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Conventions and Symbols 

A number of standard convention:. have been employed in arriving at the 
projection� in the report. It ha::. been a::.sumed that the average real exchange 
rate:. for the major currencies of a recent period (March 1990) will prevail 
through the end of the forecast period: that "'present .. policie::. of national 
authoritie� will be maintained: and that the average price of oil will be $17.65 
a barrel in 1990 and will remain constant in real term'> over the forecast period. 
These arc. of course. working assumption� rather than foreca<,l'>. and the 
uncertainties �urrounding them add to the margin'> of error that would in any 
event be involved in the report·� projection'>. The e'>tim<He'> and projections 
them::.elve., are based on �tatistical information available on or before April 17. 
1990. 

The folio"' ing wmbols have been used throughout thi'> report: 

to indicate that data are not available: 

to indicate that the figure is zero or les'> than half the final digit shown: 

between year:. or months (e.g .. 1989-90 or January-June) to indicate 
the years or months covered. including the beginning and ending year<, 
or month�; 

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

"Billion'' means a thousand million. 

Minor di�crepancies bet ween constituent figure-, and tot a b. arc due to 
rounding. 

* * * 

It should be noted that the term .. country .. U'>Cd in thi-, report doeo, not in 
all case'> refer to a territorial entity that is a state a\ untlcr-,tood b} international 
law and practice. The term also cover<, some territorial entities that are not 
<,tates but for which statistical data are maintained and provided internationall} 
on a �eparate and independent basi!>. 
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Preface 

The fWOJeCtion:-. ami analysi� contained in the World Lconomic Outloo/.. arc 
1 he product of a comprchen�ivc interdepartmental review of world economic 
development'> by the '>tuff of the International Monetary Fund. Thi., review i'> 
carried out biannually and draw:. on the information the Fund '\tafT gather:. 
through it'> regular and '>pccial con ... ullations with member countrie), a'> well a'> 
through it... econometric modeling technique:.. The project j., coordinated in 

the Rc..,earch Department and draw., on the ... pecialiLctl contribution:- of staff 
member., in the l-und'<> five Area Department'>, together with tho'>e of '>taff in 
the 1:. \change and Trade Relations anti Fi.,cal AlTair., Department�. The World 

Lnmomic Outloo/.. ha., been publi'>hed annually '>ince 19!{0 and biannual!� '>ince 
1984. 

An earlier ver.,ion of the material in thb report wa., the ba'>i'> for a di ... cu.,..,ion 
of the \vorld economic outlook b} the Funtl·., E\ecut1vc Board on April 11-

13. 1990. The pre-,cnt vcr�ion ha:. benefited from comment... made hy Executi\c 
Director ..... However. the description� of develnpmenh anti pollcie-. that the 
report contuin'>. a'> well a'> the projection-. for intll\ idual countrie'>. arc tho ... e 

of the l'unJ '>taiT and '>hould not he auributcd to I· \ecut1v e Director-. or the1r 
national authontie�. 
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Introduction 

The pace of world economic activity slowed last 
year to about 3 percent from an exceptionally rapid 
rate of 4 percent in 1988. The growth of output is 
expected to moderate further in 1990, to 2'14 percent. 
before picking up to about 3 percent in 1991. The 

slowdown reflects the restrictive monetary policies 
that have been implemented in most industrial coun
tries to deal with pressures on productive capacity and 

rising inflation. Output growth is expected to decline 
further this year in North America and the United 
Kingdom. but it is expected to recover in 1991. The 
slowdown would be considerably more gradual in 
Japan and the industrial countries of continental Eu
rope. where economic activity has been quite strong. 
The intensification of inflation appears to have been 
contained in most industrial countrie:>. and the rate of 
inflation is projected to decline �lightly this year and 

in 1991. However. high rates of capacity utilization 
and tight labor markets are generally expected to 

persist. even in some countries where unemployment 
rates remain fairly high. and the risk of renewed cost
price pressures remains significant. 

The growth of real GOP in the developing countries 
fell from 4 percent in 1988 to 3 percent in 1989. and it 
is expected to remain broadly unchanged in 1990 before 
recovering to 4'12 percent in 1991. This pattern of 
output growth reflects the recent and prospective 

implementation of stabilization policies in many de

veloping countries. It also reflects a less favorable 
external environment in 1989-90-including slower 
growth of world trade. the firming of international 

interest rates. and the weakening of primary commod
ity prices. Price performance has deteriorated sharply 

in several high-inflation countries. in contrast to the 
situation in a number of countries where �tabilization 
efforts have begun to bear fruit and inflation has been 

reduced. The average rate of inflation in the developing 
countries is projected to decline sharply in 1990 and 
1991. but this presupposes the firm implementation of 
stabilization programs in several large countries. 

The performance of the world economy in the period 

ahead is likely to be significantly influenced by a 
number of major development!) that have recently 

taken place or are in prospect for the next few years. 

The procc�s of integration in the European Community 
and particularly the scheduled completion of the �ingle 
market in 1992 arc expected to bOO!>l investment and 
output in Europe and could have important ramifica
tions in other areas as well. The prospect of funda
mental economic reforms in the countries of Eastern 
Europe and in the Union of Soviet Socialist Republic-, 
suggests that economic performance in the:.e countrie� 
could improve substantially over the medium term. 
although economic activity and employment are lil-.el� 
to be weak during the initial stage of the reform:.. 

Moreover, the reduction of international tensions that 
has accompanied recent political developments in these 
countries has raised the hope that worldwide cuts in 
defense expenditures might improve the scope both 
for deficit-reduction in some countries and for increas
ing government spending in critical area:.. The analysb 

presented in this report. however. sugge�t� that the 
budget savings resulting from such reductions. al
though not insignificant. may not be very large over 
the short to medium term. 

It should be stressed that the projections presented 
in this report do not take into account the possible 
consequences of monetary and economic unification 
between the Federal Republic of Germany ami the 
German Democratic Republic. although the�e issue:-. 
are explored in a preliminary way in the box in Chap
ter V. l t  is very difficult at this stage to gauge the 
possible impact of these developments with any degree 

of precision. but it is clear that they could have 

important regional and global repercussions. Within a 

unified Germany, government spending. pnvate In
vestment. and productivity would rise con-,iderably. 

and the pressure of aggregate demand on productive 

resource� would intensify. Pressure on price� coupled 
with a higher real rate of return on capital would mean 
higher real interest rates. a prospect that appear� to 
have been reflected in recent financial market devel
opments. Germany's demand for imported goods would 
rise. stimulating production in those countries where 

unused resources are available, but the rise in real 
interest rates could lead to some crowding out or 

investment and rising demand could put pre!>�urc on 

price� where productive capacity i� fully utiliLed. 
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INTRODUCTION 

The prospective evolution of the world economy 
will depend crucially on the stance of policie:.. A-, i-, 
customary. the !)taffs projection� for the indu!)trial 
countries are based on the assumption of unchanged 
policies. This assumption implies the continuation of 
restrained monetary policies aimed at containing ex
isting wage/price pres<>ures. It also implies that the 
policy of fiscal consolidation will continue-and in 
some cases will be strengthened-thus helping to 
sustain :.avings rates in the industrial countrie!). l n  
general. re�trained macroeconomic policies appear to 
be a critical requirement for sustained growth in the 
industrial countries. A shift toward expansionary pol
icies out of excessive concern for the near-term growth 
outlook in certain countries could lead to a resurgence 
of inflationary pressures, require a more severe tight
ening of monetary policy at a later stage, and threaten 
the sustainability of the expansion. 

Of course, economic performance in the industrial 
countries. and therefore in the world economy. could 
be improved by adopting more ambitious policies than 
those assumed in the baseline projections. ln partic
ular, the implementation of a monetary strategy aimed 
at progress toward price stability would increase con
fidence in economic policies and bring about lasting 
efficiency gains that are likely to exceed the transitory 
costs of disinflation, perhaps by a substantial margin. 
A tighter fi�cal policy in those countrie:. that are 
currently experiencing relatively high rates of inflation 
would reduce the burden now borne by monetary 
policy in containing price pressures. More broadly. a 
more aggressive plan to strengthen the public fi
nances-particularly in those countries where fiscal 
deficits remain high, such as the United States, Canada. 
and Italy-would help to lower interest rates. increase 
national saving, and make room for investment in both 
domestic and foreign assets, and therefore raise po
tential GNP. Lower interest rates also would help to 
reduce the debt burden of the developing countries. 

Economic performance in all industrial countries 
could also be enhanced through more forceful action 
in the area of structural policies. For example. the 
high rates of unemployment that persist in several 
countries of Europe in spite of an unusually long 
economic expansion could be significantly reduced by 
removing the distortions affecting labor markets. More 
generally. a higher degree of wage and price flexibility 
would help to minimize the transitional costs of bring
ing down inftation from its present levels. In the area 
of trade policy, continued efforts to counter protec
tionism and foster a more open trading !)ystem are 
essential to sustain the expansion of world trade and 
to help the adjustment efforts of the indebted deve
loping countrie�. lu thi connection. the succe!)sful 
conclusion of the Uruguay Round of trade negotiations 

2 

by the cnu of 1990 would be an achievement of major 
importance. a� it would bring about substantial effi
ciency gain!) for the world economy and reduce fric
tions among trading partners. 

The large current account imbalances that emerged 
during the 1980s in many industrial countries. and 
particularly in the three largest countries. have raised 
concerns about sustainability and possible adverse 
reactions in financial markets. ln  the past few years. 
however. the surplus of Japan and the deficit of the 
United States have declined substantially. The !)Urplu!) 
of the Federal Republic of Germany has continued to 
increase and is projected to remain large on the basis 
of current policies and real exchange rates. However, 
if domestic demand. especially investment. increases 
sharply as a result of reunification, Germany's surplus 
could diminish considerably. Given the continued need 
for saving in the developing countrie!)-and the addi
tional needs a:.sociatcd with reform in Eastern Eu
rope-this prospect underscores the importance anu 
the urgency of dealing with external imbalances by 
increasing saving in the deficit countries rather than 
by reducing saving in the surplus countries. 

The situation in most of the heavily indebted de
veloping countries remains extremely difficult. and the 
projected improvement in economic performance over 
the medium term depends critically on the assumption 
that stabilization and adjustment programs will be 
implemented more effectively. A number of developing 
countries have adopted improved domestic policies in 
recent years. but in several highly indebted countries 
in the Western Hemisphere and in Europe, the costs 
of earlier policy slippage are now evident. It is essential 
that these countries follow more restrictive financial 
policies in order to reverse the recent trend toward 
chronic inflation with its attendant costs and to restore 
the environment of confidence and stability that is 
required to encourage investment and growth. More 
generally, struct1.1ral policies in the developing coun
tries need to be strengthened considerably to improve 
the efficiency of resource use and to increase the 
flexibility of these economic�. 

