rate sta
bility among the currencies of all 1 2  of the EC 
countries could be advanced considerably if a greater 
degree of nominal convergence could be achieved 
early in stage one of E M U .  Convergence could be 
facilitated most directly by tighter financial policies 
in several EC countries, including in particular 
Greece. Italy. Portugal. and Spain. Increasingly, 
national monetary policy-which is already over
burdened in many countries-is expected to lose its 
autonomy as integration proceeds and fiscal policy 
may have to play a greater role in correcting un

derlying macroeconomic imbalances.56 What may 
be required is not a return to fiscal fine-tuning, but 
rather a steady and determined reduction of gov
ernment dissaving in the countries where fiscal 
deficits remain substantially above the EC average. 
including in particular Greece. Italy, and Portugal. 

l n  the United Kingdom. a reduction in inflation 
to the levels prevailing in the ERM countries would 
be facilitated by a decline in inflation expectations. 
While the entry of the United Kingdom into the 
ERM will ultimately enhance the credibility of 
monetary policy-as it has in some other countries
the entry of sterling into the mechanism while 
inflation differentials remain large would involve 
serious transitional difficulties. l n  particular, once 
the immediate risk of exchange rate depreciation is 
lessened, the size and openness of the United 
Kingdom's capital markets could encourage poten
tially large capital inflows, which would exert down
ward pressure on domestic interest rates, and thus 
undermine the disinflationary stance of policy. The 
dangers involved in such a premature easing of 
monetary conditions became apparent when interest 
rates fell in 1987-88 as the authorities resisted 
upward pressure on sterling and responded to the 
expected impact of the fall in stock markets. while 
underestimating the strength of domestic demand. 
l n  the present situation, a substantial reduction of 
the inflation differential would appear to be a pre
requisite to the entry of the United Kingdom into 
the ERM. 

The recent experiences of Italy and Spain also 
illustrate the potential conflicts that can arise be
tween the internal and external objectives of mon-

)' For Ireland and Spain the deadline for removing capital controls 
is the end of 1992; the deadline for Greece and Portugal is in 
principle the same. 

"' While a degree of monetary autonomy and exchange rate 
flexibility will. in principle. remain in the fir�t two stages of the 
transition toward EMU. it is intended that policie� will increasingly 
be geared toward multilateral objectives through enhanced policy 
coordination. 
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etary policy when capital controls are liberalized. 
I n  both of these relatively high-inflation countries 
pressures have mounted to lower domestic interest 
rates in order to arTest the upward movement of the 
exchange rate, even though such a shift in the stance 
of monetary policy would be undesirable from the 
perspective of these countries· inflation objectives. 

Economic performance over the medium term in 
the other ERM countries (Belgium. Denmark, France. 
the Federal Republic of Germany. Ireland, Lux
embourg, and the Netherlands) is not expected to 
threaten the convergence objective of E M U .  How
ever, as monetary integration proceeds and interest 
rates converge further. relative fi cat positions will 
become more important in the market's assessment 
of a country's policy stance and exchange rate .57 At 
the same time, the room for maneuver of national 
budgetary policies is likely to narrow. From this 
perspective, it would appear prudent for those 
countries with relatively large public sector deficits 
and/or high levels of public debt ( Belgium, Ireland. 
and the Netherlands) to intensify their effotis toward 
fiscal consolidation. 

Another important, and perhaps more immediate, 
objective of EC economic policies is to ensure a 
non inflationary adjustment to German unification. 
The potential effects of unification on German and 
EC-wide economic conditions have been discussed 
above. What must be emphasized in the present 
context is that the ERM and the other formal links 
to be established in stage one of EM U-in particular. 
enhanced policy coordination-may help to achieve 
this objective. Within the EMS,  there is now a core 
group of countries, in addition to the Federal Re
public of Germany. that have made significant prog
ress toward price stability. These countries are well 
placed to play a valuable role in anchoring the 
system, particularly in view of the uncertainties that 
could complicate monetary management in Ger
many. Also. the resource needs that are expected 
to result from German unification could help to 
reduce intra-European current account imbalances. 
As some of the European economics-including in 
particular the Federal Republic of Germany-are 
operating at high levels of capacity utilization. up
ward pressures on interest rates may have to be 
accepted for some time to avoid inflationary pres
sures. However. such interest rate pressures could 
be eased by tighter fiscal policies in Germany as 
well as in those ERM countries where convergence 
of fiscal performance remains insufficient. Such a 

" The interaction between the fiscal stance and the market"<; 
valuation of public debt is discussed below in the section on transition 
b�ue�. 
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shift in the policy mix of the EC countries toward 
greater fiscal restraint could also reduce upward 
pressure on the European currencies. 

Transition Issues 

The transition from the prevailing system of na
tional monetary and fiscal policies and adjustable 
exchange rates in the European Community, to a 
system of '·irrevocably 

. . fixed exchange rates and 
ultimately to a single currency area. raises a number 
of complex issues.5� First, there is the question of 
whether it is necessary in a monetary union to have 
explicit rules for national fiscal policies that go 
beyond the "no bail-out" and "no monetary fi
nancing" guidelines suggested by the EC Commis
sion.59 Those who support fiscal policy rules argue 
that the no bail-out provisions will not be credible 
in a situation where there are large. sovereign 
borrowers and where failure to rescue could lead 
to the fragmentation of institutions in which mem
bers have already invested high political stakes. 
Those opposed to binding fiscal policy rules gen
erally argue that market forces will be adequate to 
impose the necessary fiscal discipline.60 A country 
that has consistently opted for a relatively high level 
of public expenditure would obviously need to 
maintain relatively high tax rates. But high tax rates 
could cause both capital and labor to migrate to 
lower tax jurisdictions. thereby exerting pressures 
for expenditure control.61 

A related question is whether there is a need for 
a federal authority that could bring some coordi
nation to national fiscal policies. It has been argued 

'" For a survey of the major issues, see Jacob Frenkel and Morris 
Goldstein. · 'Monetary Policy in an Emerging European Economic 
and Monetary Union: Key Issues" (Washington: IMF Working 
Paper No. 90173. August 1990). 

w See the discussion above relating to the EC Commission's 
background document for the Inter-Governmental Conference on 
EMU. 

"'' The case for market dbcipline. and the nece��ary institutional 
changes that would make it effective, is presented in G. Bishop. 
"The Creation of a European ·Hard Money Union' .. (London: 
Salomon Brother� International Lld .. June 2 1 .  1990). The discipline 
of the market would take the form of a rising default premium on 
the sovereign debt of countries running excessive overall deficits. 
including interest paid on accumulated debt. If such deficit� per
sisted. eventually the country might be denied access to additional 
credit. The effective functioning of this mechanism presumes free 
capital mobility. full information on sovereign borrower�. and the 
absence of explicit or implicit outside guarantees of sovereign debt. 
The experience of Canada and the United States suggests that 
provinces and states with relatively high fiscal deficits and debt 
ratios do face larger interest rate spreads and lower credit ratings. 

., See Arij Bovenbcrg. Jerocn Krcmer�. and Paul Masson. "Eco
nomic and Monetary Union in Europe and Con�traint� on National 
Budgetary Policies" (Washington: IMF Working Paper No. 90/62. 
July 1990). 
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that such an authority could facilitate the cushioning 
of region-specific shocks and negative spillover 
effects from national budgetary policies. In contrast. 
opponents of a strong federal fiscal authority argue 
that the loss of the monetary/exchange-rate policy 
tool that is inherent in the formation of a monetary 
union may itself increase the need to retain some 
degree of national budgetary flexibility in order to 
respond to localized shocks. This would be the case 
especially if serious price and wage rigidities and 
limited international mobility oflabor were to persist 
after achievement of monetary union.62 

A third key issue is whether there are significant 
differences between irrevocably fixed exchange rates 
and a common currency. and if so. whether there 
are good reasons for adopting the former on the 
way to the latter. One view is that irrevocably fixed 
rates carry the same constraint as a common cur
rency-namely, the inability to use the nominal 
exchange rate as a policy instrument to deal with 
country-specific economic shocks-without having 
all the benefits of a single currency. These additional 
benefits are thought to include the elimination of 
exchange-related transaction costs, a lower need for 
international reserves, and a stronger presence for 
the uni.on in the international monetary system.63 A 
second view is that, official statements notwith
standing, market participants will never be truly 
convinced that exchange rates are ' ' irrevocably 
fixed''; so long as separate currencies exist, the 
option of changing the exchange rate will always be 
present. ln contrast, the costs of undoing a common 
currency are thought to be considerably higher. 

Without disputing the advantages of a common 
currency. some advocates of irrevocably fixed rates 
see merit in delaying the ultimate move until other 
aspects and institutions of the integrated Europe 
are more fully developed and until experience with 
common operations is gained and evaluated. How
ever. there is now a growing consensus that a 
transitional period with new common institutions 
that have no effective power could well prove 
counterproductive and therefore that stage two of 
E M U  should be kept brief, if not dispensed with 
altogether. 

Recent thinking also has centered on the question 
of whether EMU should wait until all EC members 
are ready. economically and politically, to partici
pate. Some have argued that E M U  should start with 

''' For an analy�is of the cost� and benefits of budgetary flexibility 
in the context of EMU in Europe. see Bovenberg. Kremers. and 
Masson ( 1990). 

"' See Daniel Gro� and N. Thygesen. "Towards Monetary Union 
in the European Community: Why and How" (Brussels: Center for 
European Policy Studies. May 1990). 
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a core group of countries with a good record of 
monetary and price stability. with others joining at 
a later stage. The core group has been described as 
comprising Belgium-Luxembourg. France. Ger
many. and the Netherlands. However, questions 
remain in some circles about the implications of 
such a two-stage procedure for the economic and 
political coherence of the EC. 

Finally. there is renewed interest in creating an 
EC exchange rate system with a parallel currency 
as an anchor. The U nited Kingdom recently pro
posed that a "hard ECU '· should supplant alter
native medium-term proposals for institutional de
velopment after the first stage of the Delors program 
toward EMU has been completed. Under the British 
plan. a newly established European Monetary Fund 
(EMF) would issue ECU bank notes alongside 
existing EC currencies. To prevent any inflationary 
expansion of the money supply-a perceived weak
ness of earlier parallel cun·ency schemes-the E M F  
initially would be empowered to issue only notes 
that were fully backed by its own holdings of the 
various EC currencies that make up the ECU. At a 
later stage. the ECU would become a currency in 
its own right and would no longer be defined as a 
basket of the EC currencies. as it is at present. 

The hard ECU scheme would require national 
central banks to repurchase their own currencies 
for ECU s. or equivalent hard currencies, on demand 
by the EMF. Depending upon how this requirement 
would be implemented, it could strengthen national 
monetary discipline.64 The ECU would be "hard'' 
in the sense that it would be defined so as never to 
devalue against other EC currencies.6� Accordingly. 
the "hard ECU" would match the EC cun·ency of 
the country with the best price performance. and 
hence the best maintained purchasing power, at any 
point in time.66 In that way. the hard ECU would 

... There i� some uncertainty about how the EMF would use the 
system of repurchase obligations in attempting to inHuence national 
central banks to curtail "excess liquidity creation." If such obli· 
gation� operated in <1 w<�y similar to the intervention obligation� of 
participants in the ERM. they could presumably be combined with 
a system of penalty charges to strengthen national monetary disci· 
pline. However. many complex questions remain. for example, how 
to ascertain when there has been "excess liquidity creation" in a 
world in which money demand can shift substantially. 

" For example. if the deutsche mark were revalued. then the 
quantity of other currencies in the ECU basket would-in contrast 
to present practice-be increased to maintain the ECU's value 
against the deutsche mark. 

'" The case for the hard ECU rests ultimately on its use as a 
tangible non-interest-bearing currency. For intere�t-bearing assets 
denominated in hard ECUs. the expected inflation advantage of the 
hard ECU would likely be offset by relatively low market interest 
rates. However. the demand for interest-bearing assets denominated 
in hard ECUs would be likely to grow in parallel with the demand 
for hard ECU currency. as monetary experience reveals a strong 
tendency for a medium of exchange to be used as a unit of account. 

Policy Issues in Individual Countries 

gradually win support as a common currency. thereby 
providing a gradual. market-oriented transition to
ward full monetary union. 

The British proposal. along with those of other 
member states and the EC Commission. will be 
considered by the upcoming intergovernmental con
ferences in December on economic and monetary 
union and on political union of the European Com
munity. These conferences should help to clarify 
both the timing and the specific institutional arrange
ments of further steps toward European integration 
following the completion of the first stage of eco
nomic and monetary union. 

Policy Issues in Individual Countries 

After a period of rapid growth that brought the 
U .S.  economy to high levels of resource use. cost 
and price pressures intensified in the United States 

and monetary conditions were tightened in 1988-
89. In the absence of significant fiscal action. mon
etary restraint resulted in a substantial rise in interest 
rates, and since mid- 1989 the economic expansion 
has slowed appreciably. This year. monetary policy 
has successfully sought to contain inflationary pres
sures without pushing a sluggish economy into 
recession. while the federal fiscal deficit-which had 
declined substantially from fiscal year 1983 to FY 
1989-appears to have stabilized at about 3 percent 
of GNP in FY 1990. Recently, however. the fiscal 
outlook has deteriorated significantly. suggesting 
that the task that lies ahead is considerably larger 
than previously anticipated. The deficit for FY 1990 
(ending September 30. 1990) is now cstimatetl by 
the Administration at $ 1 63 billion, compared with 
a Gramm-Rudman-Hollings (GRH) target of 
$ 1 00 billion.('7 

The staff projects that the U .S.  economy will 
continue to expand over the next several years. 
albeit at a relatively slow pace, with no significant 
improvement in inflation anticipated. Moreover. on 
the basis of present policies and real exchange rates. 
the external curTent account deficit is projected to 
widen somewhat over the medium term. following 
a substantial decline in the last three years. With 
the U .S.  economy operating at high levels of em
ployment. the achievement of strong growl h coupled 
with progress toward lower inflation and external 

•' As recently as December IY89. the measures in place were 
deemed �ufficient to satisfy the GRH target for FY 1990. This 
iliuM rates again the fundamental shortcoming of the GRH proces'): 
once a fiscal year is under way. there is  no mechamsm to prevent 
the actual deficit from exceeding the target. 

55 



©International Monetary Fund. Not for Redistribution

MEDIU M-TERM PROSPECTS AND ISSUES IN INDUSTRIAL COUNTRIES 

adjustment will require policies aimed at restraining 
the expansion of nominal demand and boosting the 
economy's productive capacity by raising national 
saving and increasing efficiency. 

There is no doubt that efforts to strengthen the 
federal fiscal position should play a major role in 
this strategy. Recent estimates suggest that the large 
fall in the federal deficit that was envisaged in the 
Administration's January 1990 budget will not take 
place and that the objective of balancing the federal 
budget by FY 1993-as mandated by the GRH law
will not be attained.fh� These developments have 
prompted a "budget summit .

. 
between representa

tives of the Administration and the Congress to seek 
an agreement on how to deal with the budgetary 
situation. And on June 26. the President of the 
United States stated that a solution to the fiscal 
problem would require "entitlement and mandatory 
program reform: tax revenue increases: growth 
incentives: discretionary spending reductions; or
derly reductions in dcfensc spending: and budget 
process reform. "  

In view of the magnitude of the fiscal problem. 
and given the political difficulty of achieving further 
reductions in the deficit mainly through cuts in 
discretionary spending. a broad-based approach ap
pears to be entirely appropriate. A budget agreement 
based on the principles enunciated by the President 
should succeed in bringing about a decisive improve
ment in the fiscal position: this would raise national 
saving and set the stage for a decline in interest 
rates and for exchange rate adjustments conducive 
to a reduced external deficit. To be consistent with 
the economy's need for saving, the long-term ob
jective of the fiscal plan should be to balance the 
operational budget-the unified budget balance less 
the balance of the Social Security Trust Fund. A 
decision to pare the size of the cut to be implemented 
out of concern that a large fiscal cut should trigger 
a recession would risk damaging the credibility of 
the multi-year package that the budget summit is 
seeking, and thus keep interest rates from declining 
and raise the medium-term cost of fiscal adjustment. 

The handling of monetary policy by the Federal 

08 The Administration is now projecting that on a current services 
basis (that is. in the absence of measures) the federal deficit would 
decline gradually over the medium term but would still amount to 
nearly $100 billion by FY 1995. The revisiom to the fi�c1d estimates 
resulted from less optimistic assumptions about economic growth. 
interest rates. and the tax yield projected from the existing tax base. 
and a change in the treatment of the Resolution Trust Corporation's 
cash outlays associated with the resolution of the insolvent saving 
and loan associations covered by the depo�it insurance '>Y�tem. 
Also on a current service� basis, the \!afT i; projecting that the 
federal deficit would peak at about $200 billion in FY 199:! before 
declining to $ 1 80 billion in FY 1995. 
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Reserve has helped to avoid both a rece��ion and a 
significant acceleration of inflation. However. infla
tion has been stabilized at a relatively high rate and 
progress toward the Feueral Reserve· s ultimate 
objective of achieving price stability remain<; to be 
seen. A sharp tightening or monetary policy aimed 
at a quick reduction of inllation could precipitate a 
recession-particularly in a situation where rela
tively high levels of corporate and household debt 
and the fragility of certain financial institutions raise 
the economy's vulnerability to high interest rate�
and might erode the support required to maintain 
an anti-inflationary monetary policy. Also. the re
cent increase in oil prices-if sustained-will result 
in a one-step increase in consumer prices. It is 
important. however. that visible progress be made 
in reducing inflation in the not too distant future. 
Keeping inflation at present levels would postpone 
the efficiency gains that would result from price 
stability, increase the danger that inflationary dis
turbances might need to be tackled through a sharp 
monetary contraction. and reduce the credibility of 
the authorities' long-term strategy. thus raising the 
costs of moving toward price stability. or course. 
the chances of success of this strategy would be 
greatly enhanced by substantial progress in lowering 
the fiscal deficit. 

In recent years. the United States has sought a 
solution to the U .S. trade and current account 
imbalances through actions that aim at the objective 
of opening up markets rather than seeking an unfair 
advantage for U.S.  producers. However. concern 
has been raised that these actions in the trade area. 
particularly those based on the Super 30 I provision 
of the Trade Act, have been harmful because of 
their unilateral or bilateral character. Against this 
background. it is encouraging that the U.S.  Admin
istration appears to have downplayed the role of 
these actions and has affirmed that it attaches the 
highest priority to the achievement of a more open 
trading system through a successful conclusion or 
the Uruguay Round. 

Since late 1986 the economy of Japan has regis
tered rapid growth based on a very strong expansion 
of domestic demand. including notably business 
fixed investment. At the same time. the economy 
has reduced the dependence of it� manufacturing 
sector on external demand while shifting production 
abroad. and the cun·ent account surplus has nar
rowed sharply. Strong economic growth has brought 
the economy to a very high level of resource use, 
particularly in the labor market. and has led to the 
emergence of cost and price pressures. These pres
sures were exacerbated by the substantial deprecia
tion of the yen from late 1988 to the spring of 1990. 
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More recently. the value of the yen has firmed and 
growth has remained quite strong. as the economy 
successfully weathered the financial market turbu
lence of the early months of 1 990. The economic 
policies pursued by Japan in the 1980s have estab
lished a strong foundation for sustained growth in 
the future. However. a number of important chal
lenges remain. including the need for structural 
policies to remove the distortions that hinder effi
ciency and restrain market access and. most im
portant in the short run. the need to confront the 
risk of inflation. 

Following a period in which the strength of the 
yen and favorable cost developments made possible 
the pursuit of an accommodative stance. monetary 
policy was tightened significantly during 1989 in the 
face of emerging capacity constraints. a weakening 
yen. and an acceleration in the growth of money 
and credit. Interest rates were allowed to rise 
considerably, helping to contain the increase in 
inflation and to prevent a worsening of price expec
tations. However. cost and price pressures have 
not yet abated, and while the current rate of infla
tion of some 23!4 percent is low by international 
standards, the danger of an intensification of inflation 
should not be underestimated given the continued 
strong momentum of aggregate demand and the tight 
labor market conditions. ln view of the crucial role 
played by price stability in Japan's strong economic 
performance. it seems clear that. in present circum
stances. monetary policy must continue to lean on the 
side of restraint. 

During the 1980s fiscal policy in Japan focused 
successfully on the objectives of fiscal consolidation 
and tax reform. The central government deficit (na
tional accounts basis) fell in relation to G N P  from 
Slf1 percent in FY 1980 (ending March 3 1 ,  1981)  to an 
estimated 3/4 of I percent of GNP in FY 1989, and the 
objective of eliminating bond financing of current 
expenditure by the central government has been vir
tually attained. This was accompanied by a significant 
improvement in the fiscal position of the local govern
ments and a rise in  the sizable surplus of the social 
security funds. which helped the financial balance of 
the general government shift from a deficit of 
41f1 percent of GNP in FY 1980 to a surplus of 
23!4 percent of GNP in FY 1989. Against this back
ground. and given the current strength of the economy 
and existing pressures on prices, the budget plan for 
the current fiscal year-which is likely to have a mildly 
restrictive effect on the economy-appears to be ap
propriate. Looking at the longer term, further efforts 
toward fiscal consolidation would seem to be required, 
given the substantial rise in social expenditures ex
pected to result from the prospective aging of the 
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Japanese population�9 and the need to reduce the gross 
public debt. 70 At the same time. it mu t be recognized 
that fiscal austerity during the 1980s has involved 
considerable restraint on public investment. and the 
government should now play a more importam role in 
improving social infrastructure in those areas in which 
the social rate of return is high but cannot be fully 
captured by the market. 

ln recent years. there has been substantial progress 
with tructural reform in the areas of financial dereg
ulation. tax reform (featuring the introduction of a 
consumption tax, the elimination of most elective 
commodity taxes and income tax deductions). and the 
privatization of public enterprises (including the na
tional telephone and railway companies). In other 
areas. however. progress has been slower. The urgent 
need for land management reforms has been under
scored by the recent escalation of land prices. The 
Basic Law of the Land. enacted in late 1989. is a step 
in the right direction. but much remains to be done to 
remove the distortions caused by land U!!.e regulations 
and low property taxes. which hinder urban renewal 
and development. Also, in spite of a number of recent 
steps, certain aspects of Japan's distribution system 
(notably the Large Scale Retail Store Law) continue 
to restrict market access by both foreign and new 
domestic firms. Finally. while progress has been made 
in liberalizing access to certain commodities, severe 
restrictions continue to affect imports of agricultural 
goods. most notably rice. 

It is clear that the pace of structural reform in these 
areas must now be intensified, both to improve eco
nomic efficiency and the welfare of the Japanese 
population, and to resolve trade disputes with Japan's 
trading partners. Most important, given its growing 
leadership role in the world economy. it is incumbent 
on Japan to make a strong contribution in the coming 
critical months of the Uruguay Round. 

ln the Federal Republic ofGermuny real GNP rose 
by 4 percent in 1989, the strongest performance so far 
in the current expansion. Output continued to expand 
rapidly during the first half of 1990, boosted in part by 
a surge in consumption following a tax cut related to 
fiscal reform. With the economy operating at histori
cally high levels of capacity utilization. prices increased 

•• 1t has been e>timated that the ratio of social �ecurity benefits 
to national income would rise by some 10 to 13 percentage points 
from 1988 to 2010. An examination of the macroeconomic conse

quence> of demographic prospects in the induMrial countries was 
presented in the May 1990 World Economic Outlook. Supplementary 
Note 3. 

'0 Japan·� gro�� public debt (general government level) is estimated 
at 71 percent of GNP at the end of 1989. The net public debt is only 
14 percent of GNP. but this reflect� the inclusion of the sizable 
asset� of social security funds. which are ;a��ociated with future 
government liabilities. 
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more rapidly than in earlier years. Interest rates rose 
sharply in response to a tightening of monetary policy 
in 1 989. and somewhat further in the first half of 1990 
in light of prospects for economic unification between 
the Federal Republic and the German Democratic· 
Republic. The foreign sector also contributed strongly 
to economic activity during this period. and the current 
account surplus rose to 4\1� percent of GNP in 1 989. 

The key policy issues facing the German authorities 
at this juncture are closely related to the process of 
unification. This process is expected to involve rising 
demand pressures on productive capacity, reflecting 
large scale private and public infrastructure investment 
in the G.D.R. Much of the task of limiting the infla
tionary consequences of rising demand will rest on 
monetary policy. as current fiscal plans do not envisage 
tax rate increases to help finance the additional gov
ernment outlays associated with unification, although 
fiscal policy also could make a contribution by em
phasizing expenditure restraint. While real interest 
rates have already risen in the first half of 1990, perhaps 
in anticipation of the prospects just described. a further 
increase in connection with unification cannot be ruled 
out and should not be resisted. Higher real interest 
rates would tend to exert upward pressure on the 
deutsche mark. which would help relieve demand 
pressures in Germany and contribute to a decline in 
the current account surplus. 

In the current and prospective environment of con
siderable pressure on resources, it is urgent to speed 
up the implementation of measures to raise potential 
GNP and to enhance the responsiveness of output to 
additional demand. These would include structural 
policies in such areas as international trade, the struc
ture of taxes, subsidies, agriculture, mining. and retail 
trade. Moreover. the substantial increase in the fiscal 
deficit projected for 1990-91 also underscores the need 
to restructure government expenditures with emphasis 
on cutting subsidies. If the budgetary implications of 
unification turn out to be larger than expected-which 
has already occuJTed as unemployment in the G.D.R. 
has risen more sharply than originally anticipated
the implementation of tax increases should not be 
ruled out. 

In the area of subsidies, it is particularly important 
that in restructuring the G.D.R. economy, the Trust 
Fund should refrain from using the profits of firms that 
prove to be viable in a market system to support those 
enterprises that are not viable. To facilitate this process 
of transformation. the authorities need to ensure not 
only a stable macroeconomic environment but also 
avoid ad hoc policy interventions in response to short
term adjustment problems. Specifically, some short
run increase in unemployment and the bankruptcy of 
certain enterprises will have to be accepted in order 
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to achieve the reallocation of resources and the longer
term efficiency gains that should result from a market
based economy. Such a policy orientation would seem 
appropriate in view of the need to attract the capital 
needed to support the rapid economic growth envis
aged in the G.D.R. 

ln France the economy continued to perform well 
in 1989. After an increase of almost 4 percent in 1 988. 
real GDP grew by 31f� percent in 1989. Export growth 
was particularly buoyant but domestic demand slowed 
somewhat from the rapid rate of the previous year. 
Inflation rose only moderately. partly because of the 
effects of the depreciation of the French franc and 
certain special factors. but wage costs remained under 
control. Employment growth strengthened further in 
1 989, although the unemployment rate remained at 
91f2 percent reflecting in part the influence of demo
graphic factors. Strong import demand resulted in a 
sizable deterioration in the trade balance. but the 
current account deficit remained quite moderate, owing 
to an upturn in services receipts. Growth slowed 
somewhat during the first months of 1990 but remained 
relatively strong: unemployment declined to around 
9 percent of the tabor force and consumer price inflation 
fell. 

Monetary conditions tightened over the course of 
1989, with the official tender rate moving from 
7¥4 percent in January to 10  percent at the end of the 
year, but it eased thereafter. By contrast, fiscal policy 
was moderately expansionary in 1989. mainly because 
of higher expenditures in a number of new priority 
areas. Moreover, the 1 989 budget again included sig
nificant tax cuts intended to support competitiveness 
and European harmonization objectives. However, 
given the strength of economic activity. tax revenues 
remained buoyant and the fiscal deficit target. at 
F 10  billion below the 1988 outturn. was reached. The 
deficit is to be reduced further in 1990. While tructural 
adjustment remains a principal objective of the au
thorities, progress appears to have slowed following 
the achievement of such major reforms as the liber
alization of prices and foreign exchange transactions. 
As regards labor markets. concerns about the equitable 
distribution of the fruits of the recovery have led to 
pressures to increase minimum wages in step with 
average wages. 

The economic expansion in Italy entered its seventh 
year in 1990, with GDP growth over this period 
somewhat above the average for the European Com
munity. The rate of inflation has been brought down 
considerably in the past few years. but it edged up in 
1989 and remains some 3 percentage points above 
corresponding rates in France and Germany. The 
unemployment rate has been high over this period. 
although it has declined significantly over the past 12  
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month�. The external current account moved to a 
deficit of just over I percent of G DP in 1989, from 
approximate balance in 1986-87. 

The primary focus of economic policy has been the 
achievement of a reduction in the central government 
deficit. which averaged over 1 1  percent of GNP in 
1988--89. In May of this year. the Government adopted 
a medium-term fiscal adjustment plan that aims at a 
primary budget surplus by 1991.  one year earlier than 
under the previou plan. The new program is an 
important step in the right direction. However. because 
debt-service payments remain very large-refiecting a 
stock of government debt nearly equal to GDP and 
relatively high interest rates-the total deficit is likely 
to remain quite high over the medium term. With large 
nominal interest rate differentials in favor of the lira, 
the currency showed considerable strength in the first 

half of 1990. following the removal of remainjng capital 
controls and the movement of the lira into the narrow 
band of the ERM. While thi development could help 
to contain inflation in the short run. continued upward 
pressure on the lira could. given Italy's exchange rate 
commitments. force a decline in interest rates. and 
contribute to renewed inflation at a later stage. This 
risk reinforces the case for decisive action on the fiscal 
front. At a minimum. any slippage from the current 
fiscal program must be avoided and consideration 
�hould be given to additional measures to increase the 
primary urplus further. with emphasis on cutting 
expenditures. reducing transfers to public enterprises. 
and enhancing the efficiency of the tax collection 
system. 

The overheating of the United Kingdom's economy, 
which has been evident for the past two years. has 
proved difficult to reverse. Excluding mortgage interest 
payments and the community charge. retail price 
inOation has risen further to nearly 8 percent in the 
latest 1 2-month period. In  1990 the general government 
fiscal balance ha continued to be in surplus and in 
1991 fiscal policy is expected to be slightly contrac
tionary. Domestic demand is projected to contract a 
little in 1990. mainly a a result of an anticipated drop 
in corporate spending. Nevertheless. inflation is ex
pected to remain well above the average of other 
industrial countries in 1990-9 1 ,  although it would 
decline somewhat over the medium term. 

The resilience of consumption in the first five months 
of 1990. and a relatively muted reduction in stock 
levels so far. suggest that growth of demand in the 
United Kingdom is again proving to be more robust 
than expected. Moreover. the re istance of employer 
to wage demands. a crucial clement in the restoration 
of sound economic condition'>. has been weakened by 
favorable trends in industrial input prices. Underlying 
earnings growth rose to 10 percent in the 1 2  months 
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to July 1990. with a fall in productivity contributing to 
a rise in unit wage cost!. of just over 10 percent a year 
in the first quarter of 1990. Renewed pressure on profit 
margins. and ultimately on wage::. . is likely to rel.ult 
from the recent sharp appreciation of the exchange 
rate associated with speculation over a relatively early 
entry of the United Kingdom into the ERM of the 
EMS. 

On balance. these developments suggest that the 
process of adjustment will be protracted and will 
require maintenance of a \tringent monetary policy 
for longer than previously thought. Although the con
tinuation of a sizable inOation differential \\ ith the core 
EMS countries will tend to complicate the entry of 
the United Kingdom into the ERM. a widc::.pread 
expectation that this will occur soon seems to have 
underpinned confidence in the pound sterling dc:-.pitc 
a continuing large external deficit. 

Faced with persi tent CO'>t and price pressures and 
trong growth of nominal demand. the Bank of Canada 

tightened monetary policy progressively over the cour'>C 
of 1988 and 1989, leading to a marked increa�c in 
short-term interest rates-to almost 400 basis points 
above corresponding U.S.  rates by the end of 1989-
and a rise in the value of the Canadian dollar. As a 
result, output growth in Canada slowed to 3 percent 
in 1989 from its strong pace in 1987 and 1988. but the 
slowdown was not sufficient to reduce significantly the 
level of resource use. In these circumstances. wage 
and price inflation intensified somewhat in 1989. \\ ith 
the 1 2-month change in consumer prices reaching 
5Yz percent by midyear. The continued �trcngth of 
domestic demand and the real effective appreciation 
oft he Canadian dollar contributed to a further widening 
of the current account deficit to 21/2 percent of GDP 
by the end of 1989. 

Output growth slowed further in the first quarter of 
1990. and turned negative in the second quarter in the 
face of continued high intere'>t rates. Price inflation 
has shown signs of moderating. with the 1 2-month 
change in consumer price<, dropping to 4Y� percent by 
July 1990. However. the evidence on wage �ettlement::. 
is less encouraging and continuation of the prc:.cnt 
stance of monetary policy would seem appropriate. 
Such a stance would nevertheless facilitate some easing 
of monetary conditions in the face of a continuing 
slowing of nominal income growth. 

Progress has been slow in reducing the federal deficit 

(which amounted to 4 1/2 percent of GDP in FY 1989). 
a Canada's high debt-to-GNP ratio has made the fi'>cal 
position quite vulnerable to increa .. es in interest rate'>. 
The fiscal measure"> contained in the budget for FY 
1990/9 1 were intended to re:-.ume progress in reducing 
the deficit/GDP ratio but. once again. higher than 
assumed short-term interest rates may po..,tpone 
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achievement of this goal. Consequently, additional 
measures should not be ruled out if fiscal policy is to 
play its role in fostering conditions conducive to 
sustained growth coupled with lower inflation and a 
reduced current account deficit. 

A number of important structural initiatives are 
under way in Canada, including reforms relating to the 
sales tax and the unemployment insurance ystem. 
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Together with previous tax rcfor·m measure., and with 
the implementation of the Free Trade Agreement with 
the United States. these initiatives should significantly 
improve the efficiency of the economy and enhance 
growth prospects. Further progress in the structural 
area could be achieved by moving toward greater 
market orientation in the farm sector and by liberalizing 
imports of textiles. 
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Chapter Ill  

Medium-Term Prospects and Policy Issues 
in Developing Countries 

Introduction 

In a large number of developing countries. nOLably 
those that encountered debt-servicing difficulties. 
the decade of the 1 980s was one of slow growth and 
declining per capita output. By contrast. many 
countries that were able to avoid debt-servicing 
difficulties have achieved very high growth rates 
and substantial gains in real income. These differ
ences can be attributed to several factors. Most 
important. policies have differed significantly among 
the indebted developing countries. Countries that 
avoided debt-servicing difficulties have generally 
pursued more cautious financial policies and have 
placed greater emphasis on reducing structural rig
idities and distortions in their economies than the 
countries with debt-servicing difficulties. Macroec
onomic instability and persistent foreign financing 
constraints have adversely affected capital forma
tion in many countries that encountered debt-serv
icing difficulties. Also. the international trading 
environment has not been equally favorable for all 
countries. While most exporters of manufactures 
have benefited from strong growth in the industrial 
countries, many exporters of primary products have 
faced deteriorating terms of trade. 

Domestic economic policies play a critical role in 
the medium-term outlook for the developing coun
tries. particularly in view of the recent increase in 
oil prices. The conclusions of the discussion of the 
appropriate policy response to these developments 
in the industrial countries discussed in the Box in 
Chapter 1 1  appear generally applicable to the oil 
importing developing countries. In particular. at
tempts to insulate domestic oil markets through 
subsidies or price controls. and efforts to dampen 
the adverse effects of the oil shock by easing mac
roeconomic policies would only create more serious 
problems for the future. In addition. in those deve-

loping countries where public sector wage policies. 
wage indexation mechanisms. or other forms of 
incomes policies are prevalent. it will be important 
to ensure that the one time increase in domestic prices 
stemming from the rise in oil costs is not translated 
into an escalation of wages and subsequent wage/ 
price spiral. Inasmuch as the rise in oil prices involve 
a decline in national income. it must be clearly 
understood by both producer:-. and consumers that 
real wages as well as profits will unavoidably be 
lower than they otherwise would have been. 

In a number of oil importing developing countries. 
including several that are currently engaged in sta
bilization efforts and structural reforms in the con
text of Fund- and Bank-supported adjustment pro
grams. the effects of persistently higher oil prices. 
aggravated by lower external demand and higher 
interest rates. could be very serious. For these 
countries. there is a need for a careful evaluation 
of the implications for external viability of the 
changed external environment. and the appropriate 
adjustment/financing mix will have to be determined 
in the particular circumstances of each country. 

l n  some of the major oil exporting countries. the 
rise in export revenue will be reflected predomi
nantly in a substantial accumulation of external 
asseb. In the net debtor fuel exporting developing 
countries. part of the rise in export revenue will be 
absorbed by higher interest payments abroad, but 
in most cases there will be a net favorable impact 
on the current account. lt will be important to 
ensure that this improvement serves to ameliorate 
the countries· official reserve position and, where 
applicable. to reduce external indebtedness and 
arrears and to increase productive investment. In 
several oil exporting countries. the opportunity 
provided by the improved economic situation should 
be used to allow domestic oil prices to reflect more 
closely world market conditions. 

6 J  
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This chapter reviews the medium-term outlook 
for the net debtor developing countries and discusses 
a number of issues related to the revival of growth 
and the restoration of debt-servicing capacity in the 
countries that have repeatedly encountered debt
servicing difficulties. Below, the staff presents its 
medium-term baseline projection: it is little changed 
from the May 1990 World Economic Outlook and 
shows a significant improvement in growth, infla
tion, and debt ratios in the medium term. ln the 
following section. an alternative scenario is con
structed on the basis of more pessimistic assump
tions about domestic policies: it indicates a signifi
cant worsening in the outlook for the developing 
countries if projected improvements in the domestic 
policies of countries with adjustment programs do 
not fully materialize. The chapter then addresses 
the importance of fiscal adjustment for stabilization. 
and the link between structural reforms and eco
nomic growth in developing countries. Turning to 
the external environment, the staff emphasizes an 
issue of current concern. namely the crucial impor
tance of a successful outcome to the Uruguay Round 
for developing countries in terms of improved access 
to industrial country markets. Finally. the chapter 
discusses recent progress in the debt strategy, high
lighting the i mpor1ance of domestic stabilization 
policies. particularly measures to reduce fiscal def
icits, and the role of debt restructuring. 

Medium-Term Outlook 

The staff's medium-term projections are, by con
vention. based on the assumption of unchanged 
policies, with two important exceptions. Policy 
measures that have already been announced and 
appear certain to gain approval, as well as policy 
changes that have been or are expected to be 
included in a Fund- or Bank-supported adjustment 
program. are also taken into account. Partly in view 
of these assumptions, the medium-term baseline 
projection for the developing countries as a group 
involves a substantial tightening of fiscal and mon
etary policies compared with recent experience. For 
example, monetary growth rates in countries with 
recent debt-servicing difficulties are projected to 
decline from the exceptionally high average rate of 
281 percent in 1 989 to an average of about 1 5  percent 
between 1992 and 1 995. Fiscal deficits are projected 
to be stable or to decline in most of the major 
developing countries, with several countries ex
pected to run a fiscal surplus in 1 992-95. Planned 
improvements in structural policies. leading to an 
increase in efficiency, are also incorporated in the 
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projections. Achievement of these policy objectives 
would in some cases require considerable and sus
tained adjustment efforts and there is a danger that 
the medium-term projections may therefore be too 
optimistic. The sensitivity of the medium-term pro
jections to the policy assumptions is examined i n  
the next section. 

The global economic environment is expected to 
be slightly more favorable over the medium term 
for developing countries than in 1990-9 1 .  As indi
cated in Chapte r l l ,  real GDPgrowth in the industrial 
countries is projected to increase slightly from 
21f2 percent in 1991 to an average of3 percent between 
1992 and 1995. This would be accompanied by world 
trade growth of about 6 percent. somewhat below the 
exceptionally rapid growth rates of recent years. A 
positive outcome to the Uruguay Round could increase 
this significantly, as discussed later in the chapter; 
conversely, a failure could have adverse repercussions 
for the expansion of world trade. The terms of trade 
for developing countrie are projected to improve 
slightly from 1992 on. The oil price is assumed to fall 
to $21 a barrel by the end of 1991 and then to remain 
constant in real terms for the rest of the projection 
period. Interest rates would decline a little from current 
levels. with the six-month dollar LIBOR assumed to 
be 8 percent between 1992 and 1995. 

The availability of external financing plays an im
portant role in the projections for developing countries. 
Over the medium term. on the assumption that net 
debtor countries gradually regain creditworthiness, 
some slight recovery in lending by commercial banks 
is projected, but flows of new finance would remain 
substantially below the figures registered in the late 
1970s and early 1980s.71 ln  the next few years. debt 
and debt-service reduction operations will begin to 
make an impact on the debt-service burden for some 
debtors. and this has been taken into account in cases 
where agreement has been reached or seems likely. 
However. the projections also assume that there will 
be substantial continued involvement of official cred
itors, particularly, but not exclusively. vis-a-vis the 
poorest debtors. and many countries will continue to 
face tight constraints with respect to the availability 
of external financing. 

Details of the stafrs medium-term baseline projec
tion are provided in Tables A51-A53 of the Statistical 
Appendix and summarized in Table 14. Growth in net 
debtor developing countries as a group is projected to 
rise to 5 percent in the medium term. with most of the 
increase assumed to occur in countries that have 

71 The figures for net bank credit in Table 1 4  �how more 
pronounced changes because they include the impact of debt
reduction operations as well as net lending. 
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Medium-Term Outlook 

Table 14.  Net Debtor Developing Countries: Indicators of Economic Performance, 1974-95 

Net debtor countries. total 

Real GDP 
Investment ratio 
Export volume 
Import volume 
Terms of trade 
Consumer prices 

Trade balance 
Current account balance 
Total net external credit 

Memorandum items: 
Net official credit' 
Net bank credit' 

Total external debt' 
Debt-service payments 

Of which: interest payments 

Countries with recent debt-servicing difficulties 

Real GDP 
Investment ratio 
Export volume 
Import volume 
Terms of trade 
Consumer prices 

Trade balance 
Current account balance 
Total net external credit 

Memorandum items: 
Net official credit' 
Net bank credi t' 

Total external debt' 
Debt-service payments 

or which: interest payments 

Countries without debt-servicing difficulties 

Real GDP 
Investment ratio 
Export volume 
Import volume 
Terms of trade 
Consumer price� 

Trade balance 
Current account balance 
Total net external credit 

Memomndum items: 
Net official credit! 
Net bank credit' 

Total external debt' 
Debt-service payment� 

Of which: interest payments 

1 Excluding China. 

1974-82' 1983-89 1990-9 1 

4. 1 
25.8 

1.7 
5.3 
2.3 

27.8 

-27.1 
-49.2 

61.9 

16.0 

166.8 
18.5 
8.2 

1974-82 

3.5 
26.0 

-0.9 
3.8 
3.2 

34.7 

-6.8 
-34.4 

42.7 

9.8 

221.8 
23.1 

9.8 

1974-821 

5.2 
25.4 
5.6 
7.0 
0.7 

15.8 

-20.4 
- 14.7 

19.0 

6.1 

107.5 
12.5 
6. 1  

(Annual chant?/'.� in pen·em or perre111 of GDPJ 

4.0 
23.5 

7.5 
3.7 

- I.S 
57.3 

3.0 
24.0 

5 . 1  
4.4 

- 1.3 
62. 1  

(Annual tll'erages. in billions of U.S. dollars) 

3.4 - 1.3 
-34.0 -33.7 

42.9 58.5 

29.1 40.9 
6.0 - 1 1 .3 

(As pl'rcellt of exports of �toods and services, period cn•era}leS) 

152.5 
23.6 
12.6 

1983-89 

139.4 
19.3 
9.3 

1990-9 1 

(Annual rhcmfw� in pP ram or perce111 of GDP) 

1.9 
19.2 
3.5 

-2.8 
- 3 . 1  
108.1 

1.3 
20.4 

0.9 
2.:! 

- 1 .5 
125.2 

(An11ua/ w•erages. i11 billions of U.S. dollars) 

26.1 24. 1  
-20.5 - 20.9 

21 .5  27.9 

2 1 . 4  
-0.3 

30.3 
- 18.:! 

(As percent ofexpons of�toods mu/ ser•·ice�. period a•·era�te.>) 

251.6 
31.7 
19.3 

1983--89 

230.9 
30.0 
16. 1  

1990-9 1 

(An11ua/ changes in perce/1{ or percent of GDP) 

6.7 
28.5 
10.8 
8.4 

- 0.8 
10.9 

4.9 
27.8 

7.7 
5.6 

- 1 .4 
1 1 .0 

(Anmu.tl tll'erage�. in billio11.1 of U.S. dollar�) 

-22.6 - 25.3 
- 13.5 - 12.8 

2 1 . 4  30.6 

7.6 
6.3 

10.7 
6.9 

(As percent of exports of l!t)()ds and Jerl'in'S. period m·eragt•.n 
92.3 
17.4 
7.4 

87.3 
13.2 
5.5 

1992-95 

5. 1 
26.0 

7.0 
7.1  
0.4 
9.5 

4.3 
- 3 1 . 5  

54.7 

33.2 
3.5 

1 1  1 . 1  
15.3 
7.7 

1992-95 

5.0 
23.8 

5.9 
6.0 

-0.1  
1 1 .6 

27.1 
-26.9 

24.9 

2 1 .4 
-3.7 

181 .0 
22.0 
12.9 

1992-95 

5.2 
28.0 

7.6 
7.6 
0.6 
7.5 

-22.8 
- 4.5 
29.9 

1 1 .8 
7.3 

73.3 
1 1 .5 
4.7 

! Estimate of long-term borrowing from official creditor�. See footnotes to Table A40 in the Statistical Appendix for further explanation. 
' Estimate of net lending from commercial banks. including impact of debt reductions. See footnotes to Table A40 in the Statistical Appendix 

for further explanation. 
'End of period, excluding IMF credit. 
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experienced recent debt-servicing difficulties. Invest
ment ratios in the:.e countrie:. are projected to rise by 
nearly 5 percentage points from 1990 to 1995 and the 
efficiency of investment i:-. also projected to increase. 
reAecting, in part, the assumption of improved policies 
in countries implementing Fund- or Bank-supported 
adjustment programs. Consumer price inAation is pro· 
jected to decline gradually after 1992. reaching an 
average of 10 percent in 1995 in countries with debt
servicing difficulties and 7 percent in other net debtor 
countries. although again this would require consid
erable efforis and steadiness in policy implementation 
in some countries that have experienced high inflation 
for many years. 

The strongest growth performance in the first half 
of the 1990s is once again projected for the Asian 
developing countries. led by continued <;trong export 
growth. The developing countries of the Western 
Hemisphere are projected to match the growth of the 
Asian economies after 1 992. although their export 
growth would not be as rapid. Growth in the group of 
net debtor countrie::. in the Middle East (which includes 
Iraq) could also reach 5Y1 percent in the 1992-95 
period. on the assumption that oil production returns 
to normal patterns. A substantial recovery is also 
projected for the developing countries of Europe. 
reflecting in part efficiency gains resulting from market
oriented reforms in  Eastern Europe. Medium-term 
projections of output growth for Africa have been 
revised slightly upward since the May 1990 World 
Economic Outlook, but per capita income growth 
would still be very weak. 

The current account deficit of the net debtor deve
loping countries is projected to narrow from around 
$34 billion a year in 1990-91 to $3 1 Yz billion in 1992-
95, representing about 23!� percent of the total value 
of exports of goods and �crvices. Inflows of foreign 
direct investment are projected to rise by $2 billion a 
year over the same period. and reserve accumulation 
is projected to fall by $5 billion annually. Changes in 
other non-debt-creating flows. asset transactions. and 
errors and omis ions largely offset each other so that 
average net external borrowing is projected to decline 
by about $9 billion between 1990-91 and 1992-95. 
Much of the decline is accounted for by a projected 
turnarounJ in net credit from the Fund as the expected 
profile of purchases and repurchases shifts to repay
ments falling due under existing programs. Net external 
borrowing from other creditors (including official lend
ers and commercial banks) is projected to fall by about 
$4 billion a year between 1990-91 and 1992-95. but 
borrowing would be higher on average than in 
1983-89. 

The pattern of balance of paymenb transactions 
differs for countries with anti without debt-servicing 
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Chart 24. Net Debtor Developing C()untries: Ratio of 
Debt to Exports 

f l  n perccnll 

350 

300 

250 

200 

150 

50 
Pmjtcllnm 

Q Ll9-8..,..0 -8-1 -,8,..,-2___,..8.,....1 -8-4---,-85.,..-�""'·6-87.,..-8_,.8...,..,...89-:--90.,.-.,.-91-.9.,.-1-9:-:-:3-.Q.I-9�5 

difficulties. Countries i n  the former group would con
tinue to run a higher deficit relative to exports of goods 
and services and their aggregate deficit would '>how a 
substantial increase between 1991 and 1995. Countries 
in the latter group have easier access to external 
finance but generally less need to borrow as their 
current account deficit is projected to decline. How
ever. there is a significant change in  the medium-term 
external financing position of countries without recent 
debt-servicing difficulties. A few of these countries are 
now expected to experience more rapid growth of 
domestic demand, with higher inftation. slower export 
growth. and some increase in outward private capital 
Rows. Partly as a result. and partly Jue to the impact 
of higher oil prices, borrowing from both commercial 
banks and official creditors by thi!) group of countric!) 
is expected to increase !)Omewhat compared with 
recent experience. Additional borrowing by the!-.e 
countries would account for much of the increase 
projected to occur bet we en the 1983-89 and 1992-95 
periods in total net external credit extended to deve
loping countries. Thi::. would add to the pressure on 
world savings. which has already increa�ed a-. a result 
of developments in Eastern Europe and Germany. 

External debt and debH.ervice ratio� for net debtor 
developing countries are projected to decline �ignifi
cantly over the medium term as a result oft he continued 
expansion of exports. relatively little change in net 
borrowing. and the projected impact of debt-reduction 
operations (Chart 24). Between 1989 and 1995. the 
debt-export ratio for countries that have experienced 
debhervicing difficulties would fall by ahout 70 per
centage point� to 1 8 1  percent, the lowest level since 
before the onset of the debt crisi� in 1982. Ho�ever. 
there would still be a wide dispersion in debt ratio�. 
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with almo�t one third of all net debtor countries 
(mainly, although not exclusively. in Africa) still hav
ing a debt-export ratio in excess of 300 percent in 
1995. Average debt-service ratios are also projected 
to decline significantly, but they would still be nearly 
twice as high in countrie<> with debt-servicing difficul
tie-. as in other net debtor countries. In Africa and the 
Western Hemisphere. debt-'>ervice payments would 
continue to absorb almo\t one fourth of all earnings 
from e\ports of goods and service'>. Therefore. despite 
the effects of general trade e.\pan ... ion and debt-reduc
tion operations in reducing debt burdens. much remain-; 
to be done to ensure a sustainable balance of payments 
position in all net debtor countries. 

The medium-term projections are. as usual. subject 
to a number of risks. The future course of world 
interest rates. the availability and distribution of sav
ings. the stability of exchange rates. and the growth 
of world economic activity and trade will all have a 
profound influence on developing countries· economic 
prospects. Most important at this juncture. a sustained 
rbe in oil prices would al<;o have implications for the 
future pattern of current account flows and growth 
rates of developing countries. Aside from the external 
environment. considerable risks to the medium-term 
projections also arise from uncertainties about the 
orientation of domestic economic policies in some 
developing countries. 

A Scenario Based on Alternative 
Policy Assumptions 

While a number of developing countries have 
made substantial progress with macroeconomic sta
bilization and structural reform in recent years, 
slippages in the implementation of adjustment mea
sures have been widespread. As a result, in the past 
several years. medium-term projections in the World 
Economic Outlook have tended to overestimate 
growth and. in particular. to underestimate inflation 
in the developing countries."' This section therefore 
reviews the policy assumptions underlying the 
medium-term projections ami consider a scenario 
that allows for less-than-full program implementation. 

The role of policy improvements in the marked 
recovery of growth projected in the medium-term 
baseline can be illustratcu u�ing a simple growth
accounting framework that decomposes growth of 
potential G DP into the contributions of factor inputs 
and total factor productivity. In  thi'i framework. the 
<,tructural reforms initiated in many developing 
countrie\ to enhance economic efficiency should be 
reflected in a larger contribution of total factor 
productivity to growth. Also, after several years of 
weak investment activity. successful macroeco-

Altcrnati\ e Sccnano 

nomic stabilization can be expected to re'>ult in 
higher saving and inve'>tment ratios. and thu'> a 
larger contribution of capital to output growth. The 
results obtained from the decomposition of potential 
GDP growth in the net debtor countries during 1975-
89 and 1992-95 arc illustrated in Table 1 5 ."' In view 
of severe data constraints. these results should be 
interpreted as broad ordero, of magnitude. 

In order to asse'i� the contribution of policy 
improvements to the projected strengthening of 
output growth over the medium term. it is in�tructivc 
to review the ourccs of growth in the developing 
countries in recent years. Jn the years prior to the 
debt crisis, most developing countries were able to 
sustain strong investment activity. in part financed 
by foreign capital inflows. In the countries that 
avoided debt-servicing difficulties. the rapid expan
sion in the capital stock wa� accompanied by :.ig
nificant increases in total factor productivity. \\hich 
accounted for more than one fourth of the growth 
of potential GDP in that period. However, the 
economies of the countrie-. that later encountered 
debt-servicing problems appear to have been far 
less efficient. l n  these countries. capital formation 
alone accounted for more than three fourths of 
potential GDP growth in 1975-82. but the contri
bution of total factor productivity was negative. 
After the onset of the debt crbis. investment fell 
sharply in these countric\ while the contribution of 
total factor productivity remained negative. By con
trast. in lhe countries that avoided debt-servicing 

" See World Economic OurlooJ... M a> 1990. Chapter I V .  for 
a discussion of en·or� in �hort-term 1nflation foreca�h. 

71 Potential GDP is approximated hy a five-year centercd 
moving average of actual real GDP. Thb reduce:. the impact of 
cyclical fluctuations. although 11 may he distorted by prolonged 
period� of underutilization of C<Jpacit). The c<Jpital 'tod j, 
approximated by cumulmcd net fhcd mve'>lment at con,tant 
price�. '' llh the initial 'tocJ.. dcnvcd a' a multiple of real GDP 
rhe labor force i!. apprOXImated b� population. a"uming con
'>l<lnt p<�rticipation rate\. The contnbution� of capital and labor 
to growth of potential output :1rc denved b) mulllpl} mg th.:1r 
rc�pective gro,qh rate\ b) their mcomc .,hare.,. "hich arc 
a\\umed to be 0.4 and 0.6. re,pecti,el}. T'otal factor productivity 
" calculated as a re!>idual. The a"umed mcome 'h<Jre' of C<lpllal 
and labor are broadlv in line '' ith the c\limate., contained in 
Hollis Chenery. Shcrman Robin,on. and Mo\he Syrq111n. ln
du.l'triali:.arion and Cirowrlt: A Compomril·e Stut/.1• IOxforu 
Univer�ity Pres�. 1986). DaH1 c:on�traint., prevent the c.,timation 
of income �hares for all developing countrieo;, covered m the 
World l:.'conomic Ourlm>l.. Available .:'llmate' for md1v1dual 
countrie'> sugge!.t that im:ome 'hare' tlifTer among countric.,. 
but there appears to be no clear pallern across reg1on' While 
the a .. ,umption of equ;J) income 'hare., for all dcvelopmg 
countrie'> b arbitrary. \ariatwn, of mcome -.hare' " 11hin a 
rt:a!>Onable range do not alter the broad conclu'>IOn' of the 
analy'i'. The re�ult\ in !'able 15 differ ... ome'' hat from tho'c 
reported in earlier i:..,ue:.. of the World l:nmnmic Ourlot�J.. hcc 
World Economic Outlool.. April 191!1!. pp. 3�3:!: and World 
Hnmomic Outlook. October 1989. pp. 4ll-5()). O\\ 1ng to data 
revi,ion!> and ce11ain change., 10 methodology. 
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difficulties, investment ratios were maintained and 
the growth of potential output accelerated markedly, 
with total factor productivity accounting for more 
than one third of the growth in productive capacity 
during 1 983-89. 

On the basis of the policy assumptions underlying 
the staff's medium-term baseline projections. growth 
of potential output in countries with recent debt
servicing problems is expected to strengthen signif
icantly in 1992-95. A recovery of investment is 
expected to contribute to this improvement. but 
partly because of continuing foreign financing con
straints, the average contribution of capital forma
tion to growth of potential GDP would remain 
smaller than before the debt crisis. The projected 
strengthening of investment is concentrated mainly 
in the developing countries in the Western Hemi
sphere and, to a lesser extent, in Africa; in the 
developing countries in Europe and in the Middle 
East, the contribution of capital formation to growth 
is expected to remain broadly unchanged. A recov
ery of growth in many developing countries depends 
to an even greater extent on improvements in 
efficiency reflected in the development of total factor 
productivity. For the countries with recent debt
servicing difficulties, the baseline projections as
sume a marked turnaround in total factor produc
tivity from an average negative contribution of about 
'12 of I percent to the growth of potential GDP during 
1983-89 to a positive contribution of I Y2 percent in 
1992-95. Significant productivity gains are projected 
in all regions, except Asia and the Middle East. In 
Asia, the growth rates of potential GDP and total 
factor productivity are expected to slow after several 
years of very rapid expansion. 

The considerable strengthening of investment and 
the efficiency gains implicit in the baseline projections 
require substantial progress in macroeconomic stabi
lization and structural reform in many countries with 
recent debt-servicing problems. In particular, the pro
jected recovery of investment in the Western Hemi
sphere is unlikely to materialize if policy slippages 
prevent the rapid reduction of inflation and the large 
improvement in fiscal positions assumed in the base
line. The successful implementation of structural re
forms-which itself requires a stable macroeconomic 
environment-is also essential to achieve the projected 
increase in total factor productivity in most developing 
regions, particularly in Africa and in the Western 
Hemisphere. 

The medium-term outlook for the debtor countries 
clearly would be much less favorable if the adjustment 
measures assumed in the baseline projections were 
not fuJiy implemented. The alternative medium-term 
scenario in Table I 5 is based on the assumption that, 
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Table 15. Net Debtor Developing Countries: 
Contributions to Growth of Potential GDP 

(In percent a year) 

Growth of _____ c_
on_

t
_

r i
_

h
_

u
_
t io
_

n __ or __ __ 
Potential Total Factor 

GDP Capital Labor Productivity 

Net debtor countries 
1975-82 
1983-89 

1992-95 
Baseline 
Alternative scenario 

By region 
Africa 

1975-82 

1983-89 

1992-95 
Baseline 
Alternative scenario 

Asia 
1975-82 

1983-89 

1992-95 
Baseline 
Alternative scenario 

Europe 
1975-82 
1983-89 

1992-95 
Baseline 
Alternative scenario 

Middle East 
1975-82 

1983-89 

1992-95 

Baseline 
Alternative scenario 

Western Hemisphere 
1975-82 

1983-89 

1992-95 

4.3 
4.0 

4.8 
4.2 

2.5 
2.1  

3.8 
3.0 

6.0 
7 . 1  

5.4 
5.3 

3.7 
2 . 1  

3. 1  

2.5 

4.3 
3.!! 

3.4 

3.4 

3.8 
2 .0 

Baseline 5.0 

Alternative scenario 3.7 

By analytical criteria 
Countries with recent debt

servicing problems 
1975-82 3.4 

1983-89 1.8 

1992-95 
Baseline 
Alternative scenario 

Countries without recent 
debt-servicing problems 
1975-82 
1983-89 

1992-95 

Ba�eline 
Alternative scenario 

4.5 
3.2 

5.6 

6.5 

5.2 
5. 1  

2 8 
1 .9 

2.2 
2.0 

2.9 
o.s 

1 . 2  

1.0 

2.8 
3.3 

2.8 
2.7 

2.7 

1.2 

1 . 1  

1 . 1  

3.0 
1 .3 

1.2 

1 . 2  

2.7 
1.2 

2.1 

1.7 

2.8 
1.0 

1 .1! 

1 .4 

2.8 
3.0 

2.6 
2.6 

1.4 

1 .2  

1 . 1  
1 . 1  

1.8 
1.7 

1.7 

1.7 

1 .2  

1 . 1  

1 .0 
1 .0 

0.7 
0.6 

0.5 
0.5 

1 . 3  
1.4 

1.5 
1 . 5  

1 . 6  
1 .3  

1.5 
1 .3  

1 .2  

1.2 

1.2 

1 . 1  

1 .0 
1.() 

0.1 
0.9 

1.5 
1 . 1  

-2.2 
-0.4 

0.9 
0.3 

2.0 

2.7 

1.6 
1.6 

0.3 
0.3 

1 .5  

0.9 

Ll 

0.7 
0.7 

-0.5 
-0.5 

1 . 7  

0.8 

-0.9 
-0.5 

1 .5  
0.6 

1.6 

2.4 

1.6 
1.5 

Note: All figures are averages of country data weighted by U.S. 
dollar GDPs. 
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in those countries where the medium-term baseline 
projections presuppose adjustment measures. planned 
stabilization policies and structural reforms will not 
be implemented in full. Specifically, it is assumed that 
in countries with adjustment programs. only half of 
the increase in the contribution of capital and total 
factor productivity to growth projected for 1 992-95, 
compared with 1983-89, will be realized. 

Under the policy assumptions of the alternative 
scenario, growth of potential GDP in 1992-95 i n  the 
group of countries with recent debt-servicing difficul
ties would fall short of the baseline projections by 
more than I percentage point. The shortfall would be 
particularly pronounced in the developing countries in 
the Western Hemisphere and, to a lesser extent, in 
Africa and in the developing countries in Europe. In 
Africa. the assumed partial failure of adjustment pol
icies would be sufficient to erode the modest gains in 
per capita GDP implicit in the baseline projections. 
The medium-term outlook for the group of countries 
without recent debt-servicing difficulties remains un
affected by the modified policy assumption because 
this group includes only a few, small countries where 
the baseline projections assume the implementation of 
comprehensive adjustment programs. 

Although the alternative scenario would imply a 
considerably more moderate recovery of growth over 
the medium term in countries with adjustment pro
grams, it would still involve a marked increase, com
pared with 1983-89, in the average contribution to 
growth of both capital and total factor productivity. 
This improved economic performance therefore also 
presupposes considerable progress in macroeconomic 
stabilization and structural reform. 

Fiscal Adjustment and Macroeconomic 
Stabilization 

The experience of the indebted countries during 
the 1980s illustrates the importance of a stable 
macroeconomic environment for sustained growth. 
A's noted above, countries that have avoided debt
servicing difficulties have generally pursued more 
cautious financial policies than countries with debt
servicing problems. This difference i n  policy stance 
dates back to the years prior to the debt crisis and 
probably played a critical role in the debt-servicing 
problems subsequently encountered by many debtor 
countries. I n  1 98 1 .  central government deficits as a 
percent of GDP averaged 7 percent and money 
growth averaged 48 percent in the countries that 
experienced debt-servicing difficulties, while the 
average fiscal deficit amounted to 3 Y2 percent of 
GDP. and broad money grew at an average rate of 

Fiscal Adjustment and Macroeconomic Stabilization 

24Y2 percent in the countries that avoided such 
difficulties. 

The reduced availability of foreign financing after 
the onset of the debt crisis forced most countries facing 
debt-servicing difficulties to tighten fiscal policy. but 
the reductions in fiscal imbalances were generally not 
sufficient to avoid increased monetization of govern
ment deficits. Moreover. the initial improvement in 
fiscal conditions was not aJways sustained. Fiscal 
deficits in countries with debt-servicing difficulties 
began to widen again in the mid-1 980s and reached an 
average of 1 1  Y4 percent ofGDP in 1989. while monetary 
expansion accelerated to an average annual rate of 
281 percent. In contrast. the developing countries that 
were able to avoid debt-servicing difficulties succeeded 
in containing fiscal imbalances and monetary expansion 
during the 1980s. 

Unsustainable fiscal positions contributed to the 
marked widening of macroeconomic imbalances and 
the sharp acceleration of inflation in many countries 
with debt-servicing difficulties during the 1980s.74 For 
the most part, the renewed deterioration of fiscal 
balances in these countries in the latter half of the 
1980s reflected the lack of a sustained effort to con
solidate public sector finances. even though unfavor
able external developments-such as the decline in 
prices for primary commodities. notably oil-contrib
uted to widening fiscal imbalances. Moreover, fiscal 
management was complicated by the large debt-service 
burden itself, owing in part to the increase in the public 
sector's responsibility for servicing external debt. and 
by the impact of accelerating inflation on revenues and 
expenditures. 

In the initial adjustment phase that followed the 
onset of the debt crisis. improvements in fiscal balances 
were, in large part, achieved by cutting public invest
ment expenditure. Although inefficiencies were wide
spread and not all of the investment in previous years 
had enhanced productive capacity. the cuts in invest
ment may have weakened the basis for future growth. 
Moreover, it soon became evident in many countries 
that selective expenditure cuts and revenue measures 
would not be sufficient to achieve a viable fiscal 
position over the medium term. 

The experience with fiscal adjustment in many de
veloping countries during the 1980s has shown that a 
sustained improvement in fiscal positions generally 
requires a comprehensive effort to address deep-seated 
structural weaknesses in public sector finances. On 
the revenue side, reforms in the tax system that 
broaden the revenue base and minimize distortions, 
and improvements in tax administration that reduce 

7" See World Economic Outlook. May t990. for a discussion 
of inflation in the developing countries. 
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tax evasion, arc needed. On the expenditure side, 
systems of expenditure control need to be improved. 
subsidies to enterprises and households need to be 
reduced or eliminated. and public sector employment 
needs to be streamlined. In the public enterprise sector, 
restructuring or privatization is generally required to 
reduce transfers and improve economic efficiency. 

Several debtor countries. such as Chile. Ghana. 
Mexico. and Nigeria. have made considerable progress 
in some of these areas. As a result. fiscal balances in 
these countries have improved significantly and there 
is increasing confidence in the authorities' commitment 
to sustained fiscal consolidation. ln many other coun
tries. however, the record of fiscal adjustment has 
been patchy and policy slippages have been frequent. 
While a number of these countries have recently 
strengthened adjustment measures. the stabilization of 
macroeconomic condirions will depend critically on a 
sustained and comprehensive effort 10 consolidate 
public sector finances. 

Structural Reform and Growth 

In many developing countries, the functioning of 
markets is severely hampered and relative prices 
are highly disrorted as a result of exchange. trade. 
price and interest rate controls, direct government 
intervention in key sectors such as agriculture, and 
distortionary lax and subsidy systems. These ri
giditie and distortions limit growth through disin
centives 10 saving and investment and through an 
inefficient allocation of resources that reduces the 
output gains that can be obtained from a given 
increase in factor inputs. Structural reforms that 
reduce market imperfections and bring relative prices 
more i n  line with relative scarcities can therefore 
have a significant impact on potential output and 
growth. This section examines the implications of 
rigidities and distortions for economic growth. and 
the experience with structural reform in three areas 
that have been the focus of structural policies in a 
large number of developing countries in recent 
years: exchange and trade systems. agricultural 
pricing and marketing. and financial intermediation. 

Liberalization of Exchange 
and Trade Systems 

Exchange and trade restrictions-such as multiple 
exchange rates, import licenses and quotas, highly 
protective tariffs. and export taxes-severely distort 
the relationship between international and domestic 
prices and limit trade flows in a large number of 
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developing countries. The costs of rhcse policie�. 
which generally imply strong protection for domestic 
enterprises and a severe anti-export bias. are well 
known but difficult to quantify. Trade restrictions 
entail direct costs in terms of forgone consumption 
and production because they prevent efficient re
source allocation based on a country's comparative 
advantage. They also involve indirect efficiency 
costs because they encourage unproductive rent
seeking activities, prevent the exploitation of 
economies of scale. and limit exposure to foreign 
competition. thus fostering inefficiencies and mo
nopolistic structures in the protected sectors. While 
estimates of the direct static costs of inefficient 
resource allocation arc often low. estimates of the 
costs of trade restrictions that take account of 
indirect efficiency costs are in the neighborhood of 
5 percent of GDP or more for countries such as 
Turkey and the Philippines.7� More recently. it has 
been argued that the costs of protection are likely 
to be even higher since countries with highly re
strictive and inward-looking trade system!) forego 
the gains from technology transfer that would be 
associated with a fuller integration into the inter
national economy. 