Strong domestic adjustment measures in the heavily 
indebted developing countries remain the key to 
achieving sustained growth and balance of paymenb 
viability over the medium term. As recognized in the 
Brady initiative, however, a degree of debt or debt 
service reduction may also be needed i n  order to 
increase the incentives for adjustment and investment 
and to improve business confidence. So far. debt 
reduction arrangements have been reached only by 
Mexico and the Philippines. although Costa Rica. 
Morocco, and VeneLuela have reached agreements in 
principle with their creditor:.. The generally �low 
progress of negotiations ha� been di!)appointing and 
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could mean a substantial delay in the restoration of 
growth in some highly inc.lebted countries. Paris Club 
creditors have continued to provide debt relief in the 
form of concessional terms on the official debt owed 
by the low-income countries of sub-Saharan Africa. 
but this reduced debt service payments in 1989 only 
marginally. Looking ahead. achieving higher growth 
in the indebted countries will require that markets in 
the industrial countries remain open. that the supply 
of world saving be sufficient to ensure a lasting decline 
in world interest rates. and that official financial as
sistance to Eastern Europe does not lead to a reduction 
in the financial resources provided to the developing 
countries. 

The comprehensive structural reforms that are un
derway or planned in several East European countries 
are essential to bring about a substantial improvement 
in living standards in that region. However, the tran
sition from a centrally planned form of economic 
organization to a more market-oriented economy is 
likely to involve significant short-run adjustment costs. 
as re�ources are reallocated in response to relative 
price signals that reflect more clearly supply and 
demand conditions. The process of reallocation will 
be greatly facilitated if it is accompanied by monetary 
and fiscal policies that reduce actual or suppressed 
inflationary pressures and help to foster the stabl.e 
economic environment needed for sustained economic 
growth. 

The present repon i� organized as follows. Chap
ter I reviews recent developments in the world econ
omy and presents the staffs projections for 1990 and 
1991 for both industrial and developing countries. 

Introduction 

Chapter 11 presents the staffs medium-term baseline 
scenario for the industrial countries and alternative 
scenarios aimed at analyzing two imponant policy 
issues: the consequences of a concerted program to 
achieve price stability in the industrial countries: and 
the possible impact of prospective cuts in defense 
spending for the industrial economies in general and 
for the fiscal position of the United States in particular. 
Chapter I l l  examines a number of key policy issues 
in the industrial countries. It argues the case for price 
stability as the principal objective of monetary policy, 
evaluates medium-term trends and prospects for fiscal 
consolidation with particular emphasis on the role of 
social security funds, and discusses several interpre
tations of the emergence during the 1980s of large 
current account imbalances in the industrial countries. 
This chapter also reviews the prospects for economic 
integration within the European Community and ex
amines major policy issues in individual industrial 
countries. 

Chapter I V  presents the staffs medium-term baseline 
scenario for the developing countries. ll reviews the 
recent experience with inflation, analyzes the causes 
and consequences of accelerating inflation. and stresses 
the critical importance of adjustment programs designed 
to restore macroeconomic stability, particularly in the 
high-inflation developing countries. Chapter V de
scribes the comparative economic performance of Ea�t
ern Europe and the Soviet Union since the second 
World War. Against thi� historical background. the 
chapter discusses the impetus for market-oriented re
forms now proposed or under way. and some of the key 
issues that arise in the implementation of these reforms. 

3 
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Chapter I 

Current Situation and Short-'ferm Prospects 

Stance of Policies 

/m/11.\tria/ co11ntries. The pace of economic ex
pan-;ion slowed during the pa..,t year-and is ex
pected to moderate further in 1990--reflecting the 
high level.., of capacity utiliLation attained in 1988 
together with the anti-inflationary '>lance of mac
roeconomic policies. Short-term mtere'>t rates have 
ri-,en -,ub-,tantially in mo'>t countries as monetary 
policy ha� been tightened (Chart I ). The growth of 
monetary aggregates in the major industrial coun
trie!:> hal> been continuously reduced since the first 
quarter of 1987. except for a brief period following 
the global stock market decline in October 1987 
(Chart 2>. There have been significant differences 
in the timing and degree of rc..,traint among coun
trie .... Monetary condition-. "'ere tightened first in 
the United States in early 1987. and later that year 
1n Canada and Italy. Short-term interest rates con
tmued to increase in 1988 in North America. and 
they ro..,e particularly sharply in the United Kingdom 
in the latter half of the year. In 1989. monetary 
conditions were eased somewhat in the United 
States. but they were tightened significantly in the 
Federal Republic of Germany. Japan. and most 
other countries. 

The impact of monetar) re'>traint on aggregate 
demand hao; been reinforced by the continued con
'>olidation of budgetary posit ion..,. In 1990-9 I .  the 
'>hifl in n ... cal balances i ... expected to imply a further 
..,)ight v. ithdrawal of ..,timulu'> in most countries. 
though to a lesser extent than in recent year!:>. <Sec 
Table.., A 16-A 17 in the Statistical Appendix.) An 
important exception is the Federal Republic or 
German}. where fiscal policy in 1990 is expected to 
be cxpan..,ionary owing to a cut in personal income 
ta\.c.., as pan of the third and final phase of tax 
n:form. in combination with incn.:a..,ed outlays as
-.ociated "ith immigration from the German Dem
ocratic Republic and Eastern European countries. 

De,·elopinR cmmtrie�. Many developing countries 

4 

pur:-.ued relatively cautiou� financial policies in 19R9. 
Several Asian economics (including the Philippine�. 
Taiwan Province of China. and Thailand) have 
recently tightened monetary policy in an effort to 
reduce inflationary pre-:,:-.urc following several year., 
of extremely rapid grO\\ th. China·., economic poli
cic-, al'>o have been tightened -,ub..,tantiaJiy in order 
to curb inflation. In other regions. stabiJiLation 
effort':> continued in a number or countries in 198� 
R9-including Bolivia. Ghnna. and Mexico-and 
::.ubo;tantiul policy tightening has recently been im
plemented in Argentina. BraLil. Cote d"Ivoire. Po
land. and Venezuela, but many other countries have 
made little or no progres-, toward adjustment. 

During 1989 some countrie-. continued to suffer 
from Ia \ financial policie'> and as a result experi
enced a ')harp worsening of inflation performance. 
For example. in Argentina. Brazil. and Peru. �lip
pages in the implementation of stabilization pro
grams were a major obstacle to the resumption of 
sustained growth over the medium term. The !:>hort
run output performance in ':>Ome of these countries 
(Bra7il and Yugoslavia. for example) was slightly 
stronger than it would have been if more cautious 
policies had been pursued. but this involved '>en
ous co..,ts in terms of rhing inOationary pres<;ures 
and continued delays in implementing the \truc
turcll reforms that arc ncce..,..,ary to sustain gro"'th 
in the longer run. In vicv. of the unsustainability 
of current inflation trend'> 111 this group of coun
trie-.. the staff's projections assume that the stabi
liLation programs recently put in place in Argen
tina and Brazil will be firmly implemented so as to 
reduce inflation and reo;ton: growth over the next 
few years. In the aggregate. financial policies in 
the developing world arc expected to be tighter in 
199�91 than in 1989: e.\ternal prospects. includ
ing the unfavorable outlook for commodity prices. 
the high level of international interest rates. and 
the dearth of financing ... uggest that there is little 
-;cope for a relaxation. 
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Chart 1 .  Major Industrial Countries: Short· and 
Long· Term interest Rates 
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1 See Statistical Appendix Table A 15. note :!. for the definition 
of short-term intere�t rates. 

' 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 re�pective GNP> in 1988. 

' See Statistical Appendix Table A 15. note 3. for the definition 
of long-term interest rates. 

• Difference between the long- and ;hon-term rate1> !>hown in the 
upper panels, except that. fort he Uni1ed States and United Kingdom. 
three-month treasury bill rates arc u;ed as short-term rates. 

Economic Activity, Capacity Utilization, 
and Employment 

I n  generaL the staffs projections are broadly 
similar to those presented six months ago. but the 
revisions point to a somewhat weaker picture in 
1990 (sec Table I). Indeed, the rate of expansion of 
the world economy in 1990 could be the lowest 
since 1 982, but there are no indications that the 
slowdown will be nearly as severe as in  1982, when 

Economic Activity 

Chart 2. Major Industrial Countries: Growth of 
Nominal Money and GNP' 

(Percent change from four quarters earlier) 
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1 Compo�ites are aven1ges of percentage change� for individual 
countries weighted by the average U.S. dollar value of their 
respective GNP� in 1988. 

� See Stmi<.tical Appendix Table A 14. note 4. for the definition 
of broad money. 

1 Sec Statistical Appendix Table A14. note 3, for the definition 
of narro" mone} . 

world output rose by only 0.5 percent. l n  the 
industrial countries. the projections envisage a con
tinued moderation of growth. coupled with �orne 
deceleration of inflation. For the developing coun
tries taken as a group, economic growth in 1 990 is 
likely to remain broadly unchanged from last year. 
But while improved prospects are foreseen for Asia, 
per capita output in other regions is likely to stagnate 
or decline. 

Substantial downward revisions have been made 
to the growth projections for developing countries 
in Europe and the Western Hemisphere, where 
inflation has increased sharply and economic per
formance has continued to deteriorate. The largest 
revisions to growth in 1989 occurred in the group 
of Eastern European countries that arc not members 
of the Fund (the Union of Soviet Socialist Republics, 
the German Democratic Republic. Czechoslovakia. 
and Bulgaria). The near-term economic outlook for 
this group has also worsened significantly. even 
though the economic reforms that have been imple
mented or arc contemplated in these countries 
should establish a basi') for stronger petformance in 
the longer run.' 

1 Recent c.Jevdopmcnts in the centrally planned economic� 
arc discussec.J in Supplementary Note 1. and an overview of the 
economic i-.�ue� facing these countries is contained in Chapter 
v. 

5 
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Table I. Comparison of Current Estimates with 
October 1989 World Economic Outlook Projections 

(Annual clwnge� in pt:rcent. unle�� otherwise noted) 

World output 

Industrial counlne' 
Developing c.:ountrie� 

Fuel exporters 
Non-fuel exporters 

Other countries' 

World trade 

Volume 
Export prices of 

non-fuel commod1t1es� 
(in U.S. dollar�) 

Oil prices' 
Cin U.S. dollar�) 

Inflation• 

lndu�trial countrie� 
Developing countries 

Six-month L1 BOR 
(in percent) 

Current E�llmate� 

Differences 
from 

October 
198() 

E<>timatc� 

1988 1989 1990 1991 1989 1990 

4. 1 3.0 D 3.1 -0. 1  - 0.6 

4.4 3.5 2.7 ::!.9 - 0.2 
4.1 3.0 3.2 4.5 -0.2 -0.8 
2.8 3 . 1  3.7 3.9 0.5 0.-1 
4.7 2.9 3.0 4.6 - 0.4 - 1.:! 
I.R -().4 -1.7 2.0 - 2 . 1  -3 . .5 

9 . 1  7.2 6.6 'i.8 0.3 O.'J 

18.2 - 1 .9 - 10.1 2. 1 -0.2 -2.1 

-20.5 2 1 . 4  2.7 3.6 �.9 0.5 

.u 4.4 4.2 3.6 -0.1 0.3 
70.5 104.1 71.0 1 4.3 18.6 34.7 

tU 9.3 8.6 8.3 -0.2 -0.4 

Note: The current prqjection� a�\ume con�tant real effective 
exchange rates from the average level prevailing in March 1990. 
Thi\ a��umption implic� a real effective depreciation of !he U.S. 
dollar by 'ome '/�percent relalive to the October 1989 e�timate,. 

1 U.S.S.R. and Eastern European countries 1hat are no! 1-'und 
member:.. 

� Non-oil commodit} price:. utiliLe developing country export 
WCights. 

' Simple average of U.K. Brent. Dubai. and Ala�kan North Slope 
'pot crude oil price�. 

"Consumer prices: weighted average. 

Industrial countries. Overall. real GNP growth in 
the industrial countriec; is projected to moueratc to 
2Y.I percent in 1990, compared with 31J� percent in 1989 
and 4!1: percent in 1988. before rebounding to 3 percent 
in 1991. Compared with the last few years. thi� would 
imply that output growth in most countrie� would be 
more clo�ely in line with the underlying rate of growth 
of productive capacity. Economic activity already has 
moderated significantly in North America and the 
United Kingdom. but growth has remained <strong in 
Japan and continental Europe (Chart 3). 

In the U nited Stales. the growth of real GNP 
moderated from 41J� percent in  1988 to 3 percent in 
1989 and is expected to slow to only I% percent in 
1990 before recovering to 2Y� percent in 1991.1  The 

expansion of domestic demand �lowed significantly 

l AdjU'\ling for the impac t of the drought in 1988. the gro\\lh 
of real G N P  wall 5 percent in 1988 and 2'/" percent in 1989. 
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during 1988 and 1989 as the growth of residential 
construction and bu�ine�:- investment weakened in the 
face of tighter monetary condition:-.. The rise in real 
net exporb also dimini�hed in 1989. partly a� a re�ult 
ol' the appreciation of the U.S. dollar. In 1990-91 .  the 
real foreign balance is expected to deteriorate. even 
though the expan-;ion of dome'itic demand i-; expected 
to be slower in the United States than among its major 
trading partners. In Canada, the growth of GOP slowed 
sharply from 5 percent in 1988 to about 3 percent in 
1989, mainly because of a deterioration in the trade 
balance that reflected in part the real appreciation of 
the Canadian dollar since 1986. I n  1990, the full effect 
of monetary restraint is expected to be felt. and the 
expansion in output i� projected to drop to only 1 1/� 
percent. as the external position stabilizes. In 1991. 
growth is forecast at some 3 percent. 

In Japan. growth remained very strong in 1989 at 
nearly 5 percent. on the basis of buoyant domestic de
mand. Business fixed investment surged by 17-% per
cent. reflecting a desire to shift to a more technology
intensive. labor-saving capital stock in a situation 
of high resource usc (Table 2). Real GNP growth is 
projected to moderate only slightly to 41/� percent in 
1990 and 4Y4 percent in 1991 . Business fixed investment 
is anticipated to slow markedly owing to the completion 
of stock adjustment and softening in corporate profits. 
but would still increase at a relatively rapid pace. 
Private consumption is expected to show steady growth 

Table 2. Industrial Countries: Output and 
Demand in Real Terms, J987-9J 

(Annual percentage change. in con�tanl price�) 

Staff 
Projection\ 

19&7 1988 1989 1 990 1991 

Con�umer expenditure �.4 3.7 3.0 2.7 2.6 
Public con�umption ::!.0 t.-1 :!.0 I.R 1.7 
Gross fixed mvestment 5.0 1:!.2 5.5 3.-1 4.0 

Final domc�tic demand 3.6 4.4 3.6 :!.8 2.8 
Stockbuilding' 0.2 0.2 -().2 ().I 

Total dome�llc demand 3 X 4.6 3.6 :!.6 2.8 
Exports of goods and �ervice� :!.X 5.0 10.0 6.1 6.0 
Imports of good� and �ervic:c� 9.7 lU 10.8 7 . 1  5.6 

Foreign balance' -0.4 - 1!.3 - ll.3 
Real GNP 3.5 -U 1.5 2.7 :!.9 

Memorandum 

Bu�mes' investment= 6.5 1 1 .6  8. 1  4.5 4.t 

C;mada II  I 18.9 R.2 4.5 5.9 
united States 3.9 1!.4 3.-1 1.5 3.1 
Jap:m 8.:! 15.5 17.8 9.6 5.5 
France 4.8 t0.5 4.9 6.R 6.0 
Germany, Fed. Rep. of 4.:! 7.3 8.6 6.0 4.8 
ltalv 10.4 1 1 .2 6.7 5.7 4.9 
United Kingdom 14.2 20.2 7.0 t.R 0.2 

1 Change� cxpre�sed a� a percent of GNP in the preceding year. 
� 19R8 GNP weight�. 



©International Monetary Fund. Not for Redistribution

Economic Activity 

Chart 3. Major Industrial Countries: Real Output and Total Domestic Demand 
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broadly i n  line with income. Following several year� 
of a declining trend. real net exports arc rrojcctcLI to 
remain fairly �table in 1990-9 1 .  as the ctTects of the 
relatively rapid expansion in domestic demand nnd the 
continued shirt to overseas production by Japanese 
manufacturers offset the lagged effects of the weak
ening of the yen in 1989. 

Japan 
12 
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In the European Community. growth ;tlso remained 
�trong in 1989 at 31/� percent. down :-lightly from the 
pace in 19RR. ln 1 990-9 1. GNP growth for the Com
munity as a whole is expected to moderate to 3 percent. 
rcnccting the effect:- of higher real intere-,t rate� and 
lower income growth on inve.,tment and con�umption. 
Growth in the Federal Republic of Germany. France. 

7 
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and Italy b expected to be �u�taincd in the range of 
2%-31/� percent in both 1990 and 1991. I n  Germany. 
the compo�ition of demand i� projected to �hift from 
inve�tmcnt toward consumption. particularly in 1990 

because of the scheduled cut in personal income taxes. 
The rise in Germany·., net export�. which boo�ted 
GNP growth by % of a percentage point in 1989. i�> 
likely to be very small in 1990-91 reflecting, in part, 
the high share of capital goods in German exports 
along with the expected �lowdown in busines� invest
ment in trading partners and the recent appreciation 
of the deutsche mark.3 In the United Kingdom, the 
sharp slowdown in demand and output growth that 
occurred in 1989 is expected to continue in 1990; GDP 
is projected to expand by only I percent this year, 
before recovering in 1991. 

The general rise in interest rates in the majo1 
European countries has affected monetary condition� 
throughout the area and is expected to lead to a 
moderation of demand growth also in the smalle1 
Community countries in the period ahead. In several 
case�. notably Belgium. Ireland, the Netherlands, 
Portugal. and Spain. the prqjected decline in growth 
to more sustainable rates seems to be required in order 
to contain the inflationary pressures that emerged in 
1988-89. Denmark b expected to continue to experi
ence growth well below potential as a result of the 
tight policies implemented in recent years to alleviate 
serious domestic and external imbalances. Among the 
remaining industrial countrie". a sharp deceleration in 
growth is expected in Au tralia. where a significant 
tightening of monetary conditions in the face of inten
sifying inflationary pressures is projected to result in 
a harp decline in the expansion of domestic demand 
in 1990; in 1991. output growth is expected to recover 
to a sustainable pace. A similar pattern is envisaged 
in Austria. Finland. Norway. and Switzerland. al
though the slowdown in 1990 would be considerably 
Jess pronounced. In Sweden. aggregate demand has 
continued to expand at a rapid pace. even as capacity 
constraints have emerged: while some slowdown is 
expected thi� year. output growth will probably con
tinue to weaken through 1991. In New Zealand output 
recovered in 1989 from a recession in 1988 and appears 
set to expand at a steady. albeit moderate. pace in 
1990-91. 

In mo�t of the major industrial countries. rates of 
capacity utilization in the manufacturing sector have 
risen to their highest levels since the previous cyclical 
peak in 1979-80, but some evidence of a recent easing 

' It should be stre-.�ed that the projection� do not take into 
account the possible consequences of monetary and economic 
unification between the German Democratic Republic and the 
Federal Repuhlic of Germany. Some of the possible economic 
consequences of Gemwn unification are discus�ed in the box in 
Chapter V .  
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Chart 4. Major lndustrial Countries: Capacity 
Utilization• in Manufacturing 
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' These indices provide an indication of the evolution over lime 
of capacity utilization within individual countrie�. Because of dif
ferences in concepts and coverage. however. these indices may not 
be reliable indicator� of differences in capacity utilization among 
countries. 

1 Percentage of lirms operating at full capacity. 

is now apparent in North America and the United 
Kingdom (Chart 4). Labor market condition� also have 
tightened markedly in recent year� as illustrated by 
the movements of unemployment and unfilled vacancy 
rates (Chart 5). although differences in productivity 
performance have resulted in marked differences in 
employment growth among countries. 

l n  several major industrial countries. unemployment 
rates remained remarkably stable in 19g9 at levels that 
arc broadly con�i-;tent with current estimates of the 
natural rate of unemployment: in the United State:-. 
the unemployment rate has remained at 5V4 percent of 
the labor force: in Japan. at 2V4 percent: in Germany, 
at 7 percent; and in Canada. at 71/� percent. In ')everal 
other countries. including France. Italy. and Spain. 
unemployment rates. although declining, remained at 
historically high levels. In the United Kingdom. the 
unemployment rate continued to decline throughout 
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Chart 5. Major Industrial Countries: 
Unemployment• and Vacancy Rates2 

J2 r-----------------------------------, 130 
North America 

I I 0 

90 

70 

50 

2.0 

1.5 

1.0 

1.5 0.5 

() 
IIJ70 7� 74 711 7K l\0 X� l\4 Xll X!\ 

12 
Three European Counlncs � :to 

10 2.5 

8 2.0 
llm•mtJio\mt�m rmf 

6 lh•/fSttll<·• 1.5 

4 1.0 

2 0.5 

() () 
197() n 74 76 71\ K!l X� lt4 �6 XX 

Source: Organization for Economic Cooperation and Develop· 
ment. Main Economic IndicatOr\; and World J::nmvmic 0111/ook 
database. 