WhiJe the precise costs of trade and exchange 
restrictions are difficult to gauge. there is consid
erable empirical evidence suggesting that outward
oriented trade policies have significant positive ef
fects on growth.76 Outward orientation is usually 
defined as a trade regime that doe!) not entail a bias 
against exports and maintains. on average. equality 
between the · ·effective" exchange rates (that is,  
exchange rates adjusted for tariffs, surcharges. and 
premia associated with quantitative restrictions) that 
apply to exports and imports. Small deviations from 
this benchmark can be viewed as compatible with 
moderate outward orientation while larger devia
tions, implying varying degrees of bias in favor of 
production for the domestic market. arc generally 
identified with inward orientation.77 

Table 16 compares the growth performance of a 
sample of 4 1  developing countries cla!)sified by trade 
orientation on the basis of the growth-accounting 

" These estimates are based on computable general equilib
rium models. See Oli Havrylyshyn. "Trade Policy and Produc
tivity Gains in Developing Countries: A Surve� of the Litera
ture . .. The World Bank Research Oh.1en•er. Vol. 5. No. I .  
(Washington: World Bank. 1990). pp. 1-24. 

7• For a summ"ry of finding:. on this point. sec Seba�tian 
Edwards. "Openness, Outward Orientation. Trade Liberaliza
iion. and Economic Performance in Developmg Countrie� ... 

World Bank. PPR Working Paper No. 191 (Wa�hington: World 
Bank. International Economics Department. June 1989). 

''For detailed definitions. sec World Bank. World Del'e/op
ment Report /987. 
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Table 16. Trade Orientation and Growth 

( I n  percent a year) 

Growth Contribution of 

of Total 
Potential Factor 

GDP Capital Labor Productivity 

Strong!} out'-'anl-
oriented countries 

1975-82 8.4 4.6 1 . 1  2.7 
1983-89 7.7 3.3 0.7 3.7 

Moderately outward· 
orienteu countrie� 

1975-82 4.6 1.!\ 1 .3  0.5 
1983-89 4 . 1  1 .7  1.2 1.2 

Moderately inward-
oriented countries 

1975-82 4.0 2.6 1 .5  -0. 1 
1983-89 1.7 1 .4 1 . 5  -0.2 

Strongly inward-
oriented countries 

1975-82 :u 1.6 1 .6 - 0.9 
1983-89 2.2 0.7 1.6 -0.1  

Note: All figures are unweighted average,. The cla,sification of 
countries by trade orientation is based on World Bank. World 
De•·e/opmcnl Reporl 1987. 

framework described earlier. 7x The results broadly 
agree with previous analyses of the relationship 
between trade orientation and growth. During 1 975-
89, the outward-oriented countries achieved. on 
average, significantly higher growth rates of poten
tial GDP and of total factor productivity than the 
inward-oriented countries. In the strongly outward
oriented countries, total factor productivity ac
counted for one third of potential GDP growth in 
1975-82 and for about one half in 1983-89; by 
contrast. its contribution was. on average, negative 
in the inward-oriented countries.79 

While there i s  Little disagreement that outward
oriented trade regimes support growth, views differ 
on the precise policy implications that should be 
drawn from the empirical evidence. It has been 
argued that complete trade liberalization is not a 
necessary condition for out ward orientation. and 
that several outward-oriented countries maintain 

·· The classification of countries by trade orientation i� based 
on World Bank. World f)He/opmenl Report 1987. pp. 82-83. 
The classification system is based on the following criteria: 
effective rate of protection. use of direct quantity controls such 
as quotas or licensing. U!>e of export incentives. and degree of 
exchange rate overvaluation. 

"' The�e differencel. in growth perl·ormance are not exclusively 
due to trade olientation. a!> outward-oriented economic� also 
tend to have fewer restrictions and distortions in other areas 
than inward-oriented economies. 
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numerous forms of intervention in their trade and 
exchange systems. While it i:, true. in theory. that 
a broadly neutral system of incentives can be achieved 
by balancing restrictions on imports that favor 
production for the domestic market with incentives 
for exports, such balancing is difficult in practice 
and is likely to entail significant costs. Since the 
required export incentives, and hence their bud
getary costs. are positively related to the degree of 
import restriction. highly restrictive trade and ex
change regimes are generally characterized by a 
strong anti-export bias. While out ward-oriented 
countries have not always pursued trade and ex
change policies that amount to complete .. laisscz
faire." they have generally avoided pervasive quan
titative restrictions. high and strongly differentiated 
effective rates of protection. and persistent! y over
valued exchange rates. 

A number of traditionally inward-oriented deve
loping countrie� such as Ghana. Madagascar. Mex
ico. and Senegal have recognized the importance of 
a more open trading environment for efficient re
source allocation and growth and have substantially 
liberalized their trade and exchange systems in 
recent years. Trade liberalization has also figured 
prominently in the adjustment programs of many 
other developing countries. including Jamaica. Ni
geria, Pakistan, and Sri Lanka. Reforms of trade 
and exchange systems have typically included the 
establishment of a more market-oriented system of 
exchange rate determination. the reduction and 
eventual elimination of quantitative import controls. 
simplification or elimination of licensing require
ments. reduction and simplification of tariffs. re
duction of the dispersion of tariff rates. easing of 
export restrict ions. and measures to enhance com
petition in export marketing. The experience with 
these reforms has shown that although the gains are 
not always immediate and depend on the scope of 
the reform program. comprehensive liberalization 
of exchange and trade systems in countries such as 
Chile in the 1 970s and Turkey in the 1980s-and 
more recently Ghana. Madagascar. Mexico. and 
N igeria-has stimulated export activity and growth 
and has led to a marked diversification of exports. 

Structural Reform in Agriculture 

Because of its importance in terms of output. 
employment, and foreign exchange earnings. the 
agricultural sector has been a principal target of 
government intervention i n  many developing coun
tries, notably in sub-Saharan Africa. Such interven
tion ranges from explicit taxes on output and sub-
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sidies on inputs to direct government involvement 
in the marketing of major crops and the procurement 
of major inputs. Government action in this area has 
been motivated by a variety of objectives. including 
generation of fiscal revenue. stabilization of agri
cultural incomes. and income redistribution through 
implicit subsidization of basic consumer goods. As 
a result, the structure of incentives in the agricultural 
sector in many developing countries is highly 

distorted. 
While it is difficult to assess the net effect of 

these distortions. the evidence suggests that in most 
cases they have resulted in incentives biased against 
agricultural production, with effective rates of pro
tection for agriculture well below those for manu
facturing and heavy explicit or implicit taxation of 
agricultural output. I n  a significant number of de
veloping countries, domestic farmgate prices for 
major crops have frequently been less than 
50 percent of the corresponding border prices. 80 

Subsidization of agricultural inputs has somewhat 
mitigated the impact of heavy output taxation, but 
it has also led to an inefficient use of inputs and a 
distorted mix of outputs. Many developing countries 
adopted such policies on the presumption that the 
cost in terms of output forgone would be negligible 
because agricultural production was thought to be 
insensitive to price incentives. A number of studies. 
however. indicate that supply responses to changes 
in agricultural prices are stronger than previously 
believed. Evidence for the developing countries 
indicates that a 10 percent increase in real farmgate 
prices would raise aggregate agricultural output by 
3-9 percent in the long run.s' Supply responses at 
the lower end of the range are typically observed 
in low-income countries with limited infrastructures 
such as India and the countries in sub-Saharan 
Africa, while supply elasticities appear to be con
siderably higher in middle-income developing coun
tries such as Argentina. ln addition, there is con
siderable evidence that in many developing count1ies, 
strong growth in the agricultural sector is positively 
related to growth in the rest of the economy. These 
results suggest that incentive systems with a bias 
against agriculture are likely to involve significant 
costs in terms of forgone total output. 

Recognizing the cost of severe distortions in the 

""Sec World Bank. World Dew!lupment Report 1986. p. 65. 

�· Available estimates of agricultural supply responses are 
based on a variety of methods. including econometric time series 
and cross-section analyses and computable general equilibrium 
models. For a summary of results. sec Ajai Chhibber. "The 
Aggregate Supply Response: A Survey." in S. Commander 
(ed.). Stmctural Adjustment and Agriculture: Theory and Prac
tice in Africa and Latin America (London: Overseas Develop
ment Institute. 1989). 
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agricultural sector, many developing countries. par
ticularly in sub-Saharan Africa. have undertaken 
structural reforms in recent years to improve incen
tives for agricultural production. Measures have 
ranged from discretionary adjustments of producer 
prices to the liberalization of pricing and marketing 
arrangements, as, for example. in Malawi. Mali. 
Nigeria, and the Philippines. While in the early 
1 980s two thirds of the countries in sub-Saharan 
Africa had fixed prices and legal state monopolies 
for marketing major food crops. by the late 1980s, 

two thirds of the countries in the region had incen
tives based on market-determined prices. Some 
countries also have taken steps to reduce subsidie� 
on inputs. Although the results of these reforms 
have not always been as spectacular as those of the 
agricultural liberalization in China in the early 1980s 
and, more recently, in Yiet Nam, the measures have 
generally stimulated production in the agricultural 
sector and. indirectly, in other sectors as well. 

Financial Sector Reform 

Financial market imperfections are pervasive in 
many developing countries. and. to some extent, 
attributable to a weak institutional infrastructure. 
However. in the majority of countries. government 
intervention is a major source of rigidities and 
distortions. The most common forms of intervention 
in financial markets are interest rate controls and 
regulations influencing the size and allocation of 
bank credit. While composite measures of financial 
sector distortions are difficult to define. real interest 
rates are widely used as indicators of financial 
repression because interest rate controls frequently 
lead to negative real interest rates. On the basis of 
annual data for 1975-89. almost two thirds of the 
developing countries for which interest rate data 
are available had negative real interest rates in at 
least five years.s2 

Financial intermediaries play a critical role in 
mobilizing and allocating funds for investment. and 
there is considerable empirical evidence uggesting 
that financial sector distortions resulting in negative 
real interest rates are associated with relatively low 
average rates of economic growth.s3 Financial sector 

•: Real interest rates are derived by adjusting �hort-term 
nominal rates for actual (consumer price) inftation. 

"' See Jacques J .  Polak. "Financial Policies and Develop
ment. .. OECD Development Centre Studies CParis: Organianion 
for Economic Cooperation and Development. 1989). The result� 
discussed in this study suggest that the positive relationship 
between growth and real interest rates is not merely due to the 
impact on growth of high inflation. which is generally a��ociated 
with strongly negative real interest rates. 
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distortions can influence growth in three ways. First. 
they can affect the overall level of saving. Given 
that national saving and investment ratios are strongly 
correlated in the developing countries, distortions 
that discourage saving are likely to limit investment 
and hence growth.11� Second. financial sector distor
tions can affect the proportion of savings that is 
available for productive investment. Third. they can 
affect the allocation of savings among different 
investment projects and hence the efficiency of 
investment. The empirical evidence concerning the 
relationship between i nterest rates and saving sug
gests that increases in the real interest rate generally 
have a positive, but relatively small. impact on 
saving. However. this evidence should be inter
preted with caution. Saving data are very weak in 
many developing countries and the limited variabil
ity of interest rates that results from interest rate 
controls greatly complicates time series analysis. 
There is stronger evidence that negative real interest 
rates tend to discourage investment i n  domestic 
financial assets and encourage nonfinancial forms 
of saving as well as investment abroad. More im
portant, the financial sector distortions that are 
typically associated with negative real interest rates 
hamper the efficient allocation of available funds. 
thereby lowering the efficiency of investment.�<' 

A comparison of the growth performance of a 
subsample of 33 developing countries with different 
levels of real interest rates as indicators of financial 
repression confirms these results (Table 17). S6 Growth 
of potential GDP during 1975-89 was significantly 
faster in countries with positive real interest rates 
than in countries with negative real interest rates. 
Differences in the growth of total factor productivity 
were particularly large, suggesting that investment 
efficiency is negatively affected by financial repres
sion.87 

The evidence on the cost of financial sector 
distortions constitutes a strong argument in favor 

"" The strong correlation between nmional saving and invest
ment ratio� is documented in "The Role of National Saving in 
the World Economy: Recent Trends and Prospects:· I M F  
Occasional Paper 67 (Washington: International Monetary Fuml. 
March 1990). 

B$ Sec Alan H. Gelb. " Financtal Policies. Growth. and Effi
ciency." World Bank PPR Working Paper No. 202 (Washington: 
World B<tnk. International Economics Department. June 1989). 

However, extensive regulations concerning the allocation of 
bank credit per se do not �eem to have a negative impact on 
inve�tment efficiency unles� they reinforce distortions in other 
areas. 

$• For details of the methodology. see the previous �ection. 
The country classification is based on average annual real interest 
rates over the period 1974-85. See World Bank. World Devel
opment T<t•port /989. 

"7 1t is. of cour�e. possible that countrie� with positive real 
interest rates also had fewer distortions in o1her areas. 
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Table 17. FinanciaJ Repression and Growth 

(In pcrcen1 a year) 

Growth 
of Contribution of 

Potential Total Factor 
GDP Capital Labor Productivity 

Countries with 'po�ilivc 
rer�l intaest rates 

1975-!!2 
1983-89 

o. 1  
5.9 

Countrie� with moderately nega1ive 
real interest rate�' 

1975-8:?. 

1983-S9 
-I.-I 

:!.9 

Countrie� with �trongly negative 
real interest rates� 

1975-82 
1983-89 

:!.4 
1.6 

3.-1 
'!..7 

2.!! 

1.2 

�.:?. 
0.7 

1 . 2  
1.0 

1.6 

1 . 5  

1.5 

1.4 

1.5 

2.� 

0.2 

- 1 .3 
- 0.5 

Note: All figure� arc unweighted average�. Real interesl mte� are 
defined as nominal short-term rate� adjusted for actual average 
annual innation. The classification of counlrie� i' ha�ed on average 
annual real interes1 rates during 197�5. See World Bank. World 
Det•e/oplllt'nt Report 1989. 

' Real interest rate� in 1he range -5 to 0 percent. 
� Real intere�t rate� of lcs� than -5 percent. 

of structural reforms that allow market forces to 
play a greater role in financial intermediation. How
ever, the experience with financial sector liberali
zation in developing countries has been mixed. In  
Argentina. Chile. and Uruguay i n  the 1970s and in 
the Philippines and Turkey in the early 1980s. rapid 
liberalization under condition of macroeconomic 
instability and high inflation exacerbated macro
economic imbalances and contt·ibuted to financial 
crises. Lack of adequate banking regulation and 
supervision added to the difficulties. Also. financial 
liberalization in the presence of large distortions in 
other markets did not lead to a more efficient 
allocation of resources but rather contributed to 
reinforce these distortions. By contrast. countries 
such as Korea. Taiwan Province of China. and 
Tunisia, which proceeded more gradually with fi
nancial sector reforms, removed severe distortions 
in other sectors. and maintained a reasonable degree 
of macroeconomic stability. were able to avoid the 
disruptions experienced in other countries. In recent 
years, many other developing countries, including 
Ghana, Kenya. Madagascar, Mexico, and Nigeria. 
have allowed interest rates to reflect market con
ditions and have begun to reduce credit controls. 
Senegal and other countries in the West African 
Monetary Union have undertaken comprehensive 
financial sector reforms. In many instances. financial 
l iberalization required supporting measures to 
strengthen the institutional infrastructure of the 

7 1  
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financial sector. The empirical evidence on the 
effects of such reforms indicates that. although the 
impact on saving was generally small. the measures 
succeeded in channeling a larger proportion of 
savings through the domestic banking system toward 
productive investment, including savings that had 
previously been invested abroad.�s 

Lessons from the Experience with 
Structural Reforms 

Developing countries also have introduced struc
tural reforms in several other areas in recent years. 
notably i n  the public enterprise sector. government 
finances, and in pricing policies in key industrial 
sectors such as energy. Many of these reforms are 
still at an early stage and are primarily motivated 
by fiscal considerations. but they are likely to have 
implications for resource mobilization and alloca
tion. For example. measures that strengthen public 
sector finances and eliminate disincentives for pri
vate aving in the tax system help to i ncrease 
national saving. Reform or privatization of public 
sector enterprises could enhance efficiency and 
competition in the industrial sector. while pricing 
of key inputs on the basis of opportunity cost helps 
to improve resource allocation. 

The experience with structural reforms in the 
developing countries provides a number of impor
tant lessons. First. stable macroeconomic condi
tions. cautious financial policies, and a competitive 
real exchange rate have proven to be essential for 
sustainable structural reforms, particularly in the 
external and financial sectors. Second. when rigid
ities and distortions are pervasive. isolated measures 
in a few sectors are unlikely to yield significant 
benefits and may actually reinforce distortions in 
other areas. Third. although structural reform gen
erally requires a comprehensive approach. careful 
sequencing can play an important role: sequencing 
of reforms should take into account different speeds 
of adjustment i n  goods and financial markets and 
the limited administrative capacity of most deve
loping countries. Fourth. abandoning direct govern
ment controls and interventions in markets often 
requires the strengthening of indirect policy tools 
and other steps that ensure a smooth functioning of 
markets (for example, by removing monopolistic 
structures). In many developing countries that have 
undertaken structural reforms in recent years. these 
conditions were not always met and sl ippages oc-

•• The experience of such countries as Bangl<tdesh. The 
Gambia. and Senegal suggests that positive real interest rates 
encourage the transfer of remillances from abroad. 
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curred in numerous instances. Nonetheless. the 
benefits of sustained structural adjustment are evi
dent in a number of countries. for example. Ghana 
and Madagascar. 

After years of declining output and widening 
internal and external imbalances, Ghana and Mad
agascar embarked on comprehensive programs of 
macroeconomic stabilization and structural reform 
in the early 1980s. Initial measures focused on the 
reduction of macroeconomic imbalances but in
cluded a number of important structural reforms. 
such as the adjustment of agricultural producer 
prices, the establishment of a more market-oriented 
exchange rate. and a reduction of price controls. Jn  
subsequent years, stabilization efforts continued 
while structural reforms were stepped up signifi
cantly in the exchange and trade system and in the 
agricultural, enterprise, and financial sectors. These 
policies were accompanied by a sustained effort to 
strengthen the infrastructure and resulted in a marked 
improvement in macroeconomic conditions and 
growth.  

Following a cumulative decline in real GDP of 
20 percent and in export volumes of 40 percent 
between 1974 and 1983. output and exports in Ghana 
expanded at average annual rates of 6 percent and 
1 2  percent, respectively. during 1984-89. At the 
same time. inflation dropped from an average annual 
rate of nearly 70 percent to less than 30 percent. In  
Madagascar. economic conditions did not improve 
as rapidly as i n  Ghana and output growth continued 
to lag behind population growth during most of the 
1980s. More recenlly. however, exports and output 
growth have strengthened significantly in spite of 
unfavorable external conditions. While structural 
reforms do not always lead to a quick revival of 
growth. the experience in Ghana and Madagascar 
and in many other developing countries has shown 
that they are a critical element of adjustment pro
grams aimed at restoring the potential for sustainable 
growth, particularly when accompanied by a redi
rection of government efforts toward improving the 
infrastructure. fostering development of human cap
ital. and providing essential social services. 

Developing Countries and the 
Uruguay Round 

Domestic structural reforms and macroeconomic 
stability are essential ingredients of a strategy to 
improve developing countries' medium-term eco
nomic performance. But the prospects of success 
wil l  be greatly enhanced if the reforming countries 
also face a favorable external economic environ-
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ment. The Uruguay Round of trade negotiations 
offers an opportunity to improve the external con
ditions facing developing countries through a sig
nificant liberalization of world trade. The advantages 
to developing countries of liberalizing their own 
trade regimes. whether unilaterally or in the context 
of multilateral negotiations, have already been dis
cussed. In  addition. there is the prospect of impor
tant gains for developing countries in terms of 
improved access to the markets of the industrial 
countries and those of other developing countries. 

It is too early to assess the impact of the Uruguay 
Round on the developing countries, and precise 
quantification of the effects of trade liberalization 
is in any case difficult. The effects would vary from 
country to country and some countries-for exam
ple. those losing existing trade preferences-might 
benefit only in the long run. lt may be useful,  
however. to indicate the order of magnitude of the 
potential effects to illustrate the kinds of benefits 
that could accrue from the successful completion of 
the Round. The analysis concentrates on the effects 
of industrial country l iberalization on developing 
countries. in view of the size and importance of the 
industrial country market. Substantial gains would 
also be realized, however, if the developing coun
tries reduced their own tariffs as well as other 
measures that act as barriers to trade between 
developing countries. 

Current trade policies in industrial countries affect 
developing countries· exports in a number of ways. 89 
First. the tariffs applied to trade with developing 
countries are on average higher than those on trade 
between industrial countries. Following completion 
of the Tokyo Round of tariff cuts, the average tariff 
applied by industrial countries against imports of 
manufactures from other industrial countries was 
less than 4 percent. but it was over 6 percent for 
imports from developing countries. even after al
lowing for the impact of arrangements favoring 
developing countries. such as the Generalized Sys
tem of Preferences. Second, tariffs are generally 
higher on processed products than on raw materials. 
with the result that developing countries· processing 
industries face high rates of effective protection i n  
industrial count1ies' markets. Third. the rapid growth 
of nontariff barriers over the last two decades has 
tended to be more pronounced for products exported 
by developing countries. For manufactures as a 
whole. the incidence of nontariff barriers in the 
industrial countries i s  estimated to be 50 percent 

•·• For a detailed survey. see The lmpacr qf rlw lndusrrial 
Policies of Dt•1•eloped Cotmtries on De1•e/oping Countries. 
Development Committee Pamphlet No. 20 (Washinglon. March 
1989). 
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higher for the exports of developing countries than 
those of industrial countrie .\1° The incidence of 
non tariff measures is particularly high in agriculture 
and textiles. both sectors of major importance to 
many developing countries. Countervailing and anti
dumping investigations are also being increasingly 
used by industrial countries against the exports of 
developing countries. often as a form of adminis
tered protection.91 Finally. developing countries face 
a number of other hidden barriers in industrial 
countries· markets. uch as public procurement 
practices, domestic subsidies, and national product 
standards. Of course. protection in many of these 
areas is also high in many developing countries. 
imposing costs on other countries as well as on the 
domestic economy. 

Success in the Uruguay Round, the first GATT 
negotiation in which developing countries have been 
closely involved. would help to reduce some of 
these adverse effects. The objectives of the Round, 
and the progress to date. are described in detail in 
Supplementary Note 3. Over and above the tradi
tional objectives of tariff reductions and tariff re
form. the Round also seeks. among other things. to 
bring agriculture and textiles within the GATT 
framework. to tackle the growing use of voluntary 
export restraints and other nontariff barriers, and 
to implement effective safeguards and dispute
settlement mechanisms. Progress in these areas is 
of particular interest to developing countries. The 
industrial countries. on the other hand. are looking 
for better access to developing countries' markets 
through. for example. lower tariffs and greater 
discipline i n  the use of trade restrictions for balance 
of payments reasons, as well as progress i n  the 
"new areas." including trade in services and trade
related aspects of investment and intellectual 
property. 

The negotiations taking place in Geneva are quite 
complex and the eventual outcome is still uncertain. 
Nevertheless. the potential benefits for developing 
countries from the successful conclusion of the 
Uruguay Round could be quite large. For example, 

"'' J. Michael Finger and An<li-Lej Olcchowski, ··Trade Bar
riers: Who Doe:. What to Whom."· Paper presented at a con· 
ference on Free Tradl' in rite World Eccmomv-Toll"ard cm 
Opening q( Markets. Kiel. June 23-26. 1986. The mca�ure of 
incidence used is the proportion of towl trade value in Jariff 
line:s that are subject to nontaritT mea,ure\. Such meawres do 
not take account of the restricJivene!>s of nontaritT barriers and 
are subject to the familiar problem that products facing highly 
resuictive barriers will enter the calculation with zero or verv 
low weight:,. 

· 

''1 Pat rick Me,serli n. · · /\ntidumping Laws and Developing 
Countries:· World Bank PPR Working Paper No. 1 6  (Washing
ton: World Bank. International Economic� Depanmcnt. June 
1988). 
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it has been estimated that the elimination of the 
industrial countries' tariff and nontariff restrictions 
could raise the level of GDP in developing countries 
by almost 3 percent.92 This is equivalent to about 
twice the amount that industrial countries currently 
devote to overseas development assistance. Another 
study suggests that the present value of exports of 
the heavily indebted countries could rise by an 
amount equal to one half of their total external debt, 
as a result of trade liberalization m industrial 
countries.93 

The effect of a cut i n  tariffs can be illustrated 
using the models designed for medium-term analysis 
in the World Economic Outlook. The results shown 
in Table 1 8  i l lustrate the impact on developing 
countries of a 5 percentage point reduction in the 
average tariff on manufactured imports by all in
dustrial countries.94 Such a reduction, which would 
correspond approximately to the removal of all 
tariffs on manufactured goods,95 would have macro
economic effects in industrial countries through 
lower prices. lower interest rates, higher imports. 
and temporarily faster growth of domestic demand.96 
In addition, efficiency gains would result from im
proved resource allocation. In  the simulation, it is 
assumed that the efficiency gains i n  industrial coun
tries amount to an increase in productivity of about 
I percent, which i s  in line with estimates obtained 

"' J. Michael Finger and Patrick A. Messerlin. The E ffects of 
Industrial Countries' Policies on Developing Countries (Wash
ington: World Bank. 1989). Their estimate is based on John 
Whalley. Trade LiberalizaTion AmonR Major World Tradin� 
Areas (Cambridge: MfT Press. 1985). A more recent study 
suggests a similar figure for the impact on Asian developing 
countries. See Andrew Stoeckel. et al . •  Western Trade Blocs 
(Canberra: Centre for International Economics. 1990). 

93 Sam Laird and Alexander Yeats. QuantitaTil·e Methods for 
Trade Barrier Analysis (Washington: World Bank. 1990). 

•• The simulation proceeds in two stages. First. the effects of 
a cut in tariffs on world trade. commodity prices. and the major 
macroeconomic aggregates in industrial countries are calculated 
using MULTIMOD. Second, the implications for different de
veloping country groups are examined using the Scenario and 
Forecast Adjustment Model for Developing Countries. The 
procedure is described in Staff Studies for the World Economic 
Outlook (Washington: International Monetary Fund. 1989). The 
approach taken here differs from that of partial or general 
equilibrium models where all the gains come from resource 
reallocation rather than macroeconomic effects. 

"' The target for the Uruguay Round is a cut i n  tariffs of about 
one third. Progress in reducing nontarifT barriers. which are 
estimated in the aggregate to be about three to four times as 
restrictive as tariffs. could easily produce gains equivalent to 
the complete elimination of tariffs. although the distribution 
among countries would be different. 

"" For the purposes of the simulations reported here. the 
export volume equations in the developing country model were 
reestimated using the imports of industrial countries. in place 
of their GDP. as an indicator of foreign demand. This was 
necessary because the change in the industrial countries· GDP 
as a result of a tariff change does not adequately reflect the 
impact on their demand for developing countries· exports. 
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from general equilibrium trade models. The main 
effects on developing countries, shown in the table, 
are higher exports, particularly from the relatively 
outward-oriented East Asian economies, and a sig
nificant decline in debt-service and debt-export ra
tios. Overall ,  net debtor countries could register 
GNP gains averaging about I V! percent a year in this 
scenario. Moreover. this estimate probably under
states the potential gains as it ignores tariff e calation 
and other biases in the tariff structure. 

Nontariff barriers are panicularly prevalent in the 
textiles and clothing sectors. where many developing 
countries have a comparative advantage. Trade in 
these goods is regulated by the Multifiber Arrangement 
(MFA), a framework of bilateral quotas that protect 
developed country producers, discriminate against new 
entrants. and generate large rents for quota holders. 
Recent research suggests that developing countries 
would realize efficiency gains of almost $8 billion 
(0.3 percent of their combined GDP) if MFA tariffs 
and quotas were eliminated.97 With the exception of 
Hong Kong and Macao, which would register very 
small income losses, all exporter would benefit, as 
improved market access would more than offset any 
loss of quota rent. 

Together with textiles. protection for temperate 
agricultural products in the industrial countries rep
resents one of the m� or distortions to the international 
trading system. Farm support costs consumers and 
taxpayers in industrial countries more than $200 billion 
annually and farmers receive subsidies equivalent to 
about 40 percent of the value of their output.\18 If this 
support were removed, food prices on international 
markets could rise by 15-30 percent on average and 
the instability of prices could fall by about one third. 99 
This would be of direct benefit to major exporters of 
beef, sugar, cereals. and rice among the developing 
countries. including Argentina_ Brazil. China. the Phil
ippines, and Thailand. Overall. net exporters' foreign 
exchange earnings from agricultural trade could rise 
by as much as $52 billion. too However. the first-round 
effects of higher prices would be atlverse for food
deficit countries. such as Egypt. Jamaica. Morocco. 

91 lrene Trela and John Whalley. "U nravelling the Thread� 
of the MFA." Chapter 2 of Cart Hamilton Ced.l. Textiles Trade 
nml the Developin� Countries (Washington: World Bank. 1990). 

9" Agriculwral Policies. Markets and Tradl': Moniwrin!( and 
Outlook 1990 (Paris: Organization for Economic Cooperation 
and Development. 1990). 

"" Kym Anderson and Rod Tyers . .. How Developing Countrie� 
Could Gain from Agricultural Trade Liberalization in the Uru
guay Round .

.. in !an Goldin and ()din Knud�en ted�.). ARri
cultural LiiJeralization: Implications for Developinl( Countrie.\ 
(Paris: Organization for Economic Cooperation and Develop
ment. 1990). 

'00 These estimates assume that price change-. in\\ orld markets 
are passed on to developing country producers and that pro
ductivity growth i n  agriculture responds to the higher prices. 
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Developing Countries and the Uruguay Round 

Table 18. Medium-Term Implications for Developing Countries of a 5 Percentage Point Reduction in 
Manufacturing Tariffs by Industrial Count.ries1 

(Differences from the baseline scenario in percent:) 

Average 
1990 1991 1992-95 1990 

:'Jet debtor countries By predominant export 

Current account balance 1.2 0.9 0.2 Primary products exporters 
Debt ratio - 7 . 1  -8.6 -7.2 Current account balance 3.5 

Debt-service ratio - I . )  - 1 .3 - ) . )  Debt ratio -23.3 

Real GNP 1.3 1.6 1.6 Debt-service ratio -2.6 

Export volume 3.6 4.5 4.6 Real GNP 2.4 

Import volume 2.9 4.2 5.0 Export volume 4.7 
Import volume 4.6 

Uy region 

Africa Exporters of manufacturers 
Current account balance 1.0 0.8 Current account balance 0.9 

Debt ratio -9.2 - 1 1 .3 -9.5 Debt ratio - 4 .2 
Debt-service ratio - 1.5 - 1 .7 - 1 .4 Debt-service ratio -0.7 
Real GNP 1.2 1.6 1.6 Real GNP ) ..I  
Export volume 2.6 3.4 3.3 Export volume 4.6 

Import volume 3.0 4 . 1  4.5 Import volume 3.2 

A>ia Fuel exporters 
Current account balance 1.2 0.8 0.4 Current account balance 1 . 5  

Debt ratio - 4 . 1  - 5 . 1  -5.3 Debt ratio -8.4 

Debt-service ratio -0.7 -0.7 -0.8 Debt-service ratio - 1 .5 

Real GNP 1.5 1.8 1 . 9  Real GNP 1 . 2  

Export volume 5 . 1  6.3 6.5 Export volume 2.6 

Import volume 3.4 5.0 5.8 Import volume 2.4 

Europe Service and remillance countries 
Current account balance 0.5 0.3 - 0 . 1  Current account balance 2.5 

Debt ratio -3.7 -4.4 - 1 . 1  Debt ratio - 12.9 

Debt-service ratio -0.7 -O.ll - 0 . 1  Debt-service ratio - 1 .2 

Real GNP 0.9 1 . 1  1 . 1  Real GNP 0.7 
Export volume 1 . 7  2 . 1  2. 1  Export volume 2.0 

Import volume 1.6 2.0 2.9 Import volume 0.9 

Non-oil Middle East Diversified exporter� 
Curn:nt account balance 1.0 1 . 1  0.2 Current account balance I .  I 
Debt ratio - 1 1 . 3  - 15 . 1  - 12.9 Debt ratio -5.3 

D�:bt-\ervice ratio - 1 .3 - 1 .7 -2.0 Debt-service ratio -0.9 

Real GNP 1.3 1.8 1.8 Real GNP 1.5 

Export volume 2 .6 3.3 3.3 Export volume 1.9 

Import volume 1 .3 2.2 3.0 Import volume 2.5 

WcMern Hemisphere By miscellaneous criteria 

Current account balance 2. 1 1.4 -0.6 Fifteen heavily indebted countrie> 
Debt ratio - 1 2.5 - 13.6 -7.3 Current account balance 1.5 

Debt-�ervice ratio -2.0 -2.4 - 1 .4 Debt ratio - 10.6 

Real GNP 1.3 1.6 1.4 Debt-service ratio - 1 . 8  

Export volume 2.8 3.6 3.6 Real GNP 1 .3 
Import volume 3.0 4.7 5.5 Export volume 2.7 

Import volume 3.0 

B� financi:1l criteria 

Countrie, with recent debt-servicing problems Small low-income countries 
Current account balance 1 . 3  1 .0 -0.3 Current account balance 2.0 

Debt ratio -9.2 - 10.8 -6.9 Debt ratio - 16.8 
Debhervice ratio - 1 .3 - 1 .7 - 1 .2 Debt-service ratio - 1.3 

Real GNP 1 . 1  1 . 4  1.2 Real GNP 0.8 

Export volume 2.3 2.9 2.9 Export volume 1.8 

Import volume 2.2 3.3 3.7 Import volume 1.2 

Countrie' without recent debt-servicing problems Four newly industrializing Asian economiesJ 
Current account balance 1 . 1  0.8 0.3 Current account balance 0.9 

Debt mtio -4.8 -5.9 -5.5 Debt ratio -0.9 

Dcbt-�ervicing ratio -0.9 - 1 .0 -0.8 Debt-service ratio -0.2 

Real GNP 1.5 1.9 2.0 Real GNP 4.9 

Export volume 4.7 5.9 6 . 1  Export volume 7.7 
Import volume 3.2 4.7 5.7 Import volume 5.3 

1 I n  practice. the eiTects on developing countries may take longer to work through than the timeframe �hown here. 

:The curTent account balance. debt ratio. and debt-service ratio are shown as ratios to export" at the end of period. 
' Includes Taiwan Province of China. 

1991 

2.9 

- 26.2 

-2.9 

2.9 

5.9 

6.3 

0.6 

-5.3 

-0.9 

1 .7 
5.9 

4.7 

) .() 
-9.5 

- 1 . 8  

1.6 

3.4 

3.8 

1.7 
- 15.7 

- 1 .5 

1.0 

2.6 

2.2 

0.9 

-6.9 

- 1 . 1  

2.0 

3.7 

3.7 

1.2 

- 12.0 
- 2. 1  

1.6 

3.4 

4.3 

1.4 

- 16.6 
- 1 .2 

0.8 

2 . 1  

2.7 

0.4 

- 1 . 1  

-0.2 
6.6 

10.1 

8.3 

Average 
1992-95 

1 . 0  

- 19.5 

- :! . 1  

2.5 

5.7 
6.6 

0.2 
-5.2 

-0.8 

2.0 
6.7 

6.0 

0.1 

-5.7 
- 1 . 1  

1 . 6  

3.5 

4.6 

0.5 

- 13.9 

-2.0 
1.0 

2.11 
3.2 

0.2 

-5.6 

-0.9 

2.0 

3.8 

4.2 

-0.5 

-6.9 

- 1 . 3  

1.4 

3.4 

4.9 

0.6 

- 12.5 

-0.9 

0.8 

2.0 

3.0 

0.2 

- 1 .3 

-0.2 
7.8 

1 1 .8 

10.8 
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MEDIUM-rLRM PROSPLC'TS AND ISSUES IN DEVELOPII\G COUN'IRIES 

and Peru. There would abo be �hifts in income distri
bution within developing countriel> away from urban 
con�umer'> and in favor of agricultural producerl>. Over 
the longer term. the pattern of gains and losse� would 
depend on the wider consequences of agricultural 
liberalization in indu-,trial countries. For example. 
economy-wide efficiency gain!> from agricultural re
form in industrial countries would indirectly yield other 
benefit'> for developing countries. such as cheaper 
imports of manufactured goods and faster-growing 
markeb. Moreover. if agricultural support in industrial 
countriel> were permanently reduced, developing coun
tries would have greater incentive to liberalize their 
own agricultural policies, which (as indicated in the 
previous section) typically penalize agriculture. Do
mestic reform would '>Ubstantially increase the gains 
to developing countries from agricultural liberalization. 

Reduction or elimination of industrial countries' 
tariff and non tariff barriers to trade in tropical products 
also would benefit many developing countries. Esti
mates suggest that the export revenues of the main 
suppliers of coffee. cocoa, and tea could rise by 
2 1/! percent as a result of liberalization in industrial 
countries; e\ports in processed form would rise by 
even more. Significant gain� in export revenue would 
also be likely for other tropical products such as fruit. 
tobacco. and -,ome tropical oils. However. the gains 
from liberalization in tropical products would not be 
evenly dbtributed. For example, Brazil and other Latin 
American exporterc; of coffee and cocoa could gain 
substantially but some countries currenlly benefiting 
from preferential access under the EC's Lome Con
vention might suffer some loss of export revenue.101 

In area� where the industrial countries are seeking 
"concessions,·· some developing countries have ex
pressed concern about the impact of liberalization on 
the domestic economy and on their development goals. 
However. a number of considerations suggest that 
such concerns may be overstated. The advantages of 
a more outward-oriented trade strategy have already 
been emphasized. and the arguments for general trade 
liberaliLation appear to be gaining increasing accep
tance. A'> regards the balance of payments provisions 
of the GATT. which allow countries to apply trade 
restriction!> for balance of payments reasons. many 
developing countrie� now recognize that a lasting 
solution to e\ternal payments difficulties lies in appro
priate exchange rate and macroeconomic policies and 
access to adequate external finance rather than trade 

1111 Sec Michuel Dnvcnport , "Imperial Preference Revi�itcd: 
The European Communil> and Tropical Product!> ... o,,,·elop
lllt'llf Policy Re1•iell'. Vol. 7 ( 1989). pp. 323-4 1 .  Davenport'\ 
c�limatc' do not take account of libcrahLation by countrie� 
other 1han the EC. 
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re,.trict ion'>. Many of the arguments for liberalization 
of trade in good-, also apply with equal force to ')Crvices. 
where acce�� to cheap and high-quality sen-ice inpuh 
(for e\ample. transport. telecommunicationl>. and fi
nancial -,ervices) i'> e-,sential for developing countries 
wishing to promote efficient and competitive agricul
tural and industrial <,ector'i. In some cases. other 
developing countries may be the most efficient pro
viders of these <,ervice'>. Countrie'> wishing to auract 
foreign direct investment. particularly in the face of 
competition from Ea-,tern Europe. could improve their 
chances of succes� by reducing or eliminating trade
related inve..,tment measures (such as local content 
rules and minimum export requirements). allowing 
greater freedom for the right of establishment for 
service provider-;, and offering better protection for 
intellectual property. 

lt is one of the paradoxes of trade negotiations that 
the countrie'> making "concel.sions" are often the ones 
to gain mo�t from the reduction in trade batTiers. The 
reforml> �ought by industrial countries in the new areas 
of services. intellectual property. and investment in
volve measures that developing countries should find 
to be in their own interesb. Conversely. although the 
potential gains to developing countries from tariff cuts 
and reform in the agriculture and textiles sectors are 
large. most '>tudies '>Uggest that the protecting countriel> 
would benefit even more. These examples illustrate 
that trade liberalization is not a zero-sum game. The 
benefits of economic liberalization are increasingly 
widely recogniLed. Thb has been reflected not only in 
the adoption of dome�tic structural reforms in the 
industrial countries. but also in the unilateral relaxation 
of trade restrictions in a number of developing coun
tries in the last few years and in the market-oriented 
reforms currently under way in Eastern Europe. The 
challenge now i'> to build on this widespread support 
for libcraliLation and use it as a foundation for a 
successful multilateral agreement in the Uruguay Round. 

Debt Strategy 

Recent progre'>!> in implementing the debt strategy 
has been encouraging. but wider application of its 
es\ential clement'> will be needed to ensure its 
ultimate '>UCCCS'>. Since 1986. there has been a 
general decline in debt ratios in most groups of 
countries. with the notable exception of the lo\\-
income countries. In several cases where stabili
zation measures and structural reforms have been 
implemented. debtor countries have received sub
stantial support from external creditors. In addition. 
debts owed to official creditors have been restruc
tured under increasingly favorable terms. significant 
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progress has been achieved in restructuring the 
commercial bank debts of some heavily indebted 
middle-income countries, and there has been some 
evidence of a return to market access by a few 
highly indebted countries. Nonetheless. in many 
other countries progress in restoring growth. cor
recting fiscal imbalances, and containing inflation 
has been insufficient to assure balance of payments 
viability over the medium term and to ensure the 
necessary financial support. The success of the debt 
strategy appears to require the right combination of 
macroeconomic stabilization, structural reforms. and. 
when necessary, external debt relief. 

Paris Club creditors have continued to reschedule 
developing country debts. offering increasingly ex
tended consolidation and repayment periods. In  
addition. the strategy of subordination of claims 
through the use of cut-off dates has been imple
mented to enable Paris Club creditors to provide 
new loans-including export credits-to countries 
that have rescheduled official debt and introduced 
strong adjustment programs. In the case of low
income countries, since late 1988 official creditors 
have agreed to reschedule the debt of J 8 debtors by 
applying the menu of options agreed upon at the 
Toronto Summit in 1988. The reschedulings of 
nonconcessional debt according to the Toronto terms 
have incorporated an average grant element of about 
20 percent. 

So far, ten donor OECD countries have an
nounced plans to cancel or convert into grants 
bilateral debt owed by low-income countries, mainly 
in Africa. Since 1980 the total amount of debt 
forgiven or converted is estimated at $5 billion 
(5 percent of the total debt of severely indebted low
income countries). In addition, resources have been 
mobilized under the Special Program of Assistance 
(SPA) for low-income countries in sub-Saharan 
Africa to support adjustment efforts. The supple
mental IDA adjustment credit program has been 
launched by the World Bank, and the Fund has 
provided support under special conccssionaJ lending 
programs (the structural adjustment facility and the 
enhanced structural adjustment facility) for low
income countries with severe balance of payments 
difficulties. (For additional details see Chapter l . )  

A s  regards commercial bank debt. over the past 
year Costa Rica, Mexico. and the Philippines have 
completed significant debt restructurings under the 
new debt initiative, while Chile has continued with 
its program of market-based debt reduction. Mo
rocco and Venezuela have reached preliminary 
agreements with their creditor banks. and Uruguay 
and Jamaica have been granted waivers for buy
back operations. 

Debt Strategy 

A number of developing country borrowers have 
maintained access to international capital markets. 
where they have raised approximately $24 billion 
over the past year and a half. Furthermore, in Chile. 
Mexico. and Venezuela. private bot-rowers have 
been able to obtain foreign credits on a limited but 
voluntary basis. which indicates that international 
investors and private financial institutions do re
spond positively to constructive policies in indebted 
countries. Mexico and Chile also have registered 
significant inflows of private capital. including for
eign direct and portfolio investment, as well as a 
reversal of short-term capital flows. The example 
of these countries i l lustrates the potential benefits 
resulting from a combination of debt restructuring 
and strong adjustment and structural reform programs. 

The experience of those few countries that have 
consistently demonstrated their commitment to ad
justment and reform and have maintained good 
relations with their creditors contrast� with that of 
other debt-distressed countries that have either 
postponed adjustment or have not persisted in im
plementing the required reforms. Indeed. over the 
last few years several developing countries with 
debt problems have received debt relief ( mostly 
reschedulings and other forms of relief that ulti
mately increase external debt) and have initiated 
stabilization programs. and yet have been unable to 
service external debt obligations on a sustained 
basis. To some extent. the failure to achieve long
term balance of payments viability can be attributed 
to the fact that. unlike those that have avoided debt
servicing difficulties. these countries were unable 
to attain the degree of economic stability necessary 
to encourage saving and investment and to maintain 
the confidence of the domestic private sector and 
that of external creditors.1ol 

w: A recem empirical study provides some support for the 
hypothesis that private inve�tment in developing countrie� is 
adversely affected by domestic inflation and the external debt 
burden. 1t shows that countries that have higher growth rates 
and income level'>. more stable macroeconomic policie�. smaller 
debt burdens. and higher rates of public invel>tmcnt tend to have 
higher levels of private investment relative to GDP. Sec Joshua 
Greene and Delano Villanueva . .. Private lnve�tment in Deve
loping Countrie�: An Empirical Analy�i:, .

.. IMF Working Paper 
WP/90/40 (Washington: International Monetary Fund. April 
1990). Another recent study argues that. a�ide from insufficient 
saving and dearth of external financing. the weaknes'l of in
vcstmem also has its roots in the policies that created an 
environment of uncertainty that depre�sed the expected profit
ability or investment and increased the risk of holding domel>tic 
assets. Capital inflows or debt reductions alone. therefore. 
cannot succeed in raising inve�tment and growth unles" they 
are accompanied by policie� that achieve l>l<lble economic 
conditions. See Mario I. Blejer and A lain Jze . .. Adjustment 
Uncertainty. Confidence. and Growth: Latin America after the 
Debt Cri�i;.."' I M F  Working Paper WP/891 !05 CWa�hington: 
International Monetary Fund. December 1989). 
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MEDIU M-TERM PROSPECTS AND ISSUES IN DEVELOPING COUNTRIES 

The importance of domestic stabilization and 
adjustment has been consistently at the forefront of 
the debt strategy. Attention has focused on the large 
fiscal imbalances that have been at the root of 
macroeconomic instability in many developing 
countries. With the expansion in the public sector's 
responsibility for managing external debt and meet
ing debt-service payments, external debt manage
ment and fiscal policy issues have become closely 
intert wined. 1113 In many coumries the lack of success 
of stabilization programs reflects the government's 
internal transfer problem. and thus the lack of 
viability of the fiscal position is at the core of the 
external payments problems of a large number of 
low- and middle-income highly indebted countries. 10.� 

Faced with an unsustainable fiscal situation. the 
government's first priority must be to atlopt the 
domestic policy measure!:> needed to deal with the 
imbalance. The policies required. which typically 
include a mix of expenditure-cutting and revenue
raising measures, have been discussed above. In  
some cases. even after these fiscal initiatives have 
been implemented, full debt servicing may conflict 
with stabilization objectives. Additional taxes may 
be difficult to collect, while increased domestic 
borrowing to service external debt will tend to bid 
up interest rates and crowd out the private sector. 
thereby jeopardizing economic stability and growth 
and undermining the government's ability to service 
debt. In extreme cases, when the contractual value 
of the government's debt-service payments exceeds 
its expected debt-servicing capacity. even continued 
reschedulings. while providing cash-flow relief. may 
not restore fiscal viability in the long run.105 

l n  cases where the mobilization of the public 
sector's resources to service external debt in full is 
difficult. the fiscal benefits stemming from the re
duction of debt and debt service could help ensure 
the success of the stabilization program. There are 
also other important benefits from debt relief. apart 
from the direct reduction in budgetary expenditures. 
such as an improvement in the investment climate 
as the disincentive effects arising from the debt 

10' The public sector·� responsibility for external debt man
agement and debt-�ervice hurdens has increased during the 
1980s owing in part to nationalization of debts. debt re�chcd
ulings under the auspices of public sector arrangements. and 
new borrowing to refinance debt-service payments falling due. 

""' The inability of the government to bring about the transfer 
of resources from the domestic private sector to the public 
sector required to finance government expenditures. including 
debt service. is often referred to as the "internal transfer 
problem." 

'0' In terms of the analysis of fiscal sustainability in indu�trial 
countries presented in Supplementary Note 2. conventional 
reschedulings have little or no impact on the "budgetary gap .

.. 

a measure of the degree of fiscal adjustment needed to stabiliLe 
the government·� debt-GDP ratio. 
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overhang are removed and as uncertainties associ
ated with repeated debt renegotiations diminish. t06 
Moreover. because of lower levels of external in
debtedness. the impact of future fluctuations in 
world interest rates on the developing country econ
omies should be reduced. 

The preceding discussion suggests a number of 
important policy implication�. First. the resolution 
of the debt problem may take considerable time, as 
the restoration of fiscal balance-the core policy 
issue-and the realization of the benefits of stabili
zation programs will require an extended commit
ment on the part of the government. Second, in 
cases of debtors· insolvency. reducing debt and 
debt-service payments will need to be given serious 
consideration. Finally. principles of burden sharing. 
including contributions ro the debt-relief effort. will 
need to be agreed by all the parties involved. 

For their part. developing countries will need to 
implement stabilization programs that are consistent 
with external viability and are likely to gain the 
suppon of their creditors. Persistent efforts will be 
required to improve the government's fiscal position 
by trimming unnecessary expenditures. selling as
sets and privatizing public sector companies. and 
reforming tax systems. Such etTorts to put the 
government's finances on a sound footing arc es
sential to achieve macroeconomic stabilization and 
enhance the efficiency of resource use. 

The continued commitment of the international 
community is crucial for the success of the strength
ened debt strategy. Commercial banks will need to 
show flexibility to expedite the negotiation process 
in cases where new financing or debt and debt
reduction packages are necessary. Official creditors 
will need to continue to provide flexible financial 
support that addresses the specific needs of individ
ual countries, when comprehensive reorientation of 
economic policies is under way. However. as rec
ognized by the Hou ton Summit. Paris Club credi
tors will also need to continue reviewing additional 
options to address debt burdens. including the 
lengthening of repayment periods for lower middle
income countries implementing strong adjustment 
programs. More flexible approaches in the form of 
generous cash-flow relief may be required to give 
investors additional assurances about the continued 
support of official creditors. ami thereby enhance 
conditions for restoring growth and investment. 
Recent initiatives announced by Canada. France. 
and the United States to reduce official debt and 

li•• Some of these externalities appear to have played a role 
in the case of Mexico. where domestic interest rates dropped 
following the debt-reduction agreement. 
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debt-service obligations in Africa and Latin America 
appear to recognize the severity of the problem of 
excessive indebtedness in severely indebted middle
income countries. For some low-income countries 
making serious adjustment efforts, assistance in 
addition to debt restructurings based on the Toronto 
terms may also be required. Moreover, the inter
national donor community needs to continue to 
provide essential support and concessional eco
nomic assistance to the poorest countries whose 
development is highly dependent on external 
resources. 

Finally. the international financial institutions must 
continue to provide both policy advice am.l financial 
assistance to countries demonstrating strong com
mitment to stabilization and reform. The central 

Debt Strategy 

focus of international financial institutions· support 
i s  the debtor country's commitment to a strong 
adju�tmcnt program aimed at achieving sustained 
growth and internal and external financial viability. 
Thi!> support can enhance the credibility or economic 
programs. even in situation!> where debtors are not 
able to service fully their external obligations. An 
important aspect of the Fund's involvement is help
ing to normalize member<;' relations with their ex
ternal creditors. while assuring that the financing 
provided i s  consistent with the requirements of the 
economic programs and with the -;afeguarding of 
Fund resource�. To help these efforts. the Fund will 
need to continue to catalyze other source::. of ex
ternal financing consistent with the country's prog
ress toward external viability. 
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Supplementary Note I 

Systemic Reform Issues in Eastern Europe and the Union of 
Soviet Socialist Republics1 

While macroeconomic <;tabiliLation i.., necc..,..,ary 
for economic transformation . ... y..,temic �:hangc� to 
improve efficiency and flexibility can. in turn. fa
cilitate stabilization efforb. Prcviou� experiences 
with struciUral reforms-for example i n  the We..,tern 
part of Germany in 1948 and more recently in Ne"" 
Zealand and in many developing countnes-under
score this point. which is abo relevant for the 
countries in Eastern Europe and the U.S.S.R.  that 
are undergoing systemic change on a much larger 
scale. These countries differ fundamentally from 
most other countries that have undertaken structural 
reform in that they lack significant private O'v\ ner
ship. entrepreneurial experience. and the mstitu
tions needed for a markct-orientcc..l economic sy ... -
tcm. The following discussion idcntif1c.., <,Ome of the 
key issues currently faced by these economic'>. and 
it highlights recent reform initiative.., and debates. 

The proces� of reform in the countries in Eastern 
Europe and the U.S.S.R.  will need to involve the 
explicit introduction of the basic framework required 
for the functioning of a market '>Y'\tcm. The estab
lishment of a market environment require.., concrete 
actions by the state to replace the prcviouo.; ... ystcm 
by a new and clearly c..lefined economic orc..lcr ha..,cd 
on market principles. Simply abandoning the olc..l 
central-planning system is by itself not -.,ufficient. 
as i l lustrated by the recent coordination failures 
discussed in Chapter L particularly in the U.S.S.R.  
Key elements of the market o.;ystem that need to be 
fostered in a deliberate manner include competition. 
price liberalization. and property right<,. 

Competition is central to the efficient functioning 

' For bm;kground informmion. M!<! IVorld 1:.1 o11omic Ou!looJ... 
May 1990. Chapter V and Supplementary Not.: I .  Sec aho Janth 
Komai. The Road to u Frl'l' Enmom1· CNC\\ Yorlo. · Nmwn & 
Company. 1990). Many of the i��u.:.,

· 
di�cu��ed h.:re arc al�n 

relevant for other centrally planned t:conomics undertalo.111g 
market-oriented reform . .,uch a'> China. the !.an Peopk', Do:m: 
ocratic Republic. and Viet N<Jm. 

of a market economy. Increased competitiOn will 
generally require the entry of new firms. as di�cussed 
belo-w. and the break up of existing state monopolies. 
even if state ownership is preserved. Where com
panies arc privatized. strong antitru�t rules can help 
prevent private monopolies from replacing former 
<.,late-owned monopolies. which is now an important 
i ...... ue in the German Democratic Republic. Recent 
experience. notably in Poland. also indicates that 
... ubstantial improvement� in re�ourcc allocation may 
not be realized without the establishment of a 
competitive market structure. notwithstanding the 
vigorou� pursuit of other aspects of reform. includ
ing price reforms. 

Price liberalization is neces<;ary for competition 
to flourish. Without price reforms. eliminating mo
nopolic-., will not. in general. improve resource 
allocation as prices will not be allowed to play their 
central role as �ignab of relative scarcity in a market 
-,ystem. Moreover. without price and factor co�t 
libcraliLation. some firms that could be viable in a 
competitive environment may not be profitable i n  a 
'>ystcm of '\late-administered prices. Thi'\ points to 
the importance of a comprehensive approach to 
reform. in which price liberalization and competitive 
market ... tructurcs arc introduced simultaneously. 

A well-functioning market-oriented system also 
requires well-defined and legally rccogniLed prop
erty rights. In  this respect. the recent legalization. 
in principle. of private ownership in all countries of 
Eastern Europe and the U.S.S.R. is an important 
�tep i n  the reform process. The legislation of private 
ov. ner�hip provides a necessary basi� for market 
entry by new firm� as well a:-. for privatizing existing 
!-.tale-owned companies. In addition. clearly defined 
property right�-in this case those of the State
arc required in the socialized sector to provide the 
framework under which management is mac..le re
-;pon-;ible for the pert'ormance of the enterprise. 
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Market entry. which has been facilitated by the 
recent reforms of property Iights. is central to the 
establishment of a competitive environment. In the 
German Democratic Republic. Hungary. Poland. 
and Yugoslavia. where restrictions on private eco
nomic activity have been reduced. new entrepre
neurs have provided an important stimulus to the 
economy. As the experience in the e countries 
indicates. entry by domestic as well as foreign firms 
may have the most significant short-run impact on 
economic activity and employment in areas that 
were not well developed under the previous system 
of central planning-in particular, in the service. 
distribution, and construction sectors. While the 
recent legalization of private property provides the 
basis for entry by new participants. it may not be 
sufficient for entry to occur and cannot be viewed 
in isolation from developments in the socialized 
sector. As long as this sector operates under pref
erential conditions. and can thereby preserve a 
dominant market position. market entry for new 
firms will remain unattractive and potential effi
ciency gains from economic reform are unlikely to 
be realized. 

A major challenge for all countries in the region 
is to create a competitive environment for the 
socialized sector. the current mainstay of these 
economies. As a first step, it is important that 
preferential credits. subsidies. and tax concessions 
are eliminated for enterprises in the socialized sec
tor. that is. that they become subject to a binding 
("hard") budget constraint under the same condi
tions as other market participants. This requires the 
establishment of independent financial institutions 
that are also subject to profitability criteria. so that 
the access of enterprises to capital will be at market
determined rates of interest. Moreover. if an enter
prise is not financially viable, it must be permitted 
to go bankrupt. As viability depends importantly on 
both prices and factor costs, reforms in these areas. 
as noted above, have to accompany the introduction 
of a hard budget constraint. 

It is an open question whether the imposition of a 
hard budget constraint on public enterprises can be 
maintained when a large part of the economy remains 
under state ownership. Past experience in this area 
is not encouraging. Moreover. while hard budget 
constraints may be a necessary condition. they are 
not a sufficient condition for competitive market 
behavior even after state monopolies are split up. 
What is  also needed is efficient management to 
maximize the value of the assets of the enterpdse. 
In light of the close association and overlap between 
managers in large companies and the nomenclatura. 
it may be difficult to design and enforce efficient 
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performance-based contracts for managers to ensure 
that incompetent managers are replaced in a timely 
manner. This suggests that comprehensive and fairly 
rapid privatization may be necessary for the suc
cessful implementation of a market-oriented �ystem. 
So far, progress in this area has been slow. aside 
from a few privatizations in Hungary and Poland and 
some planned privatizations in Poland and in Czech
oslovakia during the remainder of 1990. An exception 
is the German Democratic Republic. where it appears 
that privatization will proceed rapidly under the 
direction of the Trust Fund (Treuhandanstalt). � 

For the privatization of state-owned companies. 
equity as well as efficiency considerations suggest 
a strategy that would spread the risks and potential 
rewards of privatization over a large portion of the 
population. This could be achieved. for example. 
by the ale or distribution of shares in many com
panies. or a pool of companies, to the citizens. By 
contrast. making shares available exclusively to the 
workers of state-owned companies would be ine
quitable and would concentrate the risk for each 
&hareholder: it could also result in underinvestment 
and wage inflation. as suggested by the experience 
in Yugoslavia.1 To avoid these difficulties. a trust 
fund could be established-which has been done 
recently, as noted above, in the German Democratic 
Republ ic-or possibly several competing trust or 
mutual funds, and shares could be offered to the 
public. Another possibility. being considered in 
Czechoslovakia. is to issue to each citizen vouchers 
that could be used to acquire shares of the competing 
trust funds or shares in companies. l n  Romania. as 
part of the reform legislation adopted by the Parlia
ment in late July. a voucher system is being intro
duced in which a National Privatization Agency will 
hold 30 percent of the assessed value of most state
owned companies and allocate one share to each 
citizen. 

l n  July 1990. the Polish Parliament adopted a bill 
that provides for workers to acquire up to 20 percent 
of shares (or shares equivalent to one year's wages. 

' Thi:. entity wa� �et up a& part of the State Treaty signed on 
May 18. 1990. by the Federal Republic of Germany and the 
German Democratic Republic. and -,ets ou1 the principles un
derlying monetary and economic union. The mandate of the 
Trust Fund i� to privatilc enterprises where possible. restructure 
those that arc potentially viable. and liquioate those Ihat arc 
not. 

' Some of the relevant i��ues are discus,cd in more detail in 
Eogar L. Feigc .

. .  Pcre�troika and Sociali�I Priv<llilation: "What 
i� 10 be Done·: and How?··. Comparatil·e Economic Studies. 
forthcoming. An important drawback of a wide disper�>ion of 
owner�hip could he the lad, of effective control by shareholders 
over the management of the enterpri\e�. a problem equally 
relevant in mdu�trial countries. Financial intermediaries that 
control large block� of share� could po:.:.ibly fulfiii Lhe monitoring 
functions of ownership. 
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whichever is less) at a discount. and also makes 
credit available for these purchases. In addition, the 
Government has the authority to distribute to each 
citizen a privatization coupon that can be exchanged 
for shares in companies of their choice. and the law 
provides the legal framework under which mutual 
funds could be established. This reform bill. which 
is simiJar to those discussed in several other coun
tries in Eastern Europe, also allows for foreign 
participation in the bidding for state-owned enter
prises. Unless a government waiver is obtained. 
however. foreign ownership would be confined to a 
maximum of 10 percent of a company's shares. If 
foreign partners can be attracted under these con
ditions. the associated inAow of private capital. as 
well as foreign technological and managerial know
how. could play an important role in restructuring 
the economies of Eastern Europe and the U .S.S.R.  

Privatization in  the housing sector could be im
plemenled rapidly once the necessary legal frame
work has been established. l n  the U.S.S.R . .  several 
cities have initiated steps to distribute ownership in 
public housing units to tenants free of charge. 
Although this approach could result in rapid large
scale privatizations, the alternative of using some 
form of open auction for part of the housing stock 
would have the advantage of raising revenues and. 
if an auction were accompanied by a neutralization 
of the revenues, it would have the benefit of ab
sorbing part of the monetary overhang where it 
exists. Regardless of the precise procedures adopted. 
a successful privatization of housing properties would 
also require a reduction, if not a complete phasing
out, of existing rent controls. This does not imply 
the elimination of all rent subsidies and, as in 
industrial countries. the State is likely to continue 
to provide selective subsidies to low-income groups. 
including the direct provision of housing.� 

Systemic reforms of the external trade and pay
ments regimes in the countries of Eastern Europe 
and the U.S.S.R.  are needed for these countries to 
become integrated into the world economy and 
thereby to benefit fully from their comparative 
advantage. Some reforms have already been initi
ated. particularly with respect to trade with coun
tries that are not members of the Council for Mutual 
Economic Assistance (CMEA). These include a 

• An important issue related to the pdvatization of the housing 
stock and state-owned enterprises is how to address the legiti
macy of claims by previous owners who were expropriated. and 
how. if at all. to limit claim!. and the purchasing power of groups 
that had attained special benefits under the previous system. In 
Hungary and the German Democratic Republic. this has already 
led to political tensions. anc.l a quick resolution of these issues 
is required to establish clearly defined and transferable property 
rights. 

Reform Issue� in Ea�tcrn Europe and U.S.S.R. 

reduced role for the state-owned foreign trade or
ganizations and the introduction of currency con
vertibility for most current account transactions in  
Poland and Yugoslavia.' In addition. Hungary has 
continued its trade reform program and further 
reduced quota restrictions and licensing require
ments for imports in January 1 990, and Poland has 
eliminated export subsidies for convertible currency 
trade. lowered export quotas substantially. and 
eliminated all import quotas. 

The foreign exchange reserve position of several 
countries in Eastern Europe remains weak. A con
tinuation, and possibly a further expansion. of ef
forts to liberalize trade could result in  additional 
pressure on these reserves, and net inAows of foreign 
capital into the region are likely to be needed in 
support of the reforms. In thi respect, private 
capital, in particular foreign direct investment, can 
play an important role; but the scale of the e capital 
inAows will depend primarily on conditions in the 
reforming countries, especially the anticipated pace 
of reform and the degree of economic stability. In  
several countries, foreign direct investment could 
benefit from recent joint-venture legislation, which 
often also applies to 100 percent foreign-owned 
investment. To make these initiatives effective, it 
is necessary to assure the repatriation of profits and 
compensation in the event of nationalization or 
expropriation. 

The reform of the trading system that is envisaged 
within the CMEA will present formidable challenges 
to the countries of Eastern Europe.6 The use of 
world prices for all external transactions would 
result in a substantial deterioration of these coun
tries· terms of trade vis-a-vis the U.S.S.R. The 
recent rise in oil prices means that this deterioration 
will be even more severe than previously projected 
since crude oil is a major export of the U .S.S.R. to 
the region. And while the raw material exports of 
the U .S.S.R. can be sold readily on the world 
market. the quality of many of the goods exported 
to the Soviet Union by CMEA countries, especially 

� The German Democratic Republic adopted on July I, !990. 
as part of the State Treaty. the basic elements of the trade 
regime of the European Community. except for rule!> related to 
CMEA trade. 

' In June 1990. CMEA officiab endorsed the principle of 
bringing contract prices in line with world prices and replacing 
the transferable ruble with convertible currencies. starting on 
January I .  1991.  The German Democratic Republic and the 
U . S  .S. R. agreed in mid-July to implement these rule� for bilateral 
trade from January I .  1991.  and Czechoslovakia and Hungary 
reportedly entered into a similar arrangement with the U.S.S.R . .  
although initially many exception5 to the basic rules are likel� .  
For other countries. transition periods of varying length arc 
envi!,aged and no agreement has been reached on a preci�e 
timetable. 
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intermediate good� and machinery, is not up to 
world standards: hence thc..,e goods arc likely to 
experience difficultie.., in finding a niche on world 
markets. Nonetheless, the recent success of llun
gary. Poland. and Yugoslavia in penetrating Western 
markets suggest� that the countries of Ea�tern Eu
rope might be able to adjust their trade to world 
prices without experiencing -.cvere balance or pay
ments difficultic�. at lea..,t if the trade-price reform.., 
arc phased in gradually over ..,cveral years. 

ll has been sugge..,tcd that the establishment of a 
regional payments arrangement modeled on the 
European Payments Union of the 1950s could fa
cilitate the transition to a trade regime based on 
world market prices.7 The aim of such a payments 
system would be to promote the expansion of trade 
during the transition by enabling countries to con
solidate bilateral trade imbalance:-. into a single net 
balance and by linking the <;Cttlemcnt of tho-;c 
balances to a multilateral sy'>tcm of credit'> and 
adjustment rules. A number of issues would have 
to be addres cd. however. before a proposed pay
ments union could be viable. Fir<;t. in contrast with 
the situation in Western Europe in the early 195(b. 
the Eastern European countries are adopting a 
variety of exchange regimes and arc taking different 
approaches in moving toward convertibility of their 
currencies: this diver..,ity would make it difficult to 
agree on a single multi lateral payments arrangement. 
Second. whereas there were clear gains to be ex
pected from the stimulation of trade among Western 
European countrie:-. in the 1950s. an important ob
jective of current reform-; is to enhance trade with 
the established market economies. l f  a paymenb 
union were to provide preferential conditions for 
trade among the CM EA countries. as opposed to 
trade with the rest of the world. it could hinder the 
integration of these countrie'> into the world econ
omy based on their companllive advantage. 

A third issue concern-, the role of the U.S.S.R. 
If the U.S.S.R. were to be excluded from an Ea-,tern 
European payment!) union. a major portion of the 
likely trade imbalance'> of the member countrie.., 
would not be covered. and the usefulnes� of the 
arrangement would thereby be limited. On the other 
hand. if the U .S.S.R.  were to be included, -;ome 
means would have to be found to ensure that the 
arrangements did not contribute to a continuation 
of regional imbalance.., and that. in the interim. 
sufficient resource� would be available for payments 
to clear. If other countrie.., provided financing for 

Sec. for C\amplc. lhc cJa,cu,,aon 10 F:nmomic Sw•·cv 1�/ 
Eump<' in 1989-90. l::.conomi<.: Commi,,ion for Europe. Ne\\ 
York. 1990. 
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the payments union·.., credit arrangement. tho'ie 
fund;; would ultimately ..,upport payments to the 
member countrie� with trade surpluses: without a 
major change in the current pattern of trade. those 
payments would be made primarily to the U.S.S.R.11 

In addition to the restructuring of CM EA trade. 
there have been -.evcral other reform propo-.ab in 
the U .S.S.R. The proce..,-; toward systemic change 
gained momentum in mid-1990 when the Parliament 
approved some reform measures and provided the 
Government with far-reaching powers for their im
plementation. The..,e included a plan for the break
up of industrial monopolies into joint stock com
panies. improved conditions for the operation of 
small-scale busines-;es. income and enterprbe tax 
reform. and the introduction of a commercial bank
ing <;ystem. 