' l n  percent of labor force. 
! For the United State<> and Canada. an index of help-wanted 

advertiJoing ( 1985 = lOll) .  For other countrie'>. unfilled vacancies 
expressed as a percent of labor force. 

• The Federal Republic of Germany. the United Kingdom. and 
France: composites arc average� for individual counrrie\ weighted 
by the number of persons in the labor force i n  1985. 

1989. from 7 percent in January to 5Y� percent in 
December. a level that appears to have contributed to 
inflationary pressure:.. I n  all the major industrial coun
tries unemployment rates edged lower in the fir'>t 
quarter of 1990. 

The projected moderation of demand growth in 1990 

and the strength of business investment in the past 
few year<; should help to alleviate the tight <;upply 
conditions in many industrial countries. However. 

Economic Activity 

questions remain as to\\ hether the monetary lightening 
of the last two years has been sufficient to bring 
inflation under control. thereby avoiding the need for 
further tightening and the !>Cquencc of events that 
characterized the final stages of prcviou-. postwar 
expansions (sec Box). There are also que<,lions about 
whether the monetary tightening that already ha� 
occurred might result in significantly weaJ..er growth 
than anticipated. particularly in the United State-.. 
where heavy reliance of the corporate ::.ector on debt 
rather than equity capital may have left the economy 
more vulnerable to higher intcrc�t rates. 

De1•e/oping countries. After slowing from 4 per
cent in 1988 to 3 percent in 1989. the growth of real 
GOP of the developing countries is expected to 
remain broadly unchanged in 1990 before recovering 
to 4V� percent in 1991. This pattern rctlects a move 
toward tighter financial policies in many developing 
countries as well as a les� favorable external environ
ment-including slower growth of world trade. the 
firming of international interest rates. and the weak
ening of primary commodity prices (excluding oil). 
Moreover, progress in tlcbt negotiations has been slow. 
and debt reduction schemes so far have benefited only 
a few countries. 

In the developing countries of the Western Hemi
sphere, output expanded by I percent in 1989. some
what more than anticipated. In Mexico. far-reaching 
structural reforms. cautious macroeconomic policies. 
and the prospect of a lower debt �ervicc burden 
(achieved partly through tlcbt reduction) appear to 
have boosted business confidence and contributed to 
a revival of investment and a significant expansion of 
non-oil exports. In Chile, buoyant domestic demantl 
and strong exports contributed to a rapid expansion 
in output. In Brazil. output expanded modestly in 1989. 

but policy slippages resulted in a sharp acceleration 
of inflation, which ha� made the task of economic 
adjustment even more difficult. l n  Argentina and Peru. 
output fell sharply as inflation accelerated to four-digit 
annual rates. 

Economic activity in the Western Hemisphere is 
projected to strengthen only marginally in 1990. Output 
growth is expected to begin to recover in Venezuela. 
to :.trcnglhen in Mexico. and to remain fairly strong 
in Chile. but the ncar-term outlook for Argentina and 
Brazil is considerably less favorable. If stabilization 
efforts are strengthened-as is assumed in the fore
cast-economic activity in these countries coultl begin 
to pick up in 1991. raising the average growth rate for 
the Western Hemisphere to 41/� percent. 

In Africa. output growth firmed modestly in 1989, 

but the base of thi!> recovery was narrow. Boosted by 
strong oil exports. growth picked up significantly in 
Nigeria: and in Algeria. the expan!>ion of economic 

9 
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The Current Expansion in Perspective 

The late stages of cyclical expansions in the industrial 
c.ountries have oflen been characterized by an acceleration 
of wage and price inflation and a subsequent tightening 
of monetary policy. In an environment in which expec
tations about inflation had been allowed to rise, the 
monetary tightening generally resulted in a sharp rise in 
interest rates. an unanticipated drop in aggregate demand, 
involuntary inventory accumulation, and ultimately a 
reduction in output and employment. To a limited extent. 
this cyclical pattern has been manifested in the current 
expansion, as activity has begun to slow following a 
period of rising inflation and interest rates. However, 
current staff projections suggest that. in contrast with 
previous cyclical episodes, inflation will tend to stabilize 
and economic growth will be sustained. It may therefore 
be useful to compare the behavior of certain key variables 
in the current expansion and in earlier cyclical upswings 
in order to clarify the basis for the stafrs view that the 
current expansion will continue. 

Chart 6 presents a comparison of the expansions of the 
early 1970s, late 1970s, and 1980s for the seven major 
inr!ustrial countries.• The current expansion is now en
tering its eighth year and is by far the longest in the post
World War II period� the two earlier recoveries ended in 
their third and fiftti years. respectively. As can be seen 
in Chart 6, the rate of increase in both wages and prices 
has been much lower in the current than in the two 
previous expansions. To some extent. the greater degree 
of wage restraint in the 1980s may be attributed to 
relatively slack labor markets as indicated by the much 
higher rate of unemployment in the current expansion, 
although this mainly reflects a large carryover from the 
1970s. In addition, the improved functioning of labor 
markets as a result of structural reforms. together with 
lowered inflation expectations owing to the enhanced 
credibility of monetary policy, may also have played an 
important role. The pickup in productivity growth from 
the middle of the fourth year of the current recovery
which has largely been sustained-is also uncharacteristic 
of postwar expansions. 

Another major difference between the curTent expan
sion and those of the 1970s has been the behavior of 
commodity prices. The earlier expansions were accom
panied by adverse external terms-of-trade shocks pri
marily reflecting sharp increases in world oil prices. By 
contrast, the terms of trade of the industrial countries 
improved during the 1980s and particularly in 1986 when 
world oil prices were halved; in that year alone the income 
gain to the seven major industrial countries was equivalent 
to $ 1 1 5  billion, or about I Y. percent of their combined 
GNP. In addition to the direct income gain. declining 
commodity prices helped to dampen price pressures in 
the major industrial countries. Of course, the weakness 
of commodity prices, coupled with relatively high real 
interest rates and external financing constraints resulting 
from the debt crisis, damaged the growth performance of 

' The lhree recoveries followed cyclical trousbs io lhc fourth 
quar1cr of 197t. first quarter of 1975, aod fourth quarter of 1981. 
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the developing countries i n  the 1980s compared with the 
preceding decade. Nonetheless, the ab ence of major 
adverse price shocks in the industrial countries in the 
1980s contributed to a stable economic environment that 

also benefited the developing countries through a generally 
steady expansion in the volume of world trade. 

Perhaps the most important distinguishing feature of 
the current recovery has been the stance of economic 
policies. In light of difficulties in controlling the growth 
of government expenditures and inflation in the 1970s. 
and in recognition that structural rigidities in the industrial 
economies. particularly in labor markets, had slowed 
adjustment to the commodity price shocks in the 1970s. 
the industrial countries adopted a new economic strategy 
at the beginning of the 1980s. The new strategy reoriented 
policies toward the medium-term objective of sustained 
growth with a measure of price stability. This goal required 
both a considerable tightening of monetary policy in the 
early 1980s in order to bring down inflation and. in some 
countries. a substantial reduction in public sector deficits 
to contribute to a climate of confidence and stability and 
to make room for private inve tment. 

The relatively more cautious stance of macroeconomic 
policies of the 1980s resulted in a relatively gradual return 
to high rates of capacity utilization, and thereby tended 
to prevent an acceleration in wages and prices. Several 
industrial countries engaged in a process of fiscal con
solidation and followed relatively restrained monetary 
policies during the recovery. As output accelerated later 
in the current expansion. monetary policies were tightened 
at a relatively early stage, helping to contain expectations 
about inflation. Moreover. improved techniques of inven
tory control appear to have kept stock/sale ratios at 
relatively low levels. thus reducing the need for sharp 
cuts in production in response to a policy-induced slow
down in demand. This more cautious stance on the part 
of the monetary authorities. combined with a relatively 
low aggregate level of government saving in the major 
industrial countries. were important factors contributing 
to higher real interest rates than in previous expansions. 

The comparison of the present expansion with those 
of the 1970s indicate� that inflation control is essential to 
sustain the growth in output over the medium term. 
Previous expansions were brought to a halt as a conse
quence of the need to deal with an overheated economy. 
Given the change in economic strategy that has taken 
place, and on the assumption that restrained monetary 
and fiscal policies will be pursued. the prospects for 
continued economic expansion in the industrial countries 
would appear to be fairly good. These prospects would 
be enhanced if potential output were to expand at a 
somewhat faster rate owing to technological developments 
in areas such as information processing and telecommu
nications. ecooomic integration in certain regions. and 
structural reforms. At the same time. the outlook is not 
without risks. In particular. high levels of government 
debt-and in some cases of private debt as well-clearly 
constitute an element of vulnerability in many countries. 
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Chart 6. Major lndustrial Countries: Comparison of Expansions• 
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activity resumed after two years of contraction follow
ing the decline in oil prices in 1986. ln large parts of 
�ub-Saharan Africa, however. output performance re
mained unsatisfactory. With cocoa and coffee account
ing for some 40 percent of agricultural exports from 
the region, export earnings have fallen sharply as a 
result of last year's marked decline in prices for these 
commodities. Adverse external developments have 
had serious implications for economic activity and 
macroeconomic stability in the region. and output 
contracted in 1989 in a number of countries. ln Cam
eroon. the impact of lower commodity price!> wa!> 
exacerbated by a decline in oil production. and real 
GDP has dropped by almost 18 percent during the past 
three years. 

In Ghana, and more recently in Madagascar and 
Uganda, a significant recovery in economic activity is 
now underway following fundamental macroeconomic 
and structural policy reforms. In these countries. 
growth rates in the range of 4-5 percent are expected 
to be sustained in 1990-91 . even though weaknes� in 
export prices i� expected to continue. In many other 
countries. however. adjustment programs have only 
recently been implemented after long delays, and any 
significant recovery seems unlikely in the short run. 
Growth in the African region is projected to remain 
broadly unchanged at some 3 percent per year in 1990-
9 1 ,  implying continued stagnation or per capita output 
(Chart 7). 

In the developing countries of Europe. output barely 
increased in 1989. partly reflecting the deep economic 
crisis affecting most of Eastern Europe. l n  Yugoslavia. 
there was a moderate expansion of output. but policy 

Chart 7. Developing Countries: Real GDP per 
Capita by Region• 

1 1970 = I OO J 

240 

220 

200 
l\\1(1� , 

180 
, 

, 
"' 

"' 

I 

, 
, 

, 

160 "' 
, 

... - - -

140 

120 

100 
1 970 n 

1 Compo�nes are averages of percentage changes for individual 
countrie� weighted by the average U.S. dollar value of their 
respective GNPs in 1988. 

· 

1 2  

slippages gave rise to rapid acceleration of inflation. 
With the recent implementation of strong stabilization 
programs and fundamental structural reforms in Poland 
and Yugoslavia. output could contract in both countries 
in the short run. but such policy changes should lay 
the basis for a sustained recovery. In Turkey. the 
economic expansion slowed sharply in 1989 as exports 
declined following two years of buoyant growth. but 
rapidly rising domestic demand is expected to revive 
growth in 1990-91 .  On average. real GDP in the 
developing countries of Europe is expected to remain 
unchanged in 1990 before recovering by some 3 percent 
in 1991.  

l n  the fuel exporting countries of the Middle East. 
non-oil economic activity recovered in 1988-89 from 
the recession that fol lowed the decline in oil prices in 
1986. Some further increase in the pace of economic 
activity in the non-oil sectors is expected for 1990-9 1 .  
but total real GDP growth or these countries b pro
jected to moderate as oil production is expected to 
rise less rapidly than in the past two years. In some 
of the non-fuel exporting countries in the region. 
activity is likely to strengthen somewhat following 
virtual stagnation in 1988-89. On average. real GOP 
in the Middle East region is projected to grow in the 
range of 3-3'12 percent in 1990-91 .  

I n  the developing countries in Asia. real GOP growth 
averaged 5 percent in 1989, the lowest growth rate in 
more than a decade but still high compared to other 
developing country group�. In China. growth deceler
<lled sharply from nearly J I percent in 1988 to 4 percent 
in 1989. as credit conditions were tightened in the face 
of rapidly accelerating inflation. In the Republic of 
Korea. where the external competitive position ha� 
deteriorated as a result of exchange rate appreciation 
and rising labor costs, exports have declined and 
growth has slowed down to 6% percent, substantially 
below the rate of 1988. despite buoyant domestic 
demand. Growth also moderated in the other three 
newly industrializing economies ( N l Es) in the region. 
albeit less sharply than in Korea. By contrast, the 
growth of output and exports remained strong or even 
accelerated in Indonesia. the Philippines, and Thailand. 
In most of the developing countries in Asia. the recent 
moderation of growth is expected to continue this 
year, but some increase in growth, notably in the 
newly industrializing economie�. is expected in 1991 .  

Price and Wage Developments 

Industrial countries. The rate of increase in con
sumer prices in the industrial countries picked up 
by more than I percentage point in 1989. to 4'1� 

percent (Chart 8). reflecting high rates of capacity 
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Chart 8. Major Industrial Countries: Inflation 
Indicators 
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utilization and a number of temporary factors such as 
increases in indirect taxes (in Canada. the Federal 
Republic of Germany. Italy, and Japan), and the rise 
in world prices for oil, food, and metals. Inflation rates 
adjusted for movements in food and energy prices also 
rose in some countries, but significamly less than the 
overall price indices (Chart 9);  on that basis, the 
inflation differential between France and Germany has 
been eliminated during the past year. The effect of 
currency depreciation on import prices was also a 
factor in some countries. particularly in Japan. the 
United Kingdom, and some of the smaller industrial 
countries. Conversely. inflation was held down by 

Price and Wage Development� 

Chart 9. Major Industrial Countries: Consumer 
Price Indices Excluding Food and Energy 
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currency appreciation in the United States and Canada 
during the fir'>t half of 1989, and in Germany and other 
countries participating in the Exchange Rate Mecha
nism of the European Monetary System in late I Y�Y 

and early 1990. 

Becau�e of the temporary nature of some of the 
factor!> underlying the pickup in con�umer price� in 
1989. the cautious stance of monetary policy. the weak 
outlook for commodity prices (discussed below). and 
the expected moderation in economic growth. the staff 
is cautiously optimistic that aggregate consumer price 
inflation in the industrial countries will slow from .t'l� 
percent in 1989 to about 4!14 percent in 1990 and to 
3V� percent in 199 1 .  Con!-.umer price increa!>e� in the 
major industrial countrie� are expected to range from 
a high of7-8'.14 percent in the United Kingdom. to 4'1•-
6 percent i n  the United States. Italy. and Canada. and 
to a low of I !14-3 percent in Japan. the Federal Republic 
of Germany. and France. Among the smaller industtial 
countries, consumer price inflation i� projected to 
remain relatively high-at 5 percent or more-in Aus
tralia. Finland. Greece. Poriugal. <tnd Sweden; in 
contrast. price rises in the Netherlands arc expected 
to remain quite low. at around 2 percent. 

As noted above. the staff� projection� for both 
output and inflation are predicated upon a relatively 
early reversal of the wage pressure� that emerged in 
most of the major industrial countries during 19H9. 

Average earnings (defined as compensation per em
ployed person) in the seven largest countries are 
estimated to have rben by 6 percent in 1989. up from 
5Y4 percent in 1988. and 4V� percent in 1987 (Chan 
10). Developments in unit labor CO!:>ts have di ffered 
substantially across countries. The increa�e in labor 
costs was largest in the United Kingdom and Canada, 
which also experienced a cyclical slowdown in pro
ductivity growth .  Slower productivity growth also 
raised unit labor costs in Italy and the U nitcd States. 
but wage increases in the latter country remained 
relatively moderate. Japanese wages continued to pick 
up in 1989, but the strong productivity performance 
held the rise in unit labor cost!:> to only 21/4 percent. 
In France and the Federal Republic of Germany. unit 
labor costs rose by 2Y� and 1/2 percent. respectively.� 

The slowdown of output and productivity growth 
expected in 1990. together with continued rapid growth 
of nominal earnings. is likely to result in a �ignificant. 
albeit transitory. acceleration of unit labor costs in 
most of the major industrial countrie� (Chart 10). The 

• In Ge•·many. the �m:tll increa\e in unit lahor CO\h rdkctcd 
moderate wage incr.:ases 10 the framework ot multi-year wage 
contracts concluded in early 1988 at a time or con-;idcrabl.: 
uncertainty about the economic outlool.. With actual develop
ments in 1988-89 much better than expected then. there il> now 
considerable pre ... sure for large wage im.:n.:a"c" when the multi
year COntract:. mature in the CUUr'\e of 1990. 
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Chart 10. Major Industrial Countries: Average 
Earnings and Unit Labor Costs• 

(Percentage .:hange from a year earlier) 
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to 1991 indicate\ \taff projecuons. 

extent to which the prospective rise in labor costs will 
be passed on to producer prices will depend on the 
strength of demand. the financial position or busi
nesses. and the degree of competition. The staffs 
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projection� for output deflator'> in industrial countrie'>, 
which �how a slight deceleration of inflation in 1991,  
are ba�ed on a judgment that the ability of producers 
to pass on co�t increase� to consumer� will be limited 
in the face of declining grO\\ th in demand and :.trong 
competitive pressures from foreign produ<.:ers. More
over. average rates of return to capital arc still rela
tively high in mo:-,t countries compared with historical 
trends, which �hould allow firms to ab�orb some co�t 
increase�. at least for a perioJ. 

Oil prices. The world oil market wa-. con�iderably 
firmer in 1989 than had been anticipated. Although oil 
prices have remained volatile. the annual average spot 
market price rose by some 2 1  Y� percent i n  I 989 (to 
about $17.20 a barrel). reversing the drop recorded in 
1988 <Chart I I ).� WoriJ oil consumption continued to 
rise in 1989, albeit at a slower pace than in 1988. but 
total non-OPEC (Organization of Petroleum Exporting 
Countries) �upplies declined-in part becau�e of supply 
interruptions in some areas. Other temporary factors, 
such as unusually cold weather in major consuming 
areas, contributed to a strengthening of market con
ditions in the latter part of 1989. As a result of these 
developments. the increase in oil production and ex
ports from the members of OPEC was cono;iderably 
larger than projected at the beginning of 1989. 

With the onset of warmer weather in Nor1h America 
and a continued high level of OPEC production. oil 
prices declined significantly during the first few months 
of 1990. Oil market conditions are expected to remain 
:.omewhat les:. buoyant this year as non-OPEC pro
duction recovers from the depressed level of 1989 and 
growth in world oil consumption moderates '>lightly 
with the slowdown in global economic activity. But 
there are major clements of uncertainty in the outlook. 
for example. as regards supply and demand conditions 
in the Soviet Union (the world's large�t oil producer) 
and in Eastern Europe. In  the medium term oil prices 
are expected to rise gradually. mainly in re!>ponse to 
supply-�ide developments. For the purpose of thi:. 
report. the staff has assumed that the annual average 
price of oil will be $ 1 7.65 per barrel in 1990 and will 
remain constant in real term:-. over the period 1991-
95. This would imply increases of 2% percent in 1990. 
3Y� percent in 199 1 .  and 4 percent a year thereafter in 
the nominal (U .S .  dollar) price.<• 

' The averuge �pot market price of Brent. Dubai. and Ala�kan 
North Slope. repre.,enung light. medium. and heavier crude oib 
re!.pectivel} in three different region'>. Thi!-. definition or the 
average spot price for oil correspond� roughly lll th..: <lV..:rage 
spot market price of the �even crude <lil'> u�ed for calculaung 
the OPEC reference price t$ 18  a ham.:!). It 1>hould he noted. 
however. that the differentiab between variou� crude oil price� 
have been unstable in the pa-;t fc\\ year'i. 

•· For a full reviev. of recent and pro;.pcctive oil market 
developments. see Supplementar� Note :!. 

Price lind Wage Development'> 

Chart II. Average Spot Market Price for 
Selected Crude Oils1 
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� The OPEC reference price of S 18 a barrel. which t>cc<�mc 
effective on February I .  1987. rcprc�cnts !he unwetghted average 
of the official export prices of seven �:rude oth. 