There have also been more radical reform initia
tive� in a number of the Republics of the U.S.S.R. 
and at the local level. The<;e alternative plan.., rai">e 
important coordination i..,..,ue.., and the question of 
which level of government can exercise the own
ership rights over state-owned property. The mo!>t 
�ignificant reform plan is the one passed in the 
Russian Republic in mid-Septcmber 1990 that en
visages the transition to a broadly market-oriented 
system within about 500 day'>. The new plan assign.., 
an increased role to the regional government:-. at the 
e'\pcnse of the central authority. and it entail'> a 
dcmonopolization and privati�:ation of man} ..,tate 
enterprises immediately after the adoption of the 
necessary legi'>lation and a determination of the 
value of state as..,ets. In contrast to the propo..,al by 
the Prime Minister of the U.S.S.R.  discu..,scd in 
Chapter l .  price adju�tment<; and price liberalization 
would follow only after a <;ubstantial proportion of 
state enterprises had been privatized. which could 
ab<;orb part of the exi'>ting monetary overhang. And 
the plan abandon.., the earlier proposal to increa..,e 
the prices of selected ba ... ic consumer good�. �uch 
a� bread. and in-.tcad include� a price freete for 
about 100-150 "es-.ential'· goods even after other 
prices are liberalited. If implemented. thi'> could 
have the detrimental effect of perpetuating existing 
price distortion'> or even creating new one-;. Aside 
from some absorption of the monelary overhang 
through privatiLation. inflation pressure would be 
reduced under the new plan through a rapid reduc-

The European Pa} mcnh L ntt)n \\�" financed anuially h) the 
l!nued State� under the \lar.,hall Plan. During the fir'l fC\1 
year' of the Lnitm·., operation. Belgium had a chro111c lrade 
.,urplu., vi.,·a-vi., 1he olhea member counlric\. hua lhal 'urplu, 
wa� gradually reduced and lhcn rcvcr�ed. 
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lion in the government budget deficit, mostly re
flecting subsidy cuts and reductions in public in
vestment and security outlays. 

By mid-September 1 990. the Parliament of the 
U.S.S.R. had not agreed upon a precise reform 
package. nor was there a timetable for specific 

Reform Issues in Eastern Europe and U.S.S.R. 

actions. Moreover, it remains to be seen how the 
central Government will exercise its broad mandate 
and how the competing plans for economic reform 
will be reconciled. There were, however. clear 
indications that the Parliament might adopt a reform 
plan similar to the one of the Russian Republic. 
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Supplementary Note 2 

Sustainability of Fiscal Policy in the Major Industrial Countries 

Introduction 

l n  the first half of the 1980s. the net debt of the 
government sector increased much faster than GNP 
in al l  the major industrial countries except the United 
Kingdom (Table 19) .  The rapid accumulation of debt 
reflected, in part. a cyclical slowdown in revenue 
but it also resulted from the continued strong growth 
of government expenditure in Canada. France. Italy, 
and the United States. The improvement in fiscal 
positions that occurred in most countries during the 
second half of the 1980s resulted in either a stabi
lization of the public debt/GNP ratio ( in  Canada. 
the Federal Republic of Germany. France. and the 
United States) or a sizable reduction in this ratio 
( in Japan and the United Kingdom). Only in Italy 
did the debt ratio continue to rise significantly after 
1986. although the rate of increase slowed substan
tially. While there is no generally accepted view 
regarding the level of public indebtedness appro
priate for an economy. the medium- and long-term 
sustainability of fiscal policy i s  often assessed in 
terms of the evolution of the debt ratio. Specifically. 
in several countries with large fiscal deficit�. interest 
has centered on whether a given fiscal policy would 
result in a stable debt ratio. 

This note adopts the concept of "sustainability'' 
used by Blanchard in  his study of fiscal indicators.1 
According to that concept. a fiscal plan is considered 
sustainable if, together with a plausible set of as
sumptions about key macroeconomic variables, it 
results in a terminal value of the debt/GNP ratio 
that is equal to the initial debt ratio. Thus. a 

' See Olivier Blanchard. "Suggeslion' for a New Set of Fbcal 
Indicator� .

.. Departmem of Economic� and Stati�tic� Working 
Paper No. 79 (Paris: Organization for Economic Cooperalion 
and Development. April 1990). Sec also J-P. Chouraqui. R.P. 
Hagemann. and N. Sartor, "Indicator� of Fiscal Policy: A 
Reassessment." Organization for Economic Cooperation and 
Development. Department of Economics <•nd Statistic� Working 
Paper No. 78. April 1990. 
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sustainable fiscal plan could entail a rise or fall in 
the debt/GN P ratio initially. as long as sub.;;cquent 
changes in fiscal policy. interest rate�. or economic 
growth were sufficient to fully rever:-.e the initial 
change by the eml of the planning period. Thb 
definition of su:-.tainability does not directly involve 
the level at which the debt ratio stabiliLes. However. 
the subsequent analysis shows that, other things 
being equal. the higher the initial level of the debt 
ratio, the less sustainable is a given fiscal plan. 
Similarly. the higher the interest rate paid on the 
debt. the higher is debt service and the le-;s sustain
able is the fiscal plan. 

It should be emphasized that fiscal su.;;tainability. 
as it is defined by Blanchard. implies nothing about 
optimality. The optimality of fiscal policy would 
have to be judged on the basis of a comprehensive 
analysis that would em:ompass economic. '>Ocial. 
and political factors. including con!->iderations of 
i ntergenerational equity. For example. there might 
be a need to increase national saving, which would 
justify a more stringent setting of fiscal policy goab 
than would be suggested by the debt sustainability 
criterion alone. Alternatively. if there were reason'> 
to believe that the existing capital/output ratio was 
too low i n  a particular country. there might be a 
case for reducing the public debt/G N P ratios. at 
least for a period of time.: Third. an important 
objective in setting fiscal policy over the longer term 
might be to smooth the intcrtemporal or intergener
ational tax burden associated with a need to raise 
expenditures at a later stage, for example. in re
sponse to pro�pective demographic shifts. Jn  this 
case. a more restrictive fiscal policy might need to 
be instituted earlier than would appear to be war-

0 See. for example. Owen !::.van,. "N<tllOn<•l Sav1ngs and 
Targets for the Fet.leral BuJgct Balance in the United State'>.,. 
in Staff Studies ji1r tit£• World Economil' Out loo/.. (Wa:-.hington: 
International Monetary Fund. Septemher 1990). 
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Concept of the Budget Gap 

Table 19.  Major Industrial Countries: Net Public Debt of the General Government, 1980-891 

(In percent of GNP/GDP) 

1980 1981  1982 1 983 1984 1985 1986 1987 1988 1989! 

Canada 12.9 lll.O 16.5 22.5 26.1 32.8 37.2 37.6 37.1 37.5 

United States 19.0 18.7 21.7 24.3 25.2 27.2 29.4 30.8 30.6 30.2 
Japan' 17.3 20.7 23.2 26.2 26.9 26.6 26.4 21.9 19.3 16.4 

France' 14.3 14.2 17.8 20.0 2 1 . 1  22.9 25.2 25.5 2<;.2 24.7 

Germany. Fed. Rep. of' 14. 3 17.4 19.8 2 1 . 3  21.5 2 1.9 2 1 .5 22.9 23.7 22.1 
llaly 53.6 57.!) 63.4 68.7 7-1.4 8 1 . 3  86.2 90. 1 92.3 95.0 

United Kingdom 43.5 42.8 42.1 42.4 43.5 42.3 41.0 38.4 33.7 28.9 

Average (seven coun1rie�1· 21.5 22.6 25.5 28.2 29.5 3 1 . 1  32.6 32.4 3 1 . 7  30.6 

Source: Chouraqui, Hagemann. and Sartor. op. cif .. 1990. 

'The concept of general government is used for purposes of international comparability; definitions of central government and the public 
sector vary widely across countries. Net debt is defined as gross liabilities les:. gros� linancinl asset�. Net debt b used to en�ure compambihty 
between the debt �tock and the cumulation of fiscal balances over time. A major share of gros� financial a�sct� at the general government 
level in mo!>t countries is accounted for by the assets of the social security system. Since these assets are siLable in many countries there 
may be substantial differences between the levels of gross and net debt in individual countries: for example. in Japan gross debt of the general 
government was roughly equivalent to 7 1  percent of GNP in 1989. while the corresponding level of net debt was about 16 percent of GNP. 
Moreover. the concept of geneml government does not include public enterprises. whose financial positions can have an imponant impact 
on the financial balance of the public sector in some countries. for example. in Japan. 

' Estimate�. 
' Financial assets exclude corporate shares. 
•on the basis of 1987 GNP/GDP weights and exchange rates. 

ranted on the basis of medium-term considerations 
of sustainability. 

It should also be stressed that sustainability is 
essentially a medium- and long-term concept. Thus, 
it does not take account of short-term considera
tions. such as the cyclical position of the economy. 
Therefore, even if a given fiscal plan would result 
i n  a sizable decline in the debt/GNP ratio over the 
medium term. it might be inappropriate to loosen 
fiscal policy i n  the short run if the economy's 
resources are already fully employed. Finally, fiscal 
sustainability is defined in different ways in other 
studies. For example. an alternative definition con
siders fiscal policy sustainable if it stabilizes the 
debt/GNP ratio over some reasonably short time 
horizon. even though that ratio might be higher than 
the initial level. There could also be instances where 
the fiscal situation is unsustainable even though the 
debt/GNP ratio is broadly constant. for example. 
because the high level of debt gives rise to exces
sively high interest payments. 

Concept of the Budget Gap 

The question of whether present and planned 
levels of public spending and taxation can be main
tained without a buildup of debt relative to national 
income-given the expected rate of economic growth 
and the level of interest rates-was recently for
malized by Blanc hard i n  a "forward-looking 

. .  
in

dicaLOr of fiscal policy sustainability.' This approach 
begins with the definition of the change in the level 

' Blanchard. op. cif. 

of net public debt as the overall fiscal deficit (if 
negative) or surplus (if positive). which, in turn, 
equals the primary deficit (or surplus) plus net 
interest charges on the existing public debt. When 
all variables except the interest rate and the growth 
rate are expressed as ratios to GNP. this relationship 
can be written algebraically as:4 

db = g - I + (r - y)b ( I )  
or. 
db = d + (r - y)b. (2) 
where: b net public debt 

f< = government spending on goods and 
services plus net transfers 

r tax revenues 
d = the primary deficit (a negative num

ber indicates a surplus) 
db the change in the debt/GNP ratio 

r = the rate of interest 
v the rate of growth of GNP 

Equation (2) shows that if the interest rate on 
debt i s  greater than the rate of growth of output 
(r > _v). as has typically been the case in the 1980s 
i n  contrast with previous decades. the government 
must run a primary surplus sufficient to offset the 

• Equation ( I) holds in both nominal and real terms. We 
abstract here from seigniorage. given the difficulty of forecasting 
monetary aggregates. The analysis could incorporate �eigniorage 
by adding the ratio of the change in high-powered money to 
GNP to the tax term in equation ( I ) .  Thi� would not change the 
analysi� or conclusions. though adding seigniorage would tend 
to make a given fiscal plan more sustainable, all other things 
equal. 
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effect on the debt ratio of the excess of the interest 
rate over the growth rate; otherwise, the debt ratio 
would grow without limit. Defining fiscal sustaina
bility over a given time horizon as achievement of 
a terminal debUGNP ratio equal to the initial debt/ 
GNP ratio highlights the fact that the debt cannot 
be serviced indefinitely by issuing new debt. Of 
course, if the interest rate is lower than the rate of 
growth of output (r < y), the public debt ratio would 
continue to fall without limit unless the government 
were to run a primary deficit sufficient to offset the 
effects of the excess of the rate of economic growth 
over the interest rate. s 

The approach specified above permits an assess
ment of both the sustainability of a given fiscal plan 
and the extent to which it departs from the sustain
able path-in other words, the extent to which fiscal 
policy would need to be altered in order to achieve 
sustainability. Given an initial debt-to-GN P  ratio 
and projections for r and y and for government 
revenues and expenditures, the sustainability of a 
fiscal plan can be gauged by comparing the projected 
primary budget balance with the budgetary position, 
which, if it were maintained throughout the planning 
period, would prevent the public debt from growing 
more rapidly than national income. The difference 
( if positive) between the projected budget deficit 
and the sustainable budget deficit-the "budget 
gap"-provides an indication of the need to tighten 
fiscal policy in order to stabiljze the debt ratio.6 Of 
course, this change could be achieved i n  various 
ways: by raising taxes, by reducing spending. 
or through some mix of revenue and spending 
measures. 

The formula for the budget gap defined over a 
single time period can be derived directly from 
equation (2). Let df be the level of the primary 
deficit that would leave the debt/GNP ratio un
changed over one period, given the values of r and 
y. It follows from equation (2) that df = - (r- y)b. 
The budgetary gap for one period (g1 ) may then be 
defined as the difference between the primary deficit 

s The analysis also holds in the case when the government 
has a net asset-rather than a net debt-position. 

6 The .. budget gap'' is also sometimes called the . . tax gap .. ; 
see. for example, OECD Economic Owlook. Vol. 47 (Paris: 
Organization for Economic Cooperation and Development, June 
1990). tn more technical terms, the budget gap attempts to 

assess the extent to which the government's intertemporal 
budget constraint is violated under a given fiscal plan and to 
measure the size of the permanent fiscal adjustment needed to 
achieve stabilization of the public debt/GNP ratio at the initial 
level. The government's intertemporal budget constraint re
quires that the present value of primary surpluses. discounted 
at the rate (r-y), be equal to the initial debt/GN P ratio. As 
lmplied Ln the text, the intenemporal budget constraint. or the 
solvency requirement. only comes into play when the interest 
rate exceeds the growth rate of output. 
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projected for that period on the basis of the existing 
budget plan (d1) and the primary deficit consistent 
with sustainability (df): 

gl = d1 - df = d1 + (r - y)b (3) 

Thus, for the special case of a single year. the 
budgetary gap is simply equal to the change in the 
debt-to-GN P  ratio projected over the year on the 
basis of the planned fiscal policy. 

Estimates of Budget Gaps 

Medium-Term Baseline 

The extent to which fiscal policies in the major 
industrial countries can be said to be sustainable i n  
terms of the budget gap approach is  summarized i n  
Table 20. The budget gaps are calculated for both 
the medium term (g6 for the period 1 990-95) and the 
long term (g30 for the period 1 996-2025). 7 These 
estimates of budget gaps are based on the net debt 
of the general government (see note I of Table 19).  
The concept of general government is used because 
data on this basis are readily available for all seven 
major industrial countries. I t  should be noted, how
ever. that the use of this concept for the purpose 
of international comparisons has certain limitations. 
I n  the case of Japan. for example, the assessment 
of the overall fiscal position in terms of the general 
government could be misleading because of the 
importance of the public enterprises in the area of 
public investment. as these enterprises are not 
included as part of the general government. Jn 
addition, the use of the concept of net debt com
plicates the interpretation of medium-term fiscal 
indicators in countries like Japan. where the net 
public debt reflects the large surplus in the social 
security fund. which represents future government 
liabilities. This difficulty is reflected in the sharp 
contrast between the medium-term and the long
term fiscal indicators for Japan, which is discussed 
below. 

The six-year budgetary gaps (Table 20, column 
1 ) .  calculated on the basis of the staff's medium
term baseline projections, suggest that fiscal policy 
over this horizon is broadly sustainable in all coun-

7 The calculations in Table 20 are based on the following 
discrete time. multiperiod version of equation (3): 

R1 = [bul l - TI(I + r, - y,)J + �1d, • 
' l , t 

TI ( I + rl - y,) + d,]/-z' n ( I + r} - y,) + I (3') 
,., .... I I t I t • I 

where T is the number of period� and b0 is the initial debt!GN P  
ratio. 
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Estimates of Budget Gaps 

Table 20. Major JndustriaJ Countries: Medium- and Long-Term Indicators of Fiscal Sustainability1 

(Annual averages. in percent of G N P/GDP) 

Six-year Budgetary Gaps (f:,,) 
( 1 990-95) 

Change in the Budgetary Gap Resulting From: 
(deviations from baseline budget gap) 

30-Year Budgetary 
Gaps 
(g)O) 

One Percentage Point One Percentage Point ( 1 996-2025) 
Calculated on Lower Growth2 Higher Interest Rate' (reflecting the 

macroeconomic 
effects of prospective 

demographic shifts) 
(6) 

the Basis of Fund Direct Plus 
Staff Medium-Term Direct Impact Indirect Direct Impact 
Baseline Projections Only Revenue Impact Only Full Impact 

( I )  (2) 

Canada -0.4 0.4 
United States -0.3 0.3 
Japan -3.9 0.2 
France -0.7 0.2 
Germany. Fed. Rep. of -0.7 0.2 
Italy 3.3 1 . 0  
United Kingdom - 0 . 1  0.3 

(3) (4) 

0.8 0.4 
0.7 0.3 
0.4 0.2 
0.8 0.2 
0.6 0.2 
1 .2 1 . 0  
0.8 0.3 

(5) 

0.8 
0.7 
0.3 
0.4 
0.4 
1 .6 
0.3 

- 1 . 5  
-0.7 

4.5 
1.5 
4.3 
4.0 
1.3 

Note: The budgetary gaps indicate the magnitude of the adjustment in the primary balance. through either tax or expenditure measure;. 
that would be required to anain a debt/GNP ratio at the end of the specified period equal to the level prevailing at the beginning of the period. 
given projections of GNP. interest rates: and government revenues and expenditures. A posi1il•e number indicates the need to tighten fiscal 
policy. 

1 The medium-term indicators are based on Fund staJT projections through 1995 of general government revenues and expenditure�. nominal 
GNP and interest rates, and on OECD staff estimates of general government net debt outstanding at the end of 1989. The long-term estimates 
in column (6) are based on the projected debt ratios in 1995. average market yields on 30-year bond� during the first half of 1990. extrapolations 
of medium-term trends from 1996 through 2025. and simulations of the macroeconomic consequences of expected demographic shifts. which 
are described in World Economic 0111look. May 1990, Supplementary Note 3 ("Population Aging: An Allempt to Quantify the Long-Term 
Macroeconomic Effects"). Specifically. the 30-year budget gaps shown are those a�sociated with the "no tax rate change" scenario in Table 
26 of Supplementary Note 3 .  

! Column (2) reflects the impact on the calculated budget gaps (g.J of lowering the rate of growth of output lvl b y  I percentage point in 
each year during 1 990-95. without taking into account any indirect effects through government revenue or through any decline in interest 
rates that could result from lower growth. Column (3) includes the direct impact plus the indirect impact via lower budgetary revenues based 
on individual country estimates of the elasticity of general government non-interest receipts with respect to GNP. 

• Column (4) reflects the impact on the calculated gap (g6) of raising the interest rate by I percentage point in each year during 1990-95, 
without taking into account any indirect effects through the budget or the rate of growth of GNP that would result from a lower interest rate. 
Column (5) includes the direct impact plus the indirect effects through both the budget and the rate of growth of GNP on the basis of a 
simulation performed with M U LTIMOD. In the simulation. monetary policy was tightened in all countries to the degree necessary to achieve 
a J percent rise in interest rates during 1990-95. 

tries except Italy. 8.9 The magnitude of the permanent 
budgetary measures that appear to be required to 
achieve sustainability through 1995 in Italy is on the 
order of 3\14 percent of GNP. This result highlights 
the difficulty of stabilizing the debt ratio when interest 

8 Three-year budget gaps were also calculated. The results 
(not presented in Table 20) are similar to those reported in the 
OECD's Economic Outlook. Vol. 47, June 1990. 

• The staff's medium-term baseline projection� of the general 
government financial balance for the major industrial countries 
are contained in Table 10, Chapter 1 1 .  The most recent medium
term fiscal adjustment program prepared by the Italian Govern
ment foresees a swbilization of the debt ratio by 1992 and a 
decline thereafter. If reali.ted. this program would eliminate the 
six-year budget gap estimate shown in Table 20. However. since 
the measures that would give effect to this program have yet to 
be fully specified and. since their implementation cannot be 
taken for granted. they have not been incorporated into the 
staff's estimates. This is in line with the customary assumption 
of unchanged policies underlying the staffs fiscal projections 
for indusuial countries (see Chapter 11). 

rates and the initial level of the debt ratio are high.10 

By contrast, the projections for Japan suggest !hat, i n  
the period through 1995, taxes could be lowered or 
expenditures raised by the equivalent of nearly 
4 percent of GNP while keeping the debt ratio un
changed from 1989 to 1995. In the other major coun
tries. sustainability would be consistent with increases 
in the primary deficits ranging from about 1!4 to 3/4 of 
I percentage point of GNP. 

Sensitivity Analysis 

The forward-looking nature of the fiscal sustain
ability indicator is a distinct advantage compared 

111 Table 1 9  shows that Italy's debt/G N P  ratio is by far the 
highest among the seven countries. And in the fir�t half of 1990 
the average interest rate on Italian government debt was 
13.9 percent, also significantly above yields on long-term gov
ernment bonds in the other six countries. 

9 1  



©International Monetary Fund. Not for Redistribution

SUPPLEMENTARY NOTE :! 

with more conventional measures of the budgetary 
position. At the same time, it i s  clear that this 
indicator is only as good as the underlying projec
tions. In order to assess the sensitivity of the 
estimated budget gaps to changes in the underlying 
economic assumptions, several experiments were 
conducted.1 1 The results are illustrative and should 
not be generalized into aU-purpose "rules of thumb." 
Indeed. the exercise highlights the limitations of 
partial equilibrium analysis and the importance of 
understanding the factors giving rise to changes in 
the underlying projections. For example. the impact 
on the sustainability indicator of lower-than
expected economic growth depends on whether only 
the direct effects on the debt/GN P ratio are consid
ered. or whether the indirect effects. for example. 
through lower tax receipts. are also taken into 
account. The results also underscore the importance 
of the level of the initial debt/GNP ratio i n  deter
mining fiscal sustainability. Moreover, the impact 
on the budget gap depends crucially on the reasons 
for the slowdown i n  growth. 

The first two experiments seek to gauge the impact 
on the budget gap of a I percentage point downward 
revision in the staffs medium-term baseline projec
tions for G N P  growth in each year during 1990-95 
(Table 20. columns 2 and 3). As is apparent from 
equation (3), the direct adverse impact on the budget 
gap of a decline in the rate of growth of GNP. all 
other things equal, wi l l  be proportional to the size 
of the outstanding debt. 11 The direct effect of a 
I percentage point reduction i n  G N P  growth during 
1 990-95 is to raise budgetary gaps in most of the 
major countries by around Y� of I percentage point 
of GNP (Table 20. column 2). l n  Canada, where the 
debt/GNP ratio is relatively large. the impact is close 
to 1/:2 of I percentage point of GNP; and in Italy. where 
the debt ratio is much larger, the budget gap rises by 
a full percentage point of GNP. 

A lower rate of GNP growth also would affect the 
budget gap indirectly through its impact on the gov
ernment's primary balance. Since the elasticity of tax 
revenue with respect to GNP is typically greater than 
the elasticity of public expenditure with respect to 
GNP, a reduction in GNP growth can be expected to 
raise the government's primary deficit (or lower its 
surplus), thereby contributing to a further widening of 
the budget gap. Taking this effect into account roughly 
doubles the estimated impact of lower GNP growth 

11 The experiments consisted of recalculating the budget gap-
equation (3'}-under different assumptions about output growth 
and interest rates. 

•� The direct impact reflects the fact that lower G N P  growth 
will reduce the denominator of the debt/GNP ratio. thu� raising 
the overall ratio. 
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on the medium-term budgetary gapl> in most of the 
major countrie (Table 20, column 3). The smaller 
impact in ltaly reflects a substantially lower estimated 
tax elasticity for that country . 13 It is noteworthy that 
in Canada, the United Kingdom. and the United States. 
fiscal plans that were deemed to be sul>tainable on the 
basis of the baseline projections are now unsustainable. 
Similarly, in France and Germany. lower growth elim
inates the clear sustainability of fiscal plans. 

The results presented in columns (2) and (3) of 
Table 20 do not incorporate the effect of lower eco
nomic growth on interest rates, which would depend 
upon the underlying reason for lower growth. For 
example. if, under conditions of full employment. the 
growth of potential output were lower than anticipated 
but the projected expansion of nominal demand were 
to be maintained. pressure on resources would result 
in a rise in prices and. assuming unchanged monetary 
policy, a rise in interest rates. The rise in interest rates 
would raise debt-service co ts and widen the budget 
gap, reinforcing the adverse impact of lower growth 
through the other two channels. If. however, potential 
output were to expand as expected but the growth in 
nominal demand were lower than projected, interest 
rates would fall, lowering debt service and reducing 
the budget gap. The net effect on the budget gap arising 
from the different channels (a reduction through the 
interest rate effect. and a rise through the lower growth 
of GNP and budgetary revenues) would depend on 
their relative strength. 

A second set of experiments is aimed at calculating 
the effects on the budget gap of a I percentage point 
rise in the interest rate relative to the baseline prQjec
tion. assumed to be brought about by a reduction in 
the growth of money supply (Table 10. columns 4 and 
5). In this experiment. there is first a direct. positive 
link: a rise in the interest rate raises debt ervice and 
the budget gap in proportion to the size of the debt/ 
GNP ratio. The magnitude of this effect (Table 20, 
column 4) is the same as that of the direct effect of 
lower economic growth. Second. there is an indirect 
effect to the extent that the higher interest rate reduces 
GNP in the short run. This effect would tend to 
disappear over the long run as lower inflation would 
be accompanied by lower interest rates. stimulating 
demand and raising GNP. However, over the ix-year 
period considered here, the higher interest rate leads 
to higher budgetary gaps in all countries. The results 

11 The tax elasticitie� used in the analy�is are based on the 
his10rical relationship be1ween la" revenue and nalional income 
in each country. As economic integration proceed' in the 
European Community. tax elasticities may tend to converge a� 
tax systems are harmonized. Thus, m 1he future the budgetary 
impact of lower growth in Italy may well be nearer the norm in 
the other European countries. 
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presented in Table 20. column (5) were derived from 
a simulation performed with MULTIMOD.14 The es
timated increase in the budgetary gaps ranges from 
about '14 to Y4 of I percentage point of GNP in most 
of the major countries; again, the sustainability of 
fiscal policies in Canada and the United States. and to 
a lesser extent in the United Kingdom. is reversed. 
while the rise in unsustainability in Italy is much larger. 
about I '11 percent of GNP. 

Long-Term Budget Gaps 

The assessment of fiscal sustainability beyond the 
medium term is subject to considerable uncertainty, 
as long-term rates of interest and economic growth
as well as the long-term evolution of government 
revenues and expenditures-cannot be projected 
with any degree of precision. However. it may be 
useful to consider the macroeconomic and budgetary 
effects that might result from prospective shifts in 
demographic structure-in particular. the relatively 
rapid aging of the populations of most industrial 
countries-that are expected to occur over the next 
30-50 years. Column (6) in Table 20 presents the 
estimated budgetary gaps calculated on the basis of 
the long-term demographic simulations presented in 
the May 1990 World Economic Owlook.15 The re
sults highlight the substantial budgetary pressures 
that most countries are likely to encounter early in 
the next century owing to both higher expenditures 
(on medical services and pensions) and lower po
tential output growth (attributable to slower labor 
force growth). In particular, the unsustainability of 
Italy's fiscal position appears unlikely to be reversed 
over the longer term. and an unsustainable budg
etary situation appears likely to develop in Japan 
and Germany and. to a considerably lesser extent. 
in France and the United Kingdom.1h The more 

14 In the �imulation. monetary policy was tightened in all 
seven countries to the degree necessary to achieve interest rates 
I percentage point higher in each year during 1990-96. 

1' See World Economic OutlooJ... May 1 990. Supplementary 
Note 3. "Population Aging: An Attempt to Quantify the Long
Term Macroeconomic Effects." 

1" The demographic projections underlying this analysis were 
made before the procc�� of German unification got under way. 
The large-scale migration of young people from the German 
Democratic Republic to the Federal Republic of Gem1any that 
has taken place over the past year. and which may continue to 
some extent. could alter the projected age distribution of the 
population in the Federal Republic. and thereby delay the aging 

Summary 

sustainable fiscal positions i n  North America partly 
reflect the fact that substantial increases in depen
dency ratios i n  Canada and the United States are 
projected to occur only after 2025. much later than 
in Europe and Japan: through the fir t decade of 
the next century. the dependency ratios for Canada 
and the United States are even projected to decline.17 

Summary 

In conclusion. fiscal sustainability. as defined in 
this note. does not appear to be a significant problem 
over the medium term for the major industrial 
countries. with the notable exception of Italy. How
ever. this conclusion is quite ensitive to the un
derlying projections of interest rates and output 
growth. A I percentage point reduction in the rate 
of output growth or a I percentage point increase 
i n  interest rates over the medium term would sub
stantially worsen the fiscal sustainability problem 
in ltaJy and would make unsustainable fiscal policies 
in Canada, the United Kingdom. and the United 
States. Similar changes in growth or interest rates 
would raise questions about the sustainability of 
fiscal plans in France and in the Federal Republic 
of Germany. 

Moreover, sustainability over the medium term 
is a poor indicator of longer-term sustainability. 
Indeed, it would appear that expected demographic 
shifts after the turn of the century are likely to 
intensify fiscal pressures in Italy and give rise to 
such pressures in Japan and Germany, and to a 
lesser extent in France and the United K i ngdom. 
The shift in the budget gap between the medium 
and long term is particularly striking in the case of 
Japan. By contrast, i n  North America fiscal positions 
would appear to be sustainable through the first 
quarter of the next century. I t  should be emphasized. 
however, that this does not imply that current fiscal 
plans in North America are in any sense "optimal ," 
as discussed in the introduction to this note. 

process that was e-<pcctcd earlier. The results for the Federal 
Republic should therefore be interpreted with panicular caution. 
and they arc not necessarily indicative of the prospects for a 
united Germany. 

17 The dependenC) ratio is defined here a� the population 
under 1 5  years of age plus the population 65 years of age and 
older. divided by those 15-64 years of age. 
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Supplementary Note 3 

Uruguay Round: The Present State of the Negotiations 

General Issues 

The Uruguay Round of GATI negotiations, 
launched at Punta del Este in September 1 986. is 
far more ambitious and complex than the seven 
previous rounds of multilateral trade negotiations. 
It aim to devise trading rule and disciplines that 
will not only adapt the GAIT to the future, but also 
bring into the sy tern areas of trade that in the past 
have largely escaped the multilateral framework. 1 
The e include, mo t notably. agriculture and textile 
and clothing, a� well as areas that are entirely new. 
such as services, trade-related investment measures 
(TRIMs). and trade-related aspects of intellectual 
property rights (TRIPs). Success in these areas 
requires not only reductions in border measures but 
also major changes in national policies affecting 
trade. 

In July 1990, the Round's Trade Negotiating 
Committee (TNC) met at the official level in Geneva 
to take stock of what remained to be done in order 
to conclude the Round on time in early December 
1990.2 According to the schedule initially set in July 
1989, and subsequently reconfirmed, the TNC was 
to have before it basic negotiating texts from each 
of the 1 5  negotiating groups to allow it to consider 
a clear profile of the final outcome of the Round. 
The TNC was then expected to provide a political 
push toward the resolution of some of the difficultie� 
that had emerged. 

In the event. although a Chairman's draft was 
produced on chedule for each of the groups. many 
of the e texts represented individual national posi-

1 The -.tructure of the Uruguay Round and the main ts-.ue� 
'tre �ummanLed in the ho\ at the end of thi� note. 
• : The TNC ovcr,ee-. the work of the Group of Negotiation� 
on Good:. (wllh 14 �ub�idiary groups on topics relating to 
merchandi�e trade) and the Group of Negotiations on Service:,. 
1t doe� l>O at two level': officiab. chaired by the Director General 
of the GA·rr: and mmi,ter�. chaired by the Minister of Foreign 
Affair-; of Uruguay. 
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Lions. A� a result, most delegations expressed their 
disappointment at the degree to which the negotia
tions had fallen behinu and at the apparent lack of 
political will to resolve the basic difficulties. anu 
they called for substantive bargaining to begin with
out delay. This situation led the Chairman of the 
TNC to identify two requirements for the worl.. to 
proceed a� needed: first. governments should pro
vide new and more flexible instructions to their 
negotiators in the key areas of the Round: and. 
�econd. l inkages across subject:> should be u�ed 
po�itively to push the process forward, rather than 
negatively as hitherto. which had re ulted in gridlock 
in many area<;. The Chairman proposed a tight work 
program to allow the Uruguay Round to be com
pleted on schedule at the ministerial meeting during 
the first week of December, but it was clear that 
thi!> would be a formidable task. 

At this stage, there arc major differences on how 
to proceed in agriculture and in textiles and clothing. 
This is not surprising since, in these :,ectors. the 
introduction of multilateral disciplines to liberalize 
trade confronts deeply embedded structural prob
lems and opposition from protected domestic pro
ducers. These difficulties are also evident in '>leel. 
machine tools. electronic::., and automobiles. "'here 
protectionist trade policies take the form or mea
<,ures that arc not covered by GAIT di�ciplincs. 
such as voluntary export restraints (VERs). Solu
tions to these problems need to be compatible with 
the development of guidelines for trade in the ncv. 
areas and with effort'> to integrate developing coun
tries more fully into the multilateral trading system. 
The latter also involves political question� related 
to developing countries· views of their develop
mental needs and concerns about sovereignty. 

The developing countries are participating more 
actively in the Uruguay Round than in previous 
negotiations. In the past. they had little direct impact 
on the outcome of the negotiations and largely 
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benefited under the GA·rr·') . . mo!'>t favored nation 
. .  

( M FN J  provision from trade liberalization negoti
ated among industrial countrie:, without making 
concessions in return. This time. with export
oriented growth strategic� having paid off for some 
and many others adopting them, developing coun
trie') increasingly recogni1e that integration inLo a 
more liberal and strengthened trading syl>tem b 
ec.,l:.ential to the �ucCCl-.'> of their policicl>. l Thi'> 
recognition is also related to integration movel>-in 
the trade area. or along broader economic line!'>
among industrial countrie-,. 

The principal interest of the developing countries 
lie'> in improved market access generally. and par
ticularly in agriculture. textiles and clothing. and 
tropical products. as well as a reduction in tariff 
escalation.4 In addition, these countries stresl:. that 
their �pecific concern� �hould be a key factor in 
determining the degree of initial liberalization and 
the extent of subsequent commitments. In return. 
indul:.trial countries seek genuine commitments from 
developing countries in the new areas. increased 
tariff bindings, reduction!'> in nontariff barriers. and 
greater discipline in the use of trade restrictions for 
balance of payments reason!'>. 

The complexity of the Round was already evident 
when the mid-term review. initiated at the ministerial 
meeting in Montreal in December 1988. could be 
concluded only four month'> later in Geneva. In  
Montreal. participants reached agreement on: ( i)  the 
e'>tablishment of a trade policy review mechanism; 
( i i)  administrative streamlining of the GATT<> di:,
pute-settlement procedure�; (iii) implementation of 
some tariff reductions for tropical products: and (iv) 
procedures for the continuation of the negotiations 
in mol:.t areas. including l>ervices. But the basic 
di!->agreement on agriculture forced a ·"stopping of 
the clock . .. I n  addition. fundamental differences of 
view remained on textiles and clothing. safeguards. 
and TRIPs. The problem., in the three traditional 
area!> underscore the difficulty of dealing with en
trenched interests that have re�ulted from year� of 
protection; and those relating to TRIPs reflect the 
sovereignty concerns of developing countries, as 
well as the way linkages have been used in the 

' A<o a re-.uh. there ha\ been a wrge of GAIT acce<.-,IOn 
rcque<oh. 11 ith �even countric'> (Algeria. Bulgaria. China. El 
Salvador. Guatemala. Nepal. ;tnd Paraguay) in the negotiating 
pha,e. one country (Co\la R1cal Jt the ratification stage. and 
another ( Hondura�) negou:uing pro1 "ion a! acce<o'\ion. Tuni'>ia. 
Vcnctuela. and Bolivia have JU'>t completed the procc.,., of 
acccdmg to the GAIT. bringing the total membership to 'J9. In 
addition. the Soviet Union ha' rccentl} become a GATT ob· 
'ervcr. and faiwan Province of China ha\ applied for acce,'>ion. 

• rariiT e<,calation refer\ to ca'c' where tariff rate'> fM a 
commodity arc higher"' the uegrce of rrocc.,�ing incrca1.c,. 

Round. with a numher of countrie<; no douht t}-tng 
agreement on TRIP!-> to advance ... in agriculture. 

The timetable e'>lahli ... hed after the mid-term re
view envisaged that countrie!'> would put thetr po
l-.ition!> on the table by the end of December 1989 
( Pha!>e I ). that negotiating teXt!> would be provided 
by the end of July 1990 (Pha ... e :!). and that final 
compromises would be worked out and legal form 
given to agreed te\1'> in the remaining period up to 
the completion of the Round in December 1990. In 
the event. the \\Or" dtd not advance as planned. In  
Pha!>e I .  participant!> pre ... cnted and dil-.cu-,.,cd coun
try positionl:., but i'>�UC!> that were ba.,ic to the 
difficultie� encountered in the mid-term review con
tinued to hamper progrc�'>. Moreover, !>lippage'> 
occurred in  �omc area'>. most notably tariffs. where 
the negotiating proccs'> began seven month� later 
than had been envi.,aged. essentially becau'>c of 
difficulties in agreeing on the procedure., for C\.
changing conCC'>'>iOn'>. Thi'> delay spilled over into 
the negotiationl> on tariff-related area� and nontanff 
measure�. Progre-,., wa'> made on clarifying i-,-,uc-, 
ebewhere. such a!> in TRIP., and l:.ervicc-.. But it 
was only in Phase 2 that potential trouble spots took 
on clearer definition, resulting in apparenl backward 
movement in a number of areas, notably services. 
With the negotiations behind schedule. the time 
available for reaching difficult compromi'>C'> has 
been reduced to the 1 5  \\ orking week'> remaining 
between the TNC meeting and the Round·., conclu
'>ion in December. 

Status of Individual Groups 

Markel Access Areas 

Agriculture is the "ey to a succe.,sful conclu!>ion 
of the Round by December. Without �UCCC'>') in thi'> 
'>CCtor. the very rai ... on d'ctrc of the Round for a 
number of efficient agricultural producerl:. v.ould be 
compromil:.ed. with con:,equencc., for other part., of 
the negotiations. particularly the nev. area!>. fhe 
major problem is how to deal with export sub ... idie'>. 
Viewing them a<> the most distorting or all trade 
measures, the Cairns Group< and the United States, 
with wide support. seck commitment to their elim
ination according to an agreed time schedule. Rather 
than addressing export <;ub.,idie!'> a� a separate i'>'>UC. 
the European Community CECl would prefer to rely 
on reductions in internal l>Upport to narrov.. the 

' Argentma. Au,tralia. Hra/11. Canaua. Ch1le. ColomDiil. I IJI. 
Hungary. lndonc�ia. Malay""· Ne"' Lcaland. the Phihppmc'. 
Thailanu. anu Urugua}. 
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disparity between domestic and world prices and 
discourage production. thereby reducing the amount 
of export subsidies. 

The Chairman's draft agreement on agricultural 
reform, endorsed by the Houston Economic Summit 
as a means for intensifying the negotiations. suggests 
three elements: ( i )  progressive reduction of internal 
support. based on an agreed method to quantify the 
effects of price supports and production-related 
direct payments; (ii) tariffication of existing border 
measures. which would then be bound and gradually 
reduced; and (iii) phased reduction of export sub
sidies at a faster rate than that of internal support. 
Participants are to list all support and border mea
sures by October I ,  1 990. with offers for reduction 
to be submitted by October 1 5 .  There is agreement 
in principle on tariffication. but difficulties may still 
arise because the EC wishes to maintain part of its 
variable levy system to protect against exchange 
rate changes and large fluctuations in world prices. 

More than halfofthe trade in textiles and clothing 
is regulated through the Multifiber AtTangement 
( M F  A), under which bilateral import quotas are set. 
mainly on imports from developing countries.6 The 
main difficulties in the negotiations on textiles and 
clothing lie in agreeing on a method for integrating 
this sector into the GATT. Most parties. including 
the European Community. favor phasing out the 
MFA over a yet-to-be-agreed period. while the 
United States favors conversion of M F  A restrictions 
to a global quota system to operate during the 
transition period. Opposition to the U .S. proposal 
rests on the view that, first. the global quota system 
could be more restrictive than the current MFA 
and. second. it would put restrictions on producers 
currently not adversely affected by the MFA (for 
example. the EC and some of the least developed 
countries). There is also scope for restriction in the 
EC proposal. which would allow the use of bilat
erally agreed import restrictions until the end of the 
transitional period. Although there is a consensus 
on the need to integrate textiles and clothing into 
the GATT. the insistence of large importers on 
lengthy transition periods-at least ten years-and 
unspecified transitional safeguard mechanisms, even 
though monitored by a surveillance body. gives rise 
to doubts about the potential for significant liber-

b The present arrangement. covering the period August 1986 
to July 199!. is the fourth in a series that began in 1974. The 
MFA. like it� predeces:,ors. the Short-Term Arrangement on 
Cotton Textiles ( 196 1-62) and the Long-Term Arrangement 
( 1962-73). i� based on the principle that industrial countries. 
which are the major importers in this \ector. need special 
protection against . .  market disruption .. by lower-cost suppliers. 
primarily developing countries. 
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alization. The recent TNC made clear that. unles!> 
progress is made in this sector. the developing 
countries are unlikely to make significant conces
sions elsewhere. 

In the other market access areas. the outlines of 
a final package also remain to be clarified. The 
commitment (at the mid-term review) to an average 
one-third cut in tar(ff.� is proving hard to achieve. 
in part because previous Rounds have left some 
pat·ticipants. mainly industrial countries. with tariffs 
concentrated in sensitive sectors. So far. the weighted 
average of offers is about J 5 percent. with some 
countries silent on agriculture. and several deve
loping countries have not yet made any offers. 

On tropical products and nawral resource-based 
products. tariff escalation is the main issue. For 
tropical products. the exclusion of agriculture from 
some participants' offer lists also causes difficulties. 
as does the fact that developing countries enjoying 
regional preferences (for example. under the Lome 
Convention) are seeking compensation from other 
producers for any eventual narrowing of their margin 
of preference. I n  natural resource-based products. 
matters are complicated by the EC's insistence on 
including access to fishing rights: this is opposed by 
most other participants as having been covered 
elsewhere (Law of the Sea). On non tariff measures, 
several participants have tabled requests. but re
sponses have been slow and are dependent on a 
clear view of agreements on tariffs. All this may be 
helped by the fact that the four traditional market 
access groups (that is. tariffs. tropical products. 
natural resource-based products. and nontariff 
measures) will hold some joint meetings from now 
on. However. some issues are closely linked to 
discussions in other groups. for example. agriculture 
and safeguards (for nontariff barriers). where basic 
decisions have yet to be made. Countries have until 
October 1 5 ,  1 990, to present their offers, after which 
line-by-line negotiations, a technically demanding 
and time-consuming process. will proceed. 

Rule-Making Areas 

Improved market access goes hand in hand with 
strengthened trade rules to ensure predictability of 
market access with agreed conditions for temporary 
limitations. The negotiations have made some prog
ress but difficulties remain in the areas of anti
dumping measures. subsidies. safeguard!>. the use 
of restrictions for balance of payments purpose!>. 
and dispute settlement. 

The difficulties regarding antidumpin� measures 
are all the more important as the frequency of their 
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U'>l.! i .,  on the ri-.e ." There arc t\\ o problem� regarding 
the current u�e of antidumping action-.. Fir�t. coun
tric-. again�! which actilln'> arc taken are concerned 
that the antidumping proce�., i� unpredictable and 

can rc-.,ult in hara�-;mcnt or their exporter-; and 
incrca-.c the CO'it of e'porting. Second. there arc 
the concern-; of countrie'> levying dutic.;; to prevent 
circumvention. including the location of as-.cmbly 
llperation-. in importing countric., or third countrie-.. 
A propo-.ed Chairman ·., te't would have greatl) 
tightened the rule-. to guard again'>t hara�'>ment .  at 
the -.amc time providing ne'.\ rule'> against cin.:um
vcntion. Although thi-. \'.Ould arrear to have met 
hoth concerns. the rroro-.al found lilllc -;uprort. A'> 
neither the EC nor the United State., is likely to 
move on textile., and clothing unk'>'i their concern-; 
about circumvention arc allayed. the need to re'iolve 

the ... c problem., i'> urgent. 
While there i-. general agreement regarding the 

cla.,-.,ification of \11/Hiclie.\ into three group-.-tho ... e 
that \\Ould be prohibited outright. tho�e again-.,! 
\\ hich countcrvailing action-. v.ould be appropriate. 
and tho-;c that would be freely allowable-there i'> 
little agreement on the comro'\ition of each category. 
lndu'\trial export .whsidh·.,· arc prohibited under the 
GATT Sub�idies Code: and the United State'> would 
al'>o ban agricultural export -.ub ... idiec, and tho�e that 
... evcrcl} di�ton trade <for e'ample. �ubc,idie-., that 
encourage the uc,e of dome-.tic input�). The EC 
mamtain'> that domc ... tic -..uo-.idic'> '>hould generall� 
he aiiO\\eJ. but i f  negati\C trade effect� can be 
dcmon-..trated. they '>hould be -.,ubjcct to more strin
gent and hetter defined countervailing measure<,.x 
The EC \\OUid include in the definition of indu-.trial 
exrort '>Ub-;idic� any ... ub-.,idy that relates to export 
performance: it argues. hov..cvcr. that agricultural 
e'port -.ub-.,idie� �hould be part of the negotiation'> 
on agriculture. Fe\\ developing countrie� have ac
cepted the Sub-..idie'> Code. and mo�t rc�i'>t any 

lHIInght prohibition. arguing that '>ub-;idies arc an 
C'>'>Cntial tn'>trumcnt in the development proce'>'>. In 
thi-.. regard. other participant-., maintain that accep
tance of obligation., '>hould be con�i'>tent with a 
country · .,  level or development (that is. they in-.,i ... t 

on progrc��ivc graduation). 

\ll.:r tanll\ . .  tntiuumpln!! dut1.:' ha'.: hc.:omc the mtht 
lt.:qu.:ntl\ ln\t)l...:d tr.tdt: ruhn '"'trumcnt in o,ome O:tlllntflt:o,. 
''"..:.: llJXII the rour k<tdln!! '".:r' of .tnt 1dumpmg mca,ur.:' 
I \u,traha. C;tnada. the I (. . •  tnd th.: l ntt.:J Stalt:'>l ha\.: llllltah:J 
'''er l .llOU ln, c-,ugallon,. of \\h1..:h 'om.: �U r.:rc.:nt h<l\t: I.:J ''' 
pmtcctl\.: a..:t1on. 1-unh.:r. an in.:rc.�'>tn!; numt>.:r of de' clopm�; 
.:UIIIl(IIC' ha' <tUOptcJ. llr " Ill th.: pro.:c" llr aullpllng. <tlllt 
tl11111p1ng lcgi,Jatton. 

' I  h..: 1"uc' of hara,,m..:nt and ClrCIIfl1' cnt1on arc al'>o prom· 
111C11l 111 th.: J".:lh,i<ln' llll <:tH111lCI \ itlhng nf 'Ub,idit:'>. 

On H({eg/lard'. the li'>C of gre) area mea ... urc-.
'>UCh as voluntary e'port t·e-.,traint-..-again'>t import 
'>Urge� i� the ml)�t imrortant concern.� Predictably. 
the most critical i��uc remaining b whether -.arc
guard measurcc, �hould be applied on a nondi.,crim
inatory basi�. or ... electivclv. rhc EC argue-., that 

-.tricter GATT control "' ithout -.,electivity cannot be 
'>ll'>taincd and \\ ould kad to rcne\\ cu outhrcal,.-., nf 

grey area mea-;ure'i. Opponent'>. tncluding the '>lllaller 
indu-.trial count rie-. and the de\eloping countnc'>. 
arc concerned ahout their vulnerabilit) \ t-.-a-\ '" 
major market countrie'> and the potentt<tl u-.,c of 
'>elective '>afeguard'> tO undercut '>liCCe�-.ful -.htfh or 

rc..,ources towHrd export-. hy countrie.., in the proce..,� 
or �tructural aJju�tment. 

Under the GArr·:-. Article�. there arc provi ... iorh 
f"or a contracting party to introduce import rc-.tnc
tion'> to deal with lwlonce t�/ payment.\ prohlt'/11.\ . 1" 

11 i'> in thi'> area that GA n collaboration \\ t th the 

l· und i'> clo-;e-.t. \\ ith the hrnd pia� ing an accepted 
and e-.tablic,hed ... tatutor) role in the GATT"., Bal
ance or Payment... Committee regarding the a ...... e ... -.
mcnt of the balance of pa) mcnt� ju�tification for 
the introduction or maintenance of import rc-.,tric
tion�. At issue i� whether the'>c balance of payment� 
provisions meet current circum-.,tances. and thi-. 
question ha-; become the only hroad-ba-.,ed North/ 
South i�sue of the Round. l ndu'>trial countrie ... '>Ire-.,., 

that the pro\ ;.,ion-., -.hould he rationaliLed and tight
ened. particular!� to gi\e preference to pricc-ba-.ed 
mca�urec, and lO ... hortcn thctr period or application. 
Developing countrie'> maintain that there i'> nu ncl.!u 
for change. 

A sound mult ilateral trading �y�tcm requtre ... ef
fective dispute selflement. Although the mid-term 
review put in place mlmini ... trativc procedure-., to 
'>pccd the proCe'i'>. t \\ o J')roblem-. remain: length) 
Jelay" in adopting di-.,putc panel finding'>. a-. adop
tion i-. by con�cn'>U'> aiiO\\ ing an) one part) to bloc" 
the procec,c,: and length) lag'> in implementatiOn. 
With regard to adllption. there i'> gro\\ ing '>llpport 
for an appeab procedure \\ 11h propo::.al... ranging 
from a binding pronouncement by an c'pert appeal-., 
hody to normal Council procedures. on a con'>en-.u'> 
ba-;is. following the appeal-. proced ure. With rc-.,pcct 
10 implementation. �uggc-.tion:-. have been made ror 
-.trict time limit� followed b) \\ ithdrav.al or trade 

concc-..:-.ion� by the complainant. Many participant-. 
abo seck a commitment to multilatcrali�m. includtng 

'' Stnce 19!!0. T (j,\ l't '"IC!!UaiJ mc.t,ur.:' ha\c h.:.:n intrt\· 
duccd. compared " tth 17-1 \oluntan C'\port r.:,tralnl' 

'" L!nJcr the Gt\Tf. tl ad.: rc,trh.:lltlll' can ne impo,cd ltu 
ha lane.: of pa� mcnh rc • ..,tH1' h} inJu,trial cuuntri.:' c \rtit:lc 
"\ I l l  anu by Jcvcloping COlllllll<.:' ti\ltldc X\'1111.  IIO\IC\CI. Ill 
recent year' recour'c to 1 h..: (tll lllCI h:" h.: en rare 
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the assurance that GATT members will refrain from 
imposing GAIT-inconsistent trade measures unilat
erally or bilaterally. At issue here is the operation 
of Section 30 I of the U .S.  Omnibus Trade Act, as 
well as the question of voluntary export restraint. 
The U nited States holds that strong, enforceable 
rules arrived at i n  the context of the Uruguay Round 
would obviate the need for unilateralism or 
bilateralism. 

In other rule-making areas, draft negotiating texts 
have been agreed for licensing (to reduce discretion), 
customs valuation (to prevent "false" pricing), gov
ernment procurement (to increase the participation 
of developing countries), and technical barriers to 
trade (to bring transparency to standards). In  ad
dition, there is provisional agreement on strength
ening procedures on supplying information on duties 
and charges and on state trading enterprises; on 
placing time limits and stricter surveillance on the 
use of GATT waivers; and on phasing out the 
GATT' s "grandfather clause," under which coun
tries have maintained GAIT-inconsistent measures 
that predate their GATT membership. However, 
final acceptance of the latter two agreements i s  
conditional o n  achieving success in  agricultural 
reform. 

The New Areas 

l n  the new areas of TRIPs and TRIMs, the shape 
of a possible agreement is emerging, although tough 
problems remain. In services, earlier relatively fast 
progress appears to be unwinding as basic problems 
emerge. 

The essential problem concerning TRIPs i s  to 
balance protection for the holders of intellectual 
property rights with developing country concerns 
regarding the free flow of technology transfer. The 
Chairman's text reflects two opposing approaches 
based on proposals by a number of industrial coun
tries and by a group of 14 developing countries. ' '  
While industrial countries share a common approach 
to TRIPs and would integrate it into the GATT, 
some important differences remain, which may be 
time-consuming to resolve. 12 B y  contrast, the group 
of 14 developing countries caJJs for only incorpo
rating directly trade-related aspects of intellectual 

" Argentina, Brazil, Chile, China. Colombia. Cuba. Egypt. 
India. Nigeria. Pakistan. Peru. Tanzania. Uruguay. and Zim
babwe. 

12 The main differences include (i) the U.S. approach of "first 
to invent'' for patent protection. against the practice of others 
who use "first to file": and (ii) appellations of origin. where the 
EC seeks stronger protection for geographical origin names (for 
example. champagne). 
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property rights into the GATT (that is, trade in 
counterfeit and pirated goods), but would leave the 
standards issue to the World Intellectual Property 
Organization (WJPO). As this body has no real 
enforcement powers. this solution would meet the 
insistence by developing countries that standards 
be administered flexibly so as to fit countries· policy 
objectives, including development and transfer of 
technology. This proposal, however, is not seen as 
representing the general view of developing coun
tries; in particular, some large Asian trading nations 
appear to accept, with qualifications. the approach 
of the industrial countries. 

On TRIMs, basic differences fall along country 
lines in much the same manner as in TRIPs. The 
United States would prohibit all TRIMs that by 
their nature restrict trade, but would allow a tran
sition period, graduated by level of development. 
for their elimination. This position, with the quali
fication that some TRIMs could be handled under 
existing GATT disciplines, is supported by most 
other industrial countries. At the other end of the 
spectrum, another group of 14 developing countries13 
rejects any prohibition of TRIMs, arguing that their 
development needs require almost total flexibility 
on investment policies. The Chairman's text con
tains both proposals and suggests a compromise. 
which reflects extensive informal consultations. Based 
on existing GATT Articles on national treatment 
and quantitative restrictions. the text could lead to 
prohibition of a number of TRIMs (for example. 
local content rules and linkage of imports to export 
earnings). It also includes the option that other 
TRIMs (for example, minimum export require
ments) would either be prohibited through new 
provisions, or compensated for under GATT rules 
to redress trade distortion. 

Industrial countries and many middle-income de
veloping countries have accepted the Chairman's 
text as the basis for further negotiations. albeit with 
reservations. Many industrial countries consider the 
draft' s  prohibition of TRIMs to be too narrow: by 
contrast, nearly all developing countries consider 
that it has gone too far and does not take their 
development concerns into account. However, many 
delegations believe that numerous brackets in the 
text can be eliminated faiTiy easily once there i s  
progress elsewhere in the Round. Thus, the linkages 
with progress in agriculture. tropical products. and 
textiles and clothing-particularly if  coupled with 
lengthy transition periods for phasing out existing 

n Bangladesh, Brazil, China, Colombia. Cuba. Egypt. India. 
Kenya, Nigeria. Pakistan. Peru. Sri Lanka. Tannnia. and 
Zimbabwe. 
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TRIMs-are the key to bringing about broad ac
ceptance of a limited prohibition approach. 

Deliberations on services-after the initial success 
of a broad acceptance that the Round should include 
a services agreement-have raised fundamental 
problems that remain unresolved. There is still no 
agreement on the basic approach to the negotiation. 
the use of the p1inciple of MFN, and the scope of 
coverage. Ir appears that an earlier EC-United States 
compromise on the basic approach is unraveling, 
partly because of attempts to introduce flexibility 
to reach agreement with some developing countries. 
A major problem concerns upfront liberalization: 
even a standstill would not be acceptable for some 
developing countries as they believe that their de
velopment concerns require flexibility to tighten the 
regulatory system as needed. B y  contrast, countries 
with very open systems would not simply accept a 
freeze. With regard to MFN treatment, there are 
two problems: the first involves the question of 
different national regulatory standards. which could 
perhaps be resolved by qualifications to the M F N  
principle a s  contained, for example, i n  health and 
other quality standards in the goods area; the second 
question is whether, under MFN treatment, those 
advantages inherent i n  bilateral economic treaties 
(relating, for example, to investment or landing 
rights) should be conveyed to all signatories. On 
coverage, most participants argue for the inclusion 
of all sectors on the basis that there could be 
extensive reservations, at least initially. However, 
the fact that major trading nations may reserve 
certain sectors is considered too large a breach of 
the concept of universality by others. 

As these problems go to the core of any agree
ment. and with no resolution currently in sight, 
many participants believe the Round would do well 
if agreement in principle can be reached by the time 
ministers meet in December. In contrast to the 
standstill, and even rollback, of progress in the 
general services negotiations, advances appear to 
have been made in some sectors that initially were 
considered to be among the most difficult-namely, 
financial services and telecommunications. This re
flects the success of intensive discussions at the 
expert level in defining the problems and indicating 
a range of solutions. Nevertheless, the question of 
how to fit these sectors into an overall services 
agreement remains, particularly since some major 
participants still prefer agreements, if any. to be 
free-standing. especially i n  the case of financial 
services. 

The jurisdiction of the Fund is relevant in the 
area of services, most particularly in financial ser
vices. All participants accept that any eventual 

Status of Individual Groups 

agreement would need to specify that nothing in its 
provisions should contradict or contravene the Fund's 
Articles or their intent. I n  addition, participants are 
also discussing the Fund's role in helping to assess 
the appropriateness of restrictions on service-related 
payments and transfers for balance of payments 
reasons under the GATT. 

The GATT System 

Finally, discussions regarding the functioning of 
the CA TT system have revealed a wide divergence 
of views, and little further progress is likely without 
decisions at the political level. The main points 
concern the GA TT's contribution to better coher
ence i n  global economic policymaking, including 
the question of how to strengthen collaboration 
between the GATT and the Bretton Woods insti
tutions, and what form, if any. increased ministerial 
participation should take. 

With regard to the links between the GATT and 
the Fund and the World Bank, two approaches are 
under discussion. The first involves a bottom-up 
approach to allow cooperation to develop pragmat
ically i n  response to those issues that need to be 
addressed jointly. The second approach mandates 
formal institutional links from the top down. includ
ing formal meetings at different levels; exchange of 
personnel; and periodic joint reports on global eco
nomic issues falling within the mandates of the three 
institutions. In addition, the EC has proposed adopt
ing at the end of the Uruguay Round a joint GATT/ 
Fund/Bank Ministerial Declaration on "Coherence 
between Trade, Monetary. and Financial Policies . "  

On the question of ministerial involvement in 
guiding a strengthened GATT, little agreement ex
ists, as many of the participants do not want to 
create another restricted group, which they fear 
would inevitably be dominated by the major coun
tries. On all these issues, almost all participants feel 
that decisions need to be deferred until a clearer 
outline of the shape of the future GATT has emerged. 
This view is held particularly strongly by the de
veloping countries, which see most proposals in this 
area as attempts to tighten multilateral disciplines 
on them. 

On the institutional shape of the GATT, two 
participants have proposed an agreement in principle 
at the end of the Round to establish a new body
a World Trade Organization (WTO), proposed by 
Canada. or a Multilateral Trade Organization (MTO). 
proposed by the EC. This organization would bring 
under one administrative umbrella the existing mul
tilateral trade agreements (GATT and the Tokyo 
Round Codes) and those expected to be developed 
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in the context of the Uruguay Round (the new 
arcal.). Other� believe that the proposed organiza
tion could go further. There is virtual consensus 
that detailed con�ideration of such an organization 
at the pre�ent time would divert attention from the 
large number of i��uc� yet to be resolved. But there 
i!> broad acceptance-if not actual support-for 
:.ome such organiLation if the Uruguay Round i s  a 
success. At the ')ame time. many hold the strong 
view that move� toward any such organization 
should not be used to disguise a failure of the Round 
to achieve structural changes in the trading system 
and significant liberalization. 

Concluding Remarks 

The deep sense of concern that emerged from the 
recent TNC meeting is evidence that a failure to 
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achieve a -.ub!>tantivc outcome in the Uruguay 
Round is not acceptable to participants. The Chair
man. in concluding the meeting. set out clearly v.hat 
is at '>take in term!> of dbruption to the growth of 
cro��-border flow� of good-,. services. and inve-.t
ment. With the inten�ification of cross-border link:. 
during the pal.t two decade�. no participant in the 
Round i-. too large or small to walk awa� from it 
without suffering considerable costs to dome'>tic 
employment and income: these costs obviou�ly 
would be significantly higher if the Round were not 
to fulfil! its goal of setting the guidepoo;ts for a 
liberal, multilateral trading system for the decades 
ahead. 
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Uruguay Round: Structure of the Negotiations 

The negottallons are conducted by the Trade 
Negotiations Committee (TNC), with the subsid
iary bodies. the Group of Negotiations on Goods 
(GNG). and the Group of Negotiations on Serv
ices (GNS). The GNG has 1 4  negotiating 
subgroups. 

The Negotiating Groups and the 
Main Issues 

A. Traditional Market Access Areas 

(a) Tariffs 

(b) NontaritT measures" 

(cl Natural resource
based products 

(d) Tropical producls 

One-thiru. trade-weighted 
reduction agreed at the mid
term review. 
Significant reductions by all 
participants. 
Substantially reduce tariff 
escalation. 
Eliminate dutie� on 
unprocessed products and 
deal with tariff escalation on 
�emi-processed and 
processed products. 

B. Nontraditional Market Access Areas 

(e) Textiles and clothing 

(0 Agriculture 

Integrate Lhe sector inlo the 
GATT. 
Establi�h a market-oriented 
agricultural trading system 
lhrough a substantial and pro
gressive reduction in support 
and protection. 

C. Rule-Making Areas 

(g) GATT Articles Activitie� of state-trading 
enterprises, waivers. the 
grandfalhcr clause. 
negotiating rights in 
renegotiating tariff binding), 
and I he 4se of trade measures 
for balance of payments 
reru.ons. 

(h) MTN agreeme01s and Clear and improved rules on 
arrangements I he use of antidumping 

measures. 
(iJ Safeguards Agreemenl on appropriate 

res1rain1 in 1he use of 
temporary restrictions to 
guard domestic producers 
again�t import surges. 

•• Includes prohibition�. quotas, nonautomatic licensing. stale 
monopolies. tariff quota�. voluntary export restraints, import
deposit schemes. technical standards, sanitary regulations, and 
customs formalities. 

(j) Subsidies 

(kl Dispute �ettlement 

D. The New Areas 

m Trade-related aspecb 
of intellectual 
property rights 
(TRIPs). including 
trade in counterfeit 
goods 

(m) Trade-related 
investment measures 
(TRIM�) 

tnl Service� 

Restrain the U\e of �ubsidie� 
and produce clear rules on 
countervailing mea�ures. 
Shorten delays on the 
adoption of finding� and 
assure their implementation. 

Develop rules to protect 
intellectual property rights \O 
they do not themselves 
become barriers to 1rade. 

Disciplines to avoid lhe 
adverse trade effects of 
investment mea�ures. 
Establi�h a multila1eraJ and 
comprehensive framework for 
trade in services. 

E .  The GATT System 
(o) Functioning of the 

GATT system 
Enhance GATT surveillance. 
improve the GATT's overall 
effec1ivenes�. and increa�e its 
contribution 10 coherence in 
economic policymaking. 

Linkages in the Negotiations 

The breadth of the negotiations gives rise to 
numerous linkages: 

Political and tactical linkages relate substantial 
liberalization in agriculture, especially for deve
loping countries, to agreement in the new areas: 
progress on agriculture. together with movement 
on textiles, may unblock developing country 
acceptance of greater discipline on the use of 
temporary import restrictions and concessions on 
tariff reductions and bindings. 

Natural linkages relate results in agriculture to 
tariffs, tropical products. natural resource-based 
products, GATT Articles (for time limits on waiv
ers and the phasing out of the grandfather clause). 
and subsidies. Advances in textiles are linked to 
negotiations on antidumping and countervailing 
rules; this in turn could determine the readiness 
of some major traders to agree to nonselectivity 
for safeguards. Improved rules, giving greater 
certainty to enhanced market access. will be 
important in achieving a commitment in dispute 
settlement to adherence to multilateralism. All 
these elements will outline the future role of the 
GATT and condition the decisions needed on the 
functioning of the GAIT system. 
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Statistical Appendix 

Assumptions and Conventions 

The statistical tables in this appendix have been 
compiled on the basis of information available on 
or before September 10. 1990. The recording of the 
figures for l 990 and beyond with the same degree 
of precision as the historical figures i s  solely a matter 
of convenience; it is not intended to convey any 
connotation regarding the degree of accuracy at
taching to these estimates and projections. 

The estimates and projections for 1990 and 199 I 
are predicated on a number of assumptions and 
working hypotheses: 

l .  For the major currencies. the average exchange 
rates in August 1990 will remain unchanged i n  real 
terms through the end of 1991 . 

2 .  ··Present" policies of national authorities will 
be maintained. 

3. The price of oil will average $20.59 a barrel in 
1990 and $22.75 a barrel in 1 99 1 .  These averages 
are consistent with an assumed oil price level of 
$26 in the final quarter of 1990 coming down to the 
new OPEC reference price of $2 l in the fourth 
quarter of 1 99 1 .  Thereafter. the oil price will remain 
unchanged in real terms. 

4. With respect to interest rates. the six-month 
U.S.  dollar LlBOR is assumed to average 
8.4 percent in 1990 and 8.0 percent in 1 99 1 .  Interest 
rates on assets denominated in other currencies will 
differ. 

U .S.  dollar/SDR conversion rates used in this 
report are. for the h istorical period. the geometric 
averages of daily rates given in the Fund's Inter

national Financial Statistics OFS).  For 1 990 and 
1 99 1 .  the exchange rate assumptions specified above 
imply average U .S. dollar/SDR conversion rates of 
1 . 343 and 1 .383. respectively. 

Classification of Countries 

The group of industrial countries (23 countries) 
comprises: 

Australia 
Austria 
Belgium 

Canada 
Denmark 
Finland 

France 
Germany. Fed. Rep. of 
Greece 

Iceland Netherlamh Sweden 
Ireland New Zealand Switzerland 
Italy Norway United Kingdom 
Japan Portugal United State:� 
Luxembourg Spain 

The seven largest countrie� in thi� group in term� 
of GNP-the United States. Japan. the Federal 
Republic of Germany, France. the United Kingdom, 
Italy. and Canada-are collectively referred to as 
the major industrial countries. 

The European cotmtries are defined as all indus
trial countries excluding the United States. Japan. 
Canada. Australia. and New Zealand. Among the 
European countries, the current members of the 
European Community are dist inguished as a 
subgroup. 1 They are: 

Belgium 
Denmark 
France 
Germany. Fed. Rep. of 

Greece 
Ireland 
Italy 
Luxembourg 

Netherland'> 
Portugal 
Spain 
United Kingdom 

The del'eloping countries include all other Fund 
members (as of mid-1990).2 together with certain 
essentially autonomous dependent territories for 
which adequate statistics are available.' The re

gional breakdowns of developing countries conform 
to the classification used in the Fund's International 

Financial Statistics. In this classification. Egypt and 
the Libyan Arab Jamahiriya are classified as part 
of the Middle East. not Africa. 

In addition to their regional classification. the 
developing countrie!:> are also grouped according to 
analytical criteria. Specifically, countries are clas
sified by ( I )  predominant export ; by (2)  financial 

' Compo�ite data shown in the table:. under the heading 
European Community ( ECl cover the currt!lll members of the 
EC for all year�. even though the membership ha<; changed over 
time. 

� Data for Angola are not yet integrated \� ith the World 
Economic Out/oo/.. data base. 

' The term "country" used in this report doe� not in all ca�e' 
refer to a territorial entity that i:, a stale a<, understood by 
international Jaw and practice. The term also cover� some 
territorial entitie� that arc: not states but for which data are 
maintained and provided internationally on a separate and 
independent basis. 
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criteria; and (3) in a number of miscellaneous 
groups. 

The first analytical criterion, by predominant 
export category. distinguishes among five groups: 
fuel (SITC (Standard International Trade Classifi
cation) 3) ;  manufactures (SITC 5 to 8, less diamonds 
and gemstones): non-fuel primary products (SITC 
0. 1 .2.4. and diamonds and gemstones) :  ' 'services 
and private transfers," and "diversified export base." 

A further distinction is made among the exporters 
of non-fuel primary products on the basis of whether 
countries' exports of primary commodities consist 
primarily of agricultural commodities (SITC 0, 1 .2 
except 27. 28, and 4) or minerals (SITC 27 and 28 
and diamonds and gemstones). 

The financial criteria first distinguish among net 
creditor and net debtor countries. Countries in the 
latter, much larger, group are then distinguished on 
the basis of two additional financial criteria: by 
predominant type of creditor and by the degree of 
debt-servicing difficulties they have faced. 

The country groups shown under the heading 
.. miscellaneous groups" constitute sub-Saharan Af
rica;� 1 2  major oil exporters: net debtor fuel ex
porters; 4 newly industrializing Asian economies: 
small low-income economies: and 1 5  heavily in
debted countries. 

Table A presents a breakdown of all developing 
country groupings according to the proportion of 
GDP. exports of goods and services, and level of 
indebtedness. A detailed account of the analytical 
country classification scheme is provided below. 