Non-oil commodity prices. The slowing of economic 
activity in the industrial countrie<; and excess supplic� 
in some commodity markets contributed to a pro
nounced weakening of non-oil commodity prices in 
1989. Although the Fund's index of non-oil commodity 
prices (based on world export wcighh and expressed 
in U.S. dollars) was virtually unchanged from I 988 to 
1989, there was a considerable decline during lhc 
course of 1989. The largest price declines last year 
were for tropical beverages (50 percent for coffee. 35 
percent for cocoa). minerals and metals (48 percent 
for nickel and more than 30 percent for aluminum and 
copper). The sharp drop in coffee price� was mainly 
attributable to the suspension of quota provisions unJer 
the International Coffee Agreement and the subsequent 
disposal of large stocks by Brazil. Colombia, Indo
nesia. and Mexico. Similarly. cocoa prices fell after 
members of the International Cocoa Organization failed 
to reach agreement on measures to support prices. 
Only a few commodities recorded price gains in 1989. 
including groundnut oil (56 percent). tea (30 percent). 
medium staple colton (27 percent). and sugar (20 
percent). 
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Jn view of the current ::.lowdown in world activity 
and the exce�s �upply conditions in many commodity 
markets. non-oil commodity price� are projected to 
weaken by an additional 9 percent in 1990 before 
stabilizing in 1991.  Thi� weakness is already evident 
in p•-ices of industrial inputs, such as metals and 
minerals. and coffee and cocoa prices may also exhibit 
further declines. The continuing weaknes<; of com
modity price� should help to dampen global price 
pressures and inflation expectations. 

De1·e/oping countrie.\. In the developing countries. 
the further �harp acceleration of price� in ::.everal high
inflation countries contrasted with the reduction of 
inflation in several countries where stabilization efforts 
have begun to bear fruit. I n  Argentina. Brazil. Peru. 
and Yugoslavia. inflation accelerated to over 1.000 

percent in 1989. highlighting the cost� of policy slip
pages. Inflation also rose sharply in Poland ( from 60 

percent in 1988 to 250 percent in 1989). as the removal 
of price controls and -;ubsidies revealed severe micro
economic and macroeconomic imbalance�. which were 
further exacerbated by inadequate monetary control. 
Largely reflecting developments in these five countries. 
the weighted average rates of inflation in the Western 
Hemisphere and European region rose sharply in 
1989: the corresponding average for Africa also edged 
up. mainly on account of higher price increases in 
Nigeria and Algeria (Chart 12).  

The countries that have achieved significant reduc
tions in inflation include Mexico. where a comprehen
sive stabilization program based on a tightening of 
financial policies, supported by incomes policies, brought 
down inflation from well over 100 percent in 1988 to 
some 20 percent in 1989. In Bolivia, inflation has 
continued to fall following the arrest of hyperinflation 
in 1985 and the stabilization of the economy. Several 
other high-inflation countries, -.uch as Mozambique, 
Uganda, and Viet Nam, abo achieved significant 
reductions in inflation in 1989. Rates of price increases 
also declined in a number of countries with more 
moderate rates of inflation. such as Ghana, Guinea. 
Guinea-Bissau, Somalia, Syria. Tanzania. and the 
Yemen Arab Republic. And restrictive financial poli
cies and a tightening of administrative controls suc
ceeded in stabilizing inflation in China. which had 
accounted for much of the sharp rise in the average 
rate of inflation in the Asian region in 1988. 

The outlook for 1990-9 1 is for a further decline in 
inflation rates in a number of countries with low or 
moderate inflation. In the high-inflation countries. 
prospects depend critically on the success of recent 
and prospective adjustment programs. As was noted 
above. the forecast assumes that stabilization efforts 
will be strengthened in Peru. Recently, Argentina. 
Brazil. Poland, and Yugoslavia have adopted !>trong 
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Chart 12. Developing Countries: Inflation by Region1 
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stabilization programs. Assuming firm implementation 
of these programs. the average rate of inflation in the 
developing countries would decline markedly in 1990 

and 199 1 .  · 

Interest Rate and Exchange Rate 
Developments 

Except in the United States. conditions in major 
financial markets firmed markedly during 1989 (Chart 
I ) .  The rise in interest rates. particularly at the short 
end of the maturity range. reflected a tightening or 
monetary policies throughout the industrial world 
and downward pressure on exchange rates in some 
countries. notably during the first half of the year 
when the U.S. dollar strengthened significantly. 
Although monetary policy had been tightened as 
early as 1 987 in some countries. factor markets were 
near full employment and domestic demand was 
still growing rapidly in early 1989 in most countries. 
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As these conditions persisted in the second half of 
the year and in early 1990. monetary conditions 
were tightened further in Germany and Japan as 
well as in �everal other countrie� participating in 
the European Monetary Sy�tem. ln contrast. mon
etary policy was cased somewhat in the United 
States, as indications of a more moderate pace of 
economic activity emerged. 

Although long-term interest rates have risen since 
early 1989 in all the major countries except the 
United States. yield curves flattened significantly 
and became inverted in most countries during the 
year. This development was widely interpreted at 
the time as indicating market participants' confi
dence in the ability of the monetary authorities to 
prevent the temporary price shocks in the first half 
of the year from affecting expectations about long
term inflation. However. in early 1990 long-term 
interest rates rose substantially. By early April. 
yields on ten-year government bonds had risen I% 
percentage points above their average level in the 
fourth quarter of 1989 in Canada. and by over I v� 
percentage points in the United Kingdom and Japan. 
In Germany. yields on comparable assets rose by 
almost I Y4 percentage points; in France and the United 
States, 1/:!-2/.1 percentage point. The rise in yields was 
smaller in Italy. where they were already substantially 
higher than in the other major countries. 

Long-term interest rates also firmed significantly in 
relation to short-term rate� in early 1990. perhaps 
suggesting that expectations about inflation may have 
worsened. Long-term rates also have increased sub
stantially in real terms, particularly in Germany. per
haps reflecting expectations of higher fiscal deficits 
together with the prospects of higher credit demand 
from both the public and private sectors associated 
with the proposed unification of Germany and in
creased investment in the other countries of Eastern 
Europe where fundamental economic reforms are being 
implemented or are in prospect. 

The recent rise in long-term bond yields has been 
accompanied in most countries by a decline in equity 
prices. As a result the equity yield gap has stabilized 
in most countrie'i. with the notable exception of Ger
many (Chart 13). The declines in stock market prices 
between early January and early April 1990 were 
substantial in Japan (25 percent). the United Kingdom 
( 10¥4 percent). and Canada (9 percent). but in the 
United States. France. and Italy. the decline was only 
about 2 percent. In contrast. stock market prices in  
Germany rose by 3 Y� percent. Since the declines in  
equity prices came in  the wake of historical peaks 
reached in most of the major c;tock markets in the last 
week of 1989 or the first week of 1990. their impact 
on consumer and investor demand is likely to be small. 

Interest and Exchange Rate-. 

even in Japan. The relative strength of the l>tock market 
in the Federal Republic of Germany reflects the con
tinued buoyancy of growth and profits in that country. 
and perhaps the anticipated long-term effect of the 
proposed integration with the German Democratic 
Republic. 

During 1989 and early 1990, the tightening of mon
etary conditions in Japan and Germany relative to 
those in the United States resulted in a substantial 
narrowing of interest differentials in favor of assets 
denominated in U . S .  dollars (Chart 14). However. 
such differentials were still heavily in favor of dollar 
assets during the first half of 1989. and the U.S.  dollar 
appreciated sharply. From end-1988 to mid-June 1989. 
the dollar appreciated against the yen and deutsche 
mark by 15 and I f3/4 percent. respectively, and by 
almost 10 percent in real effective terms. in spite of 
reported dollar sales by major central banks. which 
reached an unprecedented scale in May and June. 
Underpinning the upward movement of the dollar at 
this time. apart from favorable interest differentiab 
vis-a-vis the other two major currencies. were political 
uncertainties arising from developments particularly 
in China and Japan. but also in Germany. 

The dollar remained strong until mid-September 
1989, but upward pressures were reversed following 
the statement by the Group of Seven finance ministers 
and governors that they "considered the rise in recent 
months of the dollar inconsistent with longer run 
economic fundamentals." This statement wa� sup
ported by concerted large-scale official sales of dollars 
in September and early October. Also contributing to 
the dollar's decline was the continuing shift in intcre�t 
rate differentials in favor of non dollar assets and the 
increasing attractiveness of the deutsche mark and 
other European currencies to international investors 
as a result of events in Eastern Europe. By early 1990. 
interest rates on deutsche mark assets of both short
and long-term maturities were as high a� those on 
comparable dollar assets for the first time since the 
mid-1970s. By March 1990. the dollar had depreciated 
against the deutsche mark by 811:! percent from its level 
a year earlier. During the same period. however. the 
doJJar had appreciated by 17 1/2 percent vis-a-vis the 
yen and S'/2 percent against the pound sterling: the 
real effective value of the dollar rose by about 2'!1 
percent over this period (Chart 15) .  

The rapid rise in the value of the deutsche mark in 
the last quarter of 1989 and in early 1990 may reflect 
high short-term interest rates in Germany and perhaps 
the expectation of even higher rates. as the recent tax 
cut, the continued influx or emigrants from the German 
Democratic Republic into the Federal Republic of 
Germany. and increased demand for German exports 
(particularly capital goods) from Eastern Europe are 
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' The .:qully �idcl gap i' Jelincd "' the difference hctween the yidd on lung-term government bond'\ and the inverse uf the pncc-.:anung� 
ratio uf 'tucl-.,. 
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lntcre�t and Exchangl! Rat\!'> 

Chart 14. Bilateral Exchange Rates and Interest Differentials vis-a-vb U.S. Dollar' 
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Chart 15. Major Industrial Countries: U.S. Dollar and Real Effective Exchange Rates• 
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expected to boost aggregate demand in the short run. 
Also. the demand for the deutsche mark for use a� a 
transaction and reserve curTency may have increased 
in anticipation of the proposed currency union with 
the German Democratic Republic and the implemen
tation of market-oriented reforms in Eastern Europe. 
Looking at the longer run, there may be a presumption 
that the unification of Germany. if achieved, might 
lead to a large increase in the demand for capital in 
Germany, with the implication that the mark would 
appreciate and Germany's large external surplus would 
be reduced. 

The upward pressure on the deutsche mark in recent 
months does not appear to have created major strains 
among the currencies participating in the exchange 
rate mechanism of the European Monetary System. 
as the increase in German interest rates was largely 
matched throughout the European Community. In the 
first week of 1990 the Italian authorities devalued the 
central rate of the lira by 3 percent against the European 
Currency Unit. and the lira wa� moved into the narrow 
(2 \14 percent margin) band of the Exchange Rate Mech
anism (ERM): however. the actual lira/deutschc mark 
exchange rate strengthened slightly in the wake of the 
realignment. On January I .  1990. France abolished all 
its remaining exchange controls. thus completing the 
gradual liberalization that began in 1986. Both the 
Italian and French measures were taken in the context 
of the first stage of the planned Economic and Monetary 
Union of the European Community. which is discussed 
in Chapter I l l .  

One of the most notable developments in  exchange 
markets in 1989 was the depreciation of the yen. Over 
the year ended March 1990. the yen depreciated by 20 
percent in real effective terms in spite of reported 
heavy intervention in exchange markets and a marked 
tightening of monetary conditions in Japan. Between 
March 1989 and March 1990. market interest rate� on 
yen-denominated assets rose by 2-3 percentage points. 
sharply reducing interest rate differentials vis-a-vis 
U.S. dollar assets and broadly maintaining differentials 
against assets denominated in other major currencies. 
Nonetheless. during the same period the yen depre
ciated by about 1 5  percent against the U . S .  dollar and 
by 22 percent against the deutsche mark. To some 
extent, the yen's weakness since 1989 may be viewed 
as a reaction to its remarkable strength in the preceding 
year-the yen appreciated by about 10 percent against 
the deutsche mark during 1988. even though interest 
rate differentials were moving in favor of assets de
nominated in deutsche mark. 

However. other elements also played a role in the 
depreciation of the yen. Political developments in 
Japan and abroad and. more recently, the turbulence 
in Japanese equity markets, appear to have led to a 

Interest and Exchange Rates 

shift in investor preferences away from yen
denominated asset�. reinforcing the impact of contin
ued portfolio diversification by Japanese in�titutional 
investors. Moreover. there was a substantial decline 
in Japan·s current account surplus and a continued 
rapid increase in outflows for direct investment. These 
balance of payments developments. and an associated 
revision of expectation<;. are likely to have added to 
downward pressure� on the yen. 

Among other major currencie�. the pound �terling 
depreciated by 6 1/4 percent in real effective terms in 
the year ended March 1990. even though short-term 
interest rates in the United Kingdom remained the 
highest among the major industrial countries. During 
the first half of 1989 the pound's decline was a�sociatcd 
with the generally bullish market sentiment toward the 
dollar. but it also reflected concerns about rising 
inflation in the United Kingdom and the further wors
ening of the U.K. current account deficit. In the second 
half of the year. the pound stabilized against the 
weakening dollar, but the same concerns-and the 
added uncertainty about the future course of economic 
policy after the resignation of Chancellor Lawson
continued to exert downward pressure on sterling's 
value in terms of the ERM currencies; the value of 
the pound reached all-time low-; against the mark at 
the end of I 989. Sterling :,ubsequently strengthened in 
early 1990. owing partly to indications that the current 
account deficit had begun to narrow. 

The Canadian dollar was supporteu in 1989 by large 
and widening interest rate differentials in favor or 
Canadian assets. In the year· ended March 1990. it rose 
by about I V4 percent against the U.S.  dollar. approach
ing its highest level in ten years. and by 2% percent 
in real effective terms. The Australian dollar. despite 
relatively high domestic interest rates throughout 1989. 
depreciated by I \1� percent in real effective terms in 
the year ending in January 1990. partly reflecting a 
rapidly deteriorating external deficit. which is now the 
largest among industrial countries in relation to GNP. 
The Swiss franc depreciated by 1/� percentage point in 
real effective terms in the year ending in January 1990. 
mainly because of the widening interest differential 
between assets denominated in deutsche mark and 
Swiss francs. 

Since the September 1985 Plaza Agreement. there 
have been large changes in the reserve positions of 
the major industrial countries reflecting. in  large mea
sure, the pattern of exchange market intervention 
(Chart 16). Japan's reserves rose sharply through early 
1989, but the weakness of the yen during the past year 
has been accompanied by a substantial decline in 
reserves. Similarly. Germany's re�ervc� rose steadily 
as the deutsche mark appreciated through the end of 
I 987, but then fell sharply as the mark weakened 
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Chart 16. Selected Countries: Total Reserves 
Minus Gold 

(In billions of SDRsl 
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between early 1988 and mid-1989; the strength of the 
deutsche mark since September 1989 has again been 
associated with a rise in Germany's reserves. U.S.  
official reserve assets declined somewhat as the dollar 
depreciated between 1985 and mid-1988, but have 
increased strongly since then. 

Among the developing country regions, with the 
general exception of Africa, competitive positions
as measured by real effective exchange rates-have 
tended to deteriorate over the past two years. although 
levels of competitiveness at the beginning of 1990 still 
compare favorably with those prevailing at the begin
ning of the 1980s (Chart 17). The real appreciation of 
exchange rates has been particularly large in the 
Western Hemisphere and Europe. where adjustments 
in nominal exchange rates have been insufficient to 
compensate for rapidly rising prices. particularly in 
Brazil. Peru, Poland, and Yugoslavia. The real effec
tive value of the Middle Eastern currencie:. ha:, in
creased broadl y  in Line with the U.S .  dollar over this 
period. The currencies of the Asian newly industrial
izing economies. particularly Taiwan Province of China 
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Chart 17. Developing Countries: Real Effective 
Exchange Rates1 
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the countries included for the Middle Ea�t 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. 

and Korea. also appreciated in 1989 as had been the 
case in 1988. The improvement of external competi
tiveness in Africa in recent years reflects a movement 
toward liberalization of exchange aJTangemcnt::. and 
more flexible exchange rate regimes. in the context of 
adjustment programs in a number of countries, for 
example, Ghana. Nigeria, and za·ire. 

Trade and Payments Balances 

World trade developments. The volume of world 
trade expanded by 71/4 percent in 1989, down from 
the unusually rapid rate of9 percent in 1988. In 1990-
9 1 .  the staff forecasts a further reduction in the growth 
of world trade to S%-6Y2 percent, reflecting the slowing 
of global economic activity and particularly the weak
ening growth of world investment, a component of 
demand that is relatively trade intensive. 
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lmport volume growth in the industrial countries is 
expected to decline from 8 percent in 1989 to 5Yz-63f4 
percent in 1990-91 .  Much of the prospective decline 
is concentrated in the United Kingdom. Italy, and 
Canada, although some moderation is likely in all 
countries. A more gradual decline in import growth is 
expected for the developing countries as a whole, 
although the exporters of primary products whose 
prices fell sharply in 1989 and the exporters of man
ufactures are likely to register a relatively pronounced 
slowdown. The exports of all major regions of the 
world wiU be affected by the decline in market growth 
in the period ahead, with particularly large reductions 
in export growth expected in the United States, Ger
many, and Italy, and i n  the fuel exporting countries. 
The projected decline in export growth of the four 
Asian newly industrializing economies implies that this 
group's market share of world merchandise exports 
will stabilize in the period 1990-9 1 .  after I 5 years of 
steady and substantial gains (Chart 18). 

Industrial countries. Progress in reducing the current 
account imbalances among the three largest countries 
has been uneven recently. Japan's external surplus 
has continued to decline, reaching 2 percent of GNP 

Chart 18. Market Shares of World Non-Oil Exports• 
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in 1989, compared with 23!4 percent in 1988 (Table 3). 
ln the United States. the deficit also continued to fall 
to about 2 percent of GNP in 1989. compared with 
some 2Yz percent in 1988. In Germany, the external 
surplus increased from 4 percent of GNP in 1988 to 
about 4112 percent in 1989. On the usual assumptions 
of fixed real exchange rates and unchanged policies, 
the staff is projecting that the major imbalances will 
remain broadly unchanged in relation to GNP in the 
period ahead (Chart 19). It is important to note. 
however, that the projection does not take into account 
the possible economic integration of the German Dem
ocratic Republic and the Federal Republic ofGermany. 
which. if achieved. could well result in a substantial 
reduction in the united Germany's external surplus as 
rising domestic investment absorbs more of the na
tional saving surplus. The projection reflects the effects 
of the sharp depreciation of the yen and the relative 
strength of the dollar in 1989, which will tend to offset 
the effects of slower expansion of demand in the 
United States than in Japan. The tendency for the 
German surplus to rise, despite the recent appreciation 
of the deutsche mark and the continuing strength of 
domestic demand. partly reflects the substantial gap 
that now exists between the levels of exports and 
imports-even though imports are expected to increase 
somewhat faster than exports in the period ahead, the 
absolute level of the trade gap is likely to continue to 
widen. The same mechanism hinders the reduction of 
the large imbalances of the United States and Japan. 
The effects of continued shifts in net external asset 
positions on investment income will also contribute to 
a worsening of current account imbalances among the 
three countries. 

The current account deficits of the United Kingdom 
and Australia continued to widen markedly in 1989, 
but are expected to decline in 1990-91 in response to 
the slowdown in domestic demand and the recent 
depreciation of the pound and the Australian dollar 
(Table 3). Spain's external deficit is projected to widen 
in the period ahead because of continuing rapid in
vestment financed largely through private capital in
flows. The external positions of Canada and Italy 
deteriorated in 1989. but are likely to stabilize in the 
period ahead owing largely to slower growth of do
mestic demand. 

The combined external surplus of the four Asian 
newly industrializing economies recorded a marked 
decline in 1989. The fall was more than accounted for 
by a sharp decline in Korea's surplus (from 8114 percent 
of GNP in 1988 to 2Y2 percent of GNP in 1989), which 
was due to the cumulative effect of domestic wage 
and price pressures, the nominal appreciation of the 
won, domestic market opening measures. very strong 
growth of domestic demand (14Y4 percent in 1989}, 
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Table 3. Alternative Measures of Current Account imbalances in Selected Areas, 1980-91 

Staff Projection-. 