Countries Classified by Predominant Export 

Fuel ( 1 8  countries) 
Countries whose average 1 984-86 ratio of fuel 

exports to total exports exceeded 50 percent are 
assigned to the fuel category. The group comprises: 

Algeria 
Cameroon 
Congo 
Ecuador 
Gabon 
Indonesia 
Iran. Islamic 

Rep. of 

Iraq 
Kuwait 
Libyan Arab 

Jamahiriya 
Mexico 
Nigeria 
Oman 

Qatar 
Saudi Arabia 
Trinidad and Tobago 
United Arab Emirates 
Venezuela 

Non-fuel exports ( 1 14 countries) 
This category identifies countries with total ex

ports of goods and services including a substantial 
share of (a) manufactures. (b) primary products, or 
(c) services and private transfers. However. coun
tries whose export structure is so diversified that it 
does not fall clearly into any one of the other three 

• Excluding Nigeria and South Africa. 
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Table A. Developing Countries: Shares of Various 
Subgroups in Aggregate GDP. Exports of Goods 
and Services, and Debt Outstanding, J 985-87 
(In percent) 

Exports of 
Good� and 

GDP Service:-. Debt 

Developing Countries 100.0 100.0 100.0 

By region 

Africa 12.1 1 1 .0 15.7 
Asia :13.9 41.6 25.7 
Europe tU:l 10.1 10.1 
Middle East 15.7 19.9 12.8 
Western Hemisphere 29.4 17.3 35.7 

By predominant export 

Fuel 21'.9 21'.8 n.s 
Non-fuel exports 7 1 . 1  7 1 . 2  ns 

Manufactures 48.8 49.3 36.1 
Primary product� 1 2 . 1  8 . 1  18.8 

Agricultural products 10.1 5.6 13.6 
Minerals 1.9 2.5 5.2 

Services and private tran�fer� 3.6 4.7 7.7 
Diversified export base 6.6 9.1 9.9 

By financial criteria 

Net creditor countries 13.5 2 1 . 0  5.2 
Net debtor countries 86.5 79.0 94.8 

Market borTowers 37.8 41.7 43.9 
Diversified borrowers 3!1.0 :!!U! J 1.8 
Official borrowers 10.7 8.6 19.2 

Countries with recent 
debt-�ervicing difficulties 48.3 34.2 61.6 

Countrie� without 
debt-servicing difficulties J!U 44.8 33.2 

Miscellaneous groups 

Sub-Saharan Africa 4.2 3.9 7.5 
Twelve major oil exporters 21.8 23.4 16.9 
Net debtor fuel exporters 17.9 14.7 23.2 
Four newly industrializing 

Asian economies 7.4 24.5 5.5 
Small low-income economic!> 6.2 3.5 9.0 
Fifteen heavily indebted countries 33.7 20.4 41.5 

groups are assigned to a fourth group, (d) diversified 
export base. 

a. Economies whose exports of manufactures 
accounted for over 50 percent of their total exports 
in 1 984-86 are included in the group of exporters of 
manufactures ( 1 5  countries). This group includes: 

Brazil 
China 
Hong Kong 
Hungary 
India 

Israel 
Korea 
Poland 
Romania 
Singapore 

Tawian Prov. of China 
Thailand 
Tumsia 
Turkey 
Yugoslavia 

b. The group of exporters of primW}' products 
(53 countries) consists of those countries whose 
exports of agricultural and mineral primary products 
(SITC 0. 1 ,2 .  and 4. and diamonds and gemstones) 
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accounted for at least half of their total exports in 
1984-86.5 These countries are: 

Afghanistan Ghana Paraguay 
Argentina Guatemala Peru 
Bhutan Guinea Rwanda 
Bolivia Guinea-Bissau Sao Tome and Principe 
Botswana Guyana Solomon Islands 
Burundi Honduras Somalia 
Central African Kenya Sri Lanka 

Rep. Lao People's St. Vincent 
Chad Dem. Rep. Sudan 
Chile Liberia Suriname 
Colombia Madagascar Swaziland 
Comoros Malawi Togo 
Costa Rica Mali Uganda 
Cote d"lvoire Mauritania Uruguay 
Djibouti Mauritius Viet Nam 
Dominica Myanmar Za'ire 
El Salvador Nicaragua Zambia 
Equatorial Guinea Niger 
Gambia. The Papua New Guinea 

Among primary products a further distinction is 
made between agricultural products and minerals. 
The group of mineral exporters ( 1 3  countries) com
prises: 

Bolivia 
Botswana 
Chile 
Guinea 
Guyana 

Liberia 
Mauritania 
Niger 
Peru 

Suriname 
Togo 
Zal're 
Zambia 

The agricultural exporters (40 countries) consist 
of all other exporters of primary products. They 
are: 

Afghanistan Equatorial Guinea Nicaragua 
Argentina Gambia. The Papua New Guinea 
Bhutan Ghana Paraguay 
Burundi Guatemala Rwanda 
Central African Guinca-Bissau Sao Tome and Principe 

Rep. Honduras Solomon Islands 
Chad Kenya Somalia 
Colombia Lao People's Dem. Sri Lanka 
Comoros Rep. St. Vincent 
Co�ta Rica Madagascar Sudan 
Cote d"lvoire Malawi Swaziland 
Djibouti Mali Uganda 
Dominica Mauritius Uruguay 
El Salvador Myanmar Viet Nam 

c .  The exporters of services and recipients of 
private transfers (33 countries) are defined as those 
countries whose income from services and private 
transfers in 1984-86 accounted for more than half 
of total export earnings. This group comprises: 

' For some countrie�. detailed data on commodity trade arc 
not yet available for this period. The assignment to this group 
of · 'borderline case .. countries will therefore be reviewed as 
data become available. 

Antigua and 
Barbuda 

Bahamas. The 
Barbados 
Burkina Fa�o 
Cambodia 
Cape Verde 
Cyprus 
Dominican 

Republic 
Egypt 
Ethiopia 
Fiji 

Grenada 
Jamaica 
Jordan 
Kiribati 
Lebanon 
Lcsotho 
Maldives 
Malta 
Mozambique 
Nepal 
Netherlands 

Anti! le� 

Classification of Countries 

Paki�tan 
Panama 
Seychelles 
St. Kills and Nevi� 
St. Lucia 
Tanzania 
Tonga 
Vanuatu 
Western Samoa 
Yemen Arab Rep.' 
Yemen. People'� Dem. 

Rep. of'> 

d. Countries with a dil'ersified export base ( 1 3  
countries) are those whose export earnings in 1984-
86 were not dominated by any one of the categories 
mentioned under (a) to (c) above. The group corn-
prises: 

Bahrain 
Bangladesh 
Belize 
Ben in 
Haiti 

Malaysia 
Morocco 
Philippines 
Senegal 

Sierra Leone 
South Africa 
Syrian Arab Republic 
Zimbabwe 

Countries Classified by Financial Criteria 

Net creditor countries (8 countries) are defined 
as all developing countries that unambiguously were 
net external creditors in 1987 or that experienced 
substantial cumulated current account surpluses 
(excluding official transfers) between 1967-68 (the 
beginning of most balance of payments series in the 
World Economic Outlook data base) and 1987. The 
net creditor group consists of the following economies: 
Iran 
Kuwait 
Libyan Arab 

Jamahiriya 

Oman 
Qatar 
Saudi Arabia 

Taiwan Prov. of China 
United Arab Emirates 

Net debtor countries ( 124 countries) are disaggre
gated according to two criteria: (a) predominant 
type of creditor, and (b) experience with debt 
servicing. 

a. By predominant type of creditor (sources of 
borrowing) 

Market borrowers ( 2 1  countries) are defined as 
net debtor countries with more than two thirds of 
their total liabilities outstanding at the end of 1987 
owed to commercial creditors. They comprise: 

Algeria Ecuador Singapore 
Antigua and Hong Kong South Africa 

Barbuda Hungary Suriname 
Argentina Korea Trinidad and 
Bahamas. The Malaysia Tobago 
Barbados Mexico Uruguay 
Brazil Papua New Guinea Venezuela 
Chile Philippines 

" On May 22. 1990. the Yemen Arab Republic and the People's 
Democratic Republic of Yemen became unified in a single state. 
the Republic of Yemen. World Economic Ourlook data for the 
Republic of Yemen are not yet con�olidated and continue to be 
based on the two existing data bases. 
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Official borrowers (68 countries) are defined as 
net debtor countries with more than two thirds of 
their total liabilities outstanding at the end of 1987 

owed to official creditors. This group comprises: 

Afghanistan Guinea-Bis�au Poland 
Bangladesh Haiti Rwanda 
Belize Hondura<, Senegal 
Bhutan Jamaica Siernt Leone 
Bolivia Kenya Somalia 
Botswana Kiribati. Rep. of Sri Lanka 
Burkina Faso Lao People's Dem. St. Kitts-Nevis 
Burundi Rep. St. Lucia 
Cambodia Lesotho St. Vincent 
Cape Yerde Liberia Sud<tn 
Central African Madagascar Swaziland 

Rep. Malawi Tanzania 
Chad Maldive� Togo 
Comoros Mali Tonga 
Djibouti Malta Uganda 
Dominica Mauritania Yanuatu 
Egypt Mauritius Yiet Nam 
El Salvador Morocco Wc�tern Samoa 
Equa10rial Guinea Mozamhiq11e Yemen Arah Rer.• 
Ethiopia Myanmar Yemen. People·� Dem. 
Gambia. The Nepal Rep. of" 
Ghana Netherlands Antilles Za'ire 
Grenada Niger Zambia 
Guinea Pakistan 

Dil'ers(fied borrowers (35 countries) consist of 
those net debtor developing countries that are nei
ther market nor official borrowers: 

Bahrain Gabon Paraguay 
Ben in Guatemala Peru 
Cameroon Guyana Romania 
China India Sao Tome and Principe 
Colombia Indonesia Seychelles 
Congo Iraq Solomon Islands 
Costa Rica Israel Syrian Arab Republic 
Cote d"lvoire Jordan Thailand 

Cyprus Lebanon Tunisia 
Dominican Nicaragua Turkey 

Republic Nigeria Yugoslavia 
Fiji Panama Zimbabwe 

b. By experience with debt servicing 
Countries with recent debt-serl'icing difficulties 

(72 countries) are defined as those countries that 
incurred external payments arrears or entered offi
cial or commercial bank debt rescheduling agree
ments during 1 986-88. Jnformation on these devel
opments is taken from relevant issues of the Fund's 
Annual Report on Exchange Arrangements and 
Exchange Restrictions. 

All other net debtor countries are classified as 
not having experienced recent debt-servicing 
problems. 

Miscellaneous Groups 

Sub-Salwran Africa comprises all African coun
tries (as defined in International Financial Statistics) 
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except Algeria. Morocco. Nigeria. South Africa, 
and Tunisia. The group of 12 nu(jor oil exporters 
comprises: 

Algeria 
Indonesia 
Iran. Islamic 

Rep. 
Iraq 

Kuwait 
Libyan Arab 

Jamahiriya 
Nigeria 
Oman 

Qatar 
Saudi Arabia 
Umted Arab f::.mirates 
Venctuela 

The four nell'ly inc/ustriali::.inx Asian economies 
are Hong Kong, Korea. Singapore. and Taiwan 
Province of China. 

The net debtor fuel exporters are those I I fuel 
exporters that are not net creditor countries. They 
are: 

Algeria 
Cameroon 
Congo 
Ecuador 

Gabon 
Indonesia 
lra4 
Mexico 

Nigeria 
Trinidad and Tubago 
Venezuela 

The group of small loll'-income economies (45 

countries) comprises those Fund members, exclud
ing China and India. whose GDP per person. as 
estimated by the World Bank, did not exceed !he 
equivalent of $425 in 1986. These countries are 

Afghanistan Guinea- Niger 
Bangladesh Bissau Paki�tan 
Ben in Guyana . Rwanda 
Bhutan Haiti Sao Tome and Principe 
Burkina Fa�o Kenya Senegal 
Burundi Lao People's Sierra Leone 
Cambodia Dem. Rep. Somalia 
Central African Lesotho Sri Lanka 

Rep. Madagascar Sudan 
Chad Malav. i Tanzania 
Comoros Maldives To go 
Equatorial Mali Uganda 

Guinea Mauritania Yanuatu 
Ethiopia MoLambique Viet Nam 
Gambia, The Myanmar Za'ire 
Ghana Nepal Zambm 
Guinea 

The group of 15 heavily indebted countries com
prises those countries associated with the "Program 
for Sustained Growth" proposed by the Governor 
for the United States at the 1985 Fund/Bank Annual 
Meetings in Seoul. These countries are 

Argentina Cote d'Jvoire Peru 
Bolivia Ecuador Philippme� 
Brazil Mexico Uruguay 
Chile Morocco Venetuela 
Colombia Nigeria Yugo�lavia 

' Although Guyana's estimated GDP per person �lightly ex
ceeded the threshold of $425 in 1986. it dropped considerably 
in 1987: Guyana is therefore included among the low-income 
countries. 
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A few tables include estimates for other countries 
(which are classified as neither industrial nor de
veloping). comprising the Union of Soviet Socialist 
Republics and Eastern European nonmember coun
tries. Other nonmember countries, such as Cuba. 

Classification of Countries 

Mongolia, and North Korea. are excluded from the 
tables in this report. Also. it has not been possible 
to include a number of small countries or territories 
for which trade and payments data are not available. 
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Output: Summary 

Table A l .  World Output, 1972-91 1 

(Annual changes. in percent) 

World 

Industrial countries 

United State� 
Japan 
Germany. Fed. Rep. of 

Other indu�trial countrie� 

Oe\·eloping countries 

By region 

Africa 
A�ia 
Europe 
Middle East 
Western Hemisphere 

By analytical criteria 

Fuel exporters 
Non-fuel exponers 

Market borrower� 
Official borrowers 

Countries with recent debt
�ervicing difficulties 

Countric� without debt
�ervicing difticulties 

Other countries' 

Average= 
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1 . 2  

3.8 

0.5 

2.9 

4.8 

2.3 

4.4 

1 . 9  

7.5 

1 .7 

3.0 

3.4 

2.5 

4.9 

3.9 

3.3 

3.0 

3 1 
5.0 

- 1 .4 

3.7 

1 . 6  

3.-1 

2.9 

2.8 

2.3 

1 . 6  

4.3 

0.2  

1990 

2.0 

2.6 

1.3 

5.1  

3.9 

2.3 

2.2 

2.7 

5.0 

-3.1 

2.6 

-0.-l 

3.6 

1 . 7  

1 . 1  

0.2 

-0.7 

-1.7 

-2.5 

1991 

2.4 

2.4 

1 . 7  
3.7 

3.3 

2.2 

4.2 

3.2 
5.-1 
2 . 1  

3.7 

3.6 

4 . 1  

4.2 

4.2 

3.3 

3.3 

5 . 1  

-0.3 

1 Real GDP (or GNP) ror industrial and developing countries and real net material product CNMP) for other countries. 
Composite� for the country groups are averages of percentage changes for individual countries weighted by the average U .S. dollar 
value of their re�pcctive GDP!> (GNP� or NMPs where applicable) over the preceding three yea�. Becau�e of the uncertainty 
surrounding the valuation of the composite NMP of the other countries. they have been assigned -somewhat arbitrarily-a weight 
of 1 1  percent in the calculation of the growth of world output. 

� Comp{)und annual rates of change. Excluding China. 
' The U.S.S.R. and countries of Eastern Europe that are not members of the Fund. 
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Output: lnduMrial Countric:. 

Table A2. Industrial Countries: Real GNP and Total Domestic Demand, 1972-91 1 

(Annual changes, in percent) 

Average1 
rounh Qu:tner' 

1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1989 1990 1991 

Real GNP 

Canada• 4.4 -3.2 3.2 6.3 4.8 3 .3 4.0 4.4 3 0 1 . 1  I I 2.9 0 1  2.1 
United States 2.7 -2.5 3.6 6.8 3.4 2.7 3.4 4.5 2.5 1 .3 1 .7  1 .8  I 3 2.0 
Japan 4.6 3 . 1  3.2 5 . 1  4.9 2.5 4.6 5.7 4.9 5 . 1  3.7 4.8 4.5 4. 1  

France' 2.9 2. 5  0.7 1 . 3  1 .9  2 . 5  2.2 3.9 3.6 3. 1  3.0 3.5 3.3 3.2 

Germany, Fed. Rep. of 2.4 - 1 . 0  1 .9 3.3 1.9 I � - - -� 1 .6 3.7 3.9 3.9 3.3 3.2 3.8 3.3 

Italy' 3 .7 0.3 1 . 1  3.0 2.6 2.5 3.0 4.2 3.2 2.7 2.7 2.8 1 . 8  2.7 

United Kingdom5 1 .6 1 . 7  3 . 6  2. 1  3.7 3.6 4.7 4.6 2.2 1.4 1 .3  1 .7  0.3 2.5 

Other industrial countries 2.7 0.5 1 .5 3.5 3.3 2.5 2.8 3.3 3.7 2.5 2.3 

All industrial countries 3.0 -0.3 2.7 4.9 3.4 2.7 3.4 4.4 3.4 2.6 2.4 

Of which. 
Seven major countries above 3.0 -0.4 2.9 5 . 1  3.4 2. 7  3.5 4.6 3.3 2.7 2.4 2.9 2.4 2.8 

European countries 2.6 0.8 1 . 8  2.5 2.6 2.7 2.7 3.8 3.-l 2.8 2.6 
European Community 2.7 0.8 1 . 7  2.4 2.4 2.7 2.7 3.9 3.5 3.0 2.7 

Real total domestic demand 

Canada 4.7 -5.4 3.6 4.7 5.3 4.2 5.2 5.0 4.1 0.4 \ . I  4.0 -1 .0 2. 1  
United States 2.4 - 1 .9 5 . 1  8.7 3.8 3.3 3.0 3.3 1 . 9  0.8 1.6 1 . 1  1 . 0  1 .9 
Japan 4.0 2.8 1 . 8  3.8 4.0 4 . 1  5.4 7.6 5.9 5.0 3.5 6.5 3.6 4.0 

France 2.7 3.5 -0.7 0.4 2.5 4 5  3.3 4.0 3.1  3.2 3 . 1  2.9 33 3.1  
Germany. Fed. Rep. of 2 . 1  -2.0 2.3 2.0 0.8 3.5 2.8 3.7 2.7 4.7 3.3 3.8 4 0  2.2 
Italy 2.7 0.3 -0.6 3.9 2.7 2 .9 4.7 4.7 3.3 2.7 2.7 1 .8  2.6 2.7 
United Kingdom 1 .4 2.2 4.7 2.6 2.8 4.3 5.5 7.6 3.1 0.6 -0.6 -0.3 2.6 

Other industrial countries 2.5 0.6 0.2 2.6 3.5 3.4 3.3 3.9 4.4 2.4 2.2 

All industrial countries 2.6 -0.1 2.8 5.2 3.4 3.6 3.7 4.6 3.4 2.4 2.3 

Of which. 
Seven major countries above 2.7 -0.3 3.2 5.6 3 .4 3.6 3. 8  4.7 3.2 2.4 2.3 2.8 2.0 2.6 

European countries 2.2 0.8 1 .2 2.0 2.4 3.9 3.8 4.5 3.4 2.9 2.5 
European Community 2.3 0.8 1 . 1  1.9 2.2 3.9 3.9 4.7 3.4 3.0 2.7 

1 Composites for the country group� arc averages of percentage change� for individual countries weighted by the average u.s. 
dollar value of their respective GNPs over the preceding three years. 

: Compound annual rate� of change. 
' From founh quaner of preceding year. 
• GDP at market prices. 
5 Average of expenditure. income. and output estimates of GDP at market prices. 
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Output: Industrial Countries 

Table A3. Industrial Countries: Components of Real GNP, 1972--91 1 

(Annual changes, in percent) 

Average2 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Consumer expenditure 

Canada 4.6 -2.6 3.4 4.6 5.2 4.4 4.5 4.3 3.8 1 . 5  1 . 1  

United States 2.8 1 . 3  4.7 4.8 4.7 3.9 2.8 3.6 1 . 9  0.9 I.-I 
Japan 4.5 4 . 1  3 . 2  2.7 2.7 3 . 1  -1.3 5 . 1  3.5 3.6 3.3 

France 3.2 3.5 0.9 1 . 1  2.4 3.9 2.7 � ? .) , _ ' ? -' · - 2.9 2.8 
Germany. Fed. Rep. of 2.7 - 1 . 3  1 . 7  1 . 5  1 . 4  3.4 3.3 2.7 1 . 7  4.2 3.1 

Italy 4 . 1  1 . 3  0.6 2 . 1  3 . 1  3.8 4.2 4 . 1  3.8 2.7 2.7 

United Kingdom 1 . 9  1 . 0  4.3 1 . 8  3.7 5.7 5.9 7.0 3.8 2.4 1.0 

Other industrial countries 2.8 1 . 0  0.8 1 . 4  3.3 3.3 2.9 2.6 3.0 2.6 2.3 

All industrial countries 3.1 1.4 3.0 3.2 3.7 3.8 3.4 3.9 2.7 2.3 2.2 

Of which, 
Seven major countries above 3.2 1 . 5  3.4 3.4 3.8 3.8 3.5 4 . 1  2.7 2.3 2.2 

European countries 2.9 0.9 1 . 5  1 . 4  2.7 4.0 3.6 3.5 2.9 3.0 2.5 
European Community 3.0 0.8 1 . 5  1 . 4  2.6 4.0 3.7 3.7 3.1  3.2 2.5 

Public consumption 

Canada 3.5 2.4 1 . 4  1 . 2  3.2 1 . 6  1 . 8  2.8 2.6 1 .4 0.9 

United States 1 . 1  1 . 9  1 . 1  4.4 7.9 4.2 2.3 0.2 2.3 2.5 1.2 

Japan 4.7 1 . 9  2.9 2.8 1 . 7  6.2 -0.6 2.2 2 I 2.2 1 . 6  

France 3.3 3.7 2. 1 1 . 1  2.3 1 . 7  2.8 2.9 1 . 6  2.0 2.0 

Germany. Fed. Rep. of 3.1 -0.8 0.2 2.4 2. 1 2.6 1 . 6  2.3 -0.9 2.0 1 . 7  

Italy 2.9 2.9 2.9 2.5 3.5 2.9 3.7 2.8 0.5 0.8 1.0 

United Kingdom 2.2 0.8 2.0 1 . 0  2.0 1 . 0  0.4 0.9 0.5 0 8 

Other industrial countries 3.9 1 . 5  2.5 1.8 3.3 2.9 2.9 1 . 8  2.4 1 .6 1.4 

All .industrial countries 2.5 1.7 1.7 3.0 4.7 3.7 1.9 1.4 1.8 2.0 1.4 

Of which. 
Seven major countries above 2.3 1 . 8  1 . 6  3.2 4.9 3.9 1 . 7  1 . 3  1 .7 2.1  1.4 

European countries 3.2 1 . 6  1 . 8  1 . 6  2.2 2.4 2.5 2.0 1.0 1 . 5  1 . 4  

European Community 3.2 1 . 5  1 .6 1 . 6  2 . 1  2.4 2.6 2 . 1  0.8 1 .4 1 . 3  

Gross fixed investment 

Canada 6.5 - 1 1 .0 -0.7 2.1 9.5 6.2 10.3 10.2 4.5 -0.6 0. 1 
United States 2.7 -9.6 8.2 16.8 5.3 1 .0 1 . 9  5.6 1 . 6  0.2 1 . 9  

Japan 3.4 0.8 -0.3 4.9 5.8 5.8 10.4 12.6 1 1 .0 8.5 -1 . 1  

France 1 . 6  -1.4 -3.6 -2.6 3.2 4.5 4 . 1  8.6 5.6 5 I 4.8 

Germany. Fed. Rep. of 0.3 -5.3 3 . 2  0.8 0 . 1  3.3 2.2 5.1  7. 1  9.2 5.6 

Italy 1 . 2  -5.7 -2.0 4.5 1 . 4  1 . 6  5.8 6.7 5 . 1  3.9 3.4 

United Kingdom -0.8 5.4 5.0 8.6 3.9 2 . 1  8.7 13.7 4.4 - 1 . 8  -3.7 

Other industrial countries 1 . 0  - 1 . 7  - 1 . 1  3.5 4.8 5.8 4.7 8.7 7.9 2 . 1  3.2 

All industrial countries 2.2 -4.6 3.1 8.8 4.7 3.0 4.7 8.0 5.5 3.3 2.7 

Of which. 
Seven major countries above 2.4 -5.2 3.9 9.6 4.6 2.6 4.7 7.9 5 . 1  3.5 2.7 

European countries 0.6 - 1 . 9  0.6 2.4 2.5 4.2 4.9 8.2 6.4 4.2 3.2 
European Community 0.6 - 1 . 7  0.3 2.0 2.5 3.9 -1.9 8.5 6.5 -1.9 3.5 

1 1 4  
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Output: Industrial Countries 

Table A3 (concluded). Industrial Countries: Components of Real GNP, 1972-91 1 

(Annual changes. in percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Final domestic demand 

Canada 4.7 -3.4 2.2 3.4 5.6 4.2 5 . 1  5.3 3.7 1 . 0  0.8 

United State!> 2.4 -0.4 4.5 6.6 5.4 3.5 2.6 3.3 1 . 9  1 . 1  1 .4 

Japan 4 . 1  2.8 2. 1 3.4 3.6 4.2 5.7 7.4 6.0 5.3 3.5 

France 2.8 2.4 0.2 0.3 2.5 3.6 3.0 4.2 3.4 3.2 3 . 1  

Germany. Fed. Rep. of 2.2 -2.1 1 . 7  1 . 6  1 . 2  3.2 2.7 3 . 1  2.3 4.9 3.4 

Italy 3.2 -0.1 0.4 2.7 2.8 3.2 4.5 4.4 3.6 2.6 2.6 

United Kingdom 1 . 5 1 . 6  3.9 2.7 3.0 4.3 5.4 6.8 3.4 1 . 3  0.1 

Other industrial countries 2.6 0.4 0 . 6  1.8 3.4 3.7 3.2 3.8 4.0 2.2 2.3 

All industrial countries 2.7 0.3 2.6 4.0 4.1 3.7 3.6 4.4 3.4 2.7 2.2 

Of which. 
Seven major countrie� above 2.8 0.3 3.0 4.4 4.2 3.6 3.6 4.5 3.3 2.7 2.2 

European countries 2.4 0.3 1.3 1 . 6  2.5 3.8 3.7 4.2 3.3 3.0 2.5 

European Community 2.4 0.3 1 . 2  1 . 5  2.4 3.7 3.7 4.4 3.4 3.3 2.6 

Stockbuilding' 

Canada -2.0 1 . 3  1 . 3  -0.3 0.1 0.1 -0.3 0.4 -0.6 0.3 

United States - 1 .5 0.6 2 . 1  - 1 . 5  -()_I 0.5 -0.3 0.1  

Japan -0.1 -0.1 -0.3 0.4 0.4 -0.1 -0.3 0.3 -0.1 -0.2 

France -0. 1 1 . 0  -0.9 -0.1 0.8 0.3 -0.2 -0.3 0 . 1  

Gem1any, Fed. Rep. of -0.1  0. 1 0.6 0.5 -0.4 0.3 0 . 1  0.6 0.4 -0.1 

Italy -0.3 0.4 - 1 . 0  1 . 3  -0.3 0.3 0.4 -0.2 0. 1 0. 1 

United Kingdom -0.1  0.6 0.8 -0.1 -0.1 0.1 0.8 -0.3 - 1 . 4  0.5 

Other industrial countric� -0.1 0.2 -0.5 0.8 0. 1 -0.3 0. I 0.2 0.4 0.2 -0. 1 

All industrial countries -0.1 -0.4 0.1 1.2 -0.6 0.2 0.2 -0.2 0.1 

Of which. 
Seven major countries above -0.6 0.2 1 . 2  -0.8 0.2 0.2 -0.3 0. 1 

European countries -0.1 0.5 -0.2 0.4 -0.1 0. 1 0. 1 0.3 0. 1 -()_I 0.1 

European Community -0.1 0.5 -0.1 0.4 -0.2 0.2 0.2 0.3 0. 1 -().2 0. 1 

Foreign balances' 

Canada -0.4 3 . 1  -0.4 0.5 -0.5 -0.7 -0.9 - 1 . 1  -1.3 0.6 

United States 0.3 -0.7 - 1 .5 -2.0 -0.6 -0.7 0.3 1 . 1  0.5 0.4 0.1  

Japan 0.3 0.3 1 .5 1 . 3  1 . 1  - 1 . 4  -0.6 - 1 .7 -0.9 0.1  0.2 

France 0.2 -0.9 1.4 1.0 -0.6 - 1 . 9  - I .  I -0.3 0.4 -0.2 -0.2 

Germany. Fed. Rep. of 0.3 1 . 0  -0.3 1 .3 1 . 1  - 1 . 0  - 1 . 1  1 . 1  -0.6 0.1 

Italy 0.2 -0.1  0.9 - 1 . 0  -0.2 -0.3 - 1 . 8  -0.7 -0.3 -0.1 -0.1 

United Kingdom 0.2 - 1 . 0  - I .  I -0.8 1.0 -0.7 -0.7 -3.5 - 1 . 1  1 .4 0.8 

Other industrial countrie� 0. 1 0.1 1 . 3  0.5 -0.2 -1.0 -0.6 -0.7 -0.9 0 . 1  

All industrial couJltries 0.3 -0.1 -0.1 -0.4 -0.9 -0.4 -0.2 -0.1 0.2 0.1 

Of which. 
Seven major countrie� above 0.3 -0.2 -0.4 -0.6 -0.9 -0.3 -0.2 0.2 0 . 1  

European countries 0.2 -0.1 0.5 0.4 0.2 - 1 . 2  - 1 . 1  -0.8 -0.1 0. 1 

European Community 0.2 -0 . 1  0.5 0.4 0.2 - 1 .2 - 1 . 1  -0.8 -0.1 0. 1 

I Composites for country groups are averages of percentage changes in real terms for individual countries weighted by the 
average U.S.  dollar value of their respective GNPs over the preceding three years. 

1 Compound annual rates of change. 
) Changes expressed as a percentage of GNP in the preceding period. 
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Output: Industrial Countries 

Table A4. Industrial Countries: Employment, Unemployment, and Real Per Capita GNP, 1972-91 
(In percent) 

Growth in employmenf 

Canada 
United State� 
Japan 

France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Other industrial countric� 

All industrial countries 

Of which. 
Seven major countries above 
European coumrie� 
European Community 

Unemployment rates' 

Canada 
United State:, 
Japan 

France 
Germany. Fed. Rep. of 
haly 
United Kingdom 

Other industrial countries 

AJI industrial countries 

Of which. 
Seven major countries above 
European countries 
European Community 

Growth i n  real per capita GNP: 

Canada 
United States 
Japan 

France 
Germany. Fed. Rep. of 
haly 
United Kingdom 

Other industrial countries 

All industrial countries 

Of which. 
Seven major countrie� above 
European countries 
European Community 

Average' 
1972-81 1982 

3.1  

2.4 

0.9 

0.4 

0. 1 

1.0 

-0.1 

0.5 

1.4 

1 .5 

0.3 
0.2 

7.0 

6.6 

1 .9 

4.6 

3 . 1  

7.4 

4.0 

4.5 

4.8 

4.9 

4.6 

4.9 

3. 1 

1 .7 

3.5 

2.4 

2.4 

3.2 
1 . 5  

1.9 

2.2 

2.2 

2.3 

2.3 

-3.5 

-0.9 
1 .0 

0.2 

-I . I 
-0.2 

- 1 .9 

-0.6 

-{).6 

-0.6 

-0.8 

-0.9 

1 1 . 0 
9.7 

2.4 

8. 1 

6.7 

9.1  

9.5 

9.3 

8.0 

7.7 

8.8 

9.4 

-4.2 

-3.5 

2.4 

2.0 

-0.9 

0.1 

1 .8 

-0.1 

-{).9 

- 1 . 1  

0.5 

0.6 

1983 

0.5 

1.3 
1 . 7  

-().4 
- 1 .4 

0.3 
-0.2 

-0.6 

o.s 

0.7 

-0.5 

-0.5 

1 1 .8 

9.6 

2.7 

8.3 

8 . 1  

9.9 

10.4 

10.8 

8.6 

8 . 1  

9.8 

10.5 

2.3 

2.6 

2.5 

0.2 

2.3 

0.8 

3.5 

1 . 1  

2. 1 

2.3 

1 . 7  

1 . 6  

1984 

2.4 

4.1 

0.6 

-0.9 
0.2 

0.4 

2.2 

0.6 

2.1 

2.3 

0.3 

0.3 

1 1 .2 

7.5 

2.7 

9.7 

8 . 1  

1 0 . 1  

10.7 

I I.  I 

8. 1  

7.4 
10.2 

1 1 .0 

5.5 

5.8 

4.4 

0.9 

3.7 

3.9 

1 . 9  

3.2 

4.4 

4.5 

2.6 

2.5 

1985 

2.6 

2.0 

0.7 

-().3 

0.8 

0.5 

1 . 1  

1 . 3  

1.4 

1.4 

0.6 

0.5 

10.5 
7.2 

2.6 

10.5 

8.2 

10.3 

10.9 

1 1 .0 

8.0 

7.4 

10.5 

1 1  2 

4.0 

2.4 

4.3 

u 
2.2 

2.3 

3.4 

2.7 

2.7 

2.7 

2.3 

2.3 

1986 

2 8 

2.3 

0.8 

0 . 1  

1 .4 

0.6 

0.3 

2.3 

1.7 

1 . 6  

0.9 

0.9 

9.5 

7.0 

2.8 

10.4 

7.9 

1 1 .  I 
1 1 .2 

10.4 

7.9 

7.3 

10.4 

1 1 .  I 

2.5 

1 . 8  

1 . 8  

2 . 1  

2.2 

2.4 

3.3 

1.9 

2.0 

2.0 

2.4 

2.5 

1987 

2.9 

2 6  

1.0 

0.3 

0.7 

-0. 1 

2.3 

1 . 7 

1.8 

1 . 8  

I . () 

1.0 

8.9 

6.2 

2.H 

10.5 

7.6 

1 2 . 0  

1 0 . 2  

10. 1  

7.5 

6.9 

10. 1 

10.9 

3.0 

2.4 

4. 1 

1 . 8  

1 . 5  

2.9 

4.4 
2.3 

2.7 

2.8 

2.4 

2.5 

1988 

3.2 

2.2 

1 . 7  

0.8 

0.8 

0.5 

3.4 

1 .5 

1.8 

1 .9 

1 .3 

1 .3 

7.8 

5.5 

2.5 

10.0 

7.6 

12.0 

ti.2 

9.6 

6.9 

6.3 

9.5 

10.3 

3.2 
3.5 

5 . 1  

3.4 

3.2 

4.0 

4.3 

2.6 

3.7 

3.8 

3.4 
3.6 

1989 

2.0 

2.0 

1 . 9  

1 . 2  

1 . 4  

0.3 

3 . 1  

1 . 9  

1.8 

1 . 8  

1.5 

1 . 6  

7.5 
5.3 

2.3 

9.5 

6.8 

12.0 

6.2 

8.8 

6.4 

5.9 
8.7 

9.3 

1 7  

1.5 

4.3 

3 . 1  

2.9 

3.0 

2 1  

3 . 1  

2.6 

2.6 

2.9 

3.0 

1990 

0.9 

0.9 
1 .9 

1.0 

1 . 9  

0.4 

1 . 1  

1 .3 

1 . 2  

1 . 2  

1 .2 

1 . 2  

7.8 

5.4 

2 . 1  

9.0 

6.2 

1 1 .9 

5.9 

8.5 

6.2 

5.7 
8.3 

8.9 

-0.2 

0.3 

4.5 

1.1 
3.0 

2.6 

1.3 

2.0 

1.9 

1 . 9  

1.4 

2.6 

1 Compound annual rates of change for employment and per capita GNP. and arithmetic averages for unemployment rate�. 

1991 

0.4 

1 . 1  

1 . 1  

0.8 
1 . 3  

0.5 

-0.6 

1.0 

0.9 

0.9 

0.7 

0.8 

8.6 

5.5 

2.2 

8.8 

6.0 

1 1.!! 

6.8 

8.4 

6.3 

5.9 
8.3 

8.9 

-0.1 

0.7 

3.3 

2.6 

2.7 

2.5 

1 . 2  

1 . 9  

1 . 8  

1 . 8  

2.3 

2.4 

l Composites for the country groups are averages of percentage changes for individual countries weighted by the average U.S. 
dollar value of their respective GNPs over the preceding three years. 

' Composites for the country groups are averages of national unemployment rates weighted by tabor force in the respecuve 
countries. 
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Output: Developtng Coumrie� 

Table AS. Developing Countries: Real GDP, 1972-91 1 
(Annual changes, tn percent) 

Average� 
1972-81 1982 1983 1984 1985 1986 1987 1988 1')89 1990 1991 

Developing countries 5.0 2 . 1  2.2 4. 1 3.9 4.0 3.9 4.2 3.0 2.2 4.2 

By rc�ion 

Africa 3.2 2.0 - 1 . 1  0.8 4.0 2 .3 1 .2  2.5 3.2 2.7 3.2 
A�i<t 5.6 5.6 8 . 1  8.3 6. 8  6.9 8 . 1  9.0 5.0 5.0 5.4 
Europe 4.3 1 . 2  2.4 5.0 2.7 4.4 2.4 1 . 2  - 1 .4 -3. 1 2. 1 
Middle Ea!>t 6.0 1 . 3  1 . 7  -0.9 -0.2 -0. 6 -0.6 3.8 3.7 2.6 3.7 
Western Hemisphere 5 . 1  - I .  I -2.8 3.6 3.4 4. 1 3.0 0.5 1 . 6  -0.4 3.6 

By predominant export 

Fuel 5.9 0.8 -0.5 0.4 1 .5 -0. 1 0.3 2.9 3.4 3.6 4.1  
Non-fuel exports 4 .6 2.7 3.5 5.9 5.0 5.9 5.4 4.8 2 .9 1 .7  .u 

Manufactures 5.4 3.9 5.0 7.6 7.2 7. 0 6.5 5.6 3.3 1 .5 4.3 
Primary product� 2.7 -2.3 0.2 2.8 0.4 4.8 3.3 1 . 0  0.4 1 .3  3.7 

Agricultural products 2.8 -1 . 1  1 .6 2.5 4.5 2.9 1 . 1  0.9 1 .1  3.8 
Minerals 2.4 -6.3 -4.3 3.8 2. 1 6.0 5.3 0.6 -2.3 1 . 7  3.5 

Services and private 
transfer� 4.4 4.2 2.7 3.7 3 .3 4.8 5.2 3.3 2.8 3.4 4.0 

Diversified export base 4.8 2. 6  0.5 2.0 1 .5  1 .5  5 .8 3 .6 2.7 3.7 

By financial criteria 

Net creditor countries 6.9 0.4 2.9 -0.5 - 1 . 0  -0. 3 -0.3 3.0 4.J 4.5 4.0 
Net debtor countrie� 4.7 2.4 2. 1  4.9 4.8 4.8 4.6 4.4 2.8 1 .8 4.2 

Market borrowers 5.5 0.4 -0.5 4.3 3.0 4.2 3.8 2.3 2.8 1 . 1  -1.2 
Diversified borrowe r!> 4.4 4.2 4.2 5. 8  6.6 5.4 5.7 6.5 J.O 3.0 4 -1  

Oflicial borrowers 3.5 2.0 3.0 3.9 4.2 4.3 3 . 1  4.-1 2.3 0.2 3 3 

Countries with recem debt-
�ervicing difficultie� 4.4 0 . 1  -1 .8  2.7 3.3 3.5 2.5 1 .9 1 .6 -0.7 3 3 

Countries without debt-
servicing difficulties 5 .3  5.3 7. 1 7.7 6.6 6.3 7. 1  7 .5  4.3 4.7 5 . 1  

Miscellaneous groups 

Sub-Saharan Africa 2.7 2.8 -0.2 1 .0  3.6 3 .8 1.7 2.4 2 .3 1 .7  2.8 
Twelve major oil exporters 5.7 1 .0  0.4 -0.5 1 . 1  0. 8 0.3 3.5 3.7 -1.0 -lA 

Net debtor fuel exporters 5.4 1 .4 -2.3 2.0 3. 8 1 . 3  2.3 3.4 2.8 3 . 1  -1.4 
Four newly indu�trializing 

Asian economies 8.5 5.5 9.6 9.7 -1.4 1 1 .0 12 . 1  9.5 5.5 6.3 6.2 
Small low-income economies 3.3 3.5 1 .9 2.9 3.5 4 . 1  3.5 3.9 3.7 3.-1 3 9 
Fifteen heavily indebted 

countries 4.9 -0.5 -2.9 2.2 3.7 4.0 2.6 0.9 2.0 -0.2 3.6 

Memorandum 

Developing counrrie� 

Median growth rate 4.6 1 . 9  1 .4 3.4 3 . 1  3.6 2.8 -1.0 3.5 3.5 3.5 
I Except where otherwise indicated . arithmetic average� of country growth rates wcighte<.l by average u.s. doll<tr ''alue of GDP� 

over the preceding three yearl.. 
� Compound annual rates of change. Excluding China. 
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Output: Developing Countries 

Table A6. Developing Countries: Real Per Capita GDP, 1972-91 
(Annual changes. in percem) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 19!!8 1989 1990 1991 

Developing countries 2.3 -0.2 -0.1 1.8 1.7 1. 7 1.4 2.1 0.9 0.4 1 .9  

By region 

Africa 0.3 -0.5 -3.7 - 1 . 8  1 . 3 -0.8 - 1 . 5  -0.4 0.3 0.3 0.2 
Asia 3.6 3.7 6 . 1  6.5 5.0 5 . 1  6.3 7.1 3.3 4.0 3.8 
Europe 3 . 1  0 . 1  1 . 4  4.0 1 . 8  2.8 1 .6 0.5 -2.2 -3.9 1 . 3  
Middle East 1 .6 -2.5 -2.2 -+.4 -3.6 -4. 1 -5.5 0.5 0.5 - 1 . 3  -0.2 
Western Hemisphere 2.4 -3 .4 -4.8 1 . 2  1 . 3  1 . 9  0.9 - 1 . 6  -0.5 -2. 1  0.9 

By predominant export 

Fuel 2.0 -2.4 -3.7 -2.7 - 1 .-1 -3.2 -3.4 -0.1 0.4 0.5 1 . 0  
Non-fuel expons 2.5 0.8 1 . 7  4.0 3.2 3.9 3.5 2.9 l . l  0.3 2 . 1  

Manufactures 3.3 2.2 3.4 5.9 5.6 5.2 4.9 4. 1  1 . 8  0.6 2.4 
Primary products -4.4 - 1 . 8  0.7 - 1 . 7  2.7 1 . 1  - 1 . 1  - 1 . 7  -0.8 1 . 4  

Agricultural products -3.2 -0.4 0.4 -2. 1 2.5 0.7 -0.9 - 1 . 1  -0.8 1.5 
Minerals -8.4 -6.5 1 .6 -0.3 3.5 3.2 - 1 . 7  -+.7 -0.7 1 . 2  

Services and private 
transfers 4.4 1 .4 0.1 1 .0 0.6 2.1  2.3 0.6 0.2 0.8 1 . 5  

Dive rsified export base 2.0 0.3 -2.0 -0.6 -2.6 - 1 . 1  -1.0 3.2 1 . 1  0.2 1 . 1  

By financial criteria 

Net creditor courmie� 2.2 -3.5 -0.9 -4.0 -4.3 -3.7 -5.3 1 . 2  0.9 0.6 
Net debtor countries 2.4 0.3 2.8 2.7 2.6 2.5 2.4 0.9 0.3 2.0 

Market borrower� 2.9 - 1 . 7  -2.6 1 . 9  0.9 2.1  1 . 8  0.3 0.8 -0.6 1 . 8  
Diversilied borrowers 2 . 1  2.2 2.2 3 . 9  4.7 3.3 3.7 4.5 1 . 1  1 . 8  2.5 
Official borrowers 1 . 6  0.5 1 . 6  2.0 2 . 1  0.9 2.4 0.2 -2.0 0.9 

Coumries wilh recent debt-
servicing difficullics 1 . 7  -2.0 -3.9 0.4 1 . 1  1 . 3  0.3 -0.2 -0.5 -2.5 0.8 

Countries without debt-
servicing difficullies 3.5 3 . 3  5 . 1  5.8 4. 8  4.2 5.3 5.6 2.6 3.5 3.-1 

Miscellaneous groups 

Sub-Saharan Africa -0.1 -0.1 - 3 . 1  -1.7 0.9 0.8 - 1 . 2  -0.4 -0.6 -1.2 -0.5 
Twelve major oil exporters 1 . 6  -2.5 -3.0 -3.8 -2.0 -2.6 -4.0 0.3 0.6 0.6 0.8 
Net debtor fuel exporters 1.3 - 1 . 2  -5.0 -0.6 1 .3 - 1 . 4  -0.2 0.8 0.3 1 . 0  1 . 9  
Four newly industrializing 

Asian economies 6.5 3.8  8.0 8.3 3.2 9.9 10.8 8.4 4.5 5.3 5.3 
Small low-income economics 1 . 1  0.8 -0.9 0.2 0.8 1 . 3  0.8 1 . 3  1 . 0  0.7 0.8 
Fifteen heavily indebted 

countries 2.2 -2.6 -4.9 -0.1 1 .6 1 .8 0.4 - 1 . 2  -0.1 -1.8 1 . 0  

' Compound annual rates of change. Excluding China. 
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Output: Developing Coumric!> 

Table A7. Developing Countries: Gross Capital Formation, 1982-901 
( I n  percent of GDP) 

1 982 1983 1 984 1985 1 986 1987 1988 1 98<) l<J90 

Developing countries 24.9 23.6 23.8 23.5 23.5 23.3 23.4 22.7 22.9 

By region 

Africa 22.9 2 1 .0 19.0 18.6 20.0 19.2 19.6 1 9. 3  19.7 
Asia 27.0 26.9 28.2 29.5 29.0 28.9 29.2 28.7 28.2 
Europe 28.4 26.3 26.4 26.8 28.3 27 . 1  26.7 27.4 27.9 
Middle East 26.3 28.3 29. 3  24.0 2 1 .8 1 8.8 18.4 17 .0 17.0 
Western Hemisphere 2 1 .2 17 .4 16.9 17.5 18.0 19.8 19.8 18.2 1!!.6 

By predominant export 

Fuel 25.2 24.5 24.2 22.4 21 .7  20.6 20.5 19. 3  19.8 
Non-fuel exports 2-1.8 23.2 23.6 24. 1 24. 3  24.5 24.6 23.9 23.8 

Manufacture!> 26. 1 2-1.4 25.7 27.0 27.5 27.5 27.4 26.7 26.4 
Primary producb 18.2 16.9 15.9 1 5. 3  15.2 16.1  16.2 14.3 14.6 

Agricultural products 17.7 17.3 15.9 15 .2  14.7 15 .7  16 .0  13 .7  1 3.8 
Mineral� 19.5 15.6 15.9 15.5 17.2 17.6 16.9 17.0 17.8 

Service� and private 
transfers 24.2 20.8 20.2 19.2 18.6 18 .7 1 8 . 1  17.8 17.8 

Diver�ified export base 26.-1 25.6 23.3 20.4 19.3 19 . 1  20.2 20.3 20.4 

By financial criteria 

Net creditor countries 26.1 28.5 29.7 24.0 2 1 .5 19 . 1  19.4 18.3 18.5 
Net debtor countries 24.7 22.7 22.7 23.5 23.8 24. 1 24.1 23.4 23.5 

Market borrowers 24.3 21 .4 20.7 20.2 20.4 2 1 .9  22.4 2 1.6 22.1 
Diversified borrowers 25.7 24.7 25.3 27.3 28.2 27.2 26.6 25.9 25.7 
Official borrower� 22.0 19 .5  20.2 20.8 20.4 20.4 21 .3  20.7 2 1 . 2  

Coumries with recent debt· 
�crvicing difficulties 22.9 19 .5  18 .3 1 8.5 19 .2 19.8 20.1 19 . 1  19.6 

Countries without debt· 
�ervicing difficulties 26.8 26.7 28. 1 29.4 29.2 29.0 28.8 28.3 27.8 

Miscellaneous groups 

Sub-Saharan Africa 19.5 16.9 1 7 . 1  18 .2 1 8.4 18.7 18 .0 17.7 18.8 
Twelve major oil exporters 25.6 25 .4 25.4 22.7 22.5 21 .0  20.9 19. 1 19.4 
Net debtor fuel exporter� 24.4 2 1 . 1  19.4 20.6 2 1 .4 2 1 .9 22.0 20.8 21 .7  
Four newly industrialit.ing 

Asian economies 29.8 28.7 28.5 26.4 25.3 27.1 28.3 29.4 29.5 
Small low-income economic� 16.9 1 5.4 1 5.9 16.5 1 6 . 1  16.4 16.6 16.8 17.5 
Fifteen heavily indebted 

countries 22.0 17.8 16.3 16.9 17 .8  19.0 19. 1 17.9 18.4 

Memorandum 

Median estimates 

Developing countries 25.1 22.0 21.7 21.7 20.9 20.5 20.0 20.0 20.6 

By region 

Africa 2 1 .6 1 8 . 1  18.8 20 . 1  19.7 19.5 18.5 17 9 18.0 
Asia 28.2 27 . 1 24. 7  24.0 23.7 23. 3 25.8 26.3 25.9 
Europe 3 1 .5 27.2 28.4 27.7 26.9 25.5 24. 1 25.9 24.8 
Middle East 26.9 24.7 23.7 22.0 20.1  18.9 18.4 19.9 20.0 
Westem Hemisphere 22.6 20.8 19.0 18.5 18.3 19.7 19.6 19.5 18.9 

I Except where otherwise indicated. arithmetic averages of country ratio� weighted by the average u.s. dollar value of GOP� 
over the preceding three years. 
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Inflation: Summary 

Table AS. Inflation, 1972--91 
( In percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

GNP deflators 

industrial countries2 8.8 7.4 5 . 1  4.4 3.7 3.4 3.0 3.3 3.9 3.9 4.0 

United States 7.8 6.5 3.8 3.8 3.0 2.6 3.2 3.3 4.1 4.3 4.2 
Japan 7.4 1 . 9  0.8 1 . 2  1 . 4  1 . 8  -0.3 0.6 1 .5 1 .5 2.1 
Germany . Fed. Rep. of 4.9 4.4 3.3 2.0 2.2 3 . 1  2.0 1 . 6  2.6 2.9 3.6 

Other industrial countriesz 1 1 .5 1 1 .0 8.5 6.9 6.0 5.3 4.6 5 . 1  5.4 5.2 5.0 

Consumer prices 

Industrial countries� 9.2 7.5 5.0 4.7 4.2 2.4 3.0 3.3 4.4 4.8 4.3 

United States 8.4 6.1  3.2 4.4 3.6 1 . 9  3.6 4. 1 4.8 5 . 1  4.5 
Japan 8.8 2.7 1 . 9  2.3 2.0 0.6 0 . 1  0.7 2.3 2.8 2.3 
Germany. Fed. Rep. of 5 . 2  5.3 3.3 2.4 2.2 -0 . 1  0.2 1 . 3  2.8 2.8 3.7 

Other industrial countries� I J . 3  1 1 .  1 8.5 6.6 6.4 4.5 4.3 4.2 5.4 6 . 1  5.3 

Developing countries; 22.7 25.3 32.7 38.2 39.8 3 1 . 5 4 1 . 4  70.6 104.6 104.8 16. 1 

By region·' 

Africa 15.4 1 3 . 1  18.0 20.6 13 .2  16.3 14.7 19.3 20.0 16.3 13.2 
Asia 1 1 . 5  6.4 6.6 6 . 1  6.0 8.7 9.5 14.4 1 1 .7 9.2 7.6 
Europe 15.8 36.1 23.0 26.2 27.3 26.7 35.2 62.6 1 7 1 . 1  140.9 19.0 
Middle East 14.5 12.9 1 1 .9 14.3 1 7 . 1  18.4 19.2 17.4 13.7 14.0 14. 1 
Western Hemisphere 44.2 67. 1  108.7 133.5 145.1 87.8 130.9 286.4 538.2 625.6 30.1 

By anaJytical criterial 

Fuel exporter� 14.4 16.7 23.6 20.0 16.7 25.4 33.1  33.7 19.0 16.3 13.4 
Non-fuel exporters 26.7 29.7 37.6 48.3 52.4 34.4 45.1  88.3 149.5 148.2 17.0 

Market borrowers 36.1 48.3 74.5 90.7 93.0 60.5 90.1 174.9 287. 1 327.2 2 1 . 3  
Oftlcial borrowers 14.5 34.5 22.6 23.6 28.2 33.9 3 l . l 42.8 54.5 57.3 17.2 

Countries with recent debt-
servicing difficulties 29.6 46.5 64.9 80.4 83.2 61.8 85.7 164.1 291.5 309.7 23.8 

Countries without debt-
servicing difliculties 15.3 9.3 10.2 10.9 1 1 . I 8.2 9.1 13.5 13.4 12.0 10. 1  

Memorandum 

Developing countries 

Median inflation rate 1 1 .6 10.4 9.4 10.2 8.2 7.2 7.6 8.9 8.9 9.3 7.8 

1 Compound annual rates of changes. Excluding China. 
2 Averages of percentage changes for individual countries weighted by the average u.s. dollar value of their respective GNPs 

over the preceding three years. 
-' Percentage changes of geometric averages of indices of consumer prices for individual countries weighted by the average U.S. 

dollar value of their respective GDPs over the preceding three yea rs. 
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Inflation: Industrial Countrie� 

Table A9. lndustrial Countries: GNP Deflators and Consumer Prices, 1972-91 1 
(Annual changes. in percent) 

Average1 
Fourth Quarter' 

1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1989 1990 1991 

GNP deflators 

Canada• 9 . 1  8.7 5.0 3 . 1  2.6 2.4 4.8 4.8 4.9 3.6 5 . 1  .t.( 4 . 1  5.0 
United States 7.8 6.5 3.8 3.8 3.0 2.6 3.2 3.3 4.1 4.3 4.2 3.7 4.6 4.1 
Japan 7.4 1.9 0.8 1 .2 1. 4 1.8 -0.3 0.6 1 . 5  1 . 5  2 . 1  2.2 1 . 5  1 . 9  

France• 10.4 1 1 .7 9.7 7.5 5.8 5.2 2.7 3.0 3.5 3.4 3.2 3.9 3.0 2.5 
Germany. Fed. Rep. or 4.9 4.4 3.3 2.0 2.2 3 . 1  2.0 1.6 2.6 2.9 3.6 2.2 3.6 4.2 
Italy' 15.8 17. I 14.9 I I .4 9.0 7.6 5.8 6.3 6.3 6.5 5.7 6.3 6.5 5.7 
United Kingdom' 14.2 7.6 5.3 4.6 5.6 3.5 5.0 6.5 6.9 5.5 5.7 6.0 5.5 5.5 

Other industrial countries 10.3 10.5 7.9 7.0 6.0 6.2 4.9 5 . 1  5.5 5.9 5.2 

All industrial countries 8.8 7.4 5. 1 4.4 3.7 3.4 3.0 3.3 3.9 3.9 4.0 

Of which. 
Seven major countries above 8.5 6.8 4.7 4.0 3.4 3.0 2.7 3.0 3.7 3.6 3. 8 3. 6 3.8 3.7 
European coumries 10.1  9.6 7.7 6.3 5.5 5.0 3.8 4 . 1  4.7 4.9 4.7 
European Community 10.4 9.8 7.8 6.3 5.6 5.2 3.7 4.1 4.6 4.7 4.5 

Consumer prices 

Canada 9.0 10.8 5.8 4.3 4.0 4.2 4.4 4.0 5.0 4.9 6.1  5.2 5.2 5.8 
United States 8.4 6 . 1  3.2 4.4 3.6 1 . 9  3.6 4.1 4.8 5 . 1  4.5 4.6 5.3 -1.5 
Japan 8.8 2.7 1 .9 2.3 2.0 0.6 0.1 0.7 2.3 2.8 2.3 2.5 2.9 2.0 

France 10.4 1 1 .8 9.6 7.4 5.8 2.5 3.3 2.7 3.5 3.2 3.0 3.6 3.3 2.8 
Germany. Fed. Rep. of 5.2 5.3 3.3 2.4 2.2 -0.1 0.2 1 . 3  2.8 2.8 3.7 3.0 3.4 3.9 
Italy 15.5 16.5 14.7 10.8 9.2 5.9 4.7 5.0 6.3 6.4 5.6 6.3 5.2 5.0 
United Kingdom 14.6 8.6 4.6 5.0 6 . 1  3.4 4.1  4.9 7.8 9.3 6.6 7.6 9.3 5.3 

Other industrial countries 9.9 9.9 8.0 6.0 6.5 5.5 4.6 4.4 5.2 6.3 5.4 

All industrial countries 9.2 7.5 5.0 4.7 4.2 2.4 3.0 3.3 4.4 4.8 4.3 

Of which. 
Seven major countries above 9.0 7.0 4.5 4.5 3.9 2.0 2.8 3 . 1  4.2 4.6 4. 1 4.2 4.7 3.9 
European countries 10.1  9.7 7.5 6.0 5.7 3.2 3 . 1  3.4 4.8 5.4 4.8 
European Community 10.3 10.0 7.7 6.4 5.7 3.2 3.0 3 . 3  4.8 5.2 4.7 

1 Composites for the country groups arc averages of percentage changes for individual countries weighted by the average u.s. 
dollar value of their respective GNPs over the preceding three years. 

� Compound annual rates or change. 
' From fourth quarter of preceding year. 
' GDP at market price�. 
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Inflation: Industrial Countries 

Table A10. Industrial Countries: Hourly Earnings, Productivity, and Unit Labor Costs in Manufacturing, 
1972-91 1 

(Annual changes. in percent) 

Averagel 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Hourly earnings 

Canada 10.8 11.7 4.3 4.9 3.9 3 . 1  2.4 4.9 5.5 5.3 4.3 
United States 9.3 8.9 2.5 3.3 4.9 4.5 2.4 3.7 2.7 3.6 5.0 
Japan 12.1 4.6 3.0 3.8 3 . 1  1 .5  1 .7  4.5 5.3 6.4 6.4 

France 14.8 15.7 10.1 8.4 7.4 5.5 5 . 1  4.6 4.6 4.8 5.2 
Germany. Fed. Rep. of 9.3 5.3 3.9 3.2 3.8 5 . 1  5 . 1  3.9 4.1 5.5 6.3 
llaly 20.8 19.9 19.5 1 3 . 1  10.2 3 . 1  6.7 5 . 1  7. 1  6.3 5.5 
United Kingdom 16.4 9.7 8.3 7.5 8.5 7.9 7.5 7.8 8.3 9.8 9.2 

Other indu:.trial countries 1 3 . 1  10.1  7.8 7 . 1  7.5 6.6 6.5 5.3 6 . 1  7.0 6.6 

All industrial countries 11.6 9.4 5.4 5.1 5.5 4.5 3.7 4.4 4.6 5.5 5.9 

Of which. 
Seven major countries above 1 1 .3 9.3 5.0 4.8 5.2 4.2 3. 3 4.3 4.4 5.2 5.8 
European countries 1.4.2 1 1 .0 9.2 7.3 7.4 5.7 6. 1 5 . 1  5.8 6.6 6.5 
European Community 14.6 1 1 . 3  9.4 7.4 7.4 5.7 5.9 5.0 5.7 6.5 6.5 

Output per man-hour 

Canada 2.9 -1 .6 7.5 16.0 2.7 -0.7 2.6 4.9 1 .5  3.6 0.3 
United States 2.2 2.6 5. 1  5.4 4.6 3.7 3.7 2.3 2.0 2.9 2.4 
Japan 5.4 -0.5 1.9 5.9 1.9 -0.6 4.5 7.3 5.6 3.3 3.9 

France 4.3 5.7 4.0 1.9 3.7 1.9 4.8 7.0 4.4 3.8 3.7 
Germany. Fed. Rep. of 4.1  1.4 4.4 3.7 3.6 1 . 1  1.7 4.2 3.2 3.5 2.7 
Italy 5.0 3.0 5.4 2.8 4.2 -0.6 4.4 2.4 -0.6 0.3 0.4 
United Kingdom 2.3 5.3 7.8 5 . 1  2.8 3.8 6.3 5.2 4.0 1 . 1  2.5 

Other industrial countrie� 4.3 2.6 5.6 4.6 2.7 1.2 2.2 3.5 2.9 2.6 2.5 

All industrial countries 3.4 2.3 4.9 5.2 3.6 2 . 1  3.7 4.1 3.0 2.8 2.6 

or which. 
Seven major countrie� above 3.3 2.3 4.7 5.3 3.7 2.2 3.9 4.2 3. 1  2.8 2.6 
European countries 4.3 3.5 5.5 3.7 3.3 1 . 7  3.5 4.5 2.9 2.4 2.4 
European Community 4.4 3.7 5 . 1  3.6 3.3 1 . 6  3.6 4.5 2.8 2.3 2.3 

Unit labor costs 

Canada 7.7 13.5 -3.0 -9.5 1 . 1  3.9 -0.2 4.0 1.6 4.0 
United States 7.0 6.2 -2.5 -2.0 0.3 0.8 -1 .2 1 . 3 0.7 0.7 2.6 
Japan 6. 3 5 . 1  1 . 1  -2.0 1.2 2. 1 -2.7 -2.7 -0.3 3.0 1.4 

France 1 0 . 1  9.4 5.9 6.4 3.6 3.5 0.3 -2.3 0. 1 1 .0 1.4 
Gennany, Fed. Rep. of 5.0 3.8 -0.5 -0.4 0.2 4.0 3.2 -0.3 1 .0 1 .9 3.4 
lla1y 15.0 16.4 13.3 10.1 5.7 3.8 2.2 2.6 7.8 6.5 5.4 
United Kingdom 13.7 4.2 0.4 2.3 5.6 4.0 1. 1  2.5 4.1  8.6 6.6 

Other industrial countries 8.6 7.3 2.3 2.5 4.8 5.4 4.2 1.9 3.2 4.4 4.0 

All industrial countries 7.9 6.9 0.6 -0.1 1.9 2.4 0.4 1 . 5  2.5 3.2 

or which. 
Seven major countries above 7.8 6.8 0.3 -0.5 1.4 2.0 -0.6 0.2 1 .3  2.2 3.1 
European countries 9.6 7.2 3.5 3.5 3.9 4.0 2.5 0.6 2.9 .u 4.0 
European Community 9.9 7.3 4 . 1  3.7 4.0 4.0 2.3 0.5 2.9 4.2 4.0 

' Composites for the country groups are averages of percentage changes for individual countries weighted by the average u.s. 
dollar value of their respective GNP� over the preceding three years. 

1 Compound annual rates of change. 
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lnllation: Developing Countries 

Table A l l .  Developing Countries: Consumer Prices - Weighted Averages, 1972-91 1 

(Annual changes. in percent) 

Average! 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 J99J 

Developing countries 22.7 25.3 32.7 38.2 39.8 31 .5 41 .4 70.6 104.6 104.8 16. 1 

By region 

Africa 15.4 1 3 . 1  1 8 . 0  20.6 13.2 16.3 14.7 19.3 20.0 16.3 13.2 
Asia I 1 . 5  6.4 6.6 6. I 6.0 8.7 9.5 14.4 1 1 .7 9.2 7.6 
Europe 15.8 36. I 23.0 26.2 27.3 26.7 35.2 62.6 1 7 1 .  I 140.9 19.0 
Middle East 14.5 12.9 I 1 . 9  14.3 1 7 . 1  18.4 19.2 I 7.4 13.7 14.0 14.1 
Western Hemisphere 44.2 67. I 108.7 133.5 145.1 87.8 130.9 286.4 538.2 625.6 30. I 

By predominant export 

Fuel 14.-t 16.7 23.6 20.0 16.7 25.4 33.1 33.7 19.0 16.3 13.4 
Non-fuel expons 26.7 29.7 37.6 48.3 52.4 34.4 45.1 88.3 149.5 148.2 17.0 

Manufactures 2 1 .6 28.2 33.9 42.2 44.7 33.2 47.4 99.0 156.8 167.0 14.6 
Primary products 55. I 56.9 92.0 127.1  153.9 65.3 70.3 134.6 340.6 256.7 36.4 

Agricultural products 53.7 65.0 102.8 145.0 159.7 68.0 76.1 132.8 332.9 249.7 32.2 
Minerals 58.5 32.8 60.7 75.2 1 3 1 . 7  53.3 43.8 144. 1 380.4 293.3 58 7 

Services and private 
transfers 1 1 .7 9.7 9.3 1 3 . 1  14.6 14.5 15.5 14.7 13.8 14.8 13.6 

Diversilied export base 1 1 .6 12.2 10.0 16.7 13.6 12.3 12.7 10.2 1 1 .7 12.7 9.9 

By financial criteria 

Net creditor countries 13.0 7.6 5.6 3.0 6.2 12.7 14.3 13.9 9.8 10.1  10.0 
Net debtor countries 24.4 28.8 38.3 45.7 46.7 35.0 46.4 8 1 .7 124.6 124.6 17.0 

Market borrowers 36. I 48.3 74.5 90.7 93.0 60.5 90.1 1 74.9 287.1 327. 2  21.3 
Diversified borrowers 16.2 12.7 15.7 18.4 17.2 14.7 16.7 28.6 42.9 28.9 12.9 
Oflicial borrowers 14.5 34.5 22.6 23.6 28.2 33.9 3 1 . 1  42.8 54.5 57.3 17.2 

Countries with recent debt-
servicing difficulties 29.6 46.5 64.9 80.4 83.2 6 1 . 8  85.7 164. 1  291.5 309.7 23.8 

Countries without debt-
servicing difficultie� 15.3 9.3 10.2 10.9 I I .  I 8.2 9 . 1  13.5 13. 4 12.0 10.1 

Miscellaneous groups 

Sub-Saharan Africa 20.8 19.2 25.6 21.6 19.8 20.5 23.1  21 .7  19.2 17.7 15.4 
Twelve major oil exporte rs 13.5 8.8 9.9 10.7 8 . 1  13 5 15.3 18.0 18.7 14.2 12.0 
Net debtor fuel exporter!. 15.4 23.2 37.3 32.8 23.7 33.1 44.6 45.2 23.8 19.1 14.2 
Four newly industrializing 

Asian economies 13.3 6 . 1  3.6 2.5 1 .6 1 . 8  2.3 4.7 5.4 8 . 1  6 . 1  
Small low-income economies 17.6 2 1 .0 23.2 2 1 . 3  22.9 45.4 42.0 49.5 30.1 25.0 19.5 
Fifteen heavily indebted 

countries 39.5 55.7 90.8 1 1 8.4 122.7 78.5 I 16.6 248.6 486.9 524.1 26.6 

1 Geometric averages of country indices weighted by the average U.S. dollar value of GDPs over the preceding three year�. 
� Compound annual rates of change. Excluding China. 
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lnnati<m: Developing Countries 

Table A l2. Developing Countries: Consumer Prices - Median Estimates, 1972-91 
(Annual changes. in percent) 

Average 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 11.6 10.4 9.4 10.2 8.2 7.2 7.6 8.9 8.9 9.3 7.8 

By region 

Africa 1 16 12.7 1 1 .0 1 1 .9 9.7 8.3 7.8 8 . 1  9.0 9.4 8.0 
Asia 9.7 7.9 8.7 6.7 4.8 5.5 5.8 8.5 7.7 8.9 7.2 
Europe 8.9 16.9 7.4 8.4 7.8 5.3 8.3 16.2 1 7 . 1  21 1 10.8 
Middle East 1 1 .5 9 . 1  5 . 2  6.4 5 . 1  6.9 8.2 5.5 7.5 8.8 7.5 
Western Hemisphere 13.9 9.2 8.8 12.0 15.0 1 1 .4 14.6 12.0 10.0 1 10 9 . 1  

By predominant export 

Fuel 1 1 . 3  10.7 10.4 10.5 6.4 6.9 8.2 5.8 5.7 4.8 5.0 
Non-fuel exports 1 1 .4 10.4 9.3 10.0 9.0 7 . 3  7.5 9.0 9.4 9.8 8.2 

Manufactures 10.2 10.6 9.0 8.4 7.8 5.8 8.2 7.5 9. 1 10. 1 8.3 
Primary products 1 2 . 3  1 2 . 3  1 3 . 1  12.4 1 3 . 1  13.6 12.8 13.3 12.0 12.0 10.3 

Agricultural products 12.4 12.7 12.8 12.4 10.5 1 3.0 1 2 . 1  13.2 1 1 .4 1 1 .0 9.7 
Minerals 12.4 1 1 .6 15.3 19.9 15.0 18.9 19.9 14.7 14.3 13 .0 1 1 .3 

Services and private 
transfers 1 1 .5 7.4 6 . 1  5.3 5.0 4.6 4.9 7 . 1  5.6 7.2 6.0 

Di versi lied ex port base 10.5 12.5 8.8 1 1 .4 9.1  8.5 3.6 7 . 1  8.0 7.2 5.4 

By financial criteria 

Net creditor countries 10.2 6.4 2.0 0.5 0.6 2.3 5.3 5.0 3.6 3.5 4.2 
Net debtor countries 1 1 .7 10.7 9.6 10.7 9.0 7.8 8.2 9.3 9.5 9.9 8.3 

Market borrowers 13.2 9.9 7.9 8.5 10.5 7.7 8.3 8.8 10.0 13.6 1 1 . I 
Diversified borrowers 1 1 .3 1 1 .7 8.9 1 1 .0 8 . 1  6.8 10.2 12.0 13.0 10.0 9.6 
Official borrowers 1 1 .6 1 1 .4 10.5 1 1 .0 9.5 8.3 7.0 9.0 8.6 8.7 7.2 

Countries with recent debt-
servicing difficulties 12.4 13.8 14.1  14.4 15.0 14.0 16.5 14.8 12.6 1 2 . 1  10.0 

Countries without debt-
servicing difficulties 10.9 7.9 6.7 6.5 4.6 4.9 5.7 7.3 7.4 8.3 6.9 

Miscellaneous groups 

Sub-Saharan Africa 1 1 .9 12.7 1 1 .5 12.0 10.3 6.8 7.2 8.3 8.8 8.7 7.9 
Twelve major oil exporters 10.5 7.8 7.0 7.6 5.0 7.9 8.2 5.8 5.7 6.3 5.8 
Net debtor fuel exporters 1 1 .2 13.0 1 3 . 6  1 3 . 3  7.7 1 1 .6 10.2 9.6 9.3 12.0 1 1 .3 
Four newly industrializing 

Asian economics 10.3 5.5 2.4 2.5 1 . 4  1 . 8  1 . 8  4.4 5 . 1  7.4 5.6 
Small low-income economic� 1 1 .3 12.6 1 1 .5 12.0 10.4 8.0 10.9 10.0 10.0 9.9 9.2 
Fifteen heavily indebted 

countries 20.4 19.0 40.9 50.3 30.7 23.0 28.1 38.3 40.9 25.4 16.8 
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Table A13. Summary Financial Indicators, 1982-91 
1 In p�rccm) 

Major industrial countries 

Fiscal balances of central governments' 

'ic\ en fll:.tJ<lr eountric-. 
01 "hich. 

Unitcu State� 
Japan 
Gc•rman� . h:u. Rep nl 

Fiscal impulses of central governments· 

Se' en maJor countnc' 
01 whu.:h. 

Unn.::d State' 
Japan 
Germany. Feu. Rep. of 

Growth of monetary aggregate!>' 

Narro\\ money tM I l 

Seven ma1or counuies 
01 '' hich. 

Unncu State'> 
Japan 
Germany. Feu. Rep of 

Brnau 1nonc) 

S.:vcn lll<IJOr countri..:;. 
01 1\ hich. 

Unncu State' 
Japan 
German) . l·eu. Rep of 

Interest rates 

Si\-month Eurmlollar rate' 

Developing countries 

Fiscal balances of central governments' 

Wcightcu an�ragc� 
i\kdian' 

Gro11th of rnonetar) aggregates' 

\\ cightcd a\ era g.:' 
\kdian' 

In pcrccm ot GNP GDP. 

1982 

-+.7 

-4.6 

-5.� 

-:?..4 

0.4 

I .ll 

-0.:?. 

-0.8 

X.7 

lU\ 
5.7 

6.8 

9 7  

9 I 
7.9 

7.2 

13 .6  

-5 I 

-{).6 

3:?..4 

16.5 

1983 

-5.0 

-5.:?. 

-5.0 

- 1 . 9  

0.3 

o.x 

-0.4 
-0.3 

9.0 

104 

-0.1  
8.0 

10.5 

1 2 . 2  

7.3 

5.5 

9.9 

-5 5 
-{).5 

37 6 

16 I 

1984 

-4.6 

-4.5 

-4.2 

-1 .6 

0 .2  

0.5 

-0.6 

0.3 

7.0 

5.4 
6.l) 

5.3 

8.3 

7.9 

7.8 

4.5 

I 1 . .3  

-4.9 

-4.8 

-H!.9 

16.:?. 

1985 

-4.7 

-4.9 

-3.8 

- 1 . 2  

0.:?. 

0.6 

-O.J 
-0.1 

l).5 

I :?..0 

J.O 
5.4 

8.1J 

8.7 

5.1 

8.6 

-5.1 

-4.5 

45.6 

15.3 

1986 

-4.4 

-4.9 

-3.2 

- 1 . :?.  

-0.3 

-O.R 

13.0 

15.5 

10.4 

7 7 

lJ. I 

9 . .3 

9.2 

6.!1 

6.8 

-7.2 

-5.0 

.15.3 

17.0 

1987 

-3.3 

-3.5 

-:?..2 

- 1 . 4 

-0.9 

- I . �  
�).l) 
-0.2 

7.3 

6 .1  

4.8 

7 5 

6.8 

4 .\ 
I 0. 8 

6 !1 

73 

-6.X 

-5.4 

50.7 

1 5  7 

1988 

-2.7 

-:?. 9 

- 1..3 
- 1 . 7  

- 0  3 

�J.:?. 
-0.7 

1).4 

6.lJ 

4 . .' 

8.6 

I 0.6 

7 5  

5.2 

1 n. 2 
h.X 

8 . 1  

6 7  

-"' 2 

77 4 

Jh 7 

19X9 

-:?..3 

-2.6 
-{),l) 
-{),9 

0 4  

-0...1 

-{U 

-O.fl 

.� . ..� 

7 ll 

.j (I 
I �  1 1  

-1 I 

-!-. 11 

-1 ') 

IIP •I 

I <  . ." 

IYl)ll 

-2 4 

-2 (1 
-0 (I 

I I 

( I ( 

-11 

-11 2 

I ' 

' l l  

; ... 
; -

I ' l'i I 

') -

1 1 I 

l l . l  

11  ' 

I I 

" 1 1  

fnr ucfinition of fi,r<�l rmpuf..c,. �cc International �1onctar) Fund. Occa�ion<�l Paper Nn.4-l ,.\ Rt'llt'" ,,, till I "' .d '"'I'" " 
\fetfl/1/'( ( lntcrnauonal Mllnctar) Funu. 19X6). Sec ahn footnote� to Table A 16. 

1-or dclinuion� \lf moncta� aggregatt:�. �cc footnote� 3 and 4 10 Table A 14. 

' Lnnuon intcrhanf.. nflcrcu rat.: on -.ix-mnnth U .S. uollar dcpo�it�. 
l3 road money 
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Financial Policies: Industrial Countrie� 

Table Al4.  Major Industrial Countries: Monetary Aggregates, 1982--91 1 

(Annual changes. in percent)� 

Narrow money) 

Canada 
United State:. 
Japan 

France 
Gem1any. Fed. Rep. of 
Italy 
United Kingdom 

Seven major countries above 

Four major European coumriel> above 

Broad monet 

Canada 
United State� 
Japan 

France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

1982 

3.2 
8.8 
5.7 

9. 6 
6.8 

16.7 

7.5 
9 . 1  
7.9 

12. 1 
7.2 

18.3 
12.0 

1983 

1 1 .2  
10.4 

-0.1  

1 2.9 
8.0 

12.Y 
13.4 

9.0 

1 1 .4 

4.4 
12.2 
7.3 

13.7 
5.5 

12.3 
1 3.2 

1984 

0.9 
5.4 
6.9 

1 1 . 1  
5.3 

12.4 
14.4 

7.0 

10.3 

6.3 
7. 9 
7.8 

9.8 
4.5 

12.3 
1 3. 8 

Seven major countries above 8.3 9.7 10.5 

1985 1986 

8.4 5.7 
1 2.0 15.5 

3.0 10.4 

6.7 6.0 
5.4 7.7  

10.4 10.7 
15.7 22.4 

9.5 13.0 

9.0 1 I .  I 

10.6 9.1 
8.9 9.3 
8.7 9.2 

6.0 4.0 
5.2 6.8 

1 1 .  1 9.6 
13.2 1 6.0 

8.8 9.1 

1987 1988 1989 

10.8 5.9 � ., -'·-
6.] 4.3 0.6 
4.ll ll.6 2.4 

4.5 4. 1 7.9 
7.5 10. 6 5.2 
7.4 7. 6 1 1 .3 

23 4 17.8 8.3  

7.3 6.9 3.4 

10.1 9.8 7.9 

7.5 10.5 14.0 
4.3 5.2 4.6 

10.8 10.2 12.0 

4.4 3.7 4.5 
6.0 6.8 4 . 1  
8.6 8.9 1 1 .2 

1 6.4 1 7.6 18.3 

6.8 7.5 7.9 

Four major European countrie� above 1 1 .5 10.7 9.5 8.4 8.7 8.3 8.7 8.7 

1990 1991 

7.5 7.5 
3.5 5 . 1  
6.6 6.5 

5.0 5.0 
5.0 5 . 1  
6.9 7.5 

1 Composite� for the country groups arc average� of percentage changes for individual countries weighted by the average U .S. 
dollar value of their respective GNPs over the preceding three years. 

l Based on end-of-period data. 
' M2 for the United Kingdom. M I for the other industrial countries. M I is generally currency in circulation plus private demand 

depo�it�. In addition. Canada exclude� private sector float: the United States includes traveler's chech of nonbank issues and other 
checkable deposits and excludes private sector lloat and demand deposits of banks: Japan includes government demand deposit� and 
excludes float: and the Federal Republic of Germany includes demand deposits at fixed interest rates. The United Kingdom 
include� in M2 the non-interest-bearing component of M I .  the private sector intereM- bearing retail sterling bank deposits. and the 
private sector holdings of retail building !>Otiety shares and deposits and national savings bank ordinary accounts. 

' M I plus quasi-money-generally M2 . .:xccpt for Japan. the Federal Republic of Germany. and the United Kingdom. for which 
the data are ba:.ed on M2 + CD�. M3. and M4. respectively. Quasi-money is essentially private term deposit� and Other noticed 
deposits. The United States abo includes money market mutual fund balances. money market deposit accounts. overnight 
repurcha�e agreements. and overnight Eurodollarl. bsued to U.S residents by foreign branches of U.S. banks. For Japan. M2 .,. 
CDs is currency in circulation plus total private and public sector deposits and installments of Sogo Banb plus cerul1catc� of 
deposit. For the Federal Republic of Germany. M3 is M I plus private time deposits with maturitie� of less than four years plus 
savings deposits at statutory notice. For the United Kingdom. M4 is composed a� follows: Non-interest-bearing M I piu� private 
sector interest-bearing sterling sight bank deposits plus private sector sterling time bank deposits plus private sector holdings of 
Merling bank certificates of deposit plus private sector holdings of building society shares and deposits and Merling certificates of 
deposit less building society holdings of bank deposit� and bank certificates of deposit. and notes and coin. 
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Financial Policies: lmlu�trial Countn.:' 

Table A l S .  Major Industrial Countries: Interest Rates, 1982-August 19901 

( In pcrccm per annum) 

Augu.,t 
1982 1983 1984 1985 1986 1987 1988 1989 1990 

Short-term interest rates� 

Canada 14.4 9.5 I 1 . 2  9.6 9.2 8.-1 9.6 12.2 13.6 
UniiCd State� 12.4 9.1  10.4 8.0 6.5 6.9 7.7 9.1 !).0 
Japan 7 . 1  6.7 6.4 6.6 5.0 4 . 1  4.4 5.3 7.8 

France 1 4 . 7  12.6 1 1 .9 1 0 . 1  7.8 8.2 7.9 ()_) 1 0 . 1  
Germany . Fed. Rep. of 8.9 5.8 6.0 5.4 4.6 4.0 4.2 7 . I  8.4 
haly 19.4 17.8 15.3 13.9 1 1 .9 1 1 .  I 1 1 . 2  12.7 1 1 .7 
United Kingdom 1 1 .6 1 0 . 1  9.9 12.2 10.9 9.7 10.3 1 3 . 9  15.0 

Seven major countries above 11.8 9.3 9.7 8.4 6.9 6.7 7.2 8.7 9.1 

Four major European coumries above \3.0 1 0 . 8  10.2 9.9 8.3 7.8 7.9 10.3 10.9 

Long-term interest rates' 

Canada 14.4 1 1 . 8  12.7 1 1 .  I 9.5 9.9 10.2 9.9 10.8 
United State� 13.0 1 1 .  I 12.5 10.6 7.7 8.4 8.8 8.5 8 1:!  
Japan 8.3 7.8 7 3 6.5 5.2 5.0 4.8 5 I 7.6 

t-:'rance 15.7 13.6 12.5 10.9 8.4 9.4 9 1  8.8 10.1 
Germany. Fed. Rep. or 9.0 8 . 1  !)_0 7.0 6.1 6.2 6.5 7.0 9.0 
Italy 2 1 . 6  19.5 16.6 14.6 12.2 1 1 . 6 1:!.0 13.3 1 3 . 3  
United Kingdom 1 3 . 1  I 1 . 3  1 1 .3 I I .  I 1 0 . 1  9.6 9.7 10.2 12.0 

Seven major countries above 12.6 1 1 .0 1 1 .4 9.9 7.7 8.0 8.1 8.1 9.2 

Four major European coumries above 13.9 12.4 1 1 .6 10.5 8.9 8.9 9.0 9 5 10.8 

1 Composite� for the coumry groups arc averages of interest rates for individual countries weighted by the average U.S. dollar 
value of their respective GNPs over the preceding three years. 

� Interest rate on the following instrumems: Canada. three-month prime corporate paper: United State�. three-month certititatc� of 
deposit in secondary market: Japan. three-month cenificates of deposit (from July 1984: earlier data refer to three-month Gensak1 
rate): Italy. three-month treasury bill�: France. the Federal Republic of Germany. and the United Kingdom. thr.:e-month interbank 
deposits. 

' Average yield on government bonds with residual maturities of over I 0 years for Canada. yield on ten-year treasury bond� for 
the United States. and over-the-counter sales yield of ten-year government bond� with longest residual maturity for Japan. Long
tern1 (7 to 10 years) government bond yield (Emprunts d'Etat a long terme TME) for France. yield on government bond� wnh 
maturitie� of 9-10 years for the Federal Republic of Gem1any. �econdary market yield on fixed-coupon ( BTPJ government bond� 
(average maturity of about 3.5 years) for Italy. and yield on medium-dated (ten-year) government �lock for the United Kingdom. 
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Financial Policies: Industrial Countries 

Table AJ6. Major Industrial Countries: Central Government Fiscal Balances and Impulses, 1982-9 1 1 

( In percent of GNP): 

Fiscal balance 
( + surplus. - deficit) 
Canada' 
United States• 
Japan' 

France'' 

1982 

-5.4 
-4.6 
-5.2 
-2.7 
-2.4 

1983 1984 

-6.2 -6.8 

-5.2 -4.5 

-5.0 -4.2 

-3.2 -3.4 
- 1 . 9  - 1 .6 

1985 1986 1987 1988 1989 

-6.6 -4.7 -3.9 -3.5 -3.5 
-4.9 -4.9 -3.5 -2.9 -2.6 
-3.8 -3.2 -2.2 - 1 . 3  -0.9 

-3.3 -2.8 -2.3 -2.0 - 1 . 6  
- 1 . 2  - 1 . 2  - 1 .4 -I. 7 -0.9 

1990 

-3.6 
-2.6 
-0.6 

-U 
-2.2 Germany. Feel. Rep. or 

llalv" -13.2 -13.9 -13.2 -13.8 - 1 2.3 - 1 1 .6 -1 1 .5 -1 1 .2 -10.8 
Uni

.
tcd Kmgdom' 

Seven major countries above 

Seven major countries except 
the United States 

Fiscal impulse 
( + expansionary. - contractionw:\') 
Canada' 
United States' 
Japan' 

France6 
Germany, Fed. Rep. of' 
llalv" 
United Kingdom' 

Seven major countries above 

Seven major countries except 
the United State� 

-2.7 

-4.7 

-4.8 

1 . 3  
1 .0 

-0. 2  

0 . 2  
-0.8 

0.3 
-0.3 

0.4 

-0.1 

-2.7 

-5.0 

-4.9 

0.6 
0.8 

-0.4 

0.2 
-0.3 

0.3 
0.4 

0.3 

-3.2 

-4.6 

-4.7 

1 . 5  
0.5 

-0.6 

0.3 
-0.8 

0. 4 

0.2 

-2.3 

-4.7 

-4.5 

0.3 
0.6 

-0.3 

--0.1 

-0.2 
0.5 

-0.4 

0.2 

-0.1 

-2.0 

-4.4 

-3.8 

-1.8 

-0.8 

-0.4 

- 1 . 7  
0 . 2  

�.3 

-0.7 

-1.0 

-3.3 

-3.2 

-0.4 
- 1 .2 
-0.9 

-0.5 
-0.2 
-0.6 
-0.3 

�.9 

-0.6 

1 . 2  

-2.7 

-2.6 

-0.1 
-0.2 
-0.7 

0.4 
0.3 

-I .4 

�.3 

-0.3 

1 . 3  

-2.3 

-2. I 

0 . 1  
-0.4 
-0.3 

-0.2 
-0.6 
-0.3 
-0.3 

�.4 

-0.3 

0.6 

-2.4 

-1.2 

-0.4 
-0.3 

-0.2 

-0.2 
1.5 

-0.6 
0.1  

�.I 

0.1  

1991 

-3.5 

-3.2 
-0 .4 

- 1 . 2  
-3.2 

-10.5 
0.6 

-2.7 

-1.3 

-0.4 
0.4 

-0.3 

-0.2 
1 . 1  

-0.4 
-0.5 

0.1 

-0. 1 

' Composites for the country groups arc weighted averages of the individual national ratios for each year. with weight� 
proportionate to the U.S. dollar value of the respective GNPs 111 the preceding three years. 

' Canada. France. Italy and the United Kingdom : in percent of GDP. 
' Data for Canada and the United Kingdom arc on national income accounts basis. For Canada. the fiscal impulse for I 989 

would be negative if imcrest payments were excluded from expenditure. 
' Data f(lr the United States arc on a budget basis. 
' Data for Japan arc on a national income basis and exclude social security transactions. 
'' Data ror France arc on an administrative basis and exclude social security transaction�. 
• Data t'or the Federal Republic of Germany are on an administrative basis and exclude social security transaction�. 
' Data for Italy refer 10 the �rate �ector and cover the transaction� of the state budget al> well as those of �cvcral autonomou� 

cntitie� operating at the same level but do not include the gross transactions of social security institutions. only their deficit�. 
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Financial Policies: Industrial Coumrie� 

Table A17.  Major Industrial Countries: General Government Fiscal Balances and Impulses, 1982-91 1 

( l n  percent of GNP)! 

Fiscal balance 
( + surplus. - deficit) 
Canada 
United States 
Japan 

FranceJ 
Germany. Fed. Rep. of 
Italy 
United KingdomJ 

Seven major countries above 

Seven major countries except 
the United States 

Fiscal impulse 
( + expansionary. - colllractionw)') 

Canada 
United States 
Japan 

France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Seven major countries above 

Seven major countries except 
the United States 

Memorandum 

Germany. Fed. Rep. of 
Fiscal balance. teiTitorial 

authorities� 

1982 

-5.9 
-3.5 
-3.6 

-2.8 
-3.3 

- 1 1 .3 
-3.5 

-4.0 

-4.4 

1 . 1  
0 . 3  

-0.5 

0.7 
-2. 1 
-2.0 
-0.7 

�.3 

-0.7 

-4.4 

1983 

-6.9 
-3.8 
-3.7 

-3.1 
-2.5 

-10.6 
-3.6 

-4.1 

-4.4 

0.9 
0.6 

-0.2 

-0.4 
-1.4 

0.6 

0.2 

-0.2 

-3.3 

1984 

-6.5 
-2.8 
-2.1 

-2.8 
- 1 . 9  

-1 1 .6 
-3.4 

-3.3 

-3.8 

1 . 1  
0.7 

-1 .3  

-0.7 
0.5 
0.8 

-0.3 

0.2 

-0.3 

-2.6 

1985 

-6.8 
-3.3 
-0.8 

-2.9 
- 1 . 1  

-12.5 
-2.2 

-3.3 

-3.3 

1 . 1  
0.7 

-1.0 

0.2 
-0.1 

0.8 
-0.5 

0.3 

-0.2 

-2. 1  

1986 

-5.4 
-3.4 
-0.9 

-2.7 
-1 .3  

-1 1 .7 
-1.3 

-3.2 

-3.0 

- 1 . 2  
O . l  

-0.4 

0.2 
-1 .0 
-0.4 

�.1 

-0.4 

-2.2 

1987 

-4.0 
-2.4 

0.7 

-1.9 
- 1 . 8  

-1 1 . 1  
0.3 

-2.2 

- 1 . 9  

-0.8 
-0.8 
-1.5 

-0.9 
-0.5 
-0.6 
-0.8 

�.9 

-1 .0 

-2.5 

1988 

-2.9 
-2.0 

2 . 1  

- 1 . 8  
-2.1 

-10.9 
2.2 

-1.5 

- 1 . 1  

-0.5 
0.2 

-0.9 

0.4 
0.8 
0.5 

-0.9 

-0.2 

-2.5 

1989 

-3.4 
-1.7 

2.8 

-1.4 
0.2 

-10.2 

1 . 5  

�.9 

-0.3 

0.5 

-0.4 

-0.6 

0. 1 
- 1 . 7  
-0.6 

0.4 

�.5 

-0.5 

-1.2 

1990 

-3.6 
-1.7 

3 . 1  

-1.3 
-2.2 
-9.8 

0.7 

-1.1  

-0.7 

-0.6 
-0.5 

2.9 
-0.4 

0. I 

0.4 

-3.2 

1991 

-3.0 
-2.3 

3.3 

- 1 .2 
-3.5 
-9.6 

0.4 

-1.5 

-0.9 

-1.3 
0.3 

-0.4 

-0.1 
1 .5 

-0.4 
-0.3 

0.1 

-0.1 

-4.0 

' Data are on a national income accounts basis. Composites for the country groups are weighted averages of the individual 
national ratios for each year, with weights proportionate to the U.S.  dollar value of the respective GNPs in the preceding three 
years. 

2 Canada. France, Italy. and the United Kingdom: in percent of GDP. 
' Adjusted for valuation changes of the foreign exchange stabililation fund. 
J Excluding asset sales. 
� General government, on an administrative basis, excluding social security transactions. 
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Financial Policies: Developing Coumries 

Table A18.  Developing Countries: Broad Money Aggregates, 1982--891 

(Annual changes, in percem) 

1982 1983 1984 1985 1986 1987 1988 1989 

Developing countries 32.4 37.6 48.9 45.6 35.3 50.7 77.4 107.9 

By region 

Africa 16.0 1 5 . 1  20.5 1 7.7 10.6 19.9 25.5 19.2 
Asia 1 8 . 1  20.7 24.9 18.8 23.8 23.8 22.2 20.9 
Europe 30.8 18.5 28.5 3 1 .6 34.3 4 1 .7 63.9 180.1 
Middle East 19.9 14.4 19.0 1 8.4 12. 5  1 1 .7 1 1 .  I 13.6 
Western Hemisphere 74.2 107.9 144.5 139.2 84.3 150.5 312.3  508.8 

By predominant export 

Fuel 22.9 22.0 20.7 19.9 22.4 30.1 22.0 15.0 
Non-fuel exports 37. 1 46.1 65.2 59.8 41 .8  60.6 106.6 158.0 

Manufactures 38.6 44.8 64.9 58.0 43.7 66.7 123.0 168.0 
Primary products 52.4 93.4 135.9 136.6 67.4 86.5 142.0 325.4 

Agricultural products 56.4 109.7 150.7 139.7 70.7 9 1 . 1  139.3 324.3 
Minerals 39.8 48.8 9 1 .3 1 24.9 52.7 65.1  156.3 33 1 . 1  

Services and private 
tran�fers 22.5 12.3 16.2 16.2 23.5 16.5 13.5 12.4 

Diversified export base 16.0 15.5 19. 1 13.4 8.4 14.9 22.0 24.6 

By financial criteria 

Net creditor countries 17 .2  9.7 9.2 14.3 12.5  1 3.0 1 1 . 4  1 3 . 1  
Net debtor coumries 35.2 43.3 57.4 5 1 . 9  39.7 57.9 90.9 127.6 

Market borrowers 57.1  77.7 98.6 92.9 59.6 107.9 199.4 287.8 
Diversified borrowers 20.3 23.4 33.8 24.3 23.9 25.2 33.0 49.7 
Official borrowers 28.9 20.1 27.6 37.6 36.2 37.5 39.6 44.5 

Coumries with recem debt-
servicing difficulties 47.3 6 1 . 8  8 1 .9 82.1 56.8 96.6 176.4 28 1 . 1  

Countries without debt-
servicing difficulties 2 1 . 3  22.5 30.8 2 1 . 1  2 1 .4  20.5 19.7 20.9 

Miscellaneous groups 

Sub-Saharan Africa 18.7 15.8 27.5 28.0 28.0 20.7 24.1 18.4 
Twelve major oil exporters 13.9 13.8 1 1 . 2  13.9 10.4 14.4 15.6 16.3 
Net debtor fuel exporters 27.8 32.9 30.4 24.7 3 1 .0 44.5 30.2 16.8 
Four newly industrializing 

Asian economies 27.6 19.5 1 5 . 2  18. 1 20.0 22.8 19.2 16.5 
Small low-income economies 24.2 23.0 25.5 36.4 45.0 48. 1  42.1 3 1 .6 
Fifteen heavily indebted 

countries 61.2 89.2 1 17.7 1 18.2 74.7 136.2 272.3 473.9 

Memorandum 
Median estimates 

Developing countries 16.5 16.1  16.2 15.3 17.6 15.7 16.7 13.5 

By region 

Africa 16.3 13.6 1 5 . 7  1 5 . 7  1 5 . 0  14.0 12.0 1 1 .6 
Asia 20.7 20.4 16.6 15.6 16.8 18.7 18.4 18.3 
Europe 17.9 I 1 . 7  13 .8 I I .4 10.9 13.2 17. 1  13.4 
Middle East 19.3 16.0 15.2 1 1 .7 9.9 8.9 7.9 12.6 
WeMern Hemisphere 14.3 16. 1 16.3 1 5.2 23.5 19.4 25.2 1 5 . 1  

1 Except where otherwise indicated. geometric averages of country indices. weighted by the average U.S. dollar value of GDPs 
over the preceding three years. 

130 



©International Monetary Fund. Not for Redistribution

Financial Policies: Developing Coumries 

Table Al9.  Developing Countries: Central Government Fiscal Balances, 1982-901 
( I n  percent of GDP) 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

By predominant export 

Fuel 
Non-fuel exports 

Manufactures 
Primary product 

Agricultural products 
Minerals 

Services and private 
transfers 

Diversified export base 

By financial criteria 

Net creditor �.:oumrit:l> 
Net debtor countries 

Market borrowers 
Diversified borrowers 
Official borrowers 

Countries with recent debt
servicing difficulties 

Countries without debt
servicing difficulties 

Miscellaneous groups 

Sub-Saharan Africa 
Twelve major oil exporters 
Net debtor fuel exporters 
Four newly industrializing 

A!>ian economies 
Small low-income economies 
Fifteen heavily indebted 

countries 

Memorandum 
Median estimates 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

1982 

-5.1 

-6.8 

-4.3 
-{).8 

-6.8 

-5.8 

-5.9 
-4.7 

-2.8 
-8.2 

-9.1 
-5.2 

-12.9 
-6.4 

-0.6 

-5.9 

-5.6 
-5.4 
-8.6 

-6.6 

-4.9 

-7.0 
-5.4 
-9.6 

-2.1 
-7.9 

-5.5 

-6.6 

-7.3 
-6 . 1  
-1 .8 

-9.1 
-5.4 

1983 

-5.5 

-7.5 
-3.3 
-Q.7 

-10.0 

-5. 8 

-7.5 
-4.5 

-3.0 
-7.2 
-7.5 
-6.3 

- 1 1 .7 
-5.5 

-6.3 
-5.3 

-5.2 
-5.0 
-7.4 

-6.0 

-4.5 

-5.7 
-7.8 

-7.9 

-{).9 
-6.8 

-5.6 

-6.5 

-7.7 
-4.2 

- 1 . 1  

-9.2 
-5. 1 

1984 

-4.9 

-5. 1 
-2.8 
-Q.6 

-10.4 
-5.3 

-5.8 
-4.5 

-3.3 
-6.4 
-6.5 
-5.9 

-1 1 . 6  
-5.3 

-6.9 
-4.6 

-4.3 
-4.2 
-6.9 

-4.9 

-4.2 

-5. 1  
-6.1  

-4.4 

0. 1 
-6. 1 

-4.6 

-4.8 

-5.7 
-3.5 
-1.6 

- 12.8 

-4.8 

1985 

-5.1 

-4.8 
-3.1 
-Q.7 
-8.2 

-7. 1 

-6.0 

-4.7 

-4.1 
-4.2 
-4.0 
-5.0 

- 1 2 . 1  
-4.7 

-5.6 

-5.0 

-5.9 
-3.7 
-6.6 

-5.9 

-3.9 

-5.4 
-5.7 
-5.6 

0.8 

-6.8 

-6 . 1  

-4.5 

-5. 1  
-4. 3  
-1.2 
-8 .5 
-3. 0 

1986 

-7.2 

-6.7 
-3.9 
-{).8 

-13.7 
-9.2 

-1 1 .3 
-5.3 

-5.0 
-3.7 
-3.5 
-4.6 

- 1 1 . 1  
-6.3 

-1 2 .4 
-6.3 

-8.2 
-4.4 
-6.5 

-7.8 

-4.4 

-6.2 

- 1 1 .2 
-9.3 

0.4 
-7.0 

-8.6 

-5.0 

-6.1 
-4.9 

-2.3 
-14.6 

-3.4 

1987 

-6.8 

-7. 1  
-3.5 
-().7 

- 1 2 . 1  
-9.2 

-10.6 
-5.1 

-4.8 
-4.2 

-4.0 
-5. 2 

-10.7 
-5.8 

-1 1 .6 

-6.0 

-8.0 
-3.7 
-6.7 

-7.5 

-4 . 1  

-7.1 
-9.7 
-8.4 

0.3 
-6.8 

-8.8 

-5.4 

-6.4 
-4.7 
-2.9 

-12. 1 

-2.6 

1988 

-6.7 

-8.5 
-3.3 

0.2 

-1 1 .6 
-9.4 

-10.5 
-5.2 

-5. 1  
-4.4 
-4.5 
-3.7 

-10.7 
-4.3 

-10.9 
--6.1 

-8. 1 

--l.O 
-6.2 

-7.6 

-4.2 

-6.8 
-1 0.8 

-8.6 

0.9 
-7.0 

-9. 1 

-5.2 

-5.6 

-4 . 1  
-Q.9 

-12.3 
-3.5 

1989 

-8.0 

-5.3 
-3.4 
-1.8 
-9.9 

-15.5 

-7.1 
-8 .4 

-9.9 
--l.O 
-4.3 
-2.7 

-9.9 
-4.0 

-8.8 

-7.':> 

- 1 2 . 1  
-3.8 
-7.6 

-1 1 .2 

-4.0 

-7.7 
-7.5 
--l.4 

0.3 
-7.1 

-14.0 

-4.9 

-5.0 
--l.5 
-2.2 

-10.1 
-2.7 

1990 

-3.8 

--l.9 
-3. 1 
-0.1 
-9.7 
-2.2 

-6.8 
-2.8 

-2.6 
-2.6 
-2.3 
-4.0 

-2.5 
--l.l 

-8.9 
-3.0 

-2.5 
-2.9 
-5. 8 

-2.6 

-3 . .5 

-7.2 
-7.5 
-3.8 

-Q.I 
-6.9 

-3.0 

-3.7 

-4.4 
-2.3 
-Q.8 
-9.4 
-2.1 

' Arithmetic averages of country balances. in percent of GDP. weighted by the average U.S. dollar value of GDP� over the 
preceding three years. 
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Trade: Summary 

Table A20. Summary of World Trade Volumes and Prices, 1972-91 
(Annual changes. in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

World trade� 

Volume 5.2 -2.4 2.5 8.6 2.7 4.9 6.7 9.1 7.3 5.4 5.3 
Unit value in U.S. dollar tcnllS 13. 1  -4.4 -4.8 -2.3 -1 .8  4.5 10.0 5 . 1  1 . 2  8.4 6.3 

in SDR terms' 1 1 .3 2. 1  -1 .7  1 .9 -0.9 -9.6 -0.2 1 . 1  6 . 1  3.8 3.5 

Volume of trade 

Exports 
Industrial countries 6 . 1  -2.0 2.9 9.9 4.4 3 . 1  5 . 1  8.8 7.0 6.3 5.2 
Developing countries 1 . 9  -6.9 1 .5  5.8 -0.9 8.3 12.1  10.5 6.7 5.0 5.3 

Fuel exporters - 1 . 9  - 1 4 . 1  -5.0 -4.8 13.6 2.2 12 . 1  7.6 1 .7 4. 1 
Non-fuel exporters 6.2 0.2 6.5 9.8 1 .4  6.6 15.9 10.0 6.4 6 . 1  5.6 

Imports 
Industrial countries 4.7 -0.7 4.5 12.3 4.5 8.9 7.0 9.0 8. 1  5.5 4.5 
Developing countries 8.0 -4.3 -3.1 1.6 -1.4 -3.0 7.2 10.6 8.6 .u 6.3 

Fuel exporters 15.9 -1 .8  -12 .6  -8.0 -10.8 -19.8 -7.4 6 . 1  5.4 6.5 14.2 
Non-fuel exporters 5.3 -5.6 1 . 7  5.7 2. 1  3 . 1  1 1 .4 1 1 .7 9.3 3.6 4.6 

Unit value of trade 
(in SDR terms) 

Exports 
Industrial countries 8.8 2.6 -0.8 1 .0  -0.1 -2.0 0.9 2.0 4.9 4.6 3.8 
Developing countries 19.1  1 .9  -3.6 4.8 -2.7 -25.5 - 1 .3 -0.9 10.2 1 . 3  2.5 

Fuel exporters 28.8 2. 1 -8.2 3 . 1  -4.4 -49.1 7.2 -15.5 17.4 9.9 5.6 
Non-fuel exporters 10.9 1 . 8  0.2 6 . 1  - 1 . 6  -12.3 -4.2 4. 1 8.2 -1 .3  1 .5  

Imports 
Industrial countries 1 1 .0 0.9 -2.5 0.7 -0.7 -10.1  0.2 0.5 5 . 1  5 . 1  4.0 
Developing countries 1 1 .2 3.5 -0.4 3.2 -1 .2  -10.8 -3.0 2.6 7 . 7  1 .5  2.8 

Fuel exporters 9.3 4.0 0.5 2.5 -0.6 -4.3 -2.0 3.6 6 . 1  - 1 . 1  1 . 6  
Non-fuel exporters 1 1 .9 3.3 -0.8 3.5 -1 .4  -13.0 -3.3 2.3 8 . 1  2. 1  3.0 

Terms of trade 

Industrial countries - 1 . 9  1 . 6  1 .8  0.3 0.6 9.0 0.7 1.4 -0.2 -0.5 -0.2 
Developing countries 7.0 -1 .5  -3.3 1 . 6  -1.5 -16.4 1 .8  -3.4 2.3 -0.2 -0.3 

Fuel exporters 17.8 -1 .8  -8.6 0.6 -3.9 -46.7 9.4 -18.4 10.7 1 1 .0 3.9 
Non-fuel exporters -0.8 - 1 . 5  1 . 0  2.5 -0. 1 0.8 -0.9 1.7 0.1 -3.3 -1 .5  

Memorandum 

World trade prices (in u.s. 
dollar tem1s) for major 
commodity groups' 

Manufactures 10. 1 -2. 1  -2.8 -3.1 1 . 1  17.7 1 1 .9 6 . 1  -0.4 7.9 5.7 
Oil -4.6 -48.8 28.7 -20.5 21.4 19.9 10.5 
Non-fuel primary commodities 9.5 -10.4 6.2 2.2 - 1 3 . 1  -3.9 8.6 23.5 -0.3 -8.1 -0.4 

1 Compound annual rates of change. Excluding China. 
: Averages of growth rates for world exports and imports based on data for the two groups of countries shown separately below 

and on partly estimated data for the U.S.S.R. a.nd nonmember countries of Eastern Europe. 
' As represented. respectively. by the export unit value index for the manufactures of the industrial countries: the average of UK 

Brent. Dubai. and Alaska North Slope crude petroleum spot prices: and the index of market quotations for non-fuel primary 
commodities in world exports. 
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Trade: lnduwial Countrie� 

Table A21. Industrial Countries: Merchandise Trade, 1972-91 
(Changes. in percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1<)88 1989 1990 1991 

Total merchandise trade 

Value ( in U.S. dollar tenns) 
Exports 17.4 -5.9 - 1 . 1  6.5 3.3 16.6 16.9 15.3 7 . 1  16.3 12.2 

Imports 18.0 -6.2 - 1 . 3  8.5 2.9 1 3 . 1  18.  I 13.9 SA 15.9 1 1 .6 

Volume 
Export� 6 . 1  -2.0 2.9 9.9 4.4 3 . 1  5 . 1  8.8 7.0 6.3 5.2 
Imports 4.7 -0.7 4.5 12.3 4.5 8.9 7.0 9.0 8 . 1  5.5 4.5 

Unit value (in U.S. dollar terms} 
Exports 10.6 -4.0 -3.9 -3.1 - 1 .0 13.2 1 1 .2 6.0 9.4 6.7 

Imports 12.8 -5.5 -5.6 -3.4 -1.6 3.9 10.4 4.5 0.3 9.9 6.8 

Terms of trade -1.9 1 . 6  1 . 8  0.3 0.6 9.0 0.7 1 . 4  -0.2 -0.5 -0.2 

Non-oil trade 

Value ( in u.s. dollar terms) 
Expo m 16.8 -6.2 - 1 .2 6.8 3.4 19.7 17.2 15.9 7.0 16.0 12.0 

Imports 15.6 -3.6 1.7 10.6 5 . 1  23 . 1  18.5 16.3 6.9 I ·U 1 1 .6 

Volume 
Exports 6.4 -2.4 2.5 10.2 4.4 2.8 5.2 8 . 6  7.3 6.4 5.2 
Imports 5.7 1 . 6  6.2 14.3 6.4 8.7 7.6 9 3  7.8 5.3 5 I 

Unit value ( in U.S. dollar terms) 
Exports 9.8 -3.9 -3.7 -3.2 -0.9 16.5 1 1 .3 6.8 -0.3 9.0 6.5 

Imports 9.3 -5. 1  -4.2 -3.2 - 1 . 2  13.3 10. 1  6.-1 -0.9 8.9 6.2 

Terms of trade 0.4 1 .4 0.6 0.3 2.8 1 . 1  0.3 0.5 0.1 0.3 

Memorandum 

Real GNP� 2.9 2.2 4. 1 3 . 1  2.7 3.0 4 . 1  3.4 2.6 2.4 

Apparent income elasticity of 
non-oil imports' 3.7 -75.1 2.8 3 5 2.0 3.3 2.5 2.3 2.3 2 . 1  2 I 

Import volume of developing 
countrie� 8.2 -4.3 -3. 1  1 .6 -1.4 -3.0 7.2 10.6 8.6 4. 1  6.3 

Market prices of non-fuel 
primary commodities (in 
U.S. dollar terms)' 9.2 -8.9 6.0 1 . 7  -12.7 -3.5 16.3 20.2 0.2 -6.7 -0.5 

Unit lab<>r costs i n  manufac-
luring ( in U.S.dollar term�) 8.6 - 1 . 3  -3.9 -5.0 -0.4 18.2 8.6 4.2 -2.2 6 . 1  5.4 

1 Compound annual rates or change. 
1 Averages of changes for individual countries weighted by the average U.S. dollar value of their respective non-oil tmports over 

the preceding three year�. 
' Ratio of growth in non-oil imports to growth in real GNP . 

• Average of individual commodity price indices weighted by the u.s. dollar value of industrial countries tmports ol the 
respective commodities in 1979-8 1 .  
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Trade: Industrial Countries 

Table A22. Industrial Countries: Export Volumes, Import Volumes, and Terms of Trade, 1972-91 1 
(Annual changes. in percent) 

Average� 

1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Export volumes' 

Canada 5.6 -0.5 7.4 18.6 6.4 4.0 3.6 9.4 1 . 3  4.4 3.0 

United State� 7.7 -10.9 -3.8 8.0 3.2 8.0 14.5 22.5 10.9 1 1 .0 6.0 

Japan 8.9 -2.2 7.9 16.2 4.6 -0.6 0.3 5 . 1  3.8 5.6 6.0 

France 6.9 -3.8 3.8 5.2 1 .8 -0.2 2.3 9 . 1  10.2 7.6 6.8 

Germany . Fed. Rep. of 5.6 3 . 3  -0.3 9.2 5.9 1 .3  2.8 7.4 7.7 3.7 2.8 

Italy 6.0 - 1 . 7  3.4 7.9 3.2 3.8 3.0 5.2 9.2 6.0 6.0 

United Kingdom 4.0 2.8 2.3 8 . 1  5.5 4.0 5.0 1 . 6  5.5 9.8 5.7 

Other industrial countries 5.4 1 . 2  5.9 8.6 5.2 2.8 6A 6.6 6.2 4.3 5.0 

All industrial countries 6.1 -2.0 2.9 9.9 4.4 3.1  5.1  8.8 7 .0 6.3 5.2 

or which. 
Seven major countries above 6.4 -3.0 1 . 9  10.3 4. 1 3. 1  4.6 9.7 7.3 7 . 1  5.2 

European counLries 5.6 0.5 3.7 7.9 4.2 2.8 4.3 6.7 7.4 5.4 5.0 

European Community 5.7 0.7 3 . 1  7.8 3.9 3 . 1  4.4 6.9 7.6 5.8 5 . 1  

Import volumes• 

Canada 8.6 -16.5 1 1 .  I 19.7 10.4 8 . 1  6.2 1 3 . 6  4.8 1 . 3  2.6 

United States 4.6 -3.7 12.9 24.9 4.5 13 .4 5.9 6 5  5.8 3.5 1 .4 

Japan 3.5 -0.6 0.8 10.5 0.4 9.5 9.3 16.7 7.8 4.2 4.6 

France 6.7 3.0 - 1 . 6  3 . 1  4 3  7 . 1  6.7 9.3 10.7 8.2 6.6 

Germany. Fed. Rep. of 3.5 1 . 3  4.0 5. 1 4. 1 6.2 5.4 6.7 7 . 1  9.6 8.2 

Italy 3.8 - 1 . 7  -1 .9 10.8 4. I 7.6 10.8 6.9 8.3 5.4 5.6 

United Kingdom 2.8 5.6 8.7 1 1 .4 3.2 7. 1 7.0 13.3 7.8 1.8 2.5 

Other industrial eountrie� 4.6 1 .2 1 .0 6.4 6.2 7.4 8.5 7.5 8.9 5.3 5.4 

All industrial countries 4.7 4>.7 4.5 12.3 4.5 8.9 7.0 9.0 8.1  5.5 4.5 

Of which. 
Seven major countriel> above 4.7 -1 .5 5.8 14.4 4.0 9.4 6.5 9.6 7.8 5.5 4.1  

European countries 4.4 1.5 2.3 6.4 4.5 7.6 8.0 8.1 8.4 6.3 5.l) 

European Community 4.5 1 .6 2.0 6.3 4.2 7.7 8.5 8.6 8.5 6.7 6.3 

Terms of trade' 

Canada 2.2 - 3 . 1  1 . 3  -0.9 -1 .2  -2.4 3 . 1  2.2 1 . 3  -1.5 -().4 

United States -3 .4 3.0 3.3 1 .9 -2.2 �).3 -6.9 2.0 1 .0 -2.4 -1.7 

Japan -6.3 0.8 3.2 2.0 4.4 34.5 1 . 0  2.4 -1.2 -4.6 -0.8 

France - 1 . 6  2.0 2.4 1 . 0  2.6 9.7 1 . 0  0.5 -0. 1 0.5 0.2 

Germany. Fed. Rep. of -2.5 3 . 7  1 . 7  -2.3 1 . 3  1 5 . 1  3.7 -0.3 -2.5 :u 1 .0 

Italy -3.4 2.7 2.3 -2.0 0.4 16.7 2.7 0.9 - 1 . 3  0.2 -0.1 

United Kingdom -0.7 -0.5 - 1 . 7  0.9 -5.1  1 . 1  0.8 2.8 0.7 0.4 

Other industrial countrie� -0.4 1 . 3  -0.1 1 . 3  0.4 4. 1 0.4 1 . 2  0.4 0.4 0.7 

All industrial countries -1.9 1.6 1.8 0.3 0.6 9.0 0.7 1 . 4  4>.2 4>.5 4>.2 

Of which. 
Seven major countries above -2.6 1 .7 2.3 -0 . 1  0.7 10.7 0.9 1 . 5  �.5 -().7 -0.4 

European countries - 1 . 4  2.0 1 .0 -0.3 1 . 1  8. 1 1 . 5  0. 1 -0.-t 1 . 1  0.5 

European Community - 1 . 5  1 . 9  1 .2 -0.8 1 . 5  9.2 1 .7 0.2 �.7 1 .4 0.4 

1 Trade in goods only. 
: Compound annual rates of change. 
' Composites for country groups are averages of percentage changes for individual countries weighted by the average u.s. dollar 

value of their respective merchandise exports over the preceding three years. 
" Coanpo�ites for country groups are averages of percentage changes for individual countries weighted by the average u.s. dollar 

value of their respective merchandise import� over the preceding three years. 
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Trade: Developing Countrie� 

Table A23. Developing Countries: Merchandise Trade, 1972-91 
(Annual changes. in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 19!!7 1988 1989 1990 1991 

Developing countries 

Value (in U.S. dollar terms} 
Exports 23.3 -1 1 .2 -5.3 6.4 -4.5 -6.8 22.0 13.8 12.1 1 1 .2 10.9 
Import" 22.0 -7.3 -6.5 0.5 -3.5 - 0 . 1  14.6 17.9 1 1 .6 10.4 12.2 

Volume 
Ex pons 1 . 9  -6.9 1 . 5  5.8 -0.9 8.3 1 2 . 1  10.5 6.7 5.0 5.3 
I m pons 8.0 -4.3 -3.1  1 .6 -1.4 -3.0 7.2 10.6 8.6 4 . 1  6.3 

Unit value (in U.S. dollar terms) 
Expo m 2 1 . 0  -4.6 -6.7 0.5 -3.6 -13.9 8.8 3.0 5 . 1  5.9 5.3 
I m pons 13.0 -3.1 -3.5 - I .  I -2.1 3.0 6.9 6.6 2.7 6 . 1  5.6 

Tem1s of trade 7.0 -1.5 -3.3 1 .6 -1.5 -16.4 1 . 8  -3.4 ") � - ·-' -0.2 -0.3 
Purchasing power of expons2 9 . 1  -8.4 - 1 . 9  7.5 -2.4 -9.5 14.2 6.7 9.2 4.8 5.0 

Memordndum 

Real GNP growth of trading 
partners 4.3 0.8 3.5 5.5 3 . 2  3 . 8  4.6 5.2 3.8 3.2 3.4 

Market prices (in U .S. dollar 
terms) of primary commoditic!> 
(excluding petroleum) exponed 
by developing countries 10.5 -9.9 6.9 4.2 -12.9 -1.2 3.4 18.-t - 1 . 7  -8.0 -0.1 

Fuel exporters 

Value (in U.S. dollar terms) 
Ex pons 28.4 -17.9 -15.5 -1 .2  -9.9 -33.2 20.8 -1 .5  20.4 16.8 12.9 
Imports 28.8 -4.3 -15.0 -9.6 -12.2 - 1 1 .3 14.3 6.6 10.1  19.2 

Volume 
Ex pons -1.9 -14.1 -5.0 -4.8 13.6 2.2 1 2 . 1  7.6 1 . 7  4. 1 
lmpons 15.9 -1.8 -12.6 -8.0 -10.8 -19.8 -7.4 6 . 1  5.4 6.5 14.2 

Unit value (in U.S. dollar terms) 
Exports 30.9 -4.4 -1 1 . 1  - 1 . 2  -5.3 -4 1 . 1  1 8 . 1  -12.1  1 1 .9 14.8 8.4 
I m pons 1 1 .  I -2.6 -2.7 - 1 . 7  - 1 . 5  10.5 8.0 7.7 1 . 1  3.4 4.3 

Terms or trade 17.8  -1.8 -8.6 0.6 -3.9 -46.7 9.4 -18.4 10.7 1 1 .0 3.9 
Purchasing power of cxpons2 15.6 -15.7 -13.2 0.5 -8.5 -39.5 1 1 .8 -8.6 19.0 12.9 8.2 

Memorandum 

Average spot oil price' -4.6 -48.8 28.7 -20.5 2 1 . .+  19.9 10.5 
Real GNP growth of trading 

panners 3.8 0.6 3 . 1  5.2 3.4 3.3 4.1 4.9 3.7 3.2 3.2 
Export unit value (in U.S. 

dollar tem1s) of 
manufacturesJ 1 0 . 1  -2.1 -2.8 -3. 1 1 . 1  17.7 1 1 .9 6.1  -0.4 7.9 5.7 

135 



©International Monetary Fund. Not for Redistribution

Trade: Developing Countries 

Table A23 (concluded). Developing Countries: Merchandise Trade, 1972-91 
(Annual changes, in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Non-fuel exporters 

Value (in U.S. dollar tem1s) 
Exports 19.7 -4.5 3.4 1 1 . 7  - 1 . 1  8 . 1  22.4 19.0 9.8 9.4 10.2 
Imports 19.8 -8.7 -2.3 4.9 -0.3 3.6 18.7  18.8 12.7  10.5 10.8 

Volume 
Exports 6.2 0.2 6.5 9. 8  1 .4  6.6 15.9 10.0 6 4  6.1 5.6 
Imports 5.3 -5.6 1 .7 5.7 2.1  3 . 1  1 1 .4 1 1 .7 9.3 3 6 4.6 

Unit value (in U.S. dollar terms) 
Exports 12.7 -4.7 -3.0 1 . 7  -2.5 1 .4  5.6 8.2 3.2 3.1  4.3 
I m pons 13.7 -3.3 -3.9 -0.8 -2.4 0.5 6.5 6.3 3 . 1  6.7 5.9 

Terms of trade -0.8 - 1 . 5  1 .0  2.5 -0.1 0.8 -0.9 1 .7 0 . 1  -3.3 - 1 . 5  
Purchasing power of exportsl 5.3 - 1 . 3  7.6 12.6 1 .3  7.5 14.9 1 1 .9 6.5 2.6 4. 1 

Memorandum 

Real GNP growth of trading 
panners -5.9 0.9 3.7 5.5 3 . 1  3.9 4.7 5.2 3.7 3.1 3.4 

Market price (in U.S. dollar 
terms) of primary commodities 
(excluding petroleum) exported 
by non-fuel exporters 9.6 -1 1 . 2  6.6 3.6 -13.0 -1 .4 2.4 19.1  -0.7 -7.5 --0.5 

Gross reserves (end of period) as 
percentage of total imports of 
goods and services3 22.4 17.2 19.1  2 1 .0 23.4 27.2 30.8 28.4 28.3 29.8 29.9 

1 Compound annual rates of change. Excluding China. 
l Export earnings deOated by import prices. 
3 Based on UK Brent, Dubai, and Alaska North Slope crude petroleum spot prices. 
• Exported by the industrial countries. 
s Gold holdings are valued at SDR 35 an ounce. 
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Trade: Developmg Countric� 

Table A24. Developing Countries: Export Volumes, 1972-91 
(Annual changes. in percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 1.9 --{). 9 1.5 5.8 �.9 8.3 12.1 10.5 6.7 5.0 5.3 

By region 

Africa -0.6 -8.9 -1 .4 - 1 . 1  -5.6 8.6 4.2 -1.5 2.7 3.4 
Asia 10.5 1 . 4  9.3 13.8 3.2 13.3 20.2 1 3 . 1  9.2 8.3 7.0 
Europe 5.4 4.6 6.5 13.0 1 . 1  7.5 5.6 0.8 -0.1 3.0 
Middle East -2.6 -17.8 -10.3 -4.8 -7.1 14.1 3.4 14.7 6.2 - 1 . 2  3.7 
Western Hemisphere 2.5 -1.0 7.6 7.8 1 . 0  -2.8 7.7 10.3 4.8 4. 1 5.3 

By predominant export 

Fuel -1.9 -14.1 -5.0 -4.8 13.6 2.2 12. 1  7.6 1.7 4.1 
Non-fuel exports 6.2 0.2 6.5 9.8 1.4 6.6 15.9 10.0 6.4 6.1 5.6 

Manufacture� 9.7 2.3 9.9 15.4 3.4 6.9 19.0 1 2 . 1  7 . 1  6.0 5.9 
Primary products 1 .7 0.7 -0.6 0.6 5.7 6.4 5.3 3.4 5 . 1  7.4 5.5 

Agricultural products 2.0 -1.6 -0.7 -0.1 6.3 7.8 5.6 6.8 4.8 10.1 3.8 
Minerals 1 . 5  5.7 -0.4 2 . 1  4.5 3.3 4.8 -2.8 5.6 2.4 9.2 

Services and private 
transfers 1 . 3  -2.1 -0.6 3 . 1  -0.3 6.4 7.5 6.5 8.7 6.8 9.0 

Diversified export base 2.6 -7.8 1 . 1  -3.0 -10.6 5.0 10.4 4.3 2.5 5.6 3.3 

By financial criteria 

Net creditor countries -0.8 -17.5 --{}, 9 -3.8 -7.2 18.2 5.8 9.0 5.0 4.7 5.7 
Net debtor countries 3.5 - 1 . 3  5.0 9.3 1 . 0  6.1  13.8 10.9 7 . I  5 . 1  5.2 

Market borrowers 5.9 -0.5 9.2 8.2 -0.9 6.4 15.8 13.6 7.3 6.2 5.5 
Diversified borrowers 1 . 5  -3.6 -0.5 12.9 4.2 5.2 1 3 . 1  8.3 8.3 3.2 4.4 
Official borrowers 0.8 3.2 3 . 3  3.4 8. 1 5.6 4.3 0.3 5.3 5.8 

Countries with recent debt-
servicing difficulties 0.7 - 4 . 1  2.2 5.7 -1.4 0.8 6.2 7.8 3.5 -0.3 2. 1 

Countries without debt-
servicing difficulties 8.0 1 . 7  7.8 12.9 3.3 10.6 19.6 13.0 9.3 8.4 7.0 

Miscellaneous groups 

Sub-Saharan Africa 0.3 -I.  7 -1.4 2 . 1  -0.3 12.7 5.7 -2.6 2.8 4.9 4.8 
Twelve major oil exporters -2.5 -16.9 -7.4 -1.8 -5.7 15.5 1 . 2  1 3. 1  8.6 0.6 3.7 
Net debtor fuel exporter!> -1.0 -4.2 3.4 9.7 1.2 13.6 5.8 8.7 7.9 -2.4 1 .3 
Four newly industrializing 

Asian economics 15.3 2.5 14.6 16. 1 4 . 1  20.6 23.2 14. 1 8.3 6.5 5.8 
Small low-income economic� -0.2 -3.4 2 . 1  -1.8 3.2 1 1 . I 2.0 2.2 5.9 5.5 6.6 
Fifteen heavily indebted 

countries 2.4 -3.1 5.2 8.2 1 . 7  -0.1 6.0 9.8 5.3 4.9 5 . 1  

1 Compound annual rates of change. Excluding China. 
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Trade: Developing Countries 

Table A25. Developing Countries: Import Volumes, 1972--9 1  
(Annual changes, i n  percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 8.0 �.3 -3.1 1.6 -1.4 -3.0 7.2 10.6 8.6 4.1 6.3 

By region 

Africa 5.4 -14.3 -13.4 -7.2 -14.9 -7. 1  -0.3 2.7 -0.5 1 . 1  - 1 . 3  
Asia 8.8 2 . 1  9.1  7.7 7.8 2. 1 15 .5  19.0 13.6 6.3 6.1  
Europe 3.7 -6.9 3.6 8.3 3 . 1  3.9 4.2 1 . 1  9.1! - 1 . 6  4.4 
Middle East 14.3 6 . 1  -3.1 -7.3 -13.2 -19.7 -5.1 -0.2 2.3 0.3 1 1 .9 
Western Hemisphere 6.4 -18.4 -23.7 4.4 0.1 5.3 4.5 6.4 1 . 5  5.2 8.7 

By predominant export 

Fuel 15.9 -1.8 -12.6 -8.0 -10.8 -19.8 -7.4 6.1  5.4 6.5 14.2 
Non-fuel expons 5.3 -5.6 1 . 7  5.7 2 . 1  3 . 1  1 1 .4 1 1 . 7  9.3 3.6 4.6 

Manufactures 6.6 -3.3 6.0 9.3 8.4 5.2 13.6 14.1  12.3 4.8 6.4 
Primary products 3 . 2  -15.0 -9.5 -0.9 -4. 1 5.8 7.2 1.6 1 . 7  0.4 -0.8 

Agricultural products 2.5 -14.3 -7.6 0.5 -3.3 5.9 6.6 0.9 -0.9 0.9 -0.8 
Minerals 4.7 -16.5 -13.8 -4.5 -6.4 5.6 8.7 3.5 8.3 -0.7 -0.9 

Services and private 
transfers 5.0 3 7 4.5 3.2 -0.4 -3.9 1 .8 -0.8 -1.2 -1.2 

Diversified expon base 3.9 -10.9 -7.0 -2.2 -18.7 -5.7 1 1 .9 14.0 4.0 1.2 1.2 

By financial criteria 

Net creditor countries 16.6 4.5 6.2 -7.4 -16.9 -12.2 5.7 9.5 5.8 5.5 14. 1  
Net debtor countries 6.7 -6.1 -5.1 3.9 2.0 - 1 . 3  7.5 10.8 9.1  3.9 5.0 

Market borrowers 7.7 -10.1  -7.9 4.8 �.6 4.5 14.3 15.0 12.5 6.6 5.6 
Diversified borrowe rs 7.5 -3.7 -3.5 2 . 1  9.9 -7.7 2.3 7.6 7.8 3.2 5.5 
Official borrowers 3 . 1  0.4 -1.0 5.4 1.5 0.8 1.4 5.5 0.2 -5.4 1 . 0  

Countries with recent debt-
servicing difficulties 5.9 -13.4 -17.8 -0.3 -5.2 -2.9 -0.1 5.5 3.0 0.3 4 . 1  

Countries without debt-
servicing difficulties 7.7 1 . 8  7 . 1  7.0 7.2 -0.2 12.4 13.8 12.4 5.7 5.5 

Miscellaneous groups 

Sub-Saharan Africa 0.9 -6.7 -10.2 -5. 1  0.4 3.0 0.7 0.6 1 . 7  -2.7 -3.1 
Twelve major oil exporters 1 7 . 1  5 . 1  -9.6 -10.4 -14.1  -2 1 . 8  -8.6 2.2 3.0 6.0 17.4 
Net debtor fuel exponcrs 14.4 -7.6 -25.9 -4.9 0.5 -16.0 -7.6 12.4 6.0 7.5 8.6 
Four newly industrializing 

Asian economies 10.8 1 . 9  9.8 8.8 1 . 0  10.5 25.0 20.6 16.7 7.7 5 . 1  
Small low-income economies 0.7 3.3 -4.6 3 . 1  3.7 1 . 3  -0.1 5.0 2.7 -2.8 -2.2 
Fifteen heavily indebted 

countries 7.6 -16.9 -22.1 -1 .2  -2.6 2.7 2.3 6.2 5.2 8.4 9.2 

' Compound annual rates of change. Excluding China. 
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Trade: Developing Countries 

Table A26. Developing Countries: Export Unit Values, 1972-91 
(Annual changes. in percent. in terms of U.S.  dollars) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 21.0 -4.6 -6.7 0.5 -3.6 -13.9 8.8 3.0 5.1  5.9 5.3 

By region 

Africa 20.4 -6.2 -1.7 4.2 5.3 -18.8 6.8 3.0 4.5 7.4 8.0 
Asia 12 .8  -5.0 -3.6 1.8 -4.3 -2.6 9.0 7.8 4.3 2.8 3.8 
Europe 10.9 - 1 . 9  -6.7 -5.4 -1 .9 3.6 2.4 3 . 1  0.5 6.7 5.1 
Middle East 3 1 . 7 -2.3 -1 1 .8 - 1 . 9  -6.0 -39.2 18.6 -13.4 12.5 17.0 9.2 
Western Hemisphere 17.8 -8.5 -6.3 2.5 -5.9 -13.5 4.8 4.5 4.4 4.5 5.0 

By predominant export 

Fuel 30.9 -4.4 - 1 1 . 1  - 1 . 2  -5.3 - 4 1 . 1  1 8 . 1  - 1 2 . 1  1 1 .9 14.8 8.4 
Non-fuel exports 12.7 -4.7 -3.0 1 . 7  -2.5 1 . 4  5 . 6  8.2 3.2 3.1  4.3 

Manufactures 1 1 .2 -4.2 -4.9 -0.3 -3.2 3.2 6.6 7.7 3.6 3.3 4.0 
Primary products 12 .6 -9.0 0.4 5.4 -6.3 -2.0 - 1 . 2  1 1 .4 2 . 1  -2.1 :u 

Agricultural products 13.4 -8.4 0. 1 8.9 -6.6 - 1 . 3  -5.9 6.7 1 . 3  - 1 . 5  3 . 8  
Minerals 1 1 .0 -10.5 0.9 - 1 . 6  -5.5 -3.4 9.6 20.7 3.6 -3.3 -1.5 

Services and private 
transfers 1 3 . 1  -6.9 -4.9 0.7 -4.0 -2.5 0.5 8.6 -1.0 4.6 3.1 

Diversified export base 16.9 -2.0 3 . 1  7 .7 4.3 -3.9 8.0 8.5 2.6 6.2 8.4 

By financial criteria 

Net creditor countries 30.6 -2.8 - 1 1 .0 - 1 . 0  -6. 1 -30.4 19.4 -5.3 9.8 1 1 .5 7.5 
Net debtor countries 16.9 -5.5 -4.8 1 . 1  -2.8 -9.2 6.3 5.0 4 . 1  4.6 4.8 

Market borrowers 16.3 -5.8 -4.9 2.6 -2.0 -9.2 7.3 5.7 5.2 3.6 4.9 
Diversified borrowers 19.9 -4.9 -5.3 - 1 .0 -3.5 - 1 1 .2 6.5 3.3 3.4 6.6 5.0 
Official borrowers 1 1 .8 -6.1  -2.1 0.5 -4.2 -1.3 0.4 7.5 -0.6 2.8 2.5 

Countries with recent debt-
servicing difficulties 18.4 -6.2 -4.1 1 .9 - 1 . 7  -13.2 6.7 3.5 4.6 6.6 6.2 

Countries without debt-
servicing difficulties 14.6 -4.6 -5.4 0.2 -3.7 -5.6 6.0 6.0 3.8 3.4 3.9 

Miscellaneous groups 

Sub-Saharan Africa 13.0 -5.4 0.6 6.6 -2.9 -9.8 0.5 5.2 0.5 -0.2 2.6 
Twelve major oil exporters 3 1 .8 -3.9 - 1 1 .6 -1 .4 -5.3 -43.5 19.6 -13.7 13.0 16.4 9.1 
Net debtor fuel exporters 27.7 -7.9 -9.5 -0.4 -4.2 -39.9 14.6 -7 . 1  1 1 .3 12.3 7 . 1  
Four newly industrializing 

Asian economies 10.2 -4 . 1  -4.6 2.0 -3.0 -0.5 9.3 8.6 6.2 2.1  3.7 
Small low-income economies 1 1 .7 -7.7 3 . 1  8.0 -6.7 -3.4 5.6 8.5 0.2 1 . 3  1 . 9  
Fifteen heavily indebted 

countries 18.6 -8.8 -5.9 2.6 -4.9 -16.2 6.9 3.2 4.6 6.3 5.7 

1 Compound annual rates of change. Excluding China. 
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Trade: Developing Countries 

Table A27. Developing Countries: Import Unit Values, 1972-91 
(Annual changes, in percent. in terms of U.S. dollars) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 13.0 -3.1 -3.5 -1.1  -2.1 3.0 6.9 6.6 2.7 6.1 5.6 

By region 

Africa 13.3 1 .9 0.2 2.5 5.7 8.9 6.4 7.8 6 2  8.5 8.4 

Asia 13.4 -5.6 -5.0 -0.1 -4.7 1 . 1  7.2 7.5 2.5 4.7 4.9 
Europe 12.4 -3.0 -5.4 -4.4 -1 .8  1 . 5  2.4 0.6 0 . 1  1 0 . 1  7.3 
Middle East 12.2 -4.3 -3.8 -2.2 -2.5 9.4 9.4 6.9 1 . 5  5.2 4.8 
Western Hemisphere 13.3 -0.8 -1 .9 -2.5 -0.8 -3.6 6.9 6.9 4 . 1  8.5 6.2 

By predominant export 

Fuel 1 1 .  I -2.6 -2. 7 -I. 7 -J.S 10.5 8.0 7.7 1 . 1  3.4 4.3 
Non-fuel exports 13.7 -3.3 -3.9 -0.8 -2.4 0.5 6.5 6.3 3 . 1  6.7 5.9 

Manufactures 13.6 -4.7 -5.1 - 1 .4 -3.5 0.2 6.7 6.5 2.4 5.9 5.0 
Primary products 1 2.7 -2.3 -3.1 0.6 -1 .3  2.9 7.0 6.7 3 . 1  7.9 8.0 

Agricultural products 1 3.2 -0.5 -2.4 1 .3 -1 .6 1.6 6.2 7.5 3.0 7.8 8.2 

Minerals 1 1 .7 -6.1 -4.8 - 1 . 1  -0.4 6.2 8.9 4.6 3 .5 8.2 7.4 

Services and private 
transfers 13.2 -4.2 -6.0 -0.7 -5.0 0.2 6.5 6.7 3.3 7.5 5.6 

Diversified export base 15.5 2.2 1.5 0.9 3.9 0.8 5 . 1  4.6 7.2 10.8 10.0 

By financial criteria 

Net creditor counrries 1 1 .9 -5.0 -5.4 -0.7 -3.2 7.5 10.7 10.0 -0.4 4.2 4.6 
Net debtor coumries 13.2 -2.7 -3.1 - 1 . 1 -1.9 2.2 6.2 6.0 3.3 6.4 5.7 

Market borrowers 13.4 - 1 .2 -2.0 -0.5 -0.8 0.5 6.2 6.4 3.9 5.8 5.9 
Diversified borrowe r� 13.5 -3.7 -4.1 - 1 . 7  -2.3 4.2 6.8 5.6 2.9 7.0 5.4 
Official borrowers 1 2. 1 -4.6 -3.7 - 1 . 7  -4.3 1 . 6  5.0 5.8 1.9 7. 1 6.0 

Countries with recent debt-
servicing difficulties 13.2 -0.7 - 1 .4 - 1 . 1 1 .4 3.2 6.6 5.8 4.0 9.1 6.9 

Countries without debt-
servicing difficulties 13.2  -4.7 -4.7 - 1 . 2  -4.2 1 . 6  6.0 6.2 2.9 5 . 1  5.2 

Miscellaneous groups 

Sub-Saharan Africa 14.0 -2.7 -1 . 1 1 . 2  -2.3 6.9 10.1  7 . 1  3 . 2  7.9 7.5 
Twelve major oil exporters 10.8 -3.7 -3.2 -2.1 -1.7 12.5 8. 3 8. 1 0.5 3.3 4.2 
Net debtor fuel exporters 1 1 .2 -1 .7 -1.9 -I . I -1 .2 8 . 1  6.1  7.8 2.2 3.4 4.8 
Four newly industrializing 

Asian economies 13.4 -6.0 -6. 1 1 .2 -4.7 0.6 8.0 7.8 2 . 1  4.3 4. 7 
Small low-income economies 1 3.3 -6.4 -2.9 0.6 -4.9 4.2 9.1 6.6 3.3 7.6 7.2 
Fifteen heavily indebted 

countries 13.0 -2.2 - 1 . 8  - 1 . 9  0.6 - 1 . 8  6.9 6.6 3.7 8.9 6.0 
1 Compound annual rates of change. Excluding China. 
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Tradc: Dcvl!lop111g Cnuntrh.�' 

Table A28. Developing Countries: Terms of Trade, 1972-91 
( \nnual change�. Ill pc:n:cnt) 

A vcragc 
1972-81 1982 1983 198-1 1985 1986 1987 1988 19lW llJlJI J l lJlJ I  

Den·loping countries 7.0 -1.5 -3.3 1.6 -1.5 -16.4 1.8 -3.4 2.3 -0.2 -0.3 
B� region 

:\l'ri..:a 6.3 -8.0 - 1 . 8  1 . 6  �.3 -25.4 0.5 � -�  - l . o  1 11 11 ..! 
A�1a -().5 0.6 1 . 5  1 .9 0.5 -3.6 1 . 7  0 3 1 . 7  I X  I 11 

I:UflipC - 1 . 3  1 . 1  - 1 .4 - I .  I �. I 2.1  2 5 0 I ' I � I I -.· 
:-.11ddlc Ea't 17.3 2 . 1  -8.3 0.3 -3.6 -4-1.5 8.5 -19 () IO.l< 1 1  � - ..! I 
\\ 1!\ICrn Hemi,phcrc -1.0 -7.8 -4.-1 5 . 1  -5.1 -10.3 -2.0 -� 1 0 2 ' -! I I I 

B) predominant export 

Ft��.:l 17.8 -1.8 -8.6 0.6 -3.9 -46.7 9.4 -18.4 1(1 7 l l tl � 11 
Non-lucl C\p01h -0.8 - 1 .5 1 . 0  2.5 -0. 1 0.8 -0.9 1 7  0 1  • \ I � 

\lanulacture' -2 I 0.6 0 . 1  1 . 1  0.3 3.0 -0 . 1  I I I I 2 j I f' 

Primary produc1:- -0 I -6.9 3.7 -1.7 -5.1 -U -7.7 4.-1 -1 () lj I " 4  
Agneultural product\ 0.2 -7.9 2.6 7.5 -5.1 -2.9 - 1 1 .-1 -0 X -1 (l ' h  ..l I 
Minerab �).6 �.7 6.0 -0.5 -5.1 -9.0 0.6 1 5  -1 111  h s 

!',.;rvH.:e� and pnvale 
lran,fcr� �. I -2.9 1 . 2  1 .4 1 . 1  -2.7 -5.6 I X -1 l , - ' - - . 

D1 vcr"l1cd expon ba�c 1 .2 -U 1 . 6  6.8 0.4 �.7 �.X 3.7 �.� ..l I , _  

B) linandal l'riteria 

:-.J�t crcdllor l'OUillric� 1 6  7 D -6.0 -0.2 -3.1 -35.3 7.9 -13 I) I o � - 11  , ' 
Net debtor cnuntric� 3.3 -2.9 - 1 . 7  2.2 -0.9 - 1 1 . 2  - 1  (} o s  I 

- 1 1  ,, 

1\larket bnrrower' 2.6 �.7 -2.9 3.0 - 1 . 3  -9.7 1 . 1  �).7 I ' � I 1 11 

D1vcr�ificd borrower� 5.6 - 1 . 2  - 1 . 2  0.7 - 1 . 3  -1-I.X ..{U , , 0 5  " � o l  ' 
Oflkial horrowcl". -0.3 -1.6 1 . 7  2.2 0 I -2 9 �.3 I 7 2 -1 .4 1 1  � ; 

Coumrk' ll'llh recent c.Jehl· 
'er,·il'lng Jil'l'lcullic' 4.7 -5.5 -2.R 3 . 1  -3.0 -15 9 ll. I -, ) 11 " , ' 1 1  -

Coun1rie� \\'llhout Jebt· 
'en il:lll)! llilli�:ulli�� 1 .2 0 1  �.7 I .-I 0.5 -7 . 1  -{), I Il l) I ,, 

:\li�ccll:lllcou� groupl> 

Suh-S;1haran 1\l'nca -0.8 -2.8 1 .7 5.4 -{).6 - 1 5 . 6  :u U\ 2 () - ' � I  
T\\chc majnr oi I c:xpm1er' 18.9 -0.1 -8.7 0.8 -3 7 �9.8 I 0 -1 -20 I I �  4 I �  - l ' 
\J�I ucbiOr fuel cxponcr� 1-1.8 -6.3 -7.R 0.8 -3.0 �-1.5 7.9 -IJ X "' <} � 11 

ha1r n.::wl) inuu�tnal iting 
"'!all ccunomi.:� -1.9 1.0 1.6 0.8 I .  X - I  I I 2 11 7  .I l l ' I - I I 

Small IO\\ -income economic� - 1 .4 - 1 . 3  6.2 7.-1 - 1 . 9  -7.3 -3.2 I 7 3 (} ' ,, i ,, 
�liken hea' il) indeb1cu 

cnumne' -1.9 -6.1:: � . I  4.6 -5.4 -14.6 -3 � tl "  � .j 11 � 
I Compound annual rate� of change. !:xcluthng China. 
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Trade: Developing Countrie:. 

Table A29. Developing Countries: Non-Fuel Commodity Prices, 1972-91 1 
(Annual changes. in percent) 

Averagc2 
1972-81 1982 1 983 1984 1985 1986 1987 1988 1989 1990 1991 

Non-fuel primary commodities' 10 .5 -9.9 6.9 4.2 -12.9 -1 .2 3.4 18.4 -1 . 7 -8.0 -0 . 1  

By commodity group' 

Food 9 . 1  -1 9.2 1 1 .2 2. 9  -1 8.7 -12.0 7.4 26. 1 0.4 -7.3 3.7 
Beverage� 10.3 1 . 1  7.9 1 5.9 -1 1 . 6  16.2 -28.7 0.2 -17.0 -14.7 8.7 

Agricultural raw materials 14 .9 -Q.6 4.8 4.3 - 14.8  -I.  I 29.4 8.2 -0.7 -4.5 2.7 

Minerals and metals 7.8 - 10.7 2 .8 -Q.5 -4.2 -9.0 17.2 40. 3  5.4 -8.3 -10.8 

By region• 

Afnca 9.7 - 1 0.0 7.7 4. 1 -10.0 1 . 0  0.8 14.2 -0.9 -5 .9 -3.2 

Asia 10.6 - 1 5 . 1  7.5 9.8 -20.4 -9.5 1 7.0 17 . 1  -2.6 -10.2 2.7 

Europe 9. 2 -4.9 4.6 0.4 -12.2 -7 3 16.4 1 2.2 3.6 -5.0 0.7 

Middle East 10.3 -17.4 10.3 4.6 -10.1 -2.7 1 1 .  I 29.5 12.0 0.7 
We�tern Hemisphere 9. 1 -7.9 5 .6 -0.8 -8.3 5.5  -Q.8  21 .2 -2.3 -8.2 -1 . 1  

By predominant export' 

Fuel 1 1 .2 -8.2 7.4 5.7 -13.4 2.5 7.8 1 2.2 -Q.8 - 1 1 . 3  1 . 9  

Non-fuel exports 9.6 -1 1 .2 6.6 3 .6 -1 3 .0 - 1 .4 2 .4 19. 1 -0.7 -7.5 -0.5 

Manufactures 9.8 -10.3 4.8 3.4 -13.9 - 1 .9 -0.8 14.3 -0.4 -5.2 3.7 
Primary products 8.9 -9.2 7.2 1 .5 -9.5 3 .9 -2.7 20.7 -0.7 -8.5 -4.5 

Agricultural products 10.1  -7.5 7.8 5 .4 -1 1 .5 6.2 -1 1 .2 12.0 -4.6 -8.8 2.6 

Minerals 6.9 - 1 2 . 8  6 . 1  -7.5 -4.1 - 1 . 5  1 9 . 1  37.2 5.4 -8.2 -14.6 

Services and private 
transfers 10.8 -1 9.0 7.7 0.4 - 1 1 .0 3.4 0.9 24 .7 4.9 -U -0.9 

Diversified export base 10.2 - 1 4 . 1  7 . 9  9.2 -18.8 -1 3.4 2 1 .6 21 .3 -2.6 -9.6 2.0 

By financial criteria• 

Net creditor countries 10.4 -2 1 .9 1 1 .3 3.0 -21.6 -0.4 1 8.6 27.3 -2.0 -7.7 -1.9 

Net debtor countries 9.7 - 1 0.8 6.7 3.9 -1 3.0 -1 .0 3.0 18.2 -1 .4 -8.0 -0.2 
Market borrowers 9.2 -10.8 7.2 3.3 -14.0 -4.6 7.8 2 1 . 1 -2.4 -8.2 OA 
Diversified borrowers 10.6 - 1 0.4 6 . 1  4.2 -12.9 2.3 -0.1 13.7 -2.4 -8.9 0.9 

Official borrowers 9.5 -1 1 .6 6.5 4.6 -10.7 1 . 5  - I .  I 19.6 2.4 -5.9 -3.2 

Countries with recent debt· 
servicing difficulties 9 . 1  - 1 0 . 1  7.0 1 . 2  - 10.2 0.7 1 . 5  20.9 -0.2 -7 .0 -2.3 

Countries without debt-
servicing difficulties 10.7 -1 1 .9 6.2 8.0 -1 7.0 -3.5 5.6 1 3.9 -3.5 -9.6 3.5 

Miscellaneous groups• 

Sub-Saharan Africa 9.2 -8.3 9.2 5.0 -9.9 2.8 12.4 - 1 . 9  -7.1  -4.1 

Twelve major oil exporter:. 1 1 .3 -9.7 7.9 6.3 - 1 5.9 -0.9 17.0 14.6 -8.0 -1 1 .8 2.6 

Net debtor fuel exporters 1 1 .2 -7.8 7.3 5.8 -13.2 2.5 7.6 1 1 .8 -7.0 -1 1 .4 2.0 
Four newly industrializing 

Asian economics 10.2 -8.4 5 . 1  1 7 .8 -20.0 - 17 .0 17.3 1 1 . 1 -4.6 -10.9 8.6 

Small low-income economies 8.7 -12.7 10.0 6.4 -13.0 -0 . 1  2. 1 18.3 0.9 -{).2 -5.6 

Fifteen heavily indebted 
countries 9. 1 -8.7 6.4 2. 3  -10.9 1 .5 -1 . 9  1 8.9 -1.8 -8.4 -0.7 

Memorandum 
Average spot oil pnce' -4.6 -48.8 28.7 -20.5 21 .4 19.9 10.5 

Export unit value of 
manufactures" 10. 1 -2. 1 -2.8 -3.1  1 . 1  17.7 1 1 .9 6 . 1  -0.4 7.9 5.7 

' In U.S. dollar terms. 
2 Compound annual rates of change. 
' Based on averages of component commodity price indices weighted by the U.S. dollar value of exports of each commodity 

from developing countries in 1979-8 1 .  

• Based on averages o f  individual commodity price indices weighted according to the 1979-8 1 composition of commodity exports 
of the respective groups of developing countries. 

5 Average of U.K. Brent, Dubai. and Alal.ka North Slope crude petroleum spot prices. 
• Exported by the industrial coumries. 
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Current Account: Summary 

Table A30. Summary of Payments Balances on Current Account, 1982-91 1 

(In billions or u.s. dollars) 

Industrial countries 

United States 
Japan 
Germany. Fed. Rep. of 

Other industrial countries 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

By analytical criteria 

Fuel exporters 
Non-fuel exporters 

Market borrowers 
Official borrowers 

Countries with recent debt· 
servicing difficulties 

Countries without debt· 
servicing difficulties 

Other countries: 

Total' 
(in percent of 

exports of good� and services) 

Memorandum 

Total . by �elected categories 

Trade balance 
Timing asymmetry• 
Residual asymmetry 

Balance on services 
(in percent of �ervices debits) 

Private transfer�. net 
OfFicial transfers. net 

1 Including official transfers. 

1982 

-25.3 

-5.9 

6.8 

5.1  

1983 

-17.3 

-40.1 

20.8 

5.3 

1984 

-53.6 

-99.0 

35.0 

9.9 

1985 1986 1987 1988 1989 

-61.1  -25.1 -54.8 -52.4 -82.4 

- 1 22.3 -145.4 - 1 62.3 -128.9 -1 10.0 

49.2 85.8 87.0 79.6 57.2 

16.5 39.7 �5.8 50.4 55.4 

1990 1991 

-95.8 -100.8 

-97.0 -99.7 

47.5 55.8 

4�.9 38.4 

-31.4 -3.3 0.6 -4.4 -5.3 -25.2 -53.6 -85.0 -95.3 -95.3 

-76.4 -57 . I  -26.7 -21.9 -41.8 I .  7 -14.0 -15.9 -4.8 -10.9 

- 2 1 . 6  

- 1 6 . 0  

-3.3 

4.8 

-40.3 

-12.5 

-13.6 

-2.7 

-19.2 
-9.1 

-7.7 

-3.8 
-0.7 

-13.6 

-0.8 

-1.2 
-13.9 

-0.9 

-3.5 

-2.4 

-10.3 

4.2 

-1.7 

-17.2 

-16.7 

-5.1  

20.5 

0.9 

-4.2 

-10.4 

-10.3 

8.8 

6.7 

-8.4 

-10.8 

-8.9 -f.J.I 
- 1 .9 -2.3 

3.6 2.9 

0.3 13.7 
-8.9 -10.1  

-8.3 

-4.6 

0.4 

13.0 
-! l A  

-14.3 -15.7 -0.6 3.4 -31.8 -4.1 -20.7 -6.0 1 1 .9 1 1 .0 

-62.0 -41.5 -26.1 -25.3 -10.0 5.9 6.7 -9.8 -16.7 -21.9 

-48.9 -12.5 -0.8 5.4 -6.9 1 1 .3 10.8 3.3 -2.4 -2.8 

- 1 7 . 7  - 1 1 .9 -13.2 -12.8 - 1 1 .9 - 1 1 .8 -14.4 -16.8 -13.0 -13.8 

-82.9 -31.5 -14.7 -10.6 -33.9 -16.2 -18.6 -17.9 -19.6 -22.1 

-22.4 -24.7 -15.5 -24.1 -15.6 -3.0 -1 1 .8 -12.1  -13.6 

6.5 7.7 8.5 3.7 4.7 10.3 7.4 0.1 -L4 -8.2 

-95.2 

-3.8 

-8.4 

-6.0 
-2.4 

-74.4 

-8.6 
- 1 .4 

- 1 1.0 

-66.8 

-2.7 

0. 1 

1 .0 

-0.9 

-59.8 

-7.5 

0.9 

-8.0 

-71 .8 

-2.8 

6.3 

6.3 

-71.4 

-8.6 

2.6 

-9.3 

-79.2 

-3.1  

-0.9 

6.0 
-{).9 

-70.3 

-8.4 

2.0 

- 1 0 . 1  

-62.2 

-2.2 

3.5 

4.0 

-0.5 

-55.5 

-6.0 

3.3 

-13.4 

-42.7 

- 1 . 3  

27.1  

20.0 

7 . 1  

-57.0 

-5.3 

5.8 

-1!!.6 

-59.0 

- 1 . 5  

27.7 

7.0 

20.7 

-73.4 

-5.8 

6.0 

-19.3 

-98.2 -104.9 - 1 19.9 

-2.3 

-L2 

3.0 

1 . 2  

-87.0 

-{).I 
6.8 

-22 . 1  

-2.2 -2 2 

Y.9 10.3 

14.0 1 1 .0 

-4.1 -0.7 

-96.7 -107.3 

-6.0 -6.1 

8.2 7.3 

-26.3 -30.2 

! Covers estimated balancel> on current transactions only in convertible currencies of the U.S.S.R. and nonmember countries of 
Eastern Europe. 

' Renects errors, omissions. and a�ymmctries in reported balance of payment� statistics on current account. plus balance of listed 
groups with countries not included. 

' Staff estimates of the difference between the beginning-of-year and end-of-year "noat. ·• that is. the value of exports that have 
not yet been recorded as imports (usually because the goods arc in transit or because of delays in the proces5ing of the 
documentation). The estimates should be viewed only as rough orders of magnitude. 
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Current Account: lndu�trial Countries 

Table A31.  Industria! Countries: Balance of Payments on Current Account, J982-9) I 
<In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Balance on current account 

Canada 2.3 2.5 2. 1 - 1 . 5  -7.3 -6.9 -8.3 -14.1  -15.7 -16.9 
United States -5.9 -40.1 -99.0 -122.3 -145.4 -162.3 - 1 28.9 -1 10.0 -97.0 -99.7 
Japan 6.8 20.8 35.0 49.2 85.8 87.0 79.6 57.2 47.5 55.8 

France - 1 1 .9 -4.2 -0.8 -0.3 2.4 -4.4 -3.5 -3.9 -4.6 -4.9 
Germany. Fed. Rep. of 5 . 1  5.3 9.9 16.5 39.7 45.8 50.4 55.4 48.9 38.4 
Italy -6.2 1 . 5  -2.5 -3.7 2.6 -1.5 -6.0 -10.5 - 1 1 . 3  -1 1 .7 
United Kingdom 8.0 5 . 7  2.5 4.2 0 . 1  -6.0 -26.0 -31.3 -26.6 -21.6 

Other industrial countries -23.7 -8.8 -0.8 -3.0 -3.0 -6.4 -9.7 -25 3 -37.0 -40.3 

All industrial countries -25.3 -17.3 -53.6 -61 . 1  -25.1 -54.8 -52.4 -82..4 -95.8 -100.8 

or which. 
Seven major countries above -1.7 -8.5 -52.8 -58.0 -22.2 -48.4 -42.6 -57.2 -58.8 -60.5 
European countrie� -18.7 6.8 1 8 . 1  24.4 53. 1  36.9 16.4 2 . 1  - 1 1 .8 -23.7 
European Community -19.6 2.6 10.7 18.6 5 1 .2 36.6 17.2 6.2 -3.7 -16.6 

Balance on goods, services, and 
private transfers 

Canada 2.0 2.4 2.3 - 1 . 2  -7.4 -6.4 -7.9 -13.7 -14.7 -16.3 
United State!> 0.2 -33.7 -90.3 - 1 1 1 . 1  -133.5 -152.0 -1 1 8 . 1  -99 . 1  -86.6 -89.3 
Japan 8.1 22.2 36.4 50.5 87.3 89.7 82.6 60.4 50.6 59.8 

France -9.2 -2.1 1 . 1  1 . 0  5 . 2  -1.4 0.9 1 . 8  2.3 2.8 
Germany. Fed. Rep. of I I .  I 10.6 16. 1 22.6 47.0 55.8 6 1 . 5  67.0 63.6 54.7 
Italy -5.7 1 .5 -2.6 -3.5 5.6 0.7 -3.2 -7.0 -7.0 -6.8 
United Kingdom 1 1 .2 8.6 5.3 8.5 3.4 -0.6 -20.2 -24.3 -19.5 -13.2 

Other industrial coumries -23.7 -9.1 -1 .4 -3.9 -3.9 -7.4 -12.8 -29.3 -42.8 -46.7 

All industrial countries -5.9 0.5 -33. 1 -37.1 3.7 -21.6 -17.2 -44.1 -54.0 -55. 1 

Of which. 
Seven maJor countries above 17.8 9.6 -3 1 .7 -33.2 7.5 -14.2 -4.4 -14.8 - 1 1 .2 --8.3 
European countries -5.2 18.0 29.6 36.7 69.9 58.0 39.0 27.5 17.4 8.9 
European Community -7.4 12.6 2 1 . 1  29.7 66.6 55.9 37.8 29.5 23.1 13.4 

Memorandum 

Balance on current account 
as percentage of GNP 

Canada 0.8 0.8 0.6 -0.4 -2.0 -1 .7  -1.7 -2.6 -2.7 -2.7 
United States -0.2 -1.2 -2.6 -3.0 -3.4 -3.6 -2.6 -2. 1  -1 .8  -1.7 
Japan 0.6 1 . 8  2.8 3.7 4.4 3.6 2.8 2.0 1 . 7  1 . 8  

France -2.1 -0.8 -0.2 -0.1 0.3 -0.5 -0.4 -0.4 -0.4 -{).4 
Germany. Fed. Rep. of 0.8 0.8 1 . 6  2.6 4.4 4 . 1  4.2 4.6 3.3 2.3 
Italy -1.5 0.4 -0.6 -0.9 0.4 -0.2 -0.7 -1.2 - 1 . 1  -1 .0 
United Kingdom 1 . 6  1 . 2  0.6 0.9 -0.9 -3.1 -3.7 -2.8 -2.0 

Other indu�trial countrie� -2.1 -0.8 -0 . 1  -0.3 -0.2 -0.4 -0.5 -1.3 -1.5 -1.5 

All industrial countries �.3 �.2 �.6 �.7 �.2 �.4 �.4 �.6 �.6 �.6 

Of which. 
Seven major countrie� above -0. 1 -0.7 -0.7 -0.2 -0.4 -0.4 -0.5 -0.4 -0.4 
European countries -0.6 0.2 0.6 0.8 1 . 3  0.7 0.3 -0.2 -0.3 
European Community -0.7 0 . 1  0.4 0.7 1.5 0.8 0.4 0 . 1  -0. 1 -0.2 

' Including oflicial transfers. 
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Current Account: lntluMrial Countriel> 

Table A32. Industrial Countries: Current Account Transactions, 1982-91 
(In billions of U .S .  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Exports (f.o.b.) 1 . 1 36.4 1 . 123.6 1 . 196.2 1.235.8 1.441.5 1 .684.7 1.943.1 2.080 . 1  2.418.6 2.713.9 

Imports (f.o.b.) 1 . 1 66.6 1 . 15 1 .7 1 ,249.6 1 .285.3 1 .453.5 1 ,717. 1 1 ,956.5 2 . 1 20.6 2.457.2 2.742 . 1  

Trade balance -30.2 -28.2 -53.4 -49.5 -12.0 -32.4 -13.4 -40.5 -38.5 -28.3 

Services receipts 615.0 568.8 51.)7.9 608.9 698.6 838. 1 98 1 . 1  1 . 109.9 1 ,275.6 1 .404.9 

Services payments 585.2 534.5 572.1 590.8 675.2 820. 1 979.3 1 . 109.2 1 .285.6 1 .423.9 

Balance on services 29.8 34.4 25.9 1 8 . 1  23.4 18.0 1 . 7  0.6 -9.9 - 1 9.0 

Balance on 
goods and services -{).4 6.2 -27.6 -31.4 11 .5  -14.4 -11.6 -39.8 -48.5 -47.3 

Private transfers. net -5.5 -5.7 -5.5 -5.7 -7.8 -7.2 -5.5 -U -5.5 -7.8 

Official transfers. net -19.4 -17.8 -20.5 -24.0 -28.8 -33.2 -35.2 -38.3 - H . 8  -45.7 

Balance on current account -25.3 -17.3 -53.6 �1.1  -25.1 -54.8 -52.4 -82.4 -95.8 -100.8 

Memorandum 

Current account balance 
as percentage of GNP -0.3 -0.2 -0.6 -0.7 -0.2 -0.4 -0.4 -0.6 -0.6 -0.6 

Current account balance 
as percentage of exports 
of goods and services - 1 .4 - 1 . 0  -3.0 -3.3 - 1 . 2  -2.2 - 1 . 8  -2.6 -2.6 -2.4 

Exports of goods and services 1 . 7 5 1 . 4  1 .692.4 I .  794. 1 1 . 844.7 2.140.1 2.522.8 2.924.2 3. 190.0 3.694.3 4 . 1 18.7 

Oil trade balance1 -193.3 - 1 60.9 -158.4 -140.3 -85.7 - 1 03.0 -92.2 - 1 1 5 . 1  - 1 40.7 -156.6 

I Figures shown are on a balance of payments basis with rough adjustments to those countries' oil trade balance data that arc 
only available on a trade returns basis. 

145 



©International Monetary Fund. Not for Redistribution

Current Account: Developing Countries 

Table A33. Developing Countries: Summary of Payments Balances on Current Account, 1982-91 I 
( I n  billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries -76.4 -57.1 -26.7 -21.9 -41.8 1.7 -14.0 -15.9 -4.8 -10.9 

By region 

Africa -21.6 -12.5 -7.7 - 1 . 2  -10.3 -5.1 -10.3 -8.9 -9.1 -8.3 
Asia -16.0 -13.6 -3.8 -13.9 4.2 20.5 8.8 -1 .9 -2.3 -4.6 
Europe -3.3 -2.7 �.7 �.9 - I .  7 0.9 6.7 3.6 2.9 0.4 
Middle East 4.8 -19.2 -13.6 -3.5 -17.2 -4.2 -8.4 0.3 13.7 13.0 
Western Hemisphere -40.3 -9.1 �.8 -2.4 -16.7 -10.4 -10.8 -8.9 -10.1  - 1 1 .4 

By predominant export 

Fuel -14.3 -15.7 �.6 3.4 -31.8 -4.1 -20.7 --6.0 1 1 . 9  1 1 .0 
Non-fuel exports --62.0 -41.5 -26.1 -25.3 -10.0 5.9 6.7 -9.8 -16.7 -21.9 

Manufactures -22.8 - 1 1 . 1  2.0 -7.8 4.3 23.1 25.0 12.3 8.5 0.2 
Primary products -19.0 -14.9 -13.4 -10.6 -1 1 .5 -15.7 -13.8 -13.9 -17.1 -16.6 

Agricultural products -12.9 - 1 1 .4 -9.9 -8.2 -7.8 -1 1.8 -10.7 -10.8 - 1 2 . 1  - 1 1 . 7  
Minerab --6 . 2  -3.5 -3.4 -2.4 -3.7 -3.9 -3.1 -3.2 -5.0 -4.9 

Services and private 
transfers --6.7 --6.2 -7.3 --6.5 -5.1 -5.5 --6.6 --6.7 --6.5 -4.6 

Dive rsified export base -13.5 -9.2 -7.3 �.4 2.3 4.0 2 . 1  - 1 . 5  -1.6 �.9 

By financial criteria 

Net creditor countries 28.9 �.9 3.6 12.8 7.8 17.9 7.6 13.8 27.0 24.8 
Net debtor countries -105.3 -56.2 -30.2 -34.7 -49.5 -16.2 -21.6 -29.7 -31.7 -35.7 

Market borrowers -48.9 -12.5 -0.8 5.4 --6.9 1 1 .3 10.8 3.3 -2.4 -2.8 
Diversified borrowers -38.7 -31.8 -16.3 -27.3 -30.7 -15.7 -17.9 -16.2 -16.4 - 1 9 . 1  
Official borrowers -17.7 - 1 1 .9 -13.2 -12 .8 - 1 1 .9 - 1 1 .8 -14.4 -16.8 -13.0 -13.8 

Countries with recent debt· 
servicing difficulties -82.9 -31.5 -14.7 -10.6 -33.9 -16.2 -18.6 -17.9 -19.6 -22.1 

Countries without debt-
servicing difficulties -22.4 -24.7 -15.5 -24.1 -15.6 -3.0 - 1 1 .8 - 1 2 . 1  -13.6 

Miscellaneous groups 

Sub-Saharan Africa -8.3 -5.8 -3.1 -3.4 -5.7 -6.5 -8.0 -7.8 -8.8 -8.3 
Twelve major oil exporters --6.4 -20.0 -5.2 2. 1 -26.7 -5.1 -15.7 1 . 4  1 7 . 1  14.1 
Net debtor fuel exporters -41.0 -10.3 2.8 �.2 -23.2 -4.1 -18.1 -8.7 -5.7 --6.9 
Four newly industrializing 

Asian economies -2.8 1 . 6  6.6 10.2 23.2 30.4 27.8 2 1 . 3  13. 1  1 1 .8 
Small low-income economies -9.6 --6.2 -7.0 -7.3 -7.3 -8.5 -10.6 - 1 1 .3 -1 1 .5 - 1 1 . 1  
Fifleen heavily indebted 

countries -50.3 -14.9 -0.9 0.3 -17.6 -8.8 -9.5 -8 . 1  -10.5 -12.9 

1 Including official transfe rs. 
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Table A34. Developing Countries: 
Transfers. 1982-91 

Summary of Payments Balances on Goods, Services, and Private 

(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries -84.4 -66.5 -37.3 -35.1 -56.3 -12.0 -29.0 -31.1 -19.2 -25. 1 

By region 

Africa -25.1 -16.1  - 1 1 .3 -5.5 -15.4 -10.2 -16.1  -15.0 -15.2 -14.3 
Asia -18.8 -16.4 -6.9 -16.7 1 . 0  17.2 5.0 -5.7 -5.5 -7.9 
Europe -3.5 -3.0 -1.0 -1.2 -2.0 0.5 6.3 3.0 2.7 0.2 
Middle East 4 . 1  -2 1 . 0  -16.3 -8. 1  -2 1 . 9  -7.3 - 1 1 .5 -3.0 10.5 9.9 
Western Hemisphere -41 . 1  -10.0 -1.9 -3.7 -18.0 -12.2 -12.6 -10.5 - 1 1 . 6 -13.0 

By predominant export 

Fuel -9.7 - 1 1 .9 2.4 6.2 -29.8 - 1 . 7  -18.8 -4.6 13.3 12.5 
Non-fuel exports -74.6 -54.5 -39.7 -4 1 . 3  -26.5 -10.3 -10.2 -26.5 -32.5 -37.6 

Manufactures -25.0 -14.0 -1 .8  -13.1  -1.0 18.7  20.6 7.8 4.1 -4.1 
Primary products -22.5 -18.5 - 1 7 . 1  -14.5 -16.2 -20.8 -19.5 -19.6 -22.6 -22.1 

Agricultural products -15.3 -14.0 -12.7 - 1 1 . 1  - 1 1 .4 -15.9 - 1 5 . 1  - 1 5 . 1  -16.3 -15.8 
Minerals -7.2 -4.5 -4.4 -3.3 -4.8 -5.0 -4.4 -4.5 -6.3 -6.3 

Services and private 
transfers -10.4 -9.6 -10.7 -10.5 -9.3 -9.6 -10 8 -10.8 -10.1 -8. 1 

Diversified export base -16.8 -12.3 -10.1 -3.2 -0.1 1 . 4  -0.5 -3.9 -4.0 -3.3 

By financial criteria 

Net creditor countries 33.4 2.8 6.6 15.8 10.4 20.9 10.0 15.9 29.0 26.9 
Net debtor countries - 1 17.8 -69.3 -43.9 -50.9 -66.7 -32.9 -39.0 -47.1 -48.2 -5 1 . 9  

Market borrowers -49.5 -13. 1 - 1 . 3  4.6 -7.9 10.5 9.9 2.4 -3.2 -3.7 
Diversified borrowers -44.7 -38.0 -23.1 -35.4 -38.7 -23. 1  -25.2 -23.3 -23.3 -25.7 
Official borrowers -23.6 -18.2 -19.6 -20. 1 -20. 1 -20.3 -23.7 -26 . 1  -2 1 . 8  -22.5 

Countries with recent debt-
servicing difficulties -88.8 -37.9 -21.0 -17.7 -4 1 . 6  -24.4 -27.0 -26.5 -28.0 -30.4 

Countries without debt-
servicing difficulties -29.0 -3 1 . 4  -22.9 -33.2 -25 . 1  -8.5 -12.0 -20.5 -20.2 -2 1 . 5  

Miscellaneous groups 

Sub-Saharan Africa -1 1 .5 -9. 1 -6.5 -7.1 -10.1 -1 1 .4 -13.4 -13.4 -14.3 -13.8 
Twelve major oil exporters -1.7 -16.2 -2.0 5 . 1  -24.5 -2.4 -13.5 3.1 18.8 15.8 
Net debtor fuel exporters -40.9 -10.3 2.8 -0.4 -23.9 -4.6 -18.6 -9.4 -6.4 -7.5 
Four newly industrializing 

Asian economies -2.8 1 .6 6.6 10.2 23.3 30.5 27.9 2 1 . 4  13.2 1 1 .9 
Small low-income economies -14.2 -10.7 - 1 1 .7 -12.3 -13.1  -15.0 -17.7 -18.4 -18.3 -17.9 
Fifteen heavily indebted 

countries -50.8 -15.5 -1.3 -0.5 -18.2 -9.5 -10.4 -9.0 - 1 1 .4 -13.7 
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Table A35. Developing Countries: 
1972-91 1 Services, 

Current Account Balances as Percentage of Exports of Goods and 

(In percent) 

Average2 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 1.0 -11.0 -8.7 -3.9 -3.3 �.6 0.2 -1.6 - 1 . 7  �.5 �.9 

Memorandum: Median estimate -13.0 -21.5 -2 1 . 1  -12.7 - 1 1 .5 -13.2 -13.5 -10.4 -10.7 - 1 1 . 1  -8.5 

By region 

Africa -10.9 -27.2 -16.3 -9.9 - 1 . 6  -14.7 -6.4 -12.7 -10.2 -9.4 -8.0 

Asia -6.7 -7.6 -6.2 - 1 . 6  -5.7 1 . 6  6.0 2 . 1  -0.4 -0.4 -0.8 

Europe -15.7 -5.7 -4.6 - I .  I -1.5 -2.7 1 . 2  8.2 4.2 3.2 0.4 

Middle EaM 26.3 2.2 -10.4 -7.9 -2.3 -14.4 -3. 1  -6.1 0.2 7.9 6.8 

Western Hemisphere -20.6 -32.9 -7.7 -0.6 -1.9 -15.2 -8.6 -7.9 -5.9 -6.2 -6.4 

By predominant export 

Fuel 17.8 -4.7 -6.1  -0.2 1 . 5  -18.8 -2.2 -10.8 -2.7 4.6 3.9 

Non-fuel exports - 1 4 . 1  - 1 5 . 8  -10.4" -6.0 -5.8 -2.1 1 . 0  1 . 0  -1.3 -2.1 -2.5 

Manufactures -14.3 -9. 1  -4.3 0.7 -2.7 1 . 3  5.8 5.2 2.3 1 . 4  

Primary products -18.2 -36.2 -29.6 -25 3 -20.2 -20.8 -26.9 -21.0 -19.7 -23.0 -20.7 

Agricultural products -15.3 -35.9 -33.2 -27. 1 -22.5 -20.0 -29.8 -24. 1 -22.7 -23.7 -21.3 

Minerals -25.2 -37. 1  -2 1 . 8  -21.2 -14.9 -22.7 -20.8 -14.5 -13.5 -21.5 -19.5 

Services and private 
transfers -17.8 -19.9 -19.4 -22.8 -21.2 -16.0 -16.2 -17.6 -16.9 -15.0 -9.7 

Diversified export base -8.3 -23.9 -15.7 - 1 2 . 1  -0.6 3.9 5.8 2.7 -1.8 -1.7 -0.9 

By financial criteria 

Net creditor countries 28.8 14.1  -0.5 2 . 1  8.7 6.0 1 1 .7 4.7 7.5 13.0 10.8 

Net debtor countries -1 1 .4 -2 1 . 5  -1 1 . 7  -5.8 -6.7 -9.8 -2.7 -3. 1  -3.8 -3.7 -3.8 

Market borrowers -13.5 -19.6 -5.0 -0.3 2.0 -2.6 3.5 2.8 0.8 -0.5 -0.5 

Diversified borrowers -3.7 -20.6 -18.2 -8.5 -14.2 -16.8 -7.3 -7.4 -6.0 -5.5 -5.9 

Official borrowers -24.3 -33.6 -22.0 -23.5 -23.7 -20.8 -19.0 -20.9 -23.8 -16.9 -16.6 

Countries with recent debt-
servicing difficulties -13.2 -34.3 - 1 3 . 6  -5.9 -4.4 -15.6 -6.7 -6.9 -6. 1 -6.3 -6.6 

Countries without debt-
servicing difficulties -9.1 -9.0 -9.9 -5.6 -8.8 -5.4 -0.7 -2.5 -2.3 -2.3 

Miscellaneous groups 

Sub-Saharan Africa -20.0 -32.8 -23.3 -1 1 .7 -13.5 -21.4 -22.4 -26.9 -25.2 -26.8 -23.5 
Twelve major oil exporters 22.4 -2.4 -9.2 -2.5 1 . 1  -19.7 -3.4 -10.3 0.8 8.3 6.2 

Net debtor fuel exporters -2.3 -33.5 -9.2 2.3 -0.2 -27.4 -4.1 -17.6 -7.2 -4.3 -4.8 

Four newly industrializing 
Asian economies -4.9 -2.5 1 . 4  4.9 7.6 14.5 14.4 10.7 7 . 1  4.0 3.3 

Small low-income economies -30.8 -45.7 -28. 6 -30.9 -33.4 -30.8 -33.1 -37.7 -37.8 -35.8 -31.8 

Fifteen heavily indebted 
countries -17.3 -35.2 -10.9 -0.6 0.2 -13.6 -6.2 -5.9 -4.5 -5.3 -5.8 

' Including official transfers. 
l Excluding China. 

148 



©International Monetary Fund. Not for Redistribution

Current Account: Developing. Countne� 

Table A36. Developing Countries-by Region: Current Account Transactions, 1982-91 
( in billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 

Expons (f.o.b.) 543.5 5 1 4  5 547.5 523.1 487.7 595.0 677.1 759.2 844.0 935.6 
lmpons (f.o.b.) 52 1 . 1  487 . 1  489.8 472.5 472.2 54 1 . 1  638.1 71 1 .9 786.2 882.-t 

Trade balance 22.5 27.4 57.7 50.5 15.6 5.3.9 39.0 47 2 57.6 52.9 

Services. net -1 10.9 -100.4 -103.1  -93.3 -83.0 -78.8 -79.4 -89.2 -90.3 -92.1.1 

Goods and services balance -88.4 -73.0 -45.4 -42.8 -67.4 -24.9 -40.4 -42.0 -32.8 -40.0 
Unrequited transfers 1 2 . 1  15.9 18.8 20.9 25.6 26.6 26.4 26.2 28.0 29.1 
Current account balance -76.4 -57.1 -26.7 -21.9 -41.8 1 . 7 -14.0 -15.9 -4.X -10.9 

Memorandum 

Export� of good� and services 694.6 657.0 690.5 662.6 634.5 7 5 1 . 8  854.6 955.4 1 .054. l 1 . 1 58.3 
lnvesunent income. net -43.7 -42.1 -50.4 -50.9 - 5 1 . 5  -55.0 -57.3 -62.3 -61.9 -62.8 
Of which. 

Interest payments 82.4 76.7 8 7 . 1  85.7 84.6 84.8 92.3 98.8 97.7 99.4 
Oil trade balance 1 7 3 . 8  140.2 139.4 1 1 8.7 72.8 88.2 79.3 99.2 1 12.3 12.3.3 

Africa 

Expons (f.o.b.) 66.8 64.8 66.7 66.4 58.6 65.2 66.2 7 1 . 1  79.0 85 . .3 
Impons (f.o.b ) 72.2 62.6 59.5 53.5 54.1  57.4 63.5 67.1 73.6 nu 

Trade balance -5.3 2.2 7.2 12.9 4.5 7.9 2.8 4.0 5.4 6.6 

Services. net -21.0 -19.7 -20.0 -20.2 -22.3 -2 1 . 3  -22.0 -22.2 -24.2 -24.6 
Goods and services balance -26.3 -17.5 -12.8 -7.4 -17.9 -13.4 -19.3 -18.2 -18.8 - I ll .  I 
Unrequited transfers 4.8 5.0 5.0 6 . 1  7.6 8.4 9.0 9.3 9.7 9.8 
Current account balance -21.6 -12.5 -7.7 - 1 . 2  -10.3 -5. 1  -10.3 -8.9 -9.1 -8.3 

Memorandum 

Expons of goods and services 79.4 76.6 78.0 77.0 70.2 78.6 8 1 . 1  86.7 96.5 104.2 
Investment income. net -4.5 -6.4 -8.2 -9.4 - 1 3 . 2  -14.2 -15.3 -15.9 -16.5 -16.6 
Of which. 

lntereM payments 7.9 8.3 10.5 10.8 1 1 . 7  12.4 13.6 13.8 14.5 14.9 
Oil trade balance 23.3 20.6 22.9 23.0 1 1 .7 13.6 1 1 .5 15.7 1 9 . 1  20.!1 

Asia 

Expons (f.o.b.) 163.1  171.9 199.2 196.8 2 1 7 . 1  284.4 346.9 395 . 1  440.0 488.9 
lmpons (f.o.b.) 182.1  188.7 203.0 208.6 2 1 5 . 2  266.4 340.7 396.6 441.3 491.0 

Trade balance -19.0 -16.8 -3.8 - 1 1 .8 2.0 18.0 6.3 -1.6 -1.3 -2.1  

Service�. net -7.0 -7.3 -10.2 -1 1 .3 -8.2 -8.2 -8.0 -8.9 -9.4 -1 1 . 1  
Goods and services balance -26.0 -24.1 -13.9 -23 . 1  -6.2 9.8 - I .  7 -10.5 -10.6 - 1 3 . 2  
Unrequited transfers 10.0 10.5 10. 1 9.2 10.4 10.7 10.5 8.6 8.4 8.6 
Current account balance -16.0 - 1 3 . 6  -3.8 -13.9 4.2 20.5 8.8 -1 .9 -2.3 -4.6 

Memorandum 

Expons of goods and �ervices 209 . 1  2 1 8 . 6  246.7 244.2 269.6 344.4 4 1 8 . 3  477.9 529.2 584.4 
Investment income. net - 1 1 .0 - 1 1 .4 -1 1 .9 -1 1 .7 - 1 2 . 1  -12.4 -1 1 . 1  -10.2 -9.8 -10.6 
or which. 

Interest payments 1 3 . 4  1 3 . 2  16.2 1 7 . 1  19.0 20.6 2 1 .9 23.-1 24.0 25.5 
Oil trade balance -5.3 -4.4 0.5 �.2 �.8 -2.4 -3.6 -6.1 -9.1 -13.5 
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Table A36 (concluded) Developing Countries--by Region: Current Account Transactions, 1982-91 
( I n  billion� of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Europe 

Ex pons (f.o.b.) 48.9 48.5 5 1 . 9 5 1 .4 53.3 58.7 63.9 64.7 68.9 74.7 

Imports (f.o.b.) 52.0 5 1 .0 52.8 53.4 56.3 60.1 6 1 . 1  67.2 72.8 8 1 .5 

Trade balance -3.2 -2 .5 -0.9 -2.0 -3.0 - 1 . 4  2.7 -2.5 
-

3.8 -6.8 

Services. net -4.4 -4.3 -4.3 -3.4 -3.3 -2 .4 - I .  I -0.5 -0.2 0.6 

Goods and services balance -7.6 -6.7 -5.2 -5.4 -6.3 -3.8 1 . 6  -3.0 -4.0 -6.2 

Unrequited transfers 4.2 4 . 1  4.5 4.5 4.5 4.7 5.0 6.5 7.0 6.6 

Current account balance -3.3 -2.7 -0.7 -0.9 - 1 . 7  0.9 6.7 3.6 2.9 OA 

Memorandum 

Exports of goods and services 59.0 57.9 6 1 . 8  62.4 65.8 7 3 . 1  8 1 .4 84.6 9 1 . 2  98. 7  

Investment income. net -8.1 -7.1 -7.1 -6.9 -7.5 -7.9 -7.9 -8.0 -7.5 -7.6 

Of which. 
Interest payments 8.9 7.9 8 . 1  8.2 8.9 9.3 9.7 10.2 10.0 10.4 

Oil trade balance -8.8 -8.3 -8 . 1  -8.2 
-

5 . 3  -6.1 -5.4 -5.3 -6.3 -7.-l 

Middle East 

Expom (f.o.b.) 173.6 137.4 128.3 1 1 2.0 77.6 95.2 94.6 1 1 3.0 130.6 147.8 
Imports (f.o.b.) 1 3 1 . 0  122.2 1 1 0.8 93.8 82.3 85.5 9 1 .2 94.7 100.0 1 1 7  .-l 

Trade balance 42.6 15.2 17.5 18.3 -4.7 9.8 3.4 1 8 . 1  30.3 30.1 

Services. net -29.6 -28.9 -27.8 -19.9 -1 1 .7 -12.5 -8.9 - 1 5 . 1  -15.3 -16.7 

Goods and �erviccs balance 13.0 -13.7 -10.3 -1 .6 -16.4 -2.7 -5.5 3 . 1  15.0 13.4 

Unrequited transfers -8. 1 -5.5 -3.3 - 1 . 8  -0.8 - 1 . 5  -2.9 -2.8 - 1 . 3  -0.-l 
Current account balance 4.8 -19.2 -13.6 -3.5 -17.2 -4.2 -8.4 0.3 13.7  1.3.0 

Memorandum 

Exports of goods and services 224.4 185 .3 172.8 153.6 1 19.1  134.9 136.8 156.4 1 74 .6 1 9 1 . 9  

Investment income. net 12.3 13.0 8.4 9.0 12.4 9.2 10.2 9.7 9.2 8.6 

or which. 
Interest payments 6.9 7.2 8.5 8.3 8.4 8.6 9.6 10.5 10.8 1 1 .0 

Oil trade balance 149.1  1 1 5.8 104.4 89.0 55.2 68.3 64.1 80.0 92.4 105.3 

Western Hemisphere 

Exports (f.o.b. l 9 1 . 1  9 1 .9 101.5 96.5 8 1 . 1  9 1 . 5  105.5 1 1 5.4 125.6 138.9 

Imports (f.o.b.) 83.7 62.6 63.8 63.3 64.2 7 1 . 8  8 1 . 6  86.3 98.5 1 1 3.8 

Trade balance 7.4 29.2 37.7 33.2 16.9 19.7 23.9 29.1 27.0 25.2 

Services. net -48.9 -40.2 -40.9 -38.5 -37.4 -3-1.5 -39.-1 -42.6 -l 1 . 3  -l l . l  
Good& and service� balance - 4 1 . 5  - 1 1 . 0  -3.2 -5.3 -20.6 -14.8 -15.6 -13.5 -14.3 -16.0 

Unrequited transfers 1 .2 1 . 9  2.4 3.0 3.9 4.4 4.8 4.6 4.2 4.5 

Current account balance -40.3 -9. 1 -0.8 
-

2.4 - 16.7 -10.4 -10.8 -
8.9 -10.1  -1 1 .-1 

Memorandum 

Exports of goods and services 122.7 1 1 8.6 1 3 1 . 3  125.4 109.8 120.9 137.1  149.8 162.6 179.1 

Investment income. net -32.4 -30.3 -3 1 . 6  
-

3 1 .9 -31.2 -29.7 -33.2 -37.9 -37.3 -36.7 

Of which. 
Interest payments 45.2 40.2 43.9 4 1 .3 36.7 33.9 37.4 -10.8 38.4 37.7 

Oil trade balance 15.5 16.5 19.7 15.2 1 2 . 1  14.7 12.6 14.9 16.3 18.0 
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Table A37. Developing Countries--by Predominant Export: Current Account Transactions, 1982-91 
(In billions of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 
Fuel 

Exports (f.o.b.) 250.0 2 1 1 .2 208.6 187.9 125.6 1 5 1 .7 149.-1 179.8 210.0 237.2 
Imports (f.o.b.) 172.7 146.8 132.7 1 16.5 103.3 103.3 1 1 8 . 1  125.9 138.5 165.1 

Trade balance 77.3 64.4 75.8 71.4 22.3 48.4 3 1 .3 54.0 7 1 . 5 72.1 

Services. net -71.5 -62.1 -60.7 -52.7 -41.9 -40.3 -38.8 -47.0 -47.6 -49.7 
Goods and �ervices balance 5.8 2.3 1 5 . 1  18.6 -19.6 8 . 1  -7.5 7.0 23.9 22.-1 
Unrequited transfers -20. 1 -18.0 -15.7 -15.3 -12.2 -12.3 -13.3 -13.0 -12.0 -1 1 .3 
Current account balance -14.3 -15.7 -0.6 3.4 -31.!! -4.1 -20.7 -6.0 1 1 .9 1 1 .0 

Memorandum 

ExportS of goods and services 301.6 258.3 254.6 230.5 168.5 1 9 1 . 6  192.5 224.4 256.5 284.5 
lnvestmelll income. net 1 .0 0.9 -3.6 -3.5 -0.4 -3.5 -3.4 -6.4 -7.1 -7.6 
Of which. 

Interest payments 2 1 .6 20.6 25.5 24.1 22.5 22.6 25.1 27.1 25.6 26.1 
Oil trade balance 215.4 176.6 170.1 145.7 89.0 108.4 98.7 122.1  143.1 161.2 

Non-fuel exports 

Exports (f.o.b.) 293.5 303.4 338.9 335.1 362.1 443.3 527.7 579.4 634.0 698.5 
Imports (f.o.b.) 348.4 340.4 357.1 356.0 368.9 437.8 520.0 586.0 647.6 717.3 

Trade balance -54.8 -37.0 - 1 8 . 1  -20.8 -6.7 5.5 7.7 -6.8 -13.9 -19.2 

Services. net -39.4 -38.4 -42.4 -40.6 -4 1 . 1  -38.6 -40.6 -12.2 -12.8 -43.2 
Goods and services balance -94.2 -75.3 -60.5 -61.5 -H.8 -33.1 -33.0 -49.0 -56.7 -62A 

Unrequited transfers 32.2 33.9 34.5 36.2 37.8 38.9 39.7 39.2 40.0 40.5 
Current account balance -{)2.0 -41.5 -26 . 1  -25 3 -10.0 5.9 6.7 -9.8 -16.7 -21.9 

Memorandum 

Exports of goods and services 393.0 398.7 435.9 432.1 466.0 560.1 662.2 731.0 797.6 873.8 
Investment income. net -44.7 -13.0 -46.8 -47.4 -5 1 . 1  -51.5 -53.9 -55.9 -54.8 -55.3 
or which, 

Interest payment!> 60.8 56.1 61.6 6 1 . 6  62.1 62.2 67.2 7 1 . 7  72.0 73.4 
Oil trade balance -4 1 . 7  -36.4 -30.7 -27.0 -16.2 -20.3 -19.4 -22.9 -30.8 -37.9 

Manufactures 

Exports (f.o.b.) 195.1  203.9 234.4 234.9 259.1 328.6 396.7 -+40.0 4S I . S  530.4 
Import� (f.o.b.) 2 1 1 .9 2 1 3 . 3  229.9 240.7 253.5 307.2 373.3 429.3 476.3 532.1 

Trade balance -16.8 -9.4 4.5 -5.8 5.6 21.4 23.4 10.7 5.4 - 1 . 8  

Services. net -16.8 - 1 3 . 1  -14.6 -15.0 -15.4 - 1 2 . 1  - 1 1 .8 -12.0 -1 1 .5 -12.3 
Goods and services balance -33.6 -22.5 -10.1  -20.8 -9.8 9.3 1 1 .6 - 1 . 3  -6.0 -14.1  
Unrequited transfer!> 10.9 1 1 .4 12.0 13.0 14.1  13 .8  13 .4 13 .6 14.5 14.3 
Current account balance -22.8 -1 1 . 1  2.0 -7.8 4.3 23. 1  25.0 12.3  8.5 0.2 

Memorandum 

Exports of goods and services 249.9 257.4 290 . 1  2 9 1 . 2  3 1 9.9 398.7 481.6 538.8 588.6 644.3 
Investment income. net -27.5 -22.9 -23 . 1  -23.2 -24.7 -23.6 -23.9 -22.9 -21.2 -21.6 
Of which. 

Interest payments 33.9 29.3 3 1 .8 32.2 33.4 33.4 36.0 37.9 37.8 39.0 
Oil trade balance -34. 1 -29.8 -25.3 -22.3 -13.5 -17.0 -16.7 -19.8 -26.6 -32.1 
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Current Account: Developing Countries 

Table A37 (continued). Developing Countries-by Predominant Export: Current Account Transactions. 1982-91 
( I n  billions of U .S.  dollars} 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Primary products 

Exports (f.o.b.) 40.2 40. 1  42.5 42.2 44.0 45.7 52.7 56.5 59.4 64.0 
Imports <f.o.b.) 46.1 40.4 40.3 38.2 4 1 .5 47.6 5 1 .6 54.1 58.7 62.8 

Trade balance -5.9 -0.3 2.2 4.0 2.5 - 1 .9 1 . 0  2.3 0.7 1 . 2  

Services. net - 17.3 -19.1  -20.3 -19.8 -20.1 -21.0 -22.6 -24.0 -25.2 -25.4 
Goods and service� balance -23.2 - 1 9.4 - 1 8 . 1  -15.8 -17.7 -22.8 -21.5 - 2 1 . 6  -24.4 -24.2 

Unrequited transfers 4.2 4.5 4.7 5.2 6.2 7 . 1  7.7 7.7 7.3 7 6 
Current account balance -19.0 -14.9 -13.4 -10.6 - 1 1 .5 -15.7 -13.8 -13.9 -17.1  -16.6 

Memorandum 

Exports of goods and services 52.5 50.3 53.0 52 2 55.4 58.3 65.8 70.9 74.4 80.1 

Investment income. net -12.8 -1 4.0 -16.0 -15.8 -15.0 -15.6 -17.0 -19.0 -19.6 -19.6 

Of which, 
Interest payments 13 .8  14.0 15.5 15.2 14.4 14.5 15.8 17 .8  18.3 17.() 

Oil trade balance -4.3 -3.6 -3.0 -2.9 -2.3 - 1 . 8  -2.0 -2.3 -2.6 -2.9 

Agricultural products 

Exports <f.o.b.) 26.9 26.8 29. 1  28.9 30.7 30.5 34.8 37.0 40.1 43.2 
lmpom (f.o.b.) 32.0 28.8 29.4 28.0 30.1 34.0 36.9 37.7 4 1 .0 44.0 

Trade balance -5.1  -2.1  -0.3 0.9 0.7 -3.5 -2. 1 -{).7 -0 9  -{).8 

Services. net - 1 1 . 1  - 1 2.8 -13.6 -13.5 -13.7 -14.4 - 1 5 . 1  - 16.5 -17.2 -17.0 

Goods and services balance - 1 6 . 1  -14.9 -13.9 -12.5 -13.0 - 17.9 -17.2 -17.2 - 1 8 . 1  -17.!! 

Unrequited transfers 3.3 3.5 3.9 4.3 5.2 6.1 6.5 6.4 6.0 6. 1 
Current account balance -12.9 -1 1.4 -9.9 -8.2 -7.8 - 1 1 .8 -10.7 -IO.X - 1 2 . 1  -1 1 . 7  

Memorandum 

Export� of goods and services 35.9 34.3 36.7 36.4 39.2 39.7 44.4 47.6 5 1 I 54.9 
Investment income. net -8.3 -9.5 - 1 1 .0 - 1 1 .0 -10.4 - 1 1 .0 - 1 1 .8 -13.7 -14. 1  -13.8 

or which. 
!merest payments 9.0 9.6 10.4 10.5 9.9 10.0 10.9 12 .7  12.9 12.5 

Oil trade balance -4.1 -3.2 -2.9 -2.8 - 1 . 8  - 1 .5 - 1 . 6  - 1 .4 -1 .4 -1 .4 

Minerals 

Export� (f.o.b.) 13.3 13 .4 13.4 13.3 13.2  15.2  17.8 19.5 19.3 20.8 

Imports (f.o.b.} 14.1  1 1 .6 1 1 .0 10.2 1 1 .5 13.6 14.7 16.5 17.7 18.!! 

Trade balance --0.8 1 .8 2.5 3. 1 1 . 8  1 .6 3.2 3.0 1 .6 2.0 

Services. net -6.2 -6.3 -6.7 -6.3 -6.4 -6.6 -7 .5 -7.5 -8.0 -8 4 

Good� and service� balance -7.1  -4.5 -4.2 -3.2 -4.6 -4.9 -1.3 -1.4 -6.4 -6 4 

Unrequited transfers 0.9 1 . 0  0.8 0.9 1 . 0  1 . 0  1 . 2  1 . 3  1 .4 1 . 5  
Current account balance -6.2 -3.5 -3.4 -2.4 -3.7 -3.9 -3.1 -3.2 -5.0 -1.9 

Memorandum 

Exports of goods and services 16.6 16. 1 16.3 15.8 16.2 18.7 21 .4 23.3 23.3 25.2 
Investment income. net -4.5 -4.5 -5.0 -4.8 -4.6 --U -5.2 -5.4 -5.6 -5.8 

Of which. 
Interest payments 4.8 4.4 5 . 1  4.7 4.6 4.5 4.9 5.0 5.3 5.4 

Oil trade balance -0.2 -0.4 -0.2 -0.1  -0.5 -0.4 -0.4 -0.9 - 1 . 2  - 1 . 4  
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Current Account: Developing Countne� 

Table A37 (concluded). Developing Countries-by Predominant Export: Current Account Transactions, 1982-91 
(In billions of U .S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Services and private transfers 

Exports (f.o.b.) 13.3 12.6 1 3.0 12.5 12.9 14.0 16.2 17.4 19.5 2 1 . 9  

Imports rf.o.b.) 37.1 36.4 37.3 35.3 34.0 36.2 39.3 40.3 42.8 44.7 

Trade balance -23.8 -23.9 -24.3 -22.8 -21 . 1  -22.2 -23. 1 -22.9 -23.3 -22.8 

Service�. net 5 . 1  4.7 3.8 3.0 3.0 4. 1 3.5 3.5 4.2 5.3  

Goods and services balance - 1 8 . 7  -19.2 -20.5 -19.8 - 1 8 . 0  - 1 8 . 1 -19.7 -19.4 - 1 9 . 1  -17.5 

Unrequited transfers 12.0 13.0 13.2 13.3 13.0 12.6 1 3 . 1  12.7 12.6 12.9 

Current account balance �.7 �.2 -7.3 �.5 -5.1 -5.5 �.6 �.7 �.5 -U 
Memorandum 

Exports of good and �ervices 33.8 32.0 32.1 30.9 3 1 .7 34. 1 37.4 39.6 43.2 47.5 

Investment income. net - 1 .6 -2.4 -3.0 -3.5 -3.6 -4.1 -5.0 -5.5 -5.7 �.0 

Of which. 
Interest payments 7.8 7 . 1  7.2 7.0 6.7 6.6 7.4 8 . 1  8.3 8.6 

Oil trade balance -2.8 -2.7 -2.8 -2.3 - 1 . 1  -2.0 - 1 . 8  -2.2 -3.1  -3.3 

Diversified export base 

Exports (f.o.b.) 45.0 46.9 49.0 45.7 46.1 55.0 62.2 65.5 73.4 82.2 

Imports (f.o.b.) 53.2 50.2 49.5 4 1 . 9  39.8 46.8 55.8 62.3 69.8 77.7 

Trade balance -8.3 -3.4 --0.6 3.8 6.3 8.2 6.4 3.0 :u 4.2 

Services. net -10.4 -10.9 - 1 1 .3 -8.9 -8.6 -9.6 -9.8 -9.7 -10.4 -10.8 

Goods and services balance - 1 8 . 7  -14.3 - 1 1 .9 -5.1 -2.3 -1 .4 -3.4 �.7 -7.1 -6.6 

Unrequited transfers 5.2  5.0 4.5 4.7 4.6 5.4 5.5 5.2 5.5 5.7 

Current account balance -13.5 -9.2 -7.3 --0.4 2.3 4.0 2. 1 - 1 .5 - 1 . 6  -0.9 

Memorandum 

Export.., of goods and services 56.7 58.9 60.7 57.8 59.0 69.0 77.4 8 1 .8 9 1 . 4  101.9 

Investment income. net -2.7 -3.7 -4.7 -4.9 -7.8 -8.1 -8.0 -8.5 -I.U -8.1 

Of which, 
Interest payments 5.3 5.7 7 . 1  7.2 7.5 7.8 7.9 7.9 7.7 7.9 

Oil trade balance -0.5 -0.3 0.5 0.5 0.7 0.6 1 .0 1 .4 1.5 0.4 
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Table A38. Developing Countries-by Financial Criteria: Current Account Transactions, 1982-91 
(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Net creditor countries 

Export� (f.o.b.) 167.8 139.0 132.4 1 15.3 94.8 1 1 9.8 123.6 142.5 166.3 188.9 
Imports (f.o.b.) 96.4 96.8 89.0 7 1 .7 67.7 79.2 95.4 100.5 1 1 0.4 1 3 1 . 8  

Trade balance 7 1 .4 42.2 43.4 43.7 27.2 40.6 28.3 42.0 55.9 57.1 

Service�. net -26.4 -27.8 -26.0 - 1 7 . 1  -6.9 -9.7 -5.7 -12.8 - 1 4 . 1  -17.7 
Goods and services balance 45.0 14.3 17.5 26.6 20.3 30.9 22.6 29.2 4 1 . 8  39.4 
Unrequited transfers -16.0 -15.2 -13.9 -13.9 -12.5 -13.0 -15.0 -15.4 -14.8 -14.6 
Currem account balance 28.9 -0.9 3.6 12.8 7.8 17.9 7.6 13.8 27.0 24.8 

Memorandum 

Exports of goods and services 204.8 175.3 166.2 147.6 129.9 153.0 161.3 183.0 207.5 230.0 
Investment income, net 1 1 .0 15.0 12.5 13.9 18.7 16.3 19.0 19.8 19.9 19. 1 
Of which. 

!merest payments 2.8 2.5 2.6 2.3 2.4 2.7 3.0 3.3 3.0 2.9 
Oil trade balance 134.9 103.5 9 1 . 2  74.7 45.5 55.1 50.2 62.4 81 .0 95.5 

Net debtor countries 

Exports (f.o.b.) 375.7 375.6 4 1 5 . 1  407.7 392.9 475.2 553.5 616.7 677.7 746.7 
Imports (f.o.b.) 424.7 390.3 400.8 400.9 404.5 461.9 542.7 6 1 1 .4 675.7 750.5 

Trade balance -49.0 - 1 4 . 7  14.3 6.9 - 1 1 .6 13.3 10.7 5.2 1 . 7  -4.2 

Services. net -84.4 -72.6 -77.2 -76.3 -76. 1  -69 . 1  -73.7 -76.4 -76.3 -75.2 
Goods and services balance - 1 33.4 -87.3 -62.9 -69.4 -87.7 -55.8 -63.0 -71 .2 -74.6 -79 4 
Unrequited transfers 28.1 3 1 . 1  32.6 34.8 38.1  39.6 4 1 . 4  4 1 . 6  42.8 43.8 
Current account balance -105.3 -56.2 -30.2 -34.7 -49.5 -16.2 -2 1 . 6  -29.7 -31.7 -35.7 

Memorandum 

Exports of goods and service� 489.8 4 8 1 . 7  524.3 515.0 504.6 598.8 693.4 772.3 846.6 928.2 
Investment income. net -54.7 -57.2 -62.9 -64.8 -70.2 -7 1 .3 -76.3 -82 . 1  -81 .8 -82.0 
Of which, 

Interest payments 79.5 74.2 84.6 83.4 82.2 82.1 89.3 95.5 94.7 96.6 
Oil trade balance 38.9 36.7 48.2 44.0 27.3 33.1 29.1  36.8 3 1 .4 27.8 

Market borrowers 

Export� (f.o.b.) 195.4 203.0 225.3 218.8 2 1 1 .4 262.5 315.4 356.1 391.8 433.6 
Imports (f.o.b.) 192.9 174.1 1 8 1 . 7  172.0 180.6 219.1  268.2 313.3 353.6 395.6 

Trade balance 2.6 28.9 43.6 46.8 30.8 43.4 47.1 42.8 38.2 38.1 

Services. net -52.8 -43.2 -46.1 -43.5 -41.2 -35.6 -40.0 --42.1 -43.1 -43.7 
Goods and services balance -50.2 -14.3 -2.5 3.3 -10.4 7.8 7 . 1  0.7 -4.9 -5.7 
Unrequited transfers 1 . 3  1 . 8  1 . 7  2 . 1  3 . 6  3 . 6  3.6 2.6 2.5 2.8 
Current account balance -48.9 -12.5 -0.8 5.4 -6.9 1 1 .3 10.8 3.3 -2.4 -2.8 

Memorandum 

Exports of goods and services 249.1 253. 1  277.3 269.1 264.0 321 .0 38 1 . 1  431.9 473.0 520.6 
Investment income, net -35.9 -33.2 -34.5 -34.4 -36.6 -34.5 -37. 1  --4 1 . 1  -39.8 -38.9 
Of which. 

IntereM payments 49.9 44.7 49.9 48.0 44.5 42.1 45.3 49.0 46.6 46.2 
Oil trade balance 17.5 1 8 . 1  23.0 18.3 13.8 16.0 12.7 15.0 16.2 15.5 
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Table A38 (continued). Developing Countries-by Financial Criteria: Current Account Transactions, 1982-91 
( In billions of U .S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Diversified borrowers 

Exports (f.o.b.) 1 4 1 . 7  133.6 149.2 150.0 140. 1 168.7 188.7 2 1 1 . 4  232.7 255.3 
Imports (f.o.b.) 167.9 155.3 155.9 167.5 1 6 1 . 0  175.8 199.8 221.8 244.8 272. 1 

Trade balance -26.2 -21 .8 -Q.7 - 17.5 -2 1 . 0  -7 . 1  - 1 1 . 1  - 10.5 -12.4 -17.2 

Services. net -23.2 -2 1 . 6  -22.6 -23.7 -24.6 -23.6 -22.6 -23.0 -22.2 -20.8 
Goods and services balance -49.4 -43.3 -29.3 -1 1 . 1  -45.5 -30.7 -33.6 -33.5 -34.6 -38.0 

Unrequited transfers 10.6 1 1 .5 12.9 13.9 14.8 15.0 15.7 17.3 18.2 18.9 
Current account balance -38.7 -31.8 -16.3 -27.3 -30.7 -15.7 -17.9 -16.2 -16.4 - 1 9 . 1  

Memorandum 

Exports of goods and �ervices 187.9 174.6 1 9 1 . 1  192.0 183.2 215.5 243.1 270.2 297. 1 324.9 
Investment income. net - 10.5 -15.4 - 18.9 -20.8 -23.3 -25.4 -26.7 -27.7 -28.4 -29.3 

Of which. 
Interest payment!> 19.7 19.3 23.5 24.3 26.2 27.5 30.2 3 1 .8 32.9 34.6 

Oil trade balance 27.8 24.5 3 1 .0 3 1 .3 17.7 21 .7  20.6 26.1 20.0 17.8 

Official borrowers 

Exports (f.o.b.) 38.6 39.0 40.6 38.9 4 1 .5 44.0 49.4 49.2 53.2 57.8 
Imports (f.o.b.) 64.0 6 1 .0 63.2 6 1 .4 62.9 66.9 74.7 76.3 77.4 82.9 

Trade balance -25.4 -21.9 -22.6 -22.5 -21.4 -22.9 -25.4 -27 . 1  -24. 1 -25.1  

Services. net -8.5 -7.8 -8.5 -9.1 -10.3 -9.9 -1 1 .2 -1 1 .3 -10.9 -10.7 
Goods and services balance -33.9 -29.7 -3 1 .  I -31.6 -31.7 -32.9 -36.5 -38.4 -35 . 1  -35.8 
Unrequited tran�fers 1 6 . 1  17.9 18.0 18.9 19.8 2 1 .0 22.1 2 1 . 7  22.1 22.0 
Current account balance -17.7 - 1 1 .9 -13.2 - 12.8 -1 1 .9 - 1 1 . 8  -14.4 - 16.8 -13.0 - 13.8 

Memorandum 

Exports of goods and service� 52.8 54.0 55.9 54.0 57.4 62.3 69.1 70.3 76.5 82.7 
Investment income. net -8.3 -8.6 -9.5 -9.7 -10.3 -1 1 .3 -12.5 -13.2 -13.6 -13.9 
Of which. 

Interest payments 10.0 10.3 I 1 . 2  I l .  I 1 1 .5 12.5 13.7 14.7 15.2 15.8 
Oil trade balance -6.4 -5.9 -5.8 -5.5 -4.2 -4.6 -4.2 -4.2 --4.9 -5.5 

155 



©International Monetary Fund. Not for Redistribution

Current Account: Developing Countries 

Table A38 (concluded). Developing Countries-by Financial Criteria: Current Account Transactions, 1982-9 1 
( I n  billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Countries with recent debt-
servicing difficulties 

Ex pons (f.o.b.) 189.2 185.3 199.7 193.5 169.4 192.0 2 1 -1.1  231.8 246.3 267.0 

Imports (f.o.b.) 205 . 1  166.4 164.0 157.6 158.0 168.3 187.9 201.2 220.1 245 . 1  

Trade balance -16.0 18.9 35.7 35.9 1 1 .4 23.7 26.2 30.5 26.2 22.0 

Service�. net -76.3 -63.1  -64.0 -61 .2 -61.6 -57.4 -63.6 -67.2 -66.2 -64.9 

Goods and services balance -92.3 --44. 1 -28.4 -25.3 -50.2 -33.7 -37.3 -36.7 -40.0 -13.0 

Unrequited transfers 9.4 12.6 1 3 . 6  14.8 16.3 17.5 18.8 18.8 20.4 20.9 

Current account balance -82.9 -31.5 -14.7 -10.6 -33.9 -16.2 -18.6 -17.9 -19.6 -22 . 1  

Memorandum 

Expons of good� and !>crvice!> 241.5 231.4 248.3 240.8 217.3 242.6 269.1 292.1 3 1 1.8 337.0 

Investment income. net -39.9 -4 1 . 4  --44.6 -15.8 -49 . 1  -48.6 -53.3 -59. 1 -58.3 -57.6 
or which. 

Interest payment� 59.8 55.5 6 1 .9 59.5 55.5 53.7 58.6 63.0 60.9 60.6 

Oil trade balance 33.1  30.2 37.1  34.2 21 .9 28.2 27.2 35.0 31 .4 31 .5  

Countries without deht-
servicing dilliculties 

Ex pons (f.o.b.) 186.6 190.3 215.4 214.2 223.5 283.3 339.3 385.0 431.4 479.7 

lmpot1S (f.o.b.) 219.6 224.0 236.8 243.2 246.5 293.6 354.8 410.2 455.7 505.5 

Trade balance -33.0 -33.7 -21.4 -29.0 -23.0 -10.4 -15.5 -25.4 -24.6 -26. 1  

Services. net -8.2 -9.5 - 1 3 . 1  - 1 5 . 1  -14.4 - 1 1 .7 -10.2 -9.2 -10.0 -10.3 

Goods and services balance -41.2 -43.2 -34.5 -44. 1 -37.5 -22.1 -25.7 -34.5 -34.6 -36.4 

Unrequited tran!>fers 18.8 18.5 19.0 20.0 2 1 .8 22.1 22.6 22.8 22.5 22.9 
Curre111 accou111 balance -22.4 -24.7 -15.5 -24. 1 -15.6 -3.0 - 1 1 .8 - 1 2 . 1  -13.6 

Memorandum 

Export!> of good!> and �ervicel> 248.3 250.4 276.0 274.2 287.2 356.2 424.3 480.2 534.8 591.3 
Investment income. net -14.8 -15.8 - 1 8 . 3  - 1 9 . 1  -2 1 . 1  -22.7 -23.0 -23.0 -23.5 -24.4 

or which. 
I ntercst payment� 19.7 18.8 22.6 23.9 26.7 28.4 30.7 32.5 33.8 35.9 

Oil trade balance 5.8 6.5 1 1 .  I 9.8 5.4 4.9 1 . 9  1 . 8  - 0 . 1  -3.7 
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Table A39. Developing Countries-Miscellaneous Groups: Current Account Transactions. 1982-91 
( I n  billions or u.s. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Sub-Saharan Africa 

Expom (f.o.b. l 19.9 19.7 2 1 .5 20.8 2 1 . 1  22.4 23.0 23.7 24.9 26.7 
lmpom (f.o.b.) 23.9 2 1 . 2  20.4 20.0 22.0 24.4 26.3 27.6 29.0 30.2 

Trade balance -4.0 - 1 .5 1 . 1  0.8 -0.9 -2.0 -3.3 -3.9 -4. 1 -3.5 

Services. net -7.4 -7.7 -7.9 -8.5 -9.7 -10.0 -1 0.8 -10.3 - 1 1 . 1 - 1 1 .3 
GO<:lds and �ervicc!> balance - 1 1.4 -9.2 -6.8 -7.7 -10.6 -12.0 -14. 1 - 14.2 - 1 5.2 -14.8 
Unrequited transfers 3. 1 3.4 3.7 4.2 4.9 5.5 6 . 1  6.4 6.4 6.5 
Current account balance -8.3 -5.8 -3. 1 -3.4 -5.7 -6.5 -8.0 -7.8 -8.8 -8.3 

Memorandum 

Expons or goods and servu.:es 25.3 24.8 26.4 25.5 26.6 28.9 29.6 30.9 32.7 35.2 
lnve�trnent income. net -3.5 -3.8 -4.4 -4.9 -5.2 -5.9 -6.3 -6.5 -6.7 -7. 1 
Of which. 

Interest payments 3.0 3.2 3 . 8  4 . 1  4.4 5 . 1  5 6 5 8  6. 1 6.5 
Oil trade balance 0.8 1.4 2 . 1  1 . 7  0.5 0.6 0.4 0.4 0.7 0.6 

Twelve major oil exporters 

Export!- (f.o.b.) 218.6 178.8 173. 1 154.6 100.9 122.1 1 1 9.3 146.4 1 7 1 . 5  194.2 
Imports (f.o.b.) 150.6 1 3 1 .8 1 15.5 97.5 85.8 85 .0 93.8 97.2 106.3 130.1  

Trade balance 67.9 47.0 57.6 57.0 1 5 . 1  37.2 25.5 49.2 65.2 64.1 

Services. net -54.1 -49.0 -46.8 -39.3 -28.8 -29.4 -27.5 -34.3 -35.5 -38.0 
Good� and services balance 13.8 -1 .9 10.8 17.8 -1 3.7 7.8 -2.0 15.0 29.7 26. 1 
Unrequited transfers -20.2 -Ill.  I -16.0 -15.6 -13.0 -1 3.0 -1 3.7 - 13.6 -12.6 -12.0 
Current account balance -6.4 -20.0 -5.2 2. I -26.7 -5.1 -15.7 1.4 1 7 . 1  1 4 . 1  

Memorandum 

Export� of goods and services 262.1 218.-1 209.8 188.9 1 35 .8 1 53. 1 152. I 179.9 205.5 228.4 
lnveMment income. net 7.6 6.3 2.0 2.5 6.5 2.9 3.5 2.0 2.0 1.8 
or which. 

lnterc�l payment> 8.2 9.2 12.2 12.5 12.7 1 3 . 1  14.6 15.8 15.7 1 5.9 
Oil trade balance 200.2 160.5 153.2 133.6 78.6 96.1 88.2 1 1 0.3 130.6 147.9 

Net debtor fuel exporters 

Export; (f.o.b.) 104.0 97.2 106.3 103.0 70.3 85.2 86.0 103.3 1 1 3.3 122.9 
Imports (f.o.b.) 94.5 68.7 64.7 64.2 58.3 57.1 69.2 74.9 83.3 94.8 

Trade balance 9.5 28.5 41 . 7 38.9 12.0 2 8 . 1  16.9 28.3 30.0 28.1 

Services. net -46.3 -36. 1 -36.9 -37.4 -35.3 -32. 1 -34.8 -37.3 -36.4 -36 . 1  
Goods and services balance -36.8 -7.6 4.8 1 . 5  -23.3 -4. 1 -17.9 -8.9 -6.4 -8.0 
Unrequited transfers -4.2 -2.8 -2.0 -1.7 -0.2 0.3 0.7 1 . 1  
Current account balance -41 .0 -10.3 2.8 -0.2 -23.2 -4.1 -18. 1  -8.7 -5 7 -6.9 

Memorandum 

Export� of goods and services 122.5 1 1 1 . 9  123.2 1 1 8.3 84.9 100.2 102.� 120.9 133.1 143.8 
Investment income. net -10.1  -14.0 -15.4 -16.3 - 1 7 . 1  -17.5 -19.0 -21.9 -22.2 -22.3 
Of which. 

lntereM payment� 20. 1 19.1  23.8 22.6 20.8 2 1 .0 23.4 25. 1  23.6 24.0 
Oil trade balance 76.7 69.0 75.1 67.7 41.5 50.8 46.3 57.1 59.0 62. 1  
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Current Account: Developing Countries 

Table A39 (collcluded). De\'eloping Countries--Miscellaneous Groups: Current Account Transactions, 1982-91 
(In billions of U.S. dollars) 

1982 1983 1984 1 985 1986 1987 1988 1989 1990 1991 
Four newly industrializing 

Asian economies 

Export� (f.o.b.) 83.1  90.8 107.5 108.6 130.3 175.3 217.3 249.9 271.8 298.1 
Imports (f.o.b.) 9 1 . 5 94.3 103.8 99.9 I l l .  1 1 50.0 195.0 232.3 260.9 287.0 

Trade balance -8.4 -3.5 3.7 8.7 1 9 . 1  25.3 22.2 17.6 10.8 1 1 .  I 
Services. net 5.5 4.8 2.8 1 .4 3.6 4.8 6.3 6.0 4.7 3.2 
Goods and �ervices balance -2.9 1 . 3  6.5 10. 1 22.8 30.1 28.6 23.6 15.5 14.3 
Unrequited transfers 0.2 0.3 0 . 1  0.1 0.5 0.3 -0.8 -2.3 -2.4 -2.5 
Current account balance -2.8 1 . 6  6.6 10.2 23.2 30.4 27.8 2 1 . 3  1 3 . 1  1 1 .8 

Memorandum 

Exports of good!. and services 1 10.4 1 17.4 134.2 134.4 160.2 210.8 260.4 301.4 326.2 355.0 
lnveMment income. net -3.2 -2.5 - 1 .6 -0.8 0. 1 0.9 3.0 4.8 5.5 5.0 
Of which. 

Interest payments 7. I 6. 1 6.4 6.4 6.6 7 . 1  6.8 7.3 7.2 7.7 
Oil trade balance -14.3 -13.5 - 12.6 - 1 1 .6 -6.2 -7.9 -7.9 -10.1  -12.8 -14.9 

Small low-income economies 

Exports (f.o.b.) 15.8 16.6 17.6 17.0 18.2 19.6 2 1 .8 23. 1  24.7 26.R 
Imports (f.o.b.) 30.0 27.8 28.8 28.5 30.1 32.7 36.7 38.9 40.7 42.7 

Trade balance -14.3 -1 1 . 2  - 1 1 . 2  -1 1 .5 -1 1 .8 - 1 3 . 1  -14.9 -15.8 -16.0 -15.9 

Service�. net -4.3 -4.4 -5.2 -5.7 -6.3 -7.0 -7.9 -7.6 -7.5 -7.5 
Goods and services balance -18.5 -15.6 -16.4 -17. 1 -18.2 -20.1 -22.8 -23.4 -23.5 -23.4 
Unrequited transfers 8.9 9.3 9.4 9.8 10.9 1 1 .6 12.2 1 2 . 1  12.0 12.3 
Current account balance -9.6 -6.2 -7.0 -7.3 -7.3 -8.5 -10.6 - 1 1 .3 -1 1.5 - 1 1 . 1  

Memorandum 

Exports of goods and services 2 1 . 1  2 1 .8 22.7 2 1 .9 23.7 25.7 28.0 30.0 32.3 34.9 
Investment income. net -2.7 -2.7 -3.4 -3.6 -4.0 -4.6 -5.1 -5.2 -5.2 -5.4 
Of which, 

lntere�t payments 2.7 3.0 3.6 3.8 4.1  4.7 5.1  5.3 5.4 5.7 
Oil trade balance -5.0 -4.4 -4.1 -4.0 -3.1 -3.1  -3.1  -3.4 -U -4.9 

Fifteen heavily indebted countries 

Exports (f.o.b.) 1 1 2.2 I l l . I 123.2 1 1 9.3 100.0 1 1 3.2 128.3 141 .4 157 5 175.0 
Imports (f.o.b.) 107.8 82.4 79.9 78.3 79.0 86.3 97.7 106.6 125.9 145.6 

Trade balance 4.4 28.7 43.4 41 .0 2 1 . 0  26.9 30.6 34.7 3 1 .6 29.4 

Services. net -56.9 -46.8 -47.8 -44.9 -44.0 -40.8 -45.8 -48.9 -48.6 -49.0 
Goods and services balance -52.4 - 1 8 . 1  -4.5 -3.9 -23.0 -1 4.0 -15.2 -14.2 -17.0 -19.6 
Unrequited transfers 2 . 2  3.2 3.6 4.2 5.4 5 . 1  5.7 6 . 1  6.5 6.8 

' Current account balance -50.3 -14.9 -0.9 0.3 -17.6 -8.8 -9.5 -8.1 -10.5 -12 .9 

Memorandum 

Exports of good� and services 142.7 136.6 1 5 1 . 5  147.5 129.3 143.5 162.1 179.4 199.4 220.8 
Investment income. net -34.9 -33.7 -35.9 -36.4 -36.5 -35.1 -39.0 -44.1 --43.2 -H.7 
Of which. 

Interest payments 45.5 4 1 .3 46.5 44.4 40.2 37.9 42. 1  45.9 43.-:l 42.8 
Oil trade baJance 23.3 22.0 27.4 23.4 16.2 19.0 17.0 21 .4 24,.:1 27.1 
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Financing: Summary 

Table A40. Developing Countries: External Financing, 1982-91 
(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 

Deficit on goods. service�. and 
private transfers' 84.4 66.5 37.3 35.1  56.3 12.0 29.0 3 1 . 1  1 9.2 25.1 

Non-debt-creating now�. net 26.4 19.2 2 1 . 4  3 1 .8 27.0 35.5 28.9 27.3 33.7 36.2 

Official transfers 8.0 9.3 10.6 13 .2 14.6 13.7 14.9 15.2 14.4 14.2 
Direct investment. net 19.7 13.4 13.4 1 1 .2 9.8 1 3.0 1 3.0 1 2. 1  18.9 2 1 .5 
SDR allocation. gold monetiza-

tion, and valuation changes - 1 . 3  -3.6 -2.7 7.4 2.7 8.8 1.0 -0. 1 0.3 0.6 

Asset transactions. net1 -48.8 -3.8 -14.7 -12.0 -16.7 -5.7 -25.4 -9.4 -22.2 - 1 2 . 1  

Net errors and omissions) -26.5 -17.6 -6.6 - 1 .3 2.7 --6.6 --6.4 1 . 7  1 .5 -0.8 

Use of reserves 35.1  -3.3 -10.3 -16.7 -3.6 -53.9 0.7 -20.7 -40.5 -40.4 

Net external borrowing 98.1  7 1 .9 47.6 33.3 46.9 42.7 3 1 .2 32.2 46.6 42. 1  

Reserve-related I iabilities 9.7 9 . 1  4.9 1 .6 -2.1  -5.3 -1.0 -2.3 -1.2 4.4 
Net credit from IMP' 6.9 1 1 .0 4.7 -2.7 -5.9 -5.0 -2.4 2.0 5 . 1  
Liabilities constituting for-

eign authorities· reserves' 2.8 -2.0 0.2 1 .7 0.6 0.5 0.9 -3. 1  -0.7 

Other net external borrowing• 88.4 62.8 42.7 3 1 .7 48.9 48.0 35.2 34.5 47.8 37.7 

Memorandum 

Long-term borrowing from 
oflicial creditors. net' 37 .0 40.9 37.6 22.4 29.1 27.0 17.8 25.8 37.2 45.1 

Net borrowing from 
commercial banks" 69.4 38.7 16.8 -1 .5  -0.4 2.7 -7.4 -3.4 -0.6 -23.2 

Exceptional financing 24.7 40.2 38.2 32.0 47.6 50.7 42.5 4 1 . 3  29.4 22.8 
Of which. 

Arrears 1 1 .9 14.6 4.2 - 1 1 .3 7.7 0.4 1 1 .4 13.0 -10.1 -3.7 
Reschedulings 5.7 24.9 30.8 4 1 . 7  35.3 48.4 26.9 27.2 36. I I 1 .5  
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Financing: Summary 

Table A40 (concluded). Developing Countries: External Financing, 1982-91 
l l n  hilhons of U.S. dollars) 

Net debtor developing countrie� 

Deficit on goods. �crvice�. and 
private transfers1 

Non-dcbt-crenting !lows. net 

Official transfer� 
Direct inve�tment. net 
SDR allocation. gold rnonctiza

tion. and valuation changes 

Asset transactions. net" 

Net error� and omissions' 

u�e of reserve� 

Net extemal horrnwing 

Rt:serve-related liabilitic' 
Net creuit from IMP' 
LiabiiHic� constituting for

eign authoritie..�' re�erves� 

Other net external borrowing'' 

Memorandum 

Long-term borrowing from 
ofticial creditor�. net' 

Net borrowing from 
commercial bank�� 

Exceptional financing 
or which. 

1982 

1 1 7.8 

24.4 

12.5 
1 2.4 

-0.5 

-
1 3.0 

-27.4 

37.3 

96.4 

9.7 
6.9 

2.8 

86.7 

35.5 

66.3 

24.7 

1983 

69.3 

22.0 

1 3. 1 

9.7 

-0.7 

-7.5 

- 1 1 . 1 

-6.0 

7 1 .9 

9 . 1  

1 1 .0 

-1 .9 

62.8 

42. 1 

34.8 

40.2 

1984 

--13.9 

22.4 

13.6 
9.5 

-0.7 

-10.2 

-5.4 

-15.2 

52.2 

4.9 
4.7 

0.2 

47.3 

37.7 

21 .0  

38.2 

1985 

50.9 

3 1 .6 

16.3 

9.7 

5.6 

-14.4 

-3.5 

37.3 

1 .6 

1 . 7  

35.7 

23.5 

0.4 

32.0 

1 986 

66.7 

28.5 

17.2 
9.1 

2.2 

-9.7 

1 .0 

7 . 1  

39.7 

-2.1 

-2.7 

0.6 

4 1 .8 

29.4 

-2.5 

47.6 

1987 

32.9 

33.7 

16.7 
12.9 

4. 1 

-9.6 

-4.3 

-17.3 

30.3 

-5.3 
-5.9 

0.5 

35 .6 

28.0 

-4.4 
50.7 

1988 

39 0 

34.7 

1 7. 4  
16.7 

0.6 

-18.5 

-4.7 

-7.2 

34.7 

-4.0 
-5.0 

0.9 

38 .7 

17.5 

-7.6 

42 .5 

1989 

47.1 

35.0 

17.4 
18.0 

-0.3 

-5.8 

3.3 

-2 1 .6 

36.1 

-2.3 
-2.4 

38.4 

25.2 

0.4 

�1.3 

1990 1991 

48.2 5 1 . 9  

3�UI 39.5 

16.5 1 6.3 
22.0 22.7 

0.3 0 6  

-18.2 - 1 1 .3 

3.3 -0.7 

-37.8 -33.7 

62.0 58.1 

- 1 .2 4.4 
2.0 5 . 1  

-3. 1 -0.7 

63.2 53.7 

36.9 45.0 

0.6 -23.2 

29.-1 ::!2.8 

Arrears 1 1 .9 14.6 4.2 - 1 1 . 3  7.7 0.4 J l ..l 13.0 -10.1  -3.7 
Rescheduling� 5.7 24.9 30.8 4 1 .7 35.3 48.4 26.9 27.2 36.1 1 1  5 

NOTE: Except where otherwi�e roolnoted. estimates �hown here arc based on national balance of payments \latistic�. The'>e 
flows are not always easily reconci I able with year-to-year changes in either debtor- or creditor-reported deht �tausw:s. 111 part 
bccaw.e the lauer are affected by changes in valuation. 

' Equivalent to current account deficit less oflicial transfers. For the purpose� of this table. official tran�fers an: treated as 
external financing. 

: Pertains primarily to export credit and recorded changes in private foreign assets. 
' Positioned here on the presumption that estimates reflect primarily unrecorded capital outflows. 
' Includes use of Fund credit under General Re�ource� Account. Trust Fund, structural adjustment facility and enhanced '>tructural 

adjustment facility. The impact of prospective programs is incorporated. Further details are given in Table A4-l. 
' Comprises short-term borrowing by monetary authorities from other monetary authorities. 
' Residually calculated. Except for discn.:pancies in coverage. amounts shown reflect net external borrowing from orficial and 

private creditors and short-term flows. 
' btimatcs of net disbursemcnb by official creditors (other than monetary authorities) aggregate directly reponed flow.., and tlow� 

dcnved from debt statistics reported in Tables A46-A4 7. Official net disbursemenb include the increase in official cla1m� caused 
by the tran�fer of officially guaranteed claim� to the guarantor agency in the creditor country, u!>uall) in the context of debt 
re,cheduling. 

' Estimates reported directly or based on cross border lending by banks derived from claims data consistent with the Fund\ 
International Banking Statistic�. adjusted for valuation changes attributed to exchange rate movement�. Net borrowing e�timatc� 
mclude the impact of debt reduction operations and other stock adjustments. Excludes six offshore banking centcrs 1 The Bahama�. 
Bahrain. Hong Kong. the Netherland� Antilles. Panama. and Singapore). 

160 



©International Monetary Fund. Not for Redistribution

Financing: b) Region 

Table A4l .  Developing Countries-by Region: Summary of External Financing, 1982-91 1 

(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 19S9 1990 1991 

Africa 

Deficit on goods. �ervices. and 
private transfers 25.1 16. 1 1 1 .3 5.5 15.4 10.2 1 6 . 1  I 5.0 15.2 14.3 

Non-debt-creating llows. net 5.5 4 . 1  5 . 3  6.2 7 . 1  6.8 7.0 7.3 7.7 8.0 
Asset transactions. net -0.5 -0.8 -0.7 -0.4 0. 1 -0.2 -0.1  -0.2 -0.2 

Net error� and omis�ion� - 1 . 2  - 1 .7 -0.9 - 1 . 2  -0.8 -0.6 - 1 . 1  -0.6 -0.4 -0.2 

Ul>e of reserve!. 3.9 0.5 -0.3 -2.2 1 . 3  - 1 . 2  0.6 -2.3 -2.5 -2.0 

Net external borrowing 17.3 14.0 7.9 3.0 7.8 5. 1  9.8 10.7 10.6 8.7 

Re�erve-rclated Jiabilit iel> 1.4 2.9 0.7 0.7 - 1 . 7  -1.6 0.6 0.8 -0.9 0.3 

Of which. 
Net credit from IMF 2.0 1 . 3  0.6 0. 1 -1.0 - 1 . 1  -0.3 0.1  -0.3 0.8 

Other net external borrowing 15.9 1 1 .  I 7.2 2.2 9.6 6.8 9.3 10.0 1 1 .4 8.5 

Memorandum 
Long-term borrowing lrom 

ofticial credito rs 1 1 .2 1 0 . 1  7.9 4.9 8.5 7.7 6.6 6.6 9.2 9.6 

Borrowing from commercial banks 5.6 2.2 1 .0 - 1 . 9  - 1 . 4  - 1 . 2  2.3 -0.6 1 .6 -2.5 
Ext:cptional financing 5.5 8.0 5.3 5.8 14.0 1 1 .5 12.4 12.4 1 1 .9 7.8 

Asia 

Deficit on goods. services. and 
private transfers 18.8 16.4 6.9 16.7 - 1 . 0  -17.2 -5.0 5.7 5.5 7.9 

Non-debt-creating flows, net 6.3 6.8 6.7 1 1 .2 9.8 16.2 1 1 .5 10.4 1 0 . 1  12.6 
Asset transactions. net 0.5 -3.8 -5.3 -8.0 -7.6 -6.3 -14.0 --6.2 -8.6 -8.5 
Net errors and omissions -8.8 -2.4 -2.4 2.3 -0.2 - 1 .4 -1.2 0.9 0.8 -0.2 

Use of reserves -5. 6 -9.3 -9.6 --6.5 -24.5 -42.6 -13.2 -10.0 -19.6 - 1 8 . 1  

Net external borrowing 26.3 25.0 17.5 17.8 2 1 .6 16.8 1 1 .9 10.6 22.7 22.2 

Reserve-related liabilities 2.3 2.4 0.2 -0.9 -0.8 -2.3 -2.S - 1 .4 -1.5 -0.4 

Of which. 
Net credit from IMF 2.3 2.5 0.3 - 1 .0 -0.9 -2.4 -2.4 - I .  I - 1 . 7  -0.4 

Other net external borrowing 24.0 22.6 17.2 18.7 22.4 19.2 14.7 12.0 24.2 22.6 

Memorandum 
Long-term borrowing from 

oflicial creditors 1 1 .7 10.0 10.3 3.7 4.7 3 . 1  9.0 8.2 9.0 9.8 

Borrowing from commercial banks 16.8 1 1 .7 6.0 7.5 2.5 1 . 6  2.7 -2.0 3.2 4.0 
Exceptional financing 1.6 1 . 0  2.2 2.3 1 . 9  2.3 2.0 2 . 1  2.2 1.9 

Europe 

Deficit on good�. l.erviccl., and 
private transfers 3.5 3.0 1 .0 1 . 2  2.0 -0.5 --6.3 -3.0 -2.7 -0.2 

Non-debt-creating llows. net 0.3 0.5 -0.6 0.7 0.7 1 . 0  0.6 1 . 5  I .-I 1 . 6  

Asset transactions. net -2.3 -1.4 - 1 .8 -0.8 -1.9 -I. I -2.4 - 1 .2 -3.-1 -0.!! 

Net errors and omissions 0. 1 -0.6 0.4 - 1 . 1  0.2 -3.4 -1.9 � ? .J, _  2 . 1  -0.-1 
Use of reserves 1 .0 - 1 .0 -0.9 0.2 - 1 . 2  0.4 -2.8 -5.8 -8.8 -3.6 

Net extemal borrowing 4.5 5.5 3.8 2.2 4.2 2.6 0.2  -0.8 6.0 2.9 

Reserve-related liabilitiel> 0.9 1 . 1  0.5 -0.6 -0.9 -1 .6 -1 . 3  -0.9 0.2 1.4 

Of which. 
Net credit from IMF 1 . 3  1 . 1  0.5 -0.6 -0.9 -1 .6 - 1 . 3  -I .  I 0.5 I.-I 

Other net external borrowing 3.5 4.4 3.4 2.8 5 . 1  4.2 1 . 6  0.1 5.7 1 . 5 

Memorandum 
Long-term borrowing from 

official creditors 2.7 6.7 3.3 4.0 4.0 1 . 7  -3.3 0 . 1  3.4 J.O 
Borrowing from commercial banks - I .  I -2.9 2. 1 0.7 2.3 0.6 -3.3 I .-I 1 . 0  -2.0 
Exceptional financing 7.9 8.2 6.8 5.0 7 .0 7 . 1  7.3 5.2 7.6 -1.2 
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Financing: by Region 

Table A41 (concluded). Developing Countries-by Region: Summary of External Financing, 198�91 1 
(In billions of U.S.  dollars) 

1982 1983 1984 1985 1986 1 987 1988 1 989 1990 1991 

Middle East 

Deficit on goods. services. and 
private transfers -4.1 21.0 16.3 8 . 1  2 1 . 9  7.3 1 1 .5 3.0 -10.5 -9.9 

Non-debt-creating flows. net 7.4 3.8 5.4 7.5 5.2 4.4 1.0 2.3 3.0 3.0 
Asset transactions. net -38.6 4.5 -3.8 2.5 -6.2 4.3 -4.1 -2.0 -3.3 
Net errors and omissions 1 .2 -4.3 -0.9 0.1  3.1 -1.4 -1.5 -0.4 -1.5 0.1 
Use of reserves 15.8 9.0 10.1  -6.7 14.0 -6.9 9.4 -0.7 -0.6 -4.5 

Net external borrowing 10.0 8.0 5.4 4.5 5.8 6.9 6.7 3.8 -8.2 -8.5 

Reserve-related liabilities -0.4 -0.4 -0.1 -0. 1 -0.1 
Of which. 

Net credit from IMF -0 . 1  -0.1 0.1 -0.1 
Other net external borrowing 10.4 8.5 5.5 4.5 5.9 6.9 6.8 3.8 -8.2 -8.5 

Memorandum 
Long-term borrowing from 

official creditors 5.3 5.2 5.4 3.0 3.9 4.0 -1.4 2.6 3.6 2.3 
Borrowing from commercial banks 4.9 6.3 -1.2 -1.8 0.2 1 . 7  1 . 3  1 . 5  2.6 0.5 
Exceptional financing 0.3 0.5 0.5 1 . 4  1 .8 3.5 3.5 4 . 1  4. 1 4.2 

Western Hemisphere 

Deficit on goods. services, and 
private transfers 4 1 . 1  10.0 1 . 9  3.7 18.0 12.2 12.6 10.5 1 1 .6 13.0 

Non-debt-creating flows. net 7.0 4 . 1  4.5 6.2 4.2 7.2 8.8 5.9 1 1 .4 1 1 .  I 
Asset transactions. net -8.0 -2.4 -3. 1  -5.3 -1.0 -2.7 -4.6 -6.7 -2.6 
Net errors and omissions -17.9 -8.6 -2.8 -1.4 0.5 0. 1 -0.8 -1.3 0.4 -0.1 
Use of reserves 20.0 -2.4 -9.7 - 1 . 6  6.8 -3.6 6.7 -1 .9 -8.9 -12.1  

Net external borrowing 40.0 19.4 12.9 5.7 7.5 1 1 .3 2.4 7.8 15.5 16.8 

Re�erve-related liabilities 5.5 3.0 3.6 2.4 1.5 0.2 -0.3 -0.8 0.9 3.1 
or which. 

Net credit from IMF 1 . 5  6. 1 3.4 1 . 5  0.1  -0.8 -0.9 -0.2 3.5 3.3 
Other net external borrowing 34.5 16.3 9.3 3.4 6.0 1 1 .0 2.8 8.6 14.6 13.7 

Memorandum 
Long-term borrowing from 

official creditors 6.0 9.0 10.8 6.7 8.0 10.6 6.9 8.4 12.0 20.5 
Borrowing from commercial banks 43.2 2 1 . 4  8.9 -6. 1 -4.0 -0.2 -10.3 -3.7 -8.9 -23.1 
Exceptional financing 9.5 22.5 23.3 17.5 23.0 26.3 17.4 17.4 3.5 4.7 

1 For definitions. see footnotes to Table A40. 
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Financing: by Analytical Criteria 

Table A42. Developing Countries--by Analytical Criteria: Summary of External Financing, 1982-91 1 
( ]n billions of U . S .  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

By predominant export 

Fuel 

Deficit on goods. services. and 
private transfers 9.7 1 1 .9 -2.4 -Q.2 29.8 1.7 18.8 4.6 -13.3 -12.5 

Non-debt-creating flows, net 4.8 -1.6 -0 . 1  2.4 1.6 4.5 -0.1 0.9 4.2 5.9 
Asset transactions. net � 1 . 8  3 . 1  -7.4 -3.0 -Q.4 1 . 8  -7.8 1 . 1  -9.3 -1.6 
Net errors and omissions - 1 3 . 1  - 1 1 . 6  -3.8 -1.4 -2.1  -3.5 -2.5 -2.7 -2.2 -0. 1 
Use of re�erves 35.2 5.4 4 . 1  -7.2 22.7 - 1 1 . 7  19.9 -2.5 -7.4 -14.2 

Net external borrowing 24.7 16.6 4.8 3.0 13.9 10.6 9.3 7.7 1 . 3  -2.5 

Reserve-related liabilities 2 . 1  0.6 1.0 1.9 0.2 0.9 3.1  1 . 6  I I 
or which. 

Net credit from IMF 0.2 1.7 1 . 3  0.8 1 .0 2.0 4.0 1.3 
Other net external borrowing 24.4 14.8 3.5 3 . 1  13.0 9.6 9.2 5.7 -2.7 -3.7 

Memorandum 
Long-tern1 borrowing from 

official creditors 7.2 6.9 5.4 7.6 6.9 8.4 7.8 9.5 12.4 1 1 .3 
Borrowing from commercial banks 38.5 15.4 -0.2 �.2 -2.7 1 . 4  - 1 . 2  0.8 �.5 -3.2 
Exceptional financing 4.9 8.9 2.2 2.8 10.3 5.8 6.6 8.3 9.2 5 . 1  

Non-fuel exports 

Deficit on goods. services, and 
private transfe rs 74.6 54.5 39.7 4 1 . 3  26.5 10.3 10.2 26.5 32.5 37.6 

Non-debt-creating flows. net 2 1 . 7  20.8 2 1 5  29.4 25.4 3 1 .0 29.0 26.4 29.5 30.4 
Asset transactions, net -7.0 -Q.9 -7.3 -9.0 -10.3 -7.5 -17.6 -10.5 -12.9 -10.5 
Net errors and omissions -13.3 -Q.O -2.8 0.1  4.8 -3.1 -3.9 4.4 3.7 -0.7 
Use of re�erves -0.1 -8.7 -14.5 -9.5 -26.4 �2.2 -19.2 -18. 1 -33.1 -26.1 

Net external borrowing 73.5 55.3 42.8 30.2 33.0 32.2 21.9 24.4 45.3 44.6 

Reserve-related liabilitie� 7.6 8.4 3.9 1 . 6  �.0 -5.5 �.9 -5.5 -2.8 3.3 
Of which. 

Net credit from IMF 6.7 9.3 3.5 -3.6 -Q.8 -5.0 �.4 -2.0 3.8 
Other net external borrowing 65.9 46.9 38.9 28.7 36.9 37.6 26.8 29.9 48.1 41 .3  

Memorandum 
Long-term borrowing from 

oflicial creditors 29.7 34.0 32.2 14.8 22.2 18.6 10.0 16.3 24.8 33.8 
Borrowing from commercial banks 30.9 23.3 16.9 2.7 2.3 1 . 3  -Q.2 �.2 3.9 -20.0 
Exceptional financing 19.8 3 1 . 3  36.0 29.2 37.3 44.8 35.9 33.0 20.1 17.7 

Manufactures 

Deficit on good�. services. and 
private transfers 25.0 14.0 1 . 8  1 3 . 1  1.0 -18.7 -20.6 -7.8 �. I 4.1 

Non-debt-creating flows. net 6.7 8.0 7.6 13.2 10.6 15.8 1 1 .7 9.3 10.5 12.9 
Asset transactions. net �.3 �.3 -Q.3 -7.6 -10.0 -5.9 -13.7 -8.5 -12.2 -10.3 
Net errors and omissions -3.7 -3.8 -1.6 -0.7 2.3 -3.5 -3.9 5.3 2.3 - 1 . 0  
Use of reserves -2.8 - 1 1 . 1  -16.1 -5.2 -22.4 �3.1 -16.9 -16.2 -28.0 -19.7 

Net external borrowing 29.1 25.1 1 8.2 13.4 20.5 17.9 2.1  2.4 23.3 22.1 

Reserve-related liabilities 4.4 3.4 2.6 --0.8 --0.5 -3.9 �.6 -2.9 -1.4 2.3 
Of which. 

Net credit from IMF 3.6 4.7 3.0 -1.0 -1.5 -5.1 -3.8 -3.4 - 1 . 2  2.3 
Other net external borrowing 24.7 2 1 . 7  15.6 14.2 20.9 21 .9 6.7 5.3 24.8 19.8 

Memorandum 
Long-term borrowing from 

official creditors 9.8 12.9 12.2 6.7 8.3 3.7 -3.1 2 . 1  6.9 1 1 .4 
Borrowing from commercial banks 17.5 1 1 .2 12.2 2.4 2.5 5.8 -4.1 -2.4 7.5 -14.2 
Exceptional financing 8.0 16.2 9.4 13.7 17.6 20.9 14.5 9.8 3.0 4.2 
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Table A42 (continued). Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-91 1 

(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Primary products 

Delicit on good�. services. anu 
pri vatc transfers 22.5 IlLS 1 7 . 1  14.5 16.2 20.8 19.5 19.6 22.6 22.1  

Non-debt-creating nowl>. net 5. 1 4.5 4.9 6.8 6.8 6.2 7.8 8.4 10.3 8.7 
Asset transactions. net -1.3 -!J. 7 -!J.5 -!J.I -!J.4 -!J.2 - 1 . 7  -3.5 -lJA 0. 1 
Net error::. and omission� -8.8 -2.3 -!J.2 -1.2 0.7 0.7 0.7 -!J.6 -0. 1  -0.2 
Use of reserve� 3.2 1 .3 0.2 -3.2 -0.9 2.2 -3.6 -0.4 -3.3 0.8 

Net external b(Jrrowing 24.3 15 .7  12.6 12.2 10.0 1 1 .9 16.3 15.6 16.0 12.7 

Re•erve-related I iabi I it ies 2. 1  3.2 1 . 1  1 . 6  - 1 .0 0.3 0.3 -3.0 -0.8 1 .2 
or which. 

Net credit from IMF 1 .2 3.4 0.6 1 . 1  -0.5 -0.3 -0.4 -1.0 -0.5 1 .2 
Other net external borrowing 22.3 1 2.5 1 1 .5 10.6 I 1 .0  1 1 .6 16.0 18.5 16.8 1 1 .5 

Memorandum 
Long-term borrowing from 

official creditor' 8.1  10.5 10.2 6. 1 8 . 1  9.5 8.6 8.6 10. 1  1 3. 1  
Bo1Towing from commercial banks 4.4 6.8 2.1  0.7 0.4 OA 0.6 -1.9 -3.1  -5.2 
Exceptional financing 9.3 1 2 . 1  2 1 .7 9.6 12 2 14.7 12.4 13.8 9.3 6. 1 

Agricultural products 

Deficit on good�. services. and 
private transfer' 15 .3  14.0 12.7 I I. I 1 1 .4 15.9 1 5 . 1  15 . 1  16.3 15.8 

Non-debt-creating nows. net 3.3 3.2 3.9 5.7 5.6 5.2 6.2 6.5 lU 6.7 
Asset tran�actions. net -0.8 -0.7 -0.7 -0.4 -0.4 -1 .3  -3.6 -0.4 0 . 1  
Net errors and omissions -7.7 - 1 . 1  -0.2 -0.5 -!J . I  -0.3 -0.4 -0.2 -0.3 

Use of reserve� 2 . 1  15 0.9 -2.6 -0.8 1 . 9  -2.8 1 . 2  -2. 1 1 .3 

Net external borrowmg 18.4 t i .O 8.8 8.9 7.1  9.0 13.4 1 12 10.4 7.9 

Rc$ervc-rclatcd liabilities 1 3  2.4 0.4 1.5 -0.9 0.2 0.7 -2.3 -0.3 0.7 
Of which, 

Net credit from IMF 0.8 2.4 0. 1 1.0 -0.6 -0.2 -0.2 -0.9 0.1  0.7 
Other net external borrowing 17.2 8.7 8.4 7.4 8 . 1  8.9 12.7 13.5 I 0 7 7.'2 

Memorandum 
Long-term borrowing from 

ofricial creditors 6.5 8.7 8. 1 5 . 1  6 . 1  7.3 6.7 6.6 7.4 8.0 
Borrowing from commercial banks 2.8 7.5 0. 3 1 . 1  1 . 8  2.6 1 . 8  -2.9 -3.7 
Exceptional financing 7.6 7.6 17.9 3 .7 7.6 9.8 7.2 8.8 -+.8 2.7 

Minerals 

Deficit on good�. service�. and 
private transfers 7.2 4.5 4.4 3.3 4.8 5.0 4.4 4.5 6.3 6.3 

Non-debt-creating nows. net 1 .7 1 .3  1.0 l . t  1 . 2  1 . 0  1.6 1.9 2.0 .!.0 
Asset transactions. net -0.5 0.2 0.3 -!J.2 -0.4 0.2 
Net ermrs and omis$ions -1.0 -1 .3 0.1 -0.6 0.9 1 .0 1 . 2  -0.4 -0 . 1  0. 1 
U!>e of re�erve!> 1 . 1  -0.2 -0.7 -0.7 -0. 1 0.3 -0.9 -1.6 - 1 . 2  -0.5 

Net external borrowing 5.9 4.7 3.8 3.2 2.9 2.9 2.9 4.3 5.6 4.7 

Reserve-related liabilities 0.8 0.9 0.7 0. 1 -0.1 0. 1  -0.5 -0.7 -0.5 0.5 
or which. 

Net credit from LMF OA 1 . 0  0.4 0. 1 0. 1 -0 . 1  -0.2 -0.2 -0.6 0.5 
Other net external borrowing 5 . 1  3.9 3 . 1  3.2 3.0 2.7 3.3 5.0 6. 1 4.2 

Memorandum 
Long-term borrowing from 

orricial creditors 1 . 6  1 . 8  2 . 1  1 .0 2.0 2 . 1  1 . 9  2.0 2.6 5. 1  
Borrowing from commercial banh 1 . 6  -0.7 1 .8  0.7 -0.7 -1 .4  -2.1 -3.7 -0.3 - 1 . 5  
Exceptional financing 1 . 7  4.5 3.9 5.8 4.6 4.8 5.2 5.0 4.6 .u 
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Table A42 (continued). Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-91 1 
( In  billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 
Services and private transfers 

Deficit on goods. �ervices. and 
private transfers 10.4 9.6 10.7 10.5 9.3 9.6 10.8 10.8 lO.I 8 . 1  

Non-debt-creating now�. net 4.5 4. 1 4.3 4.7 4.8 4.7 4.6 4.5 4.:1 4.3 
Asset transactions. net -0.6 -0.7 -0.9 0.5 -0.3 0. 1 -0.2 -0.� -0.3 
Net errors and omissions 0.3 1 . 3  1 . 2  2.4 1 . 6  -0.5 -0.1 1 . 1  0 2 

Use or reserve� - 1 .7 -0.6 1 . 5  - 1 . 0  0.6 0. 1 0.7 -2.9 

Net external borrowing 7.8 4.8 4.5 4.4 3.4 5 . 1  6. 1 6.5 4 . 2  6.8 

Re�erve-rclated liabilitie� 0.5 0.2 -0.2 -0.6 -0.5 -0.5 0.3 0.1  0. 1 
or which. 

Net credit from IMF 0.6 0.6 -0.2 -0.6 -0.6 -0.6 0.2 0. I 
Other net external borrowing 7.3 4.6 4.5 4.6 4.0 5.6 6.5 6.2 4.1  6.7 

Memorandum 
Long-term borrowing from 

official creditors 6.3 5.9 5.4 2.0 3.8 3.2 4.6 4.6 5.� 6.0 
Borrowing from commercial banb 1 . 2  1 . 5  0.8 0. 1 0.2 -0.2 -0.5 0.3 0.7 0.5 
Exceptional financing 0.8 1 . 8  1 . 8  2.7 3.4 5.0 6 . 1  5.4 3.5 4.0 

Diversified export base 

Deficit on goods. services. and 
pri vale transfers 16.8 12.3 1 0 . 1  3 . 2  0.1 - 1 .4 0.5 3.9 4.0 3.3 

Non-debt-creating flow�. net 5.4 4.2 4.7 4.8 3.2 4.3 4.9 4.2 4.3 4.5 
Asset transactions, net -0.8 -2.0 0.2 -0.4 -0.3 - 1 . 1  -2.2 1 . 7  
Net errors and omis�ion� - 1 . 2  - 1 . 2  -2.2 -0.4 0.2 -0.4 -0.3 -0.3 0.4 () 2 
Use or reserves 1 . 1  1 .7 -Q.I - 1 . 1  -2.0 - 1 .4 0.7 - 1 .7 -2.6 -4 3  

Net external borrowing 1 2 . 3  9.6 7.5 0.3 -0.9 -2.8 -2.6 1 .8 3 0 

Rc�erve-rclatcd liabilitie!> 0.6 1 .6 0.3 1 .0 -1 .9  -1.3 -0.1 0. 1 -0.7 -0.3 
Of which, 

Net credit from IMF 1 . 5  0.5 - 1 . 0  -0.8 -0.3 -0.1 -H.3 0.2 
Other net external borrowing 1 1 .6 8.0 7.2 -0.8 0.9 -1.4 -2.5 -0. 1 2.5 1.3 

Memorandum 
Long-term borrowing from 

official creditors 5.5 4.7 4.4 2.0 2.2 -0. 1 1 . 0  2.6 3.3 
Borrowing from commercial banh 7.7 3.7 1 . 9  -0.5 -0.7 -4.6 -2.1 -0.3 -1.2 -I I 
Exceptional financing 1 . 8  1 .2 3 . 1  3 .2 4.2 4.3 3.0 3.9 .. u 3.5 

By linancial criteria 

Market borrowers 

Deficit on good�. service�. and 
private transfe rs 49.5 1 3 . 1  1 . 3  -4.6 7.9 -10.5 -9.9 -2.4 3.2 3.7 

Non-debt-creating flow�. net 9.5 5 . 3  6.3 8.6 4.9 10.4 1 1 .8 7.9 14.2 14.3 
Asset transactions. net -9.0 -6.3 -6.9 - 1 1 .4 -8.8 -8. 1 -14.8 -4.2 - 1 3 . 1  -lJ. 3  
Net erro rs and omission� -18.7 -9.4 -5.4 -2. 1  1 . 2  1.0 -0.4 -0.5 -0 1 -0.4 
Use of re�crves 2 1 .2 -4.0 - 1 3 . 1  -6.8 6.6 -9.6 -1 .7  -9.6 -16.3 -17 3 
Net external borrowing 46.4 27.6 20.4 7 . 1  3.9 -4.1 -4.8 4.0 I 8.4 16.4 

Reserve-related liabilitie!> 4.7 4.1 3.8 2.7 0.6 -2.4 -0.9 0.7 0.6 2 4 
or which, 

Net credit from IMF 2.0 6.1 3.8 1 . 3  -0.3 -2.5 - 1 . 3  0.5 3.7 3 I 
Other net external borrowing 4 1 . 8  23.5 16.6 4.4 3.3 - 1 . 7  -3.9 3.4 17.7 14 I 

Memorandum 
Long-term borrowing from 

oflici<tl creditors 7.8 8.6 9.0 3.3 4.2 6.6 3 . 1  6.5 10.5 16. 1 
Borrowing rrom commercial banks 55.0 27.6 14.2 -3.0 -5.1 -10.7 -13.5 -4.9 -9.9 -25.5 
Exceptional financing 9.0 19.3 2 1 .8 16.7 20.0 23.7 13.7 14.7 2.9 4.9 
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Table A42 (continued). Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-9 1 1 

(In billions of U . S .  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Diversified borrowers 

Dericit on goods. services. and 
private transfers 44.7 38.0 23.1  35.4 38.7 2 3 . 1  25.2 23.3 23. 3 25.7 

Non-debt-creating flows. net 7.8 9.9 8.6 14.8 14.3 13. 9 13.2 16.8 14.6 14.7 
Asset transactions. net -3.2 - 1 . 2  - 1 . 8  -2.5 - 1 . 1  -1.0 -3.7 - 1 . 2  -2.2 -1.7 
Net errors and omissions -8.7 -1 .4 - 1 . 1  1.2 -0.1 -3.5 -1 .7  3.6 2.8 -0.5 

Use of reserves 16.8 -D.6 - 1 . 8  2.9 2 . 1  -5.2 -4.2 - 1 1 .3 -17.6 -15.7 

Net external borrowing 3 1 .9 3 1 .2 19.2 19. 1  23.5 18.8 2 1 . 5  15.4 25 7 28.9 

Reserve-related liabilities 3.1  4.3 0.9 -D.9 -1.4 -2.0 -2.6 -3.0 -1 .6 0.7 
or which. 

Net credit from IMF 3.1  3.3 0.6 -1 .0 -1 .0 -2.3 -2.9 -2.7 -1 .8  0.7 

Other net external borrowing 28.9 26.9 18.3 20.0 24.9 20.7 24.1 18.4 27.4 28.2 

Memorandum 
Long-term borrowing from 

official creditors 14.2 18.7 16.0 1 1 .8 1 3. 1 1 2 . 1  3.7 7.4 10.5 1 5 . 1  
Borrowing from commercial banks 8.8 7.6 4.0 4.9 5.0 7 . 1  9.0 5.3 9.0 4.2 
Exceptional financing. 4.5 10 . 8 6.6 5.8 14.2 12.3 14.3 1 3.7 10.5 7.4 

Official borrowers 

Deficit on goods. services, and 
private transfers 23.6 18.2 19.6 20.1 20.1 20.3 23.7 26.1 21 .8  22.5 

Non-debt-creating. flows. net 7 . 1  6.8 7.5 8.2 9.3 9.4 9.7 10.3 1 0 . 1  10.4 
Asset transactions. net -D.8 -1 .5  -{).6 0.2 -D.5 -0.1 -{).3 -2.9 -{).3 
Net errors and omissions -D.3 1 . 1  0.9 -D.I - 1 . 9  -2.6 0.2 0.6 0.3 
Use of reserves -0.8 -1.4 -0.3 0.4 - 1 . 6  -2.4 - 1 . 2  -D. 7 -3.9 -D.6 

Net external borrowing 1 8 . 1  1 3 . 1  12.7 1 1 .2 12.3 15.7 18.0 16.7 18.0 12.8 

Reserve-related liabilities 2.0 0.7 0.2 -D.2 -1.3 -1.0 -0.5 -D.2 1 . 3  

O f  which. 
Net credit from IMF 1 . 8  1 . 6  0 3  -0.3 - 1 . 4  - 1 . 0  -D.7 -0.2 0.1 1 . 3  

Other net external borrowing 16.1  12.4 12.5 1 1 .3 13.6 16.6 18.5 16.7 18.1  1 1 .5 

Memorandum 
Long-term borrowing from 

official creditors 13 .6 14.8 12.7 8.5 1 2 . 1  9.3 10.7 1 1 .4 15.9 1H 

Borrowing from commercial banks 2.4 -0.4 2.9 - 1 .5 -2.5 -0.8 -3.1 -0.1 1 . 5  -1.9 
Exceptional financing 1 1 .2 10.1  9.8 9.4 13.4 14.6 14.6 12.9 15.9 10.5 

Countries with recent debt-
servicing difficulties 

Deficit on goods. services. and 
private tran!>fers 88.8 37.9 2 1 . 0  17.7 4 1 . 6  24.4 27.0 26.5 28.0 30.4 

Non-debt-creating flows. net 13. 9 10.1  1 1 .6 13. 1  1 2 . 1  15. 3 17.0 13.9 19.8 20.1 
Asset transactions. net -12.1  -1 .8 -4.4 -6.1 -{).4 -4.2 -5 .5 - 1 . 8  -10.0 -3.2 

Net errors and omissions -18.0 -10.7 -2.2 -{).7 1 . 9  -3.6 -3. 1  1 . 7  3.8 0.3 

Use of reserves 4 1 . 5  0.9 -13.6 - I .  I 8.0 -6.4 5.3 -7.2 -18.3 -14.8 

Net external borrowing 63.5 39.3 29.6 12.6 20.0 23.4 13.3 19.9 32.7 28.1 

Reserve-related liabilities 6.9 5.8 4.4 2.7 -0.8 -2.0 -1.2 - 1 . 3  0.8 .u 
Of which. 

Net credit from IMF 4.0 7.9 3.9 1 .4 -1.4 -2.6 -2.2 -1.3 3.9 4.9 
Other net external borrowing 56.6 33.5 25.2 9.9 20.8 25.4 14.5 21.2  32.0 23.8 

Memorandum 
Long-term borrowing from 

official creditors 22.2 3 1 .3 25.2 16.9 19.9 2 1 . 7  14.4 20.7 27.1 33.5 
Borrowing from commercial banks 49.9 2 1 . 5  13.0 -9.4 -5.7 -3.8 -15.3 -2.4 -7.4 -29.0 
Exceptional financing 23.4 38.9 37.1  3 1 . 2  47.3 50.4 42.2 40.1 27.9 2 1 .5 
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Table A42 (continued) . Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-9 1 1 
(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 19!!9 1990 1991 

Countries without debt· 
sen•icing difficulties 

Deficit on good�. services. and 
private transfers 29.0 31.4 22.9 33.2 25.1  8.5 12.0 20.5 20.2 2 1 . 5  

Non-debt-creating tlows. net 10.5 1 1 .9 10.8 18.5 16.5 18.5 1 7 . 7  2 1 . 1  19.0 19.5 

Asset transactions. net -0.8 -5.7 -5.9 -8.3 -9.3 -5.4 - 1 3 . 1  -4.0 -8.2 -8.2 

Net errors and omissions -9.4 -0.4 -3.2 0.7 -0.9 -0.7 - 1 . 6  1 . 6  -0.4 -1 .0 

Use or reserve� -4.2 -6.9 - 1 . 5  -2.4 -0.9 -10.9 -12.5 -14.4 -19.5 -18.9 

Net external borrowing 32.9 32.5 22.6 24.7 19.8 6.9 2 1 . 4  16.2 29.3 30.1 

Reserve-related I iabi I it ie� 2.8 3.:.! 0.5 - 1 . 1  -1 .3  -3.3 -2.8 - 1 .0 - 1 . 9  0.:.! 

or which. 
Net credit from IMF 2.9 3. 1 0.9 - 1 . 4  - 1 . 3  -3.3 -2.8 - I .  I -1.9 0.2 

Other net external borrowing 30.1 29.3 22.1  25.7 2 1 . 1  10.3 24.2 17.2 3 1 .3 29.9 

Memorandum 
Long-term borrowing from 

official creditors 13.4 10.8 12.5 6.6 9.5 6A 3.0 4.6 9.8 1 1 .5 

Borrowing from commercial banks 16.4 13.4 8.0 9.8 3.2 -0.7 7.8 2.8 8.0 5.8 

Exceptional financing 1 .3 1 .3 1.0 0.7 0.3 0.3 0.4 1 . 2  1.4 1 . 3  

Miscellaneous groups 

Sub-Saharan Africa 

Deficit on goods. service�. and 
private transfers 1 1 .5 9 . 1  6.5 7 . 1  10. 1 1 1 .4 13 4 13.4 14.3 13.8 

Non-debt-creating llows. net 3.8 3.7 4.0 4.3 5.2 5.4 6.0 6.4 6.2 6.5 

Asset transactions. net -0.2 -0.4 -0.5 -0.2 0.2 0.2 -0.2 0.1 

Net errors and omissions -0.8 -I .  I -0.6 -0.4 -0.5 -0.3 -0.1 -0.1 -0.2 

Use of reserves 0.4 -0.3 -0.2 -0.4 -0.7 0. 1 -0.5 -0.8 0.6 

Net external borrowing 8.4 7 . 1  3 . 9  3.8 5.9 5.9 8.2 7.9 8.4 6.8 

Reserve-related liabilitie� 1 . 1  1 .6 0.3 -0.6 -0.5 -0.4 -0.3 0.5 

or which. 
Net credit from IMF 0.7 1 . 3  0.5 -0.4 -0.5 -0.2 -0.4 -0.2 0.5 

Other net external borrowing 7.3 5.5 3.6 3.7 6.5 6.4 8 . 1  8.3 8.6 6.2 

Memorandum 
Long-term borrowing from 

ofticial creditor!> 5.4 5.3 5 . 1  3.5 6.0 5.3 5 . 1  4.8 7.3 6 . 1  

Borrowing from commercial banks 1 .3 -0.1 -0.1 -0.5 -0 . 1  0.7 0.6 1 . 1  0.5 

Exceptional financing 2.2 2.7 3 . 1  3.9 -1.3 5.6 6.6 7.1  6.5 .u. 
Net debtor ruel exporters 

Deficit on goods. services. and 
private transfers 40.9 10.3 -2.8 0.4 23.9 4.6 18.6 9.4 6.4 7.5 

Non-debt-creating !lows. n..:t 2.8 1 . 5  1 .0 2.9 4.2 6.5 3.7 3.8 6.6 8.3 

Asset transactions. net -5.5 -0.6 -3.0 -5.5 0.7 -2.8 -3.8 2.6 -7.3 -2.-1 

Net error� and ombsions -14.5 -5.5 -3.0 0.3 -3.7 - 1 . 5  -0.9 -0.8 -0.4 -0.1 

Use of reserves 36.0 -0.8 -4.6 - 1 . 0  9.4 -6.9 12.2 -3.2 ...Q.S -10.8 

Net external borrowing 22. 1 15.7 6.8 3.7 13.4 9.3 7.3 6.9 14.0 12.6 

Re�erve-related liabilitie� 2.2 0.6 1 . 0  1 . 9  0.2 0.9 3 . 1  1.6 1 . 1  

or which. 
Net credit from IMF 0.2 1.7 1 . 3  0.8 1 . 0  2.0 4.0 1 . 3  

Other net external borrowing 20.0 1 5 . 1  5.8 3.6 1 1 .5 9 . 1  6.4 3.8 1 2  3 1 1 .5 

Memorandum 
Long-terrn borrowing from 

official creditorl> 6.0 8.2 5.5 8.2 6.7 8.6 7.5 8.9 12.0 J I .  I 
Borrowing from commercial banh 35.2 1 1 .2 3.4 -2.6 -I .  I -3.3 -0.1 -6.0 -4 . 1  

Exceptional tinancing 4.9 8.9 2.2 2.8 10.3 5.8 6.6 8.3 9.2 5 . 1  
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Table A42 (concluded). Developing Countries-by Analytical Criteria: Summary of External Financing, 1982--91 1 
(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Four newly industrializing 
Asian ec'onomies 

Deficit on goods, services, and 
private transfers 2.8 -1.6 -6.6 -10.2 -23.3 -30.5 -27.9 -21 .4 -13 .2  - 1 1 .9 

Non-debt-creating flows. net 1 .3  1 .3  1 . 2  3 .  I 1 .7  6.6 0.2 -2.8 -0.7 1 .2 
Asset transactions. net 0.4 -1.4 -5.1 -6.5 -7.2 -5.6 -10.6 -8.0 -8.4 -8.3 

Net errors and omissions -1.6 -2. 1  -1 .0  0.3 0.9 0.8 -0.7 0.6 -0.1 -0.2 
u�c of reserve� -2.4 -4.2 -5.8 -9.6 -24.4 -35.3 -10.5 -6.4 -6.0 -6.1 

Net external borrowing 5.2 4.8 4.0 2.5 5.7 3.0 -6.3 -4.9 2.0 1 .5 

Reserve-related liabilities 0. I 0.2 0.3 -0.2 -0.1 -1.2 -0.5 
Of which. 

Net credit from IMF 0. I 0.2 0.3 -0.2 -0. 1 -1.2 -0.5 
Other net external borrowing 5. I 4.6 3.7 2.7 5.9 4.2 -5.8 -4.9 2.0 1 .5  

Memorandum 
Long-tern1 borrowing from 

official creditors 2. 1 0.5 0.2 -0.6 -0.8 -3.1 -0.9 -0.4 -0.2 -0.4 
Borrowing from commercial banks 7.9 2.3 2.9 2.0 0.4 -2.3 -5.2 -6.5 -2.0 -2. 1  
ExceptiOnal financing 

Small low-income economies 

Deficit on good�. services. and 
private transfers 14.2 10.7 I 1 .7  12.3 1 3 . 1  15.0 17.7 18.4 ll.U 17.9 

Non-uebt-creating flows. net 4.9 4.4 5.0 5.3 6.3 6.9 7.5 7.7 7.3 7.6 
Asset transactions, net -0.1 -0.2 -0.2 -0.1 -0.1 -0.1 -0.1 
Net errors and omissions -0.2 -0.5 0.1 -0.2 -0.3 0.3 0.3 0.3 
Use of reserves 0.1 -1.3 0.4 0.6 -0.2 0.3 0. 1 -0.7 0.1 1 .9  
Net external borrowing 9.5 8.2 6.3 6.7 7.5 7.8 10.0 1 1 .3 10.6 8.4 

Reserve-related liabilitie� 1 .4  1.4 0.2 0.1 -0.8 -0.5 -0.2 -0.5 -0.3 0.8 
Of which. 

Net credit from IMF 1 .0 1 .2 0.2 -0.2 -0.9 -0.6 -0.3 -0.2 0.8 
Other net external borrowing !i . l  6.9 6. 1  6.5 8.3 8.3 10.1 1 1 .8 10.9 7.7 

Memorandum 
Long-term borrowing from 

official creuitors 7.8 7.9 7.8 3.4 6.5 4.2 7.1 7.8 9.0 7.8 
Borrowing from commercial banks 0.9 0.2 0.7 0.2 -0.7 0.2 0.5 0.2 1 . 1  0.1 
Exceptional financing 2 3  2.7 3.2 3.7 4.3 4.4 4.6 5.5 4.9 3.1 

Fifteen heavily indebted countries 

Deficit on goods. services. and 
private transfe� 50.8 15.5 1.3 0.5 18.2 9.5 10.4 9.0 1 1 .4 13 7 

Non-debt-creating flows, net 7.2 4.1 4.0 6.1 4.2 6.8 8.7 6.4 1 1 .7 1 1 .7 
A�set transactions. net -9.5 -2.2 -2.9 -5.4 -2.2 -3.3 -5.3 -1 . 1  -6.7 -2.-1 
Net errors and omissions -16.9 -9.4 -2.5 -1 .2  2.0 -1 .3 0.5 1 .8  2.6 0.1 
Use of reserves 23.5 -0.9 - 1 1 .0 -2.7 5.3 -2.5 5.4 -5.8 -14.8 -13.9 

Net external borrowing 46.5 23.9 13.7 3.8 9.0 9.7 1 .2  7.7 18.5 18.3 

Reserve-related liabilities 5.9 3.6 2.9 1 .7  1 .0 -0.7 -1.5 -1.3 1.0 3.1  
Of which. 

Net credit from IMF 2.2 6.3 3.3 1 .6  -0.2 -1 .3  -I .4 -O.S 3.5 3.3 
Other net external borrowing 40.6 20.3 10.7 2. 1 7.9 10.4 2.7 9.0 17.4 IS I 

Memorandum 
Long-term borrowing from 

official creditors 8.4 16.5 12.7 9.3 10.0 13.4 7.9 9.8 13.9 23.2 
Borrowing from commercial banks 46.7 19. I 7.6 -7.9 -4.4 -2.3 - 1 1 .2 -3.5 -10.4 -27.6 
Exceptional financing 12.7 28.9 28.0 22.7 33. I 34.2 25.4 24.6 12.9 10.8 

1 For definitions. see footnotes to Table A40. 
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Financing: Re�crvcJ. 

Table A43. Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and Services, 1982-91 1 
(Values in billions of U.S. dollars; ratios in percent) 

1982 1983 1984 1985 1986 1987 I98!l 1989 1990 1991 

Official reserve holdings 

Developing countries 158.8 160.1 170.9 188.8 197.3 254.1 250.1 274.4 31�.9 355.2 

By region 

Africa 8.7 7.9 7.2 9.7 9.2 10.9 10.6 12.6 1 5 . 1  1 7 . 1  
Asia 49.1 58.6 67.4 74.4 99.5 1 4 1 . 6  1 5 1 . 1  16·+.5 184.1 202.2 
Europe 6. 1 7.2 8.3 8.4 9.7 10.0 1 2 . 1  17.7 26.5 30.1 
Middle East 66.7 57.1  47.2 54.5 45.3 53.2 44.6 45.0 45.6 50.1 
Western Hemisphere 28.2 29.3 40.8 4 1 . 7  33.6 38.4 3 1 . 8  34.7 43.6 55.7 

By predominant export 

Fuel 74.8 69.4 66.5 73.5 57.3 7 1 . 2  52.6 53.3 60.7 74.9 
Non-fuel exports 84.0 90.7 104.4 1 15.3 140.0 182.9 197.5 22 1 . 1  254.2 280.4 

Manufactures 5 1 . 0  60.2 76.8 82.3 103.2 144.6 157.1 177.8 205.8 225.5 
Primary products 15.2 12.5 13.3 16.8 17.7 1 7 . 1  19.7 20.4 23.7 22.9 

Agricultural products 10.8 7.8 7.9 10.4 1 1 .4 10.6 12.6 1 1 .7 13.8 12.5 
Minerals 4.4 4.7 5.4 6.4 6.3 6.5 7 . 1  8.7 9.8 10...1 

Services and private 
transfers 9.8 9.9 7.2 7.7 8 . 1  8.6 8.6 9.5 8.8 1 1 .7 

Diversilied export base 8.0 8. 1 7 . 1  8.6 1 I .  I 12.6 1 2 . 1  13.4 15.9 20.3 

By financial criteria 

Net creditor countries 6 1 . 1  58.1 53.4 66.2 8 1 . 8  1 1 7.2 107.9 108.4 I l l . 1 1 1 7.8 
Net debtor countries 97.7 102.0 1 17.5 122.5 1 15.5 136.9 142.2 166.0 203 8 237.5 

Market borrowc� 4 1 . 6  44.7 56.9 63.5 56.4 64.8 66.8 77.6 93.9 1 1 1 . 1  
Diversified borrower:. 47.2 46.9 50.9 48.8 47.5 57.5 60. 1 7 1 . 6  89.2 105.0 
Official borrowers 8.9 10.3 9.8 10.3 1 1 .6 14.7 15.4 16.8 20.7 2 1 . 4  

Countries with recent debt-
servicing difficulties 36.0 36.6 50.3 5 1 .0 42.0 49.2 43.7 52.6 70.9 85.7 

Countries without debt-
servicing difficulties 6 1 . 7  65.3 67.3 7 1 .5 73.5 87.8 98.6 1 1 3.4 132.9 1 5 1 . 8  

Miscellaneous groups 

Sub-Saharan Africa 2.8 3.0 3 . 1  4 . 1  5 . 1  5.9 6.3 7 . 1  7 . 1  6.5 
Twelve major oil exportcrJ. 70.1 62.3 56.9 66.3 50.2 57.9 46.4 47.3 52.9 63.-1 
Net debtor fuel exporters 22.4 23.3 28.9 30.0 22.0 3 1 . 2  19.3 22.3 28.7 39.5 
Four newly industriali7.ing. 

Asian economies 20.0 23.6 29.0 38.5 62.8 96.0 104.0 1 1 3.7 1 19.6 125.8 
Small low-income economics 4.0 5.4 4.6 4.9 5.4 5.4 5.6 5.8 5.7 3.8 
Fifteen heavily indebted 

countries 26.3 27.5 39.6 40.9 34.4 38.7 33.5 .39.4 54 2 68.1 
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Financing: Reserves 

Table A43 (concluded). 
Services, 1982-91 1 

Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and 

(Values in billions of U.S. dollars: ratio� in percent) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 11)91 
Ratios of reserves to imports of 

goods and services2 

Developing countries 20.3 21.9 23.2 26.8 28.1 32.7 27.9 27.5 29.0 29.6 

By region 

Africa 8.2 8.4 7.9 1 1 .5 10.5 1 1 .8 10.6 12.0 1 3 . 1  1-LO 
Asi:1 20.9 24.1 25.9 27.8 36.1 42.3 36.0 33.7 34.1 33.8 
Europe 9.2 1 1 .  I 12.4 12.4 13.4 1 3 . 1  1 5 . 1  20.2 27.9 2lU 
Middle East 3 1 .5 28.7 25.8 35.1  33.4 38.7 3 1 . 3  29.3 28.5 28.1 
Wc�tern Hemisphere 17.2 22.6 30.3 31 .9 25.7 28.3 20.8 2 1 .2 24.7 28.6 

By predominant export 

Fuel 25.3 27.1 27.8 34.7 30.5 38.8 26.3 24.5 26.1 28.6 
Non-fuel expons 17.2 1 9 . 1  2 1 .0 23.4 17.2 30.8 28.4 28.3 29.8 29.9 

Manufactures 18.0 2 1 . 5  25.6 26.4 3 1 . 3  37.1 33.4 32.9 34.6 J.u 
Primary products 20.0 17.9 18.7 24.7 24.2 2 1 . 1  22.5 22.0 23.9 2 1 .9 

Agricultural products 20.6 15.8 15.6 2 1 . 2  2 1 . 8  18.4 20.4 1 8 . 1  20.0 1 7 . 2  
Miner:tls 18.7 22.8 26.4 33.4 30. 1 27.7 27.7 31 .3  33.2 32.8 

Services and private 
transfers 18.7 19.4 13.8 1 5 . 1  16.2 16.5 15. 1  16.2 14. 1 18.0 

Diversified expon base 10.6 1 1 .0 9.8 13.7 18.0 17.8 15.0 15. 1  16.2  18.7 

By financial criteria 

Net creditor countries 38.2 36.1 35.9 54.8 74.6 96.0 77.8 70.5 67.0 6 1 . 8  
Net debtor countries 15.7 17.9 20.0 21.0 19.5 20.9 18.8 19.7 22.1 23.6 

Market borrowers 13.9 16.7 20.3 23.9 20.5 20.7 17.9 18.0 19.6 2 1 . 1  
L)i vcrsi ried borrowers 19.9 21 .5  23.1 20.9 20.8 23.3 2 1 .7 23.6 26.9 28.9 
Official borrowers 10.3 12.3 1 1 .2 12.0 13.0 15.4 14.6 15.5 18.6 18.0 

Countries with recent debt-
�ervicing difficulties 10.8 13.3 18.2 19.2 1 5 . 7  17.8 14.2 16.0 20.2 22.5 

Countries without debt-
$Crvicing difficullics 2 1 .3 22.3 2 1 .7 22.5 22.6 23.2 2 1 . 9  22.0 23.3 24.2 

Miscellaneous groups 

Sub-Saharan Africa2 7.5 8.8 9.3 12.4 13.7 14.4 1-1.5 15.7 1-1.8 13.0 
Twelve major oil exporters 28.2 28.3 28.6 38.7 33.6 39.8 30. 1 28.7 30. 1 3 1 . 3  
Net debtor fuel cxponers 14.1  19.5 24.4 25.7 20.4 29.9 16.0 17 . 1  20.6 26. 1 
Four newly indu�trializing 

Asian economies 17.6 20.4 22.7 30.9 45.7 5 3 . 1  44.8 40.9 38.5 36.9 
Small low-income economics 10.0 14.4 1 1 .8 12.5 12.8 1 1 . 8 1 1 .0 10.9 10.3 6.6 
Fifteen heavily indebted 

countries 13.5 17.7 25.4 27.0 22.6 24.6 18.9 20.4 25.0 28.3 

' For this table. official holdings of gold arc valued at SDR 35 an ounce. This convention results in a significant undcreMimate 
of the reserves of those groups of countries that have substantial holdings of gold. 

2 Ratio of year-end reserves to imports of goods and services in the year indicated. 
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Financmg: Fund Credit 

Table A44. Developing Countries: Net Credit from IMF, 1982-91 1 

( In billionl> of U .S. dollar�) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 6.9 11 .0 4.7 -2.7 -5.9 -5.0 -2.-t 2.0 5 . 1  

By region 

Africa 2.0 1 .3  0.6 0. 1 -1 .0  -1 . 1  -0.3 0. 1 -0.3 0.8 
Asia 2.3 2.5 0.3 -1.0 -0.9 -2.4 -2.4 - I .  I -1 .7  -0.4 
Europe 1 .3  1 . 1  0.5 -0.6 -0.9 -1.6 -1.3 - 1 . 1  0.5 1.4 
Middle East -0.1  -0.1 0.1  -0.1 
We�tem Hemisphere 1 .5  6 . 1  3.4 1 .5  0. 1 -0.8 -0.9 -0.2 3.5 3.3 

By predominant export 

Fuel 0.2 1 .7 1 .3  0.8 1 .0 2.0 4.0 1 .3  
Non-fuel exports 6.7 9.3 3.5 -3.6 -6.8 -5.0 --4.4 -2.0 3.8 

Manufacture� 3.6 4.7 3.0 -1.0 - 1 .5  -5.1 -3.8 -3.4 - 1 .2 2.3 
Primary products 1 .2  3.4 0.6 l . l  -0.5 -0.3 -0.4 - 1 .0 -0.5 1 . 2  

Agricultural product� 0.8 2.4 0. 1 1 .0 -0.6 -0.2 -0.2 -0.9 0. 1 0.7 
Miner"dl� 0.4 1 .0 0.4 0.1  0. 1  -0.1  -0.2 -0.2 -0.6 0.5 

Service� and private 
transfers 0.6 0.6 -0.2 --0.6 -0.6 -0.6 0.2 0 . 1  

Diversified export base 1 .5 0.5 - 1 .0 -0.8 -0.3 -0.1  -0.3 0.2 

By financial criteria 

Net creditor countries 
Net debtor countries 6.9 1 1 .0 4.7 -2.7 -5.9 -5.0 -2.4 2.0 5 . 1  

Market borrowers 2.0 6.1 3.8 1 .3 -0.3 -2.5 - 1 . 3  0.5 3.7 3 . 1  
Diversified borrowe rs 3 . 1  3.3 0.6 - 1 .0  - 1 .0  -2.3 -2.9 -2.7 -1 .8  0.7 
Oflicial borrowers 1 .8  1 .6  0.3 -0.3 -1.4 -1.0 -0.7 -0.2 0. 1 1 .3  

Countries with recent debt-
servicing difficulties -LO 7.9 3.9 l A  -1 .4  -2.6 -2.2 -1 .3  3.9 4.9 

Countries without debt-
servicing difficulties 2.9 3. 1  0.9 -1 .4  - 1 .3  -3.3 -2.8 - 1 . 1  - 1 . 9  0.2 

Miscellaneous groups 

Sub-Saharan Africa 0.7 1 .3 0.5 -0.4 -0.5 -0.2 -0.4 -0.2 0.5 
Twelve major oil exporters 0.5 -0.4 0.6 -0.1 1 .6  2.9 0.8 
Net debtor fuel exporter� 0.2 1 .7 1 .3  0.8 1 .0  2.0 4.0 1 .3  
Four newly industrializ.ing 

Asian economies 0. 1 0.2 0.3 -0.2 -0.1 - 1 .2 -0.5 
Small low-income economic� 1.0 1 . 2  0.2 -0.2 -0.9 -0.6 -0.3 -0.2 0.8 
Fifteen heavily indebted 

countries 2.2 6.3 3.3 1.6 -0.2 - 1 .3 - 1 .4 -0.8 3.5 3.3 
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Financing: Fund Credit 

Table A44 (co11cluded). Developing Countries: Net Credit from IMF, 1982-91 1 
( In billions of U.S.  dollars) 

Memorandum 

Developing countries 

Net credit provided under: 

General Resources Account 
Tru�t Fund 
SAF 
ESAF 

Disbur. emems outstanding 
at year-end under: 

General Resources Account 
Trust Fund 
SAF 
ESAF 

1982 

6.9 

2 1 .  I 
3.3 

1983 

1 1 . 1  

30.9 
3 . 1  

1984 

4.9 
-0.2 

33.6 
2.7 

1985 

0.3 
-0.3 

38.0 
2.7 

1986 

-2.2 
-0.6 

0.1  

40.0 
2.4 
0. 1  

1987 

-5.7 
-0.7 

0.5 

40.3 
2.0 
0.7 

1988 

-4.9 
-0.7 

0.4 
0.1 

33.3 
1 . 2  
1 . 1  
0.1  

1989 

-3. 1 
-{).5 

0.9 
0.3 

29.3 
0.6 
2.0 
0.5 

1990 

1 . 3  
-0.4 

0.3 

0.7 

3 1 . 2  
0.3 
2.3 
1 . 1  

1991 

3.7 
-0.1 

0. 1 
1 .4 

35.1 
0.2 
2.5 
2.5 

1 Includes net disbursements from programs under the General Resource:, Account. Trust Fund. structural adjustment facility 
<SAF) and enhanced structural adjustment facility (ESAF). Projected net disbursements incorporate the impact of prospective 
program�. The data are on a transaction:, flow basis. with conversion� 10 U.S. dollar value.<, at annual average exchange rate�. 
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Debt: Summary 

Table A4S. Developing Countries: External Debt and Debt Service, 1982-91 1 

On percent of exports of goods and service�. except where otherwise noted) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

External debe 

Developing countries 120.8 135.4 134.9 151.6 173.2 162.3 144.5 129.5 123.6 116.9 
(in billions of U .S. dollars} 839.2 889.4 9 3 1 . 8  1 .004.6 1 .098.6 1 .220.3 1 .234.8 1 .237.0 1 .302.6 1 .353.8 

By region 

Africa 154.1  169.3 172.2 194.7 246.9 253 . 1  251.3 240.5 233.3 :1.26.0 
Asia 89.4 94.4 90.2 102.8 105.4 9 1 . 7  79.8 69.2 67.0 65.4 
Europe 143.8 146.5 140.2 159.6 172.3 177.3 153.7 146.7 1-16.9 1 4 1 . 1  
Middle East 50.8 67.0 74.7 89.0 122.4 1 1 7.2 1 19 . 1  106.0 100.3 95.0 
We�tern Hemisphere 269.9 290.4 273.7 293.0 347.9 345.7 298.7 272.2 254.7 D l . 5  

By financial criteria 

Net creditor countries 27.0 3 1 .9 30.6 34.2 42.5 4 1 .6 39.2 32.2 28.2 25.8 
Net debtor countries 160.0 173.0 168.0 185.3 206.8 193.2 169.0 152.5 1-16.9 139.4 

Market borrowers 166.7 170.8 162.2 172.1  1 8 1 . 3  157.9 128.0 1 1 1 . 8  103.6 93.8 
Diversified borrowers 1 1 6.4 139.0 137.9 157.3 193.1 1 89.6 178.2 161 .8 158.6 155.6 
Oflicial borrowers 283.9 293.0 299.4 350.5 367.8 387.4 362.3 367.0 369.3 363.1 

Countries with recent debt-
servicing difficulties 2 2 1 . 8  243.3 236.8 257. 1 306.2 303.0 271.6 251.6 245.-1 230.9 

Countries without debt-
servicing difficulties 100.0 108.1  106.1 122.2 1 3 1 .6 1 1 8.4 103.9 92.3 89.5 87.3 

Debt senice paymenl�·· 

Developing countries 19.6 18.3 19.7 21 .1  22.3 20.2 19.4 16.0 15.9 16.4 
(in billions of U.S. dollars) 135.9 120.2 1 3 6 . 1  139.6 1 4 1 . 5  1 5 1 .5 165.8 153.0 167.6 190.1 

By region 

Africa 20.3 22.4 27.2 27.5 28.0 23.5 25.7 25.3 27.3 27.3 
A�ia 1 2.7 1 1 .9 12.5 15.0 14.7 14.8 1 1 . 1  9.5 8.8 8.2 
Europe 22.8 19.9 19.8 23.7 25.6 23.7 23.3 20.4 16.9 17.3 
Middle East 6.3 8. 1 9.7 10.1  1 3.6 12.7 1 1 .6 12.3 10.9 10.2 
Western Hemisphere 53.6 42.5 4 1 . 9  41 . 1  44.9 39.5 46.3 32.9 37.2 -13.0 

By tinancial criteria 

Net creditor countries 3 . 8  4.5 5 . 1  4.8 5.9 5.7 -1.3 4.2 3.-1 3 . 1  
Net debtor countries 26.1 23.3 2-U 25.7 26.5 23.8 22.9 18.8 19.0 19.7 

Market borrowers 32.3 26.6 27.6 28.2 28.3 24.7 23.7 16.9 17.2 18.4 
Diversified borrower� 17.7 1 8 . 1  19.2 22. 1 23.4 22.2 22.2 20.5 20. 1 20.9 
Oflicial borrowers 27.2 25.0 25.6 26.3 28.1 25.0 2 1 .0 23.8 25.1  23.6 

Countries with recent debt-
servicing difficulties 37.4 3 1 . 9 33.2 32.9 35. 1 30.2 33.2 25.6 28.4 3 1 .5 

Countries without debt-
servicing difficulties 15.2 15.4 16.3 19.4 20.0 19.5 16.4 14.7 13.4 13.0 

1 Excludes debt owed. and debt service paid. to the Fund. 
: Total debt at year-end as percentage of exports of goods and service� in the year indicated. 
1 Debt service payments refer to actual payments of interest on total debt plus actual amortization payments on Jong-tern1 debt. 

The projections incorporate the impact of exceptional financing item�. 
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Debt: by Region 

Table A46. Developing Countries--by 
Year, 1982-91 1 

Region: External Debt, by Maturity and Type of Creditor, End of 

(In billions of U .S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 
Total debt 839.2 889.4 931.8 1 .004.6 1 .098.6 1 ,220.3 1 .234.8 1 ,237.0 1 .302.6 1 .353.8 

By maturity: 
Shon-term 187.0 176.6 172.2 169.9 175.2 201.2 213.2 213.2 209.0 216.8 
Long-term 652.2 712.7 759.6 834.7 923.4 1 .019. 1  1.021.6 1 .023.8 1 .093.6 1 . 1 36.9 

By type of creditor: 
Official 249.4 280.3 304.3 354.1 410.5 489.0 500.4 514. 1  560.6 614.5 
Commercial banks 433.7 463.6 476.8 495.5 521.4 559.8 541.7 527.3 533.5 518.3 
Other private 156.1 145.4 150.7 155.1 166.8 171 .5  192.7 195.6 208.5 220.9 

By region 

Africa 
Total debt 122.4 129.7 134.2 150.0 173.4 198.9 203.7 208.5 225.1 235.6 

By maturity: 
Shon-term 22.8 23.4 24.4 23.0 22.3 24.6 26.4 26.3 28.4 29.7 
Long-term 99.6 106.3 109.9 126.9 I 5 I .  I 174.3 177.4 182.2 196.6 205.9 

By type of creditor: 
Official 58.2 65.3 70.6 83.0 98.3 1 1 9.4 122.2 125.8 138.5 1 5 1 . 1  
Commercial bank� 43.2 4 1 . 2  40.0 42.2 48.1 5 1 .2 49.5 47.4 50.1 48.3 
Other private 21.0 23.1  23.6 24.9 27.0 28.2 32. 1  35.3 36.4 36.1 

Asia 
Total debt 186.8 206.3 222.6 250.9 284.3 315.8 333.8 330.8 354.4 382.1 

By maturity: 
Shon-term 39.5 40.6 43.5 47.8 50.2 61 .0  66.9 65.3 69.0 75.9 
Long-term 147.3 165.7 179.1 203 . 1  234.1 254.8 266.9 265.5 285.3 306.2 

By type of creditor: 
Official 74.6 82.1 87.4 101.2 1 1 5 . 1  133.5 141 .4  145.3 155.9 169.1 
Commercial banh 81.6 92.4 96.5 108.7 1 17.4 128.2 130.1 125.7 130.7 137.3 
Other private 30.6 3 1 .8 38.7 41 .0 5 1 . 8  54.2 62.2 59.7 67.8 75.7 

Europe 
Total debt 84.9 84.8 86.7 99.6 1 1 3.4 129.6 125.1  124.0 133.9 139.3 

By maturity: 
Shon-term 12.0 12.5 14.8 15.3 16.8 19.8 20.3 20.1 13 . 1  13.8 
Long-term 72.9 72.3 7 1 . 9  84.3 96.6 109.8 104.8 103.9 120.8 125.5 

By type of creditor: 
Official 35.7 40.0 40.4 47.8 55.9 63.8 59.6 59.4 64.5 69.2 
Commercial banks 40.9 36.6 36.5 4 1 . 1  47.0 53.4 49.8 48.8 51 .4 51 .0 
Other private 8.3 8.2 9.8 10.6 10.6 12.3 15.7 15.8 18.0 19.0 

Middle East 
Total debt 1 1 3.9 124.3 129.0 136.8 145.8 158.1  162.9 165.7 175.1 182.4 

By maturity: 
Shon-tcm1 49.3 53.1 52.5 53.9 55.0 58.5 6 1 . 1  62.4 65.1 66.2 
Long-term 64.6 7 1 . 2  76.5 82.9 90.8 99.7 101 .8  103.3 1 1 0.1 1 1 6.2 

By type of creditor: 
Official 40.3 44.6 48.8 54.3 60.9 74.8 72.9 74.3 78.9 82.2 
Commercial banks 43.5 48.9 46.5 46.8 50.5 55.1 56.1 56.3 59.4 60.3 
Other private 30.1 30 7 33.7 35.7 34.3 28.2 33.9 35.1 36.8 39.8 

Western Hemisphere 
Total debt 331.2 344.4 359.3 367.4 381.8 417.8 409.3 408.0 414.1  414.5 

By maturity: 
Shon-term 63.4 47.1  37.0 29.9 30.8 37.3 38.5 39.1 33.4 3 1 . 2  
L<>ng-tcrm 267.8 297.3 322.3 337.4 350.9 380.6 370.8 368.9 380.7 383.3 

By type of creditor: 
Official 40.5 48.3 57.1 67.9 80.3 97.5 104.3 109.3 122.7 142.9 
Commercial banks 224.4 244.5 257.4 256.7 258.4 271.8 256.3 249.0 241.8 221.3 
Other private 66.2 5 1 .6 44.8 42.8 43.1 48.5 48.8 49.7 49.5 50.2 

1 Excludes debt owed to the Fund. 
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Table A47. Developin� Countries-by Analytical Criteria: External Debt, by Maturity and Type of Creditor, 
End of Year, 1982-91 
(In billions of U .S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

By predominant export 

Fuel 
Total debt 247.9 257.9 261.3 274.4 298.9 330.7 335.6 327.8 338.6 350.9 

By maturity: 
Short-term 66.7 55.7 45.3 5 1 .9 55.5 61 .0  64.5 58.6 60.2 61 .7  
Long-term 1 8 1 .3 202.2 216.0 222.5 243.4 269.7 271.0 269.2 278.5 289.2 

By type of creditor: 
Official 40.0 45.2 49.7 62.5 75.1  94.8 102.0 108.6 122.6 134.4 
Commercial banks 164. 1 175.3 178. 1  1 8 1 .3 189.7 205.8 198.4 193.6 190.9 190.5 
Other private 43.8 37.4 33.5 30.6 34.0 30.1  35.2 25.6 25.1 26.0 

Non-fuel exports 
Total debt 591 .2 631 .4 670.5 730.2 799.7 889.6 899.2 909.2 964.0 1 ,002.9 

By maturity: 
Short-term 120.3 1 20.9 126.8 1 18.0 1 19.7 140.1 148.7 154.6 148.9 155.1  
Long-term 470.9 510.5 543.7 612.2 680.1 749.5 750.6 754.6 8 1 5 . 1  847.8 

By type of creditor: 
Official 209.4 235.1 254.6 291.6 335.3 394.2 398.4 405.5 438.0 480.1 
Commercial banks 269.6 288.4 298.8 3 1 4 . 1  331 .6 354.0 343.3 333.6 342.6 327.8 
Other private 1 12.3 108.0 1 17 . 1  1 24.5 132.8 141 .4 157.5 170.0 183.4 195.0 

Manufactures 
Total debt 291.8 3 1 1 . 1  33 1 .9  362.9 401.2 448.9 450.8 447.4 476.2 488.4 

By maturity: 
Short-term 54.7 56.5 60.9 64.3 70.2 89.2 92.8 92.2 85.9 93.6 
Long-term 237.1 254.6 271.0 298.5 331.0 359.7 358.1 355.2 390.3 394.8 

By type of creditor: 
Official 87.4 96.1 102.3 1 18.3 135.0 152.4 147.7 147.0 156.8 171 .4 
Commercial banks 156.9 165.6 173.6 184.5 196.3 216.0 209.9 203.7 214.7 204.3 
Other private 47.4 49.4 56.1 60. 1 69.9 80.5 93.3 96.7 104.7 I 12.7 

Primary products 
Total debt 152.8 160.9 169.8 187.0 203.0 229.8 236.8 247.7 263.0 275.9 

By maturity: 
Short-term 3 1 .2 29.1 28.8 20.3 20.4 24.2 28.9 34.2 34.0 3 1 .9 
Long-term 1 2 1 . 6  1 3 1 . 7  14 1 .0  166.7 182.6 205.6 207.9 213.6 229. 1 244.0 

By type of creditor: 
Official 5 1 .4 59.9 66.9 79.2 94.1 1 14.4 120.3 124.8 137.5 153.1  
Commercial banks 69.8 75.6 76.5 79. 1 8 1 .7 86. 1 84.7 83.0 8 1 .0 76.7 
Other private 3 1 .6 25.3 26.4 28.7 27.1  29.4 3 1 .9  39.9 44.5 46.1 

Agricultural products 
Total debt 106.9 1 14.5 12 1 .8  134.7 146. 1 166.9 172.4 184.0 192.5 199.4 

By maturity: 
Short-tenn 23. 1 23.0 23.5 14. 1 12 .7  14.7 17.8 2 1 . 7  19.2 20.4 
Long-term 83.8 9 1 .5 98.4 1 20.6 133.4 152.2 154.7 162.3 173.3 179.0 

By type of creditor: 
Official 35.9 43.2 49.0 58.7 69.6 85.0 89.4 92.9 102.2 1 1 1 . 9  
Commercial banks 48.0 54.6 53.9 55.8 58.7 63.5 64.1 65.3 63.3 60.2 
Other private 23.0 16.8 18.9 20.3 17.8 18.5 18.9 25.8 27.0 27.3 

Minerals 
Total debt 45.9 46.3 48.0 52.3 56.9 62.8 64.4 63.8 70.5 76.4 

By maturity: 
Short-term 8.2 6.1 5.3 6.2 7.7 9.5 1 1 .2 12.5 14.8 1 1 .5 
Long-term 37.8 40.2 42.7 46. 1 49.2 53.4 53.2 5 1 .3 55.7 65.0 

By type of creditor: 
Official 15.5 16.7 17.8 20.6 24.5 29.4 30.9 3 1 .9 35.3 4 1 . 1  
Commercial banks 2 1 .8 2 1 .0 22.6 23.3 23. 1  22.6 20.5 17.7 17.7 16.4 
Other private 8.6 8.6 7.6 8.4 9.3 10.9 13.0 1 4 . 1  17.5 18.9 
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Table A47 (continued). Developing Countries-by 
End of Year. 1982-91 1 of Creditor, 

Analytical Criteria: External Debt, by Maturity and Type 

(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1 989 1990 1991 

Services and private transfers 
Total debt 6 1 . 6  67.9 74.0 80.4 87.5 96.3 100.9 IO·.U 1 1 2.0 120.3 

By maturity: 
Short-term 7.2 6.9 8.5 8.7 8.2 8.0 8 6  8.9 9.2 9.6 
Long-tcm1 54.4 60.9 65.5 7 1 . 7  79.3 88.4 92.3 95.7 102.8 1 10.8 

By type of creditor: 
Official 39.9 44.8 48.6 53.6 60.5 74.4 78.5 8 1 .6 88.0 95 3 
Commercial bank� 7.3 8.7 9.3 9.7 1 1 .7 1 1 .9 1 1 .3 1 1 .5 12.4 13 I 
Other private 14.4 14.4 16. 1 17 . 1  15.4 10.0 1 1 .0 1 1 .4 1 1 . 6  12.0 

Diversilied export base 
Total debt 85.0 9 1 . 6  94.8 99.9 108.0 1 14.6 1 10.7 109.5 1 1 2  7 1 1 8.3 

By maturity: 
Short-term 27.1  28.3 28.6 24.7 20.9 18.8 18.4 19 .4 19.7 ::!0. I 
Long-term 57.9 63.2 66.1 75.3 87.1 95.8 92.3 90.1 92.9 98.2 

By type of creditor: 
Official 30.7 34.3 36.8 40.5 45.7 53. 1  52.0 52.1  55 7 60.3 
Commercial banh 35.5 38.5 39.4 40.8 42.0 40.0 37.3 35.5 34.4 33.!! 
Other private 18.9 18.8 18.5 18.6 20.3 2 1 . 5  2 1 . 4  22.0 22.5 24. 1 

By financial criteria 

Net creditor countries 
Total debt 55.2 55.9 50.9 50.4 55.2 63.6 63.2 59.0 58 6 59.4 

By rnalllrity: 
Short-tcnn 38.1 38.7 34.9 34.4 41.2 50.9 50.6 46 2 44.9 45.2 
Long-term 1 7 . 1  17.3 1 6 . 1  16.0 14.0 12.7 12.7 12.9 13.7 l·-1.2 

By type of creditor: 
OITicial 10.2 8.6 8.2 7.6 7.8 7.3 7.5 7 9 8.3 X.5 
Commercial banks 37.8 41.0 35.8 35.5 39.8 50.0 49.7 45.1 +1 . 1  44.4 
Other private 7.2 6.3 6.9 7.3 7.6 6.4 6.0 6.0 6.1 6.5 

Net debtor countries 
Total debt 783.9 833.4 880.9 954.2 1 .043 .4 1 . 1 56.7 1 . 1 7 1 .6 1 . 1 78.0 1 .24-1.0 1 .294.4 

By maturity: 
Short-term 148.8 138.0 137.3 135.5 133.9 150.3 162.7 167.0 164.2 1 7 1 .6 
Long-term 635 . 1  695.5 743.6 818.7 909.5 1 .006.4 1 .008.9 1.010.9 1 .079.8 I .  J 22.8 

By type of creditor: 
Official 239.2 271 .6 296.1 346.4 402.7 481.7 492.8 506.2 552.3 606 . 1  
Commercial banks 395.8 422.6 441.0 459.9 481 .6 509.8 492.0 482.2 �89.4 -173.9 
Other private 148.9 139.2 143.8 147.8 159.2 165.1  186.7 IK9.5 202.3 2 1 4.-l 

Market borrowers 
Total debt 415.3  432.3 450.0 463 . 1  478.7 506.7 488.0 483 0 490.2 488.6 

By maturity: 
Short-term 99.1 84.5 73.6 59.9 56.6 59.1 59.7 6 1 . 7  55.8 57.8 
Long-term 316.2 347.8 376.4 403.2 422 . 1  447. 6  428.3 421.3 �34.3 430.8 

By type of crediwr: 
Onieial 47.4 54.4 62.0 70.8 80.3 94.2 96.8 100.4 1 1 2.5 128.6 
Commercial banks 282.5 307.6 323.6 33 1 .6 339.9 350.0 327.5 316.6 3 10. 1 289.3 
Other private 85.-1 70.2 64.3 60.8 58.5 62.5 63.7 66.0 67.6 70.7 

Diversified borrowers 
Total debt 218.7 242.8 263.5 301.9 353.7 408.5 433.1 437.1 471.2 505.4 

By maturity: 
Short-term 33.9 37.3 44.7 55.7 58.6 69.4 78.5 78.9 88.5 93.2 
Long-term 1 84.8 205.4 218.8 246.3 295.1 339.2 354.6 358.2 382.6 -112.2 

By type of creditor: 
Official 94.1 108.2 1 17.2 140.7 165.1 198.9 199.4 202.0 216.2 235.7 
Commercial banks 83.2 86.8 88.0 97.6 109.4 125.0 133.8 135. 1  146.1 152.7 
Other private 4 1 .4 47.9 58.3 63.5 79.2 84.7 99.9 100.0 108.9 1 1 7.0 
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Table A47 (continued). Developing Countries-by 
of Creditor, End of Year, 1982-911 

Analytical Criteria: External Debt, by Maturity and Type 

(In billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Oflicial borrowers 
Total debt 149.9 158.3 167.4 189.1  2 1 1 .0 241.4 250.4 257.9 282.6 300.3 

By maturity: 
Short-term 15.8 16. 1 19.0 19.9 18.7 2 1 .8 24.4 26.4 19.8 20.6 

Long-term 134.2 142.2 148.4 169.3 192.3 2 1 9  6 226.0 :!31.4 262.8 279.8 

B) type of creditor: 
Official 97.7 109.1 1 16.8 134.9 157.2 188.7 196.6 203.8 223.6 241.7 

Commercial banks 30.2 28.2 29.5 30.7 32.3 34.8 30.7 30.5 33.2 3 1 . 9  

Other private 22.1 2 1 . 1  2 1 . 1  23.5 2 1 .5 17.9 23.1  23.5 25.8 26.7 

Countrirs with recent debt-servicing 
dilliculties 

Total debt 535.6 562.9 588. 1 619.2 665.4 735.0 730.9 D4.9 765.2 778.1 

B) maturity: 
Short-term 1 0 1 . 9  85.8 8 1 . 8  74.1 74.0 1!4.2 88.6 90.1 77.8 76.1 

Long-term 433.8 477.1 506.2 545.2 591.4 650.8 642.2 644.8 687.4 702.0 

By type of creditor: 
Oflicial 141.0 166.3 183.1  214.8 250.0 304.2 313.9 327.4 360.6 398.5 

Commercial banh 292.7 308.2 322.1 322.4 3 3 1 . 0  346.5 323.0 313.7 309.5 283.8 

Other private 1 0 1 . 9  88.3 82.9 82.0 84.5 84.3 94.0 93.9 95.1  95.8 

Countries without debt-servicing 
dillicullies 

Total debt 248.3 270.6 292.8 335.0 378.0 421.7 440.7 443.0 478.8 5 1 6.3 

By maturity: 
Short-term 46.9 52.1  55.5 6 1 . 4  60.0 66.1 74.0 76.9 86.4 95.5 

Long-term 201.4 218.4 237.3 273.6 3 1 8 . 0  355.6 366.7 366. 1 392.4 420 8 

B) type of creditor: 
OfliciaJ 98.2 105.4 1 1 3.0 1 3 1 . 6  152.7 177.6 178.9 178.9 1 9 1 . 7  207.6 

Commercial bankl> 103.2 1 14.4 1 1 8.9 137.5 150.6 163.3 169.1  168.5 179.9 190.1 

Other private 47.0 50.8 60.9 65.8 74.7 80.8 92.7 95.7 107.1 1 1 8.6 

Miscellaneous groups 

Sub-Saharan Africa 
Total tlebt 54.0 56.2 58.4 69.1 80.8 95.8 100. 1 105.5 1 1 7.7 127.0 

By maturity: 
Short-tem1 7.0 6.6 6.1  7.5 8.5 1 1 .0 12.1  1 3 . 1  15  3 16.4 

Long-term 47.1  49.6 52.3 6 1 . 6  72.3 84.8 88.1 92.4 102.3 1 10.6 

By type of creditor: 
Oflicial 3 1 .8 35.4 38.3 46.0 56.2 68.5 70.8 73.3 82.6 90.5 

Commercial bank:-. 1 5 . 1  14.0 13. 1 14.6 15.2 1 7 . 1  15.9 16.2 17.9 I!Ul 
Other private 7 . 1  6.8 7.0 8.5 9.5 10.3 13.4 16.0 17.2 17.7 

Twelve major oil exporters 
Total debt 145.6 152.4 155.5 165.6 185.6 205.2 2 1 5 . 1  2 1 1 . 9  220.8 228.9 

B)' maturity: 
Short-term 55.9 54.6 44.0 46.9 50.4 56.1  59.9 55.4 56.7 58 I 
Long-term 89.7 97.8 1 1 1 .5 1 1 8.6 135.2 149.1 155.1 156.6 164.1 170.7 

By type of creditor: 
Official 28.9 3 1 .9 35.6 45.4 53.9 68.4 7 1 . 7  77.4 83.5 89.7 

Commercial banks 90.5 95.4 96.1  96.1  103.9 1 1 2.5 I 13.3 1 1 3.7 1 1 7.2 1 1 8.3 

Other private 26.2 25.1 23.9 24.1 27.8 24.3 30.1 20.9 20.1 20.9 

Net debtor fuel exporters 
Total debt 199.9 208.7 2 1 6 . 1  229.2 253.0 282.5 285.5 277.2 285.8 296.4 

By maturity: 
Short-term 30.1  17.5 10.6 17.9 20.3 23.7 25.6 19.7 20.2 20.7 

Long-term 169.8 1 9 1 . 2  205.4 2 1 1 . 3  232.6 258.8 259.9 257.5 265.6 275.7 

By type of creditor: 
Oflicial 3 1 .6 38.5 43.2 56.3 68.4 87.8 94.6 100.9 1 14.5 126.1 

Commercial banks 130.9 138.5 145.7 149.2 157.9 170.9 1 6 1 . 6  156.7 152.3 150.7 

Other private 37.4 3 1 . 7  2 7 . 1  23.7 26.7 23.8 29.3 19.6 19.0 19.6 
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Table A47 (concluded). Developin� Countries-by Analytical Criteria: External Debt, by Maturity and Type 
of Creditor, End of Year, 1982-91 
(In billions of U .S. dolla rs) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

four newly industrializing 
Asian economies 

Total debt 48.9 52.3 54.3 58.0 60.0 59.0 53.7 47.7 48.4 48.1 
By maturity: 

Short-term 14.6 13.4 12.4 12.2  16.5  24.2 22.8 19.7 18.6 18.5 
Long-term 34.3 38.9 4 1 . 8  45.9 43.4 34.9 30.8 27.9 29.8 29.6 

By type of creditor: 
Official 7.9 8.2 8.0 8 . 1  7.9 5.5 4.6 3.9 3.8 3.5 
Commercial banks 35.6 37.5 39.9 43.3 45.9 46.6 4 1 . 0  34.0 32.9 3 1 . 6  
Other private 5.4 6.6 6.4 6.7 6.1  6.9 8 . 1  9.7 1 1 .6 13.0 

Small low-income economies 
Total debt 68.0 72.6 76.6 88.2 1 0 1 .4 1 17.9 125.5 1 3 1 . 0  144.1 155.2 

By maturity: 
Short-term 6 . 1  5.9 6.0 7 . 1  7.7 9.4 10.3 10.5 1 2 . 1  12.6 
Long-tem1 6 1 . 9  66.7 70.6 8 1 . 1  93.7 108.5 1 15.2 120.4 132.1 142.5 

By type of creditor: 
Official 5 1 . 7  57.6 62.3 7 1 . 6  84.2 98.3 103.7 107.9 1 19.0 129.1 
Commercial banks 10.7 10.4 10.6 1 1 .6 1 1 .5 12.9 13.2 12.9 14.3 14.7 
Other private 5.7 4.7 3.8 4.9 5.7 6.7 8.6 10.2 10.9 1 1 .4 

Fifteen heavily indebted countries 
Total debt 380.3 395.9 408.9 420.2 446.0 487.6 479.0 478.5 487.0 486.6 

By maturity: 
Short-term 75.3 57.3 47.2 39.6 36.8 4 1 . 9  43.1 43.0 36.9 34.9 
Long-term 305.0 338.7 361.7 380.6 409.2 445.6 435.9 435.5 450.1 451.7 

By type of creditor: 
Official 50.5 64.3 73.2 88.6 105.2 1 3 1 . 5  137.9 144.9 1 6 1 . 6  185.6 
Commercial banks 256.4 271.3 281 .6 280.0 285.5 298.8 280.6 271 .6 263.7 239.1 
Other private 73.4 60.4 54.1 5 1 . 6  55.3 57.3 60.6 62.0 6 1 . 7  6 1 . 9  

1 Excludes debt owed to the Fund. 
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Table A48. Developing Countries: Total External Debt Relative to Exports and to GDP, 1982-91 1 
(ln percent) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Ratio of external debt to exports 
of goods and services2 

Developing countries 120.8 135.4 134.9 151.6 173.2 162.3 144.5 129.5 123.6 1 16.9 

By region 

Africa 154.1 169.3 172.2 194.7 246.9 253.1 251.3 240.5 233.3 226.0 
Asia 89.4 94.4 90.2 102.8 105.4 9 1 . 7  79.8 69.2 67.0 65.4 
Europe 143.8 146.5 140.2 159.6 172.3 177.3 153.7 146.7 146.9 1 4 1 . 1  
Middle East 50.8 67.0 74.7 89.0 1 22.4 1 17.2 1 19 . 1  106.0 100.3 95.0 
Western Hemisphere 269.9 290.4 273.7 293.0 347.9 345.7 298.7 272.2 254.7 231.5 

By predominant export 

Fuel 82.2 99.8 102.6 1 19 . 1  177.4 172.6 174.3 146.1  132.0 123.3 
Non-fuel expons 150.4 158.4 153.8 169.0 171.6 158.8 135.8 124.4 120.9 1 1 4.8 

Manufactures 1 1 6.8 1 20.9 1 14.4 1 24.6 125.4 1 1 2.6 93.6 83.0 80.9 75.8 
Primary products 290.8 319.6 320.7 357.9 366. 1 393.9 359.7 349.4 353.4 344.5 

Agricultural products 297.4 334.4 332.2 369.9 372.2 421.0 388.3 386.8 376.7 363.2 
Minerals 276.5 288. 1 294.9 330.3 351.5 336.5 300.5 273.2 302.4 303.6 

Services and private 
transfers 182.3 212.2 230.5 260.4 276.3 282.7 270.0 264.3 259.2 253.1 

Diversified expon base 149.8 155.4 156. 1  172.9 183.0 165.9 143.0 133.9 123.3 1 16.0 

By tinancial criteria 

Net creditor countries 27.0 31.9 30.6 34.2 42.5 4 1 .6 39.2 32.2 28.2 25.8 
Net debtor countries 160.0 173.0 168.0 185.3 206.8 193.2 169.0 152.5 146.9 139.4 

Market borrowers 166.7 170.8 162.2 172. 1  1 8 1 .3 157.9 128.0 1 1 1 .8 103.6 93.8 
Diversified borrowers 1 16.4 139.0 137.9 1 57.3 193.1 189.6 178.2 1 6 1 . 8  158.6 155.6 
Official borrowers 283.9 293.0 299.4 350.5 367.8 387.4 362.3 367.0 369.3 363. 1 

Countries with recent debt-
servicing difficulties 221.8 243.3 236.8 257 . 1  306.2 303.0 271.6 251.6 245.4 230.9 

Countries without debt-
servicing difficulties 100.0 108.1 106.1 1 22.2 1 3 1 .6 1 1 8.4 103.9 92.3 89.5 87.3 

Miscellaneous groups 

Sub-Saharan Africa 213.8 226.3 221.3 270.9 303.8 332.0 338.2 341.0 359.3 360.9 
Twelve major oil exponers 55.5 69.8 74.1 87.6 136.7 134.0 141 .4  1 17.8 107.4 100.2 
Net debtor fuel exporters 163.1 1 86.5 175.4 193.7 298.1 282 . 1  277.8 229.2 214.8 206.1 
Four newly industrializing 

Asian economies 44.3 44.5 40.4 43.2 37.4 28.0 20.6 15.8 14.8 13.5 
Small low-income economies 322.6 333.2 337.6 402.7 428.7 457.7 447.5 436.5 446.9 444.3 
Fifteen heavily indebted 

countries 266.6 289.9 269.9 285.0 344.9 339.7 295.5 266.7 244.3 220.4 
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Table A48 (concluded) . Developing Countries: Total External Debt Relative to Exports and to GDP, f982-9J I 
( I n  pcrccm) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Ratio of external debt to GOP� 

Developing cou ntries 31.1 33.0 34.1 35.9 37.9 37.8 35.2 32.4 31.3 29.7 

By region 

Africa 34.9 37.6 4 1 . 9  47.2 50.0 49.9 49.3 5 3 . 1  53.3 5 1 .K 
A�ia 2 1 . 9  23.0 23.9 26.3 29.5 28.2 26.2 2 1 . 9  2 1 . 2  20.5 

Europe 34.0 35.6 38.1  42.0 42.0 45.7 43.8 43.2 43.3 4 1 .7 

Middle l::.ast 24.0 25.8 26.8 28.5 32.t.l 33. 1 32.5 30.4 29.8 28.6 
Western Hemisphere 43.0 46.8 46.4 45.2 43.9 44.0 39.4 37.6 35.5 32.7 

By pr('dominant export 
Fuel 27.3 29.9 30.5 3 1 .0 36.8 37.7 37.8 36. 1 34.4 32.8 
Nun-fuel cxpon� 33.0 34.4 35.7 38.1  38.4 37.8 34.3 31 .3  30.--1 28.8 

Manufaeturc!> 24.6 25.5 26.5 27.8 27.7 27.7 24.0 2 1 . 1  20.5 1 9 . 1  
Primary product 5 1 .5 54.3 54.3 58.2 59.5 5 7 . 1  62.0 61 .4 60.5 58.7 

Agricultural product!> 46.8 47.9 47.5 49.6 s 1 . 4  49.6 54.9 54.8 53.1  5 1 . 0  
Minerab 67.4 80.9 85.6 105.4 99.8 94.7 95.3 93.8 97.5 96.9 

Service!> and private 
tran�fcr� 59.8 63.1 69.4 75.7 8 1 . 8  87.1 85.6 8 1 . 7  80.7 7tJ.3 

Diversified cxpon ba�e 4 1 . 3  -B. I 46.1 54.8 57.6 52 3 45.9 42.3 40.0 38.7 

By financial criteria 
Net creditor coumrie!> 13.8 13.9 12.6 12.5  14.5 15.0 14.1  12.0 1 1 .0 10.2 

Net debtor countrie� 34. 1 36.3 37.8 39.8 4 1 . 5  41 .2 38.3 35.4 34.3 32.6 

Market borrower� 42.0 44.7 44.5 44.7 43.3 40.8 35.3 32.9 30.9 28.2 
Dive r:.ified borrower� 20.9 23.2 25.6 28.4 3 1 .9 33.4 3 2 . 1  28.9 28.4 27.7 
Ortic1al borrowers 56.9 56.8 58.2 63.6 70.1 70.8 75.7 73.8 74.5 72.8 

Countne� with rccem debt-
�ervicing difficulties 40.7 44.6 46. 1 46.7 47.5 46.7 44.3 42.9 41.6 39. 1  

Countric� without debt· 
serv1cing difficulties 25.2 26.2 27.8 3 1 . 3  34.0 34.2 3 1 . 2  27.4 26.ll 26. 1 

Miscellaneous groups 

Sub-Saharan Africa 5 1 .3 5D 57.3 65.2 66.7 74.1 69.3 73. L 75.7 75.7 
Twelve major oil exponers 20.9 23.0 23.9 24.8 30.3 3 1 . 1  32.0 31 .3  30. 1 28.7 
Net debtor fuel exponer� 36.1 4 1 . 1  42.5 42.5 50.1 5 1 . 5  5 1 .4 50.0 47.5 45.2 
Four newly industrializing 

Asian economics 32.1 32.2 30.2 3 1 . 3 28.1  2 1 . 8  15.9 1 1 .9 10.8 9.6 
Small low-income economic� 49.2 5 1 . 1  50.5 52.9 61 .6 56.7 68.6 67.1 67.6 67.0 
Fifteen heavily indebted 

countric:. 4 1 .0 46.2 46.7 45.6 44.9 44.2 40.4 39.2 37.2 34.3 

' Excludes debt owed to the Fund. 
� Ratio ()f year-end debt 10 exports or goods and services or GDP in year indicated. 
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Debt: Servicmg 

Table A49. Developing Countries: Debt-Service Ratios, 1982-9 1 1  
On pcrccnl of exports of goods and services) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 19YI 

Debt-service ratio2 

Developing countries 19.6 18.3 19.7 21 .1  22.3 20.2 19A 16.0 15.9 16A 

By region 

Africa 20.3 22.4 27.2 27.5 28.0 23.5 25.7 25.3 17.3 27.3 
Asia 12.7 1 1 .9 12.5 15.0 14.7 14.8 1 1 . 1  9.5 8.8 8.:! 
Europe 22.8 19.9 19.8 23.7 25.6 23.7 23.3 20.4 16.9 17.3 
Middle Ea M 6.3 8.1 9.7 10. 1 13.6 12.7 1 1 .6 12.3 10.9 10.2 
Western Hemisphere 53.6 42.5 4 1 . 9  4 1 . 1  44.9 39.5 46.3 32.1) 37.:! 43.0 

By predominant export 

Fuel 14.4 15.5 19.2 20.4 23.8 24.5 26.7 22.0 18.7 17.9 
Non-fuel expom 23.5 20. 1 20.0 2 1 . 4  2 1 . 8  18.7 17.3 14.2 15.0 15.() 

Manufacture� 2 1 . 9  16.9 16.4 17.7 18.3 16.3 1 5 . 1  1 1 .  I I I .J 13.1 
Primary product� 39.6 38.1 36.8 35.4 37.5 30.4 3 1 . 1  28.7 35.0 35.9 

Agricultural producb 38.2 40.5 38.5 37.8 42.0 35.5 37.6 32.8 -11 .0 36.0 
Mmerals -12.4 33.0 32.8 29.8 26.5 19.5 17.6 20.3 2 1 . �  35.8 

Services and private 
transfers 2 1 . 0  2 1 . 9  24.5 24.3 27.5 25.3 17.9 23.3 25.2 :!3.6 

Dive rsified export base 17.7 1 8 . 1  20.7 26.2 22.7 18.7 18.7 17.5 17.8 1-1.7 

By financial criteria 

Net ereditor countries 3.8 4.5 5 . 1  4.8 5.9 5.7 4.3 -1.2 3.-1 3.1 
Net debtor countrie� 26.1 23.3 24.3 25.7 26.5 23.8 22.9 18.8 19.0 19.7 

Market borrower� 32.3 26.6 27.6 28.2 28.3 24.7 23.7 16.9 17.2 18.4 
Diversified borrowers 17.7 1 8 . 1  19.2 22.1  23.4 22.2 22.2 20.5 20.1 20.9 
Oflicial borrowers 27.2 25.0 25.6 26.3 28.1 25.0 2 1 . 0  23.8 25.1  23.6 

Countrie� with recent debt-
�ervicing diflicultie� 37.4 3 1 . 9  33.2 32.9 35.1 30.2 33.2 25.6 28.4 3 1 . 5  

Coumries without debt-
servicing difficulties 15.2 15.4 16.3 19.4 20.0 19.5 16.-1 14.7 13.-1 13.0 

Miscellaneous groups 

Sub-Saharan Afnea 2 1 . 5  2 1 . 1  23.6 22.8 22.1 19.6 22.0 2 1 . 1  2-l.l.l 24.7 
Twelve major oil exporter:. 8.2 10.1  13.5 1-1.8 18.8 18.3 19.7 17.8 16.2 15.3 
Net debtor fuel exporters 30.7 30.4 34.6 35.4 4 1 . 0  4 1 . 2  44.9 35.9 3 1 . 7  3 1  I 
Four newly industrializing 

Asian economic� 8.8 8.4 8.8 8.8 9.2 1 1 .0 5.8 3.9 3.1 3 I 
Small low-income economies 22.2 22.7 26.1  27.3 27.8 27.0 27.2 26.5 27.0 25.0 
Fi ftt:en heavily indebted 

countrie� 5 1 . 5  40.9 40.8 40.0 43.2 37.2 43.8 3 1 . 3  34.-1 38.8 
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Debt: Servicing 

Table A49 (continued). Developing Countries: Debt-Service Ratios, L982-9 1 1  
(In percent of exports of goods and services) 

Of which, 
Interest service ratio 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

By predominant export 

Fuel 
Non-fuel exports 

Manu facrures 
Primary products 

Agricultural products 
Minerals 

Services and private 
transfers 

Diversified export base 

By financial criteria 

Net creditor countries 
Net debtor countries 

Market borrowers 
Diversified borrowers 
Official borrowers 

Countries with recent debt-
servicing difficulties 

Countries without debt-
servicing difficulties 

Miscellaneous groups 

Sub-Saharan Africa 
Twelve major oil exporters 
Net debtor fuel exporters 
Four newly industrializing 

Asian economies 
Small low-income economies 
Fifteen heavily indebted 

countrie� 
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1982 

1 1 . 1  

8.9 
6.4 

12.3 
4. 1 

32.6 

8 . 1  
1 3.4 
12.2 
24.2 
23.8 
25.0 

1 1 .8 
9.3 

2.6 
14.6 

18.9 
9.0 

14.7 

2 1 .9  

7.6 

9.7 
4.5 

16.8 

4.8 
10.1 

3 1 . 1  

1983 1984 1985 1986 

l 0.9 11.6 ] 1.8 11 .7  

9.5 1 1 .2 1 1 .7 1 1 .9 
5.9 6.2 6.7 6.3 

10.8 10.0 10.2 10.8 
5.0 6.2 6.6 8.4 

30.5 30. 1 29.2 29.3 

9.2 10.8 1 1 .3 13.5 
12. 1  12.1 12.1  1 1 .  I 

10.1 9.7 9.7 9.0 
25.1 25.3 24.1 20.6 
26.4 26.0 25.9 2 1 .7 
22.4 23.8 19.8 17.8 

12.7 14.3 15.4 14.8 
9.3 1 1 .3 1 1 .9 1 1 .3 

2.6 2.9 2.8 3 . 1  
14.0 14.4 14.5 13.9 

17.0 17.5 17.0 15.7 
9.7 10.1 10.9 I 1 .5  

13.9 14.0 14.3 13.6 

2 1 . 1  21 .8  21 .5 21.2 

7.4 7.8 8.3 8.5 

9.8 10.4 10.5 10.2 
5.6 6.7 7.7 9.7 

18.1 19.1 19.3 22.9 

4.0 4.0 3.8 3.2 
10.1 10.8 1 1 .3 10.8 

29.1 28.9 28.1 27.9 

1987 1988 1989 1990 1991 

9.3 9.5 8.2 8.3 7.6 

1 1 .0 1 1 .5 1 1 .8 12.1  12.0 
5.2 4.6 4.3 3.9 3.7 

10.1 9 . 1  8.8 8.0 7.5 
7 . 1  7.0 6.9 6.2 5.6 

2 1 . 8  26.0 19.6 23.1 19.7 

1 1 .9 13.2 12.3 10.3 9.6 
8.4 8.4 6.9 7.7 6.9 

6.4 7.1  5.3 6.0 5.0 
18.3 17. 1 13.9 18.6 19.0 
20.6 20.2 14.4 20.8 19.3 
13.6 10.6 12.7 13.7 18.4 

1 1 .9 9.0 10.8 10.8 9.6 
9.9 8.9 9.5 8.6 8.0 

3.0 3 . 1  3.0 2.5 2.2 
10.9 1 1 .0 9.4 9.8 8.9 

1 1 .  1 l l .7 9.0 9.8 8.3 
10.4 10.1 9.5 9.2 9.4 
1 1 .5 10.1 1 1 .5 1 1 .7 10.8 

16.4 18.0 14.9 17.0 15.1 

7.2 6.5 6.1 5.6 5.4 

9. 1  10.0 10.1 12.0 12.3 
9.2 10.3 9.4 8 . 1  7.5 

19.3 21 .0 19.4 16.6 16.0 

2.4 1.9 1 .6 1 .4 1.3 
10.7 10.9 1 1 .  I 1 1 .6 1 1 .2 

2 1 . 2  24.8 18.9 21.3 18.3 
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Debt: Servtcing 

Table A49 (concluded). Developing Countries: Debt-Service Ratios, 1982-9 1 1  
( In percent of exports of goods and services) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Memorandum 
(in billions of US dollars) 

Developing countries 

Value of debt service payments 135.9 120.2 136.1  139.6 1 4 1 . 5  1 5 1 . 5  165.8 153.0 167.6 190.1 

Interest payments 77.0 7 1 . 9 80.4 78.5 74.4 69.8 8 1 . 1  78.2 87.9 87.6 
Amortization payments 58.9 48.3 55.7 6 1 . 1  67. 1  8 1 . 7  84.7 74.8 79.7 102.4 

Of which. 
Net debtor countries 

Value of debt service payments 128.0 1 1 2. 3  127.6 132.5 133.8 142.8 158.9 145.4 160.5 183.0 

lnterest payments 7 1 .8 67.4 75.6 74.4 70.3 65.3 76.1 72.7 82.8 82.6 
Amortization payments 56.3 44.9 52.0 58. 1  63.4 77.5 82.8 72.7 77.7 100.4 

' Excludes debt service paid to the Fund. 
Interest payments on total debt plus amortization payments on long-term debt only. Estimates for the period up to 1989 reflect 

debt service payments actually made. The estimates for 1990 and 1991 take into account projected exceptional financing items. 
including accumulation of arrears and rescheduling agreements. 
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Debt: Fund Charges and Repurchases 

Table ASO. Developing Countries: Fund Charges and Repurchases from the Fund, 1982-91 1 
( In percent of exports of goods and services) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 0.4 0.6 0.8 1.0 1.5 1 .7 1.3 1.0 1.0 0.7 

By region 

Africa 0.8 1 . 2  1.4 1 . 8  3.3 2.9 2.0 2. 1 1 .8 1 .2 
Asia 0.4 0.8 0.8 1 . 1  1 . 0  1 . 1  0.7 0.5 0.5 0.4 
Europe 0.9 1 .3  1.7 2.0 2.3 2.7 2.5 1 .6 0.9 0.3 

Middle East 0. 1 0.1 

Western Hemisphere O.J 0.6 0.8 1 .2 2.7 3.6 3.0 2.9 3.0 2.3 

By predominant export 

Fuel 0. 1 0.3 0.3 0.4 0.6 0.7 0.8 0.7 

Non-fuel exports 0.7 1 . 0  1 . 1  1 .4 2.0 2.1  1 .5 1 .2 1.0 0.7 

Manufactures 0.4 0.7 0.8 1 .0  1 . 2  1 . 5  1 . 1  0.8 0.6 0.3 
Primary products 1 . 5  2. 1  2.6 3.0 4.7 5.0 4.1  4 . 1  3.8 3.0 

Agricultural products 1 . 2  1.8 2.4 3 . 1  4.6 5.4 4 .6 4.5 3.7 3.2 
Minerals ? � ___ ) 2.7 3.0 2.9 4.9 4. 1 3 . 1  3.5 4.1  2.5 

Services and private 
Lransfc rs 1 . 3  1 . 2  1 . 5  2.0 2.7 2.9 2.0 1.6 1 .5 1 . 0  

Dive rsified export base 0.7 1 . 1  1 . 3  1 . 7  2.9 2.5 l . l  1 . 1  1 .2  0.8 

By financial criteria 

Net creditor countries 
Net debtor countries 0.5 0.9 1.0 1.3 1.9 2 . 1  1 .6 J . 3  1.2 0.9 

Market borrowers 0.2 0.3 0.5 0.8 1.4 2.0 1 . 2  1 . 0  1 . 1  0.8 
Diversified borrowers 0.5 1 . 1 1 .2  1 .6 1 .7  1 .7 1 .6 1 . 2  1 .0  0.6 
Official borrowe rs 2.2 2.2 2.7 3.4 4.7 4.3 3.3 3.2 2.8 1 . 8  

Countries with recent debt-
servicing difficulties 0.6 0.9 1.2 1 . 5  2.9 3.2 2.5 2.4 2.3 1 .7 

Countries without debt-
servicing difficulties 0.5 0.8 0.8 1 .2  1 . 1  1 .4 1 . 0  0.6 0.6 0.4 

MisceJJaneous groups 

Sub-Saharan Africa 2.1  2.7 3.4 4. 1 5.4 4.7 4.5 4.8 3.9 2.4 

Twelve major oil exporters 0.2 0. 1 0.1 0.2 0.2 
Net debtor fuel exporters 0 . 1  0.2 0.6 0.5 0.8 1 .2 1.2 1 .6 1 . 5  
Four newly industrializing 

Asian economies 0.1 0.1 0.3 0.4 0.2 0.6 0.2 
Small low-income economies 4.1  4.1  4.8 5.8 7.9 6.9 5.5 5.6 5.0 3.0 
Fifteen heavily indebted 

countries 0.5 0.9 1 . 2  1 . 5  3.0 3.7 3 . 1  3.0 2.8 2.2 

184 



©International Monetary Fund. Not for Redistribution

Debt: Fund Charge� and Repurchases 

Table ASO (concluded). Developing Countries: Fund Charges and Repurchases from the Fund, 1982-91 1 

(In percent or expons of goods and services) 

Memorandum 

Developing countries 

Total service payments to the Fund 
(in billion:. of U.S. dollars) 

Total. GencraJ Resources Account 
Charges 
Repurchases 

Total. Trust Fund 
Interest! 
Repayments-' 

Total. SAP' 
Interest' 
Repayments6 

TotaL ESAF' 
Interest� 
Repayments" 

1982 

2.6 
1.4 
1 .2 

1983 1984 

4.1 5.2 
2.1 2.9 
2.0 2.4 

0.1  0.2 

0.2 

1985 1986 1987 1988 1989 1990 

6.9 9.6 12.6 10.9 10.0 10.2 
3 . 1  2.9 2.7 2.4 2.4 2.4 
3.8 6.7 9.9 8.5 7.6 7.8 

0.3 0.6 0.7 0.7 0.5 0.4 

0.3 0.6 0.7 0.7 0.5 0.4 

1991 

7.9 
1 .6  
6.3 

0. 1 

0.1 

1 Fund charges on and repurchases (or repayments of principal) for use of Fund credit from general resources. Projected charges 
and interest. and repurchases and repayments, are based on actual payments in the past and on scheduled paymentS for the future; 
they do not take into account prospective programs. 

� Interest payments reached a peak of $21 million in 1984. 
J Repayments in 1982 and 1983 amounted to less than $50 million annually. 
• Structural adjustment facility. 
s I nterest payments. which began in 1986. are expected to rise to $10 million by 1991. 
• No repayments under SAF or ESAF arrangements are due in the period covered. 
1 Enhanced structural adjustment facility. 
• Interest payments. which began in 1988. arc expected to rise to $2 million by 1991. 

185 



©International Monetary Fund. Not for Redistribution

Medium-Term Projections: Baseline Scenario 

Table ASI.  Summary of Medium-Term 

Industrial countries 

Growth of real GNP 
Real six-month LIBOR·' 
Increase in GNP deflator 

World economy 

Change in world price of 
manufactures 

Change in world price of oil 
Change in world price of non-fuel 

primary commodities 

Net debtor developing countries 

Growth of real GDP 
Growth of export volume 
Growth of import volume 

Total net external credit' 
Net official credit' 
Net bank credit6 

Baseline Scenario, 

Averages' 

1972-81) 1982-86 

3.0 2.7 
2.0 6. 1 
8.8 4.8 

10.1 1.9 

9.5 -4.1 

4.7 3.8 
3.5 4.0 
6.7 -1.4 

Average 
1982-86 1986 

54.9 41.8 
33.6 29.4 
24.0 -2.5 

1972-95 

1986 1987 1988 1989 1990 

(In percem) 

2.7 3.4 4.4 3.4 2.6 
4.3 4 . 1  4.8 5.2 4.1 
3.4 3.0 3.3 3.9 3.9 

(In percem: In U.S. dollars) 

17.7 1 1 .9 6.1 -0.4 7.9 
-48.8 28.7 -20.5 21.4 19.9 

-3.9 8.6 23.5 -0.3 -8.1 

(/ 11 percent) 

4.8 4.6 4.4 2.8 1.8 
6. 1 13.8 10.9 7 . 1  5.1  

- 1 . 3  7.5 10.8 9.1  3.9 

1987 1988 1989 1990 1991 

(In billions of U.S. dollars) 

35.6 38.7 38.4  63.2 53.7 
28.0 17.5 25.2 36.9 45.0 
-4.4 -7.6 0.4 0.6 -23.2 

(In percem of expons of goods and services) 

Current account balance 

Total external debt7 

Debt service paymentsg 
Interest payments 
Amortization payments 

1 Compound annual rates of change. 
2 Excluding China. 

- 1 1 . 1  

178.6 

25.2 
14.3 
10.9 

-9.8 -2.7 

206.8 193.2 

26.5 23.8 
13.9 10.9 
12.6 12.9 

-3.1 -3.8 -3.7 

169.0 152.5 146.9 

22.9 18.8 19.0 
1 1 .0 9.4 9.8 
1 1 .9 9.4 9.2 

' London interbank offered rate on six-month U.S. dollar deposit, deflated by U.S. GNP detlator. 
" Excluding reserve-related liabilities. 

-3.8 

139.4 

19.7 
8.9 

10.8 

s Estimate of long-term borrowing from official creditors. See Table A40. footnote 7 for further explanation. 

Average' 
1991 1992-95 

2.4 3 . 1  
3.� 3.9 
4.0 3.5 

5.7 4.0 
10.5 1 .5 

-0.4 4.1 

4.2 5 . 1  
5.2 7.0 
5.0 7.1 

1992 1995 

50.2 62.4 
35.6 31.9 
-5.4 13.5 

-3.4 -2.0 

130.9 1 1 1 . 1  

16.8 14.0 
8.4 6.9 
8.4 7.1 

0 Estimate of net lending from commercial banks. including impact of debt reductions. See Table A40. footnote 8 for further 
explanation. 

' Excludes debt owed to the Fund. 
" Interest payments on total debt. plus amortization payments on long-term debt only. Projections incorporate the impact of 

exceptional financing items. Excludes debt service payments to the Fund. 
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Medium-Term Projections: Baseline Scenario 

Table AS2. Net Debtor Developing Countries: Current Account Balance, External Debt and Debt Service
Medium-Term Baseline Scenario, 1982-95 
(In percent of exports of goods and services) 

Net debtor countries 

Current account balance 
Total external debt' 
Debt service payments2 

Interest payments 

By region 

Africa 

Current account balance 
Total external debt' 
Debt service payments! 

Interest payments 

Asia 

Current account balance 
Total external dcbt1 
Debt service payments! 

Interest payments 

Eu rope 

Current account balance 
Total external debt' 
Debt service payments! 

Interest payments 

Middle East 

Current account balance 
Total external debt1 
Debt service payments1 

Interest payments 

Western Hemisphere 

Current account balance 
Total external debt' 
Debt service payments1 

Interest payments 

By financial criteria 

Countries with recent debt-
servicing difficulties 

Current account balance 
Total external debt' 
Debt service payments1 

Interest payments 

Countries without debt
servicing difficulties 

Current account balance 
Total external debt' 
Debt service payments2 

Interest payments 

1 Excludes debt owed to the Fund. 

1982 

-2 1 .5  
160.0 

26.1 
14.6 

-27.2 
154.1 

20.3 
8.9 

-9.9 
98.0 
13.3 
6.6 

-5.7 
143.8 
22.8 
12.3 

-48.2 
145.3 

18.7 
1 1 .7 

-32.9 
269.9 

53.6 
32.6 

-34.3 
221.8 

37.4 
2 1 .9 

-9.0 
100.0 

15.2 
7.6 

1986 

-9.8 
206.8 

26.5 
13.9 

-14.7 
246.9 

28.0 
1 1 .9 

-5.4 
123.1 

16.6 
7.2 

-2.7 
172.3 
25.6 
10.8 

-24.5 
281 .6  

30.9 
18.7 

-15.2 
347.9 

44.9 
29.3 

-15.6 
306.2 

35.1 
2 1 .2 

-5.4 
1 3 1 .6 
20.0 

8.5 

1987 

-2.7 
193.2 
23.8 
10.9 

-6.4 
253.1 

23.5 
1 1 .0 

0.9 
106.2 

17.0 
5.9 

1 . 2  
177.3 

23.7 
10 . 1  

-9.6 
253.4 

26.2 
14.2 

-8.6 
345.7 

39.5 
21.8 

-6.7 
303.0 

30.2 
16.4 

1 1 8.4 
19.5 

7.2 

1988 

-3.1 
169.0 

22.9 
1 1 .0 

-12.7 
251.3 

25.7 
1 1 .5 

-0.4 
92.5 
12.9 
5.2 

8.2 
153.7 
23.3 

9.1  

-12.3 
239.5 

22.5 
12.2 

-7.9 
298.7 

46.3 
26.0 

-6.9 
271.6 

33.2 
18.0 

-0.7 
103.9 

16.4 
6.5 

2 Interest payments on total debt plus amortization payments on long-term 
exceptional financing items. Excludes debt service payments to the Fund. 

1989 

-3.8 
152.5 

18.8 
9.4 

-10.2 
240.5 

25.3 
1 1 .8 

-3.3 
80.9 
10.9 
4.8 

4.2 
146.7 
20.4 

8.8 

-4.5 
217.5 

25.3 
12.3 

-5.9 
272.2 

32.9 
19.6 

-6.1 
251.6 

25.6 
14.9 

-2.5 
92.3 
14.7 

6. 1 

1990 

-3.7 
146.9 

19.0 
9.8 

-9.4 
233.3 

27.3 
12 . 1  

-2.6 
78.3 
10.1 
4.4 

3.2 
146.9 

16.9 
8.0 

-7.7 
238.9 

25.9 
13.0 

-6.2 
254.7 

37.2 
23.1 

-6.3 
245.4 

28.4 
17.0 

-2.3 
89.5 
13.4 
5.6 

1991 

-3.8 
139.4 

19.7 
8.9 

-8.0 
226.0 

27.3 
12.0 

-2.3 
76.2 

9.5 
4.2 

0.4 
141 . 1  

17.3 
7.5 

-9.6 
249.5 

26.4 
12.8 

-6.4 
231.5 

43.0 
19.7 

-6.6 
230.9 

3 1 . 5  
15. 1  

-2.3 
87.3 
13.0 
5.4 

1992 

-3.4 
130.9 

16.8 
8.4 

-6.5 
222.0 

26.7 
12.1  

-1.4 
73.1 

9.6 
4.2 

-0.7 
135.8 

17.3 
7.4 

-10.4 
196.0 

19.4 
9.9 

-6.4 
216.0 

30.4 
18.3 

-7.1 
2 1 2 . 1  

23.9 
14.0 

-1.3 
83.9 
12.8 
5.2 

1995 

-2.0 
1 1  I .  I 

14.0 
6.9 

-3.3 
190.9 
22.6 
10.0 

-0.3 
63.3 

8.2 
3.5 

-1.5 
122.1 

16.6 
7.0 

-10.4 
187.3 

15.3 
8.4 

-3.7 
178.2 
24.8 
14.7 

-5.8 
181 .0  
20.5 
1 1 .8 

73.3 
10.4 
4.2 

debt only. Projections incorporate the impact of 
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Mcdium-Tenn Projection�: Baseline Scenario 

Table A53. Net Debtor Developing Countries: 
Scenario, 1972-95 

Output and Foreign Trade--Medium-Term Baseline 

(Annual changes. in percent) 

Averages' 
Average' 

1972-8 1! 1982-86 1986 1987 1988 1989 1990 1991 1992-95 

Net debtor countries 

Real GDP 4.7 3 .8  4.8 4.6 4.4 2.8 1 .8  4.2 5 . 1  
Export volume 3.5 4.0 6. 1 13.8 10.9 7.1 5 . 1  5.:2 7.0 
Terms of trade 3.3 -3.0 -1 1 . 2  -1.0 0.8 -1 .7 -0.9 0.4 
lmp<Jn volume 6.7 - 1 .4 -1 .3  7.5 10.8 9.1  3.9 5.0 7. 1 

By region 

Africa 

Real GDP 3.2 1 .6  2.3 1 .2  2.5 3.2 2.7 3.2 3.):! 
Export volume -0.6 -1 .9  8.6 4.2 - 1 . 5  2.7 3.4 2.7 
Term� of trade 6.3 -7.3 -25.4 0.5 -4.4 -1 .6  -1 .0 ....().-! 
Import volume 5.4 -1 1 .5 -7.1 -0.3 2.7 -0.5 1 . 1  -1.3 2.7 

Asia 

Real GDP 5.5 7. 1  6.6 7.8 9. 2 5.0 5.0 5.5 5.-1 
Export volume 8.7 7.0 10.9 20.9 15.9  10.6 9.7 7.8 !Ul 
Tenns of trade 1 . 1  -0.4 -5.7 0.9 0.3 0.8 -2.0 - 1  0 0.7 
Import volume 9. 2 5.4 -0.4 13.6 18. 1  14.6 6.3 6 . 1  8.2 

Europe 

Real GDP 4.3 3 . 1  4.4 2.4 1 . 2  -1.4 -3. 1 2.1 3.6 
Export volume 5.4 4.9 7.5 5.6 0.8 -0. 1 3.0 -1.7 
Terms of trade -1 .3  0. 1  2. 1 2.5 0.3 -3.1 -2.0 0.4 
Import volume 3.7 2.3 3.9 4.2 1 . 1  9.8 -1 .6 4.-1 5 6  

Middle East 

Real GDP 4.4 3.2 3.6 4.5 8.0 2.5 -0.9 3.7 5.5 
Export volume -3.7 5.4 15.6 18.4 9.8 4.2 -18.6 -7.1 15.-1 
Tem1� of trade 10.5 -8.2 -31.6 0.5 ....Q.6 7.7 6.3 0.5 -1.5 
Import volume 9.6 -4.7 -13.5 -2 .5 1 .5 -0.-1 ---1.8 -1 .0 9. 1 

Western Hemisphere 

Real GDP 5 . 1  1 .4  4 . 1  3.0 0.5 1 .6 -0.-1 3.6 5.5 
Export volume 2.5 2.4 -2.8 7.7 10.3 -1.8 -1. I 5.3 5.3 
Tenn� of trade 4.0 -4.6 -10.3 -2.0 -2.2 0.2 -3.7 - I .  I 0.2 
Import volume 6.4 -7.3 5.3 4.5 6.4 1 . 5  5.2 !U 6.0 

By financial criteria 

Countries with recent debt-
servicing difficulties 

Real GDP 4.4 1.5 3.5 2.5 1 .9  1 .6  -0.7 3.3 5.0 
Export volume 0.7 0.6 0.8 6.2 7.8 3.5 -0.3 2. 1 5.9 
Tem1� of trade 4.7 -5.1 -15.9 0 . 1  -2.2 0.5 -2.3 -0.7 -0.1 
Import volume 5.9 -8.2 -2.9 -0.1 5.5 3.0 0.3 4. 1 6.0 

Countries without debt-
servicing difficulties 

Real GDP 5.3 6.6 6.3 7 . 1  7.5 4.3 -1.7 5 . 1  5.2 
Export volume 8.0 7.2 10.6 19.6 13.0 9.3 8.4 7.0 7.6 
Terms of trade 1 . 2  - 1 . 2  -7. 1 -0.1 0.9 -1 .6 - 1 . 2  0.6 
Import volume 7.7 4.5 -0.2 12.4 13.8 12.4 5.7 5.5 7.6 

1 Compound annual rates of change. 
! Excluding China. 
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