1980 1986 1988 1989 1990 1991 

U nncd State'> 
In billion' l)f dollar-. 1..5 - 1 33.3 - 1:!6.5 - 106.0 - 1 13.3 - 1:!9.9 

In percent of GNP ll.l - 3 . 1  2.6 - 2.0 - 2.0 � � 

Japan 
In billion' of dollar<, - 10.7 8.5.8 79.6 57.'! 57.4 73.4 

In trillions of yen -2.6 14.:! 10.2 7.9 8.6 10.7 

In percent of GNP - I .  I 4.3 2.8 2.0 2 . 1  :?A 

German}. Federal Republic of 
In billions of dollar' - 1 3.8 39.4 48.6 52.8 6:!.3 6!U 

In billion' of OM - 2 5 . 1  85.1 !\.5.1 99.1 105.3 1 1 1.9 

In percent of GNP - 1 .7 4.4 4.0 4.4 4.4 4.5 

United Kingdom 
In billion� of dollar� 1\.6 0.2 - 26.3 34.2 25.7 - 22.0 

In percent of GNP 1.2 - 3 . 2  -4.1  -2.9 - 2 . 3  

Australia 
In billion� of dollar� -3.7 -9.5 - 1().9 - 1 6.8 - 14.3 - 15.3 

In percent of GNP -2.6 -5.9 - 4.6 -6.3 5.2 - 5 . 1  

Spain 
In billions of dollars -5.3 4 . 1  - 3 . 6  - 1 1 . 1  - 17.2 - 19.6 

In percent of GNP - 2 . 5  1 . 8  - 1 . 1  -3.0 -4.0 - 4 . 1  

BelgiUm 
In billion� of dollar' -4.9 3 . 1  3.4 3.4 2.7 3.7 

In percent of GNP -4.1  2.7 'l 'l .., ' - · -' l.ll 2.1 

Netherland� 
In bilhon' of dollar' 2.5 4.7 4.6 5.6 6.2 6.4 

In percent of GNP - 1 .5 2.7 2.0 2.5 2.4 .., ' - · �' 

Swuzerland 
In billion� of dollar� - 1.8 6.9 8.4 5.6 3.9 4.5 

In percent of GNP - 1 . 7  5 . 1  4.6 3.'!. 2.0 2.2 
Four A!>ian NIE>' 

In billion' of dollar' - 9 . 1  23.2 27.8 2 1 . 3  18.6 17.0 

In percent of GNP - 6.3 9.8 7.4 4.H 3.9 3.2 

European Community 
In billion� of dollars 47.4 5 1 . 1  15.0 0.3 12.8 23.3 

In percent of GNP - 1. 5  1 . 5  0.3 0.2 0.4 

1 The four Asian newly industrializing economies compri>e Hong Kong. Republic of Korea. Singapore. and Taiwan Province of China. 
The current account projectiOn� for this group. which in �orne easel> are ba�ed on panial mformation. are -.u�1cct to a larger margin of error 
than are tho�c for the other countries listeo in the table 

and supply disruptions caused by labor disputes. The 
surplus of the newly industrializing economies is ex
pected to continue to decline moderately in the period 
ahead, mainly because of the expected slowdown in 
external demand. 

External positions are expected to remain strong in 
several of the smaller industrial countries-including 
the Netherlands, where inflation remains relatively 
low. and Switzerland, where the recent improvement 
in competitiveness is likely to boost exports. Deficits 
have declined recently in Denmark and New Zealand. 
where the expansion of domestic demand has mod
erated; but deficits are on a rising trend in Finland and 
Sweden. where competitiveness has weakened and 
capacity constraints in the export sector have emerged. 
The sharp reduction in the European Community's 
external surplus in 1988 and !989 was largely associated 
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with the rising deficits of the United Kingdom and 
Spain, while the rise in the surplus in 1990-91 largely 
reflects !he projected rise in the U.S.  dollar value of 
Germany's surplus. 

Balance of payments developments in the major 
countries over the past few years have featured a rise 
in net foreign direct investment outflOW!> from Japan 
and a rise in  such inflows into the United States 
(Table 4). Net direct investment outflows from Japan 
reached almost $35 billion in 1988 (45 percent of the 
current account surplus) and rose to $45 billion in 1989 
(almost 80 percent of the surplus). ln  the United States. 
net inflows of direct investment accounted for more 
than 30 percent of the current account deficit in 1988. 
but the share fell back to 25 percent in 1989. Thi!> 
rapid increase in net direct investment flows has begun 
to contribute to the adjustment process in Japan and 



©International Monetary Fund. Not for Redistribution

Chart 19. United States, Japan, and Federal 
Republic of Germany: Oil and Non-Oil Trade 
Balances 

(In percent of GNP) 
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the United States by shifting productive capacity-for 
example, in the automobile and consumer electronics 
industries-from the former to the latter country. 
However, while trade in these products has undoubt
edly been affected, the long-term potential for a com
prehensive reversal of trade flows would appear to be 
limited by the substantial proportion of foreign direct 
investment in the United States in 1988 and 1989, 
which was concentrated in nonmanufacturing sectors, 
such as real estate. 

Developing countries. The aggregate current account 
deficit of the developing countries remained broadly 
unchanged at $14 billion ( I  Y2 percent of exports of 
goods and services) in 1989, reflecting the net effect 
of stronger oil prices, a modest weakening in non-oil 
terms of trade, a surge in domestic absorption in 
several large countries, and higher international inter
est rates. However. developments differed consider
ably across country groups. The fuel exporters reduced 
their current account deficit by $ 1 6  billion to $4\12 
billion (2 percent of exports). A swing of similar 
magnitude, but opposite in sign, resulted in a combined 
external deficit of non-fuel exporters of $91/4 billion 
(I Y4 percent of exports). By contrast, several countries 
in Europe and the Western Hemisphere-particularly 
Poland. Hungary. and Brazil-experienced a deterio
ration in their current account positions as a result of 
measures to liberalize imports, rapidly rising domestic 

demand. and slippages in financial policies. 
The near-term outlook points to a widening of the 

combined current account deficit of developing coun
tries to roughly $20 billion (2 percent of exports). 
Much of the deterioration is accounted for by the 
European developing countries (Poland and Yugo
slavia. in particular), the four Asian newly industrial
izing economies. and the exporters of primary prod
ucts. Only the oil exporters in the Middle East and 
the four Asian newly industrializing economies are 
projected to remain in surplus. In most cases, the 
change in the external position would result from a 
projected slowdown in export volume growth. com
bined with weak export prices and, more generally, 
mildly deteriorating terms of trade. Adverse export 
price developments are likely to play a role for ex
porters of primary products, whose terms of trade are 
projected to fall by 15 percent in the next two years. 
A major factor limiting the rise in the developing 
countries' external deficit in the period ahead continues 
to be a lack of available financing, particularly from 
commercial sources. 

The trend toward increasing dependence on lending 
from official bilateral and, particularly, multilateral 
sources in the financing of external positions of de
veloping countries continued in 1989, and is likely to 
persist for some time. According to preliminary esti-
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Table 4. United States, Japan, and Federal Republic of Germany: Current Account Financing, 1986-89 

On billions of U.S.  dollar!. and percent) 

United States 
Current account� 

Capital account. net' 
Of which: 

Direct inve�tment. net� • 
Asset� 
Liabilitie' 

Net transactions of monet<�ry authorities' 
( As a percentage of current account) 

Japan 
Current account 

Capital account. net' 
Of which: 

Long-tem1 
Of which: direct investment . net' 

Short-term 

Net transactions of monetary authoritie�' 
(As a percentage of current account) 

Germany, Federal Republic of 
Current account 

Capital account. net' 
Long-term 

Of which: direct investment. net• 
Short-lerm• 

Net transaction� of monetary authorities' 
(A� a percentage of current account) 

1 Figures for Germany are preliminary. 
� Reported figures include unrealized capital gain' a�soci<�ted mainl� 

$16.5 billion: 1988. $ - I.O billion: and 1989. $ - 2 . 1  billion. 
' Includes errors and omis,ion�. 
• A minu' sign indicate'> " rise in net a' set� or an outflo"' of capital. 

1986 1987 1988 19891 

- 1 33.3 - 143.7 - 126.5 105.9 

97.4 89A 91.2 1�3.8 

7.8 2.7 40.9 29.0 
-26.3 - 44.2 - 17.5 - 32.3 

34.1 46.9 58.4 6t 3 

35.9 54.3 35.3 - 17.9 
( - 26.9) ( -37.l)) C - 27.91 ( (6.91 

X5.ll ll7.0 79.6 '57.2 

-n.1  -4-1.8 -64 1 - R I  9 

- 1 31.5 - 1 36.5 - 130.!;1 -89 2 
- 1 4.3 - 18.4 -34.7 -45.2 

56.9 95.7 64.0 29A 

- 13.7 -42 .3 - 15.5 :!4.7 
( - 16.0) ( -48.6) ( - 19.4) !43.21 

39.4 45.2 48.6 5:!.6 

-36.6 -22.3 -68A -62.6 
15.6 - 1 3.0 -48.-l - 13.:! 

- 8.6 -7.1  -8.8 :-!.9 
- 52.3 -9.3 - 20.0 -49.4 

-2.8 -23.0 19.8 10. 1  
( - 6.9) ( - 50.8) (40.7) (19.2) 

with exchange rate change�. as follow�: 1986. SIO 7 billion: 1987. 

' Excludes valuation adju�tments: a minus sign indicates an increase in reserves. 
• Includes errors and omi:.sion,. 

mates. net lending from official sources increased to 
$32 billion. and was supplemented by a further modest 
rise in the flow of official transfers; together these 
sources accounted for 73 percent of total external 
financing (net borrowing plus non-debt flows) in 1989, 
compared with 50 percent in 1988. Meanwhile. private 
financial flows have remained depressed. 

The lack of concerted new money lending arrange
ments in 1989 resulted in a very low level of funds 
raised on international capital markets during the year, 
in spite of a slight increase in spontaneous lending. 
Commercial banks have resisted debtors· requests for 
new loan commitments and their stronger balance 
sheets have made them more able to do so. During 
1989 developing countries raised about $ 1 6  billion (new 
publicized commitments), compared with $23\1'2 billion 
raised in 1988 and $24Y2 billion in 1987.7 Total net 

1 Estimate based on Organization for Economic Cooperation 
and Development (OECD). Financial Stati.,·tics Monthly. Jan
uary 1990. 
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borrowing from commercial sources wa� further de
pressed by the reemergence of interest arrear� that. in 
many instances. provoked restrictions on trade-related 
financing. At the same time. there was a sharp decline 
in foreign direct investment in developing countries. 
owing partly to a worsening investment climate in 
some major countries. 

Staff projections of the availability and use of foreign 
exchange by developing countries in the period ahead 
suggest that net borrowing will rise in both the countrie� 
with recent debt-servicing difficulties and tho!)e without 
such difficulties (Chart 20). The projected rise in net 
foreign borrowing is expected to come almost entirely 
from official creditors, resulting in a further rise in the 
share of official creditors in total claims on developing 
countries. particularly in countries with recent debt
servicing difficulties (Chart 2 1  ). Interest payments are 
projected to claim a large share of the net resource!) 
available to developing countries in 1990-9 1 .  especially 
in the debt problem countries. Nonetheless. acquisition 
of official and private foreign assets is expected to 
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External Debt 

Cbart 20. Developing Countries: Availability and Use of Foreign Exchange 

(In billions of U.S. dollars) 
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1 including direct foreign investment and official transfers. 
J Excluding interest and official transfers. 

continue, reflecting expectations of a continued build
up of official reserves and a rising outward flow of 
private investment. 

External Debt Developments 

Total external liabilities (excluding l M F  credit) of 
developing countries declined slightly to $ 1  ,214 
billion (32 percent of aggregate GDP) at the end of 
1989. However, as in the past, the situation differed 
markedly across regions. The external debt of the 
Asian developing countries, at $336 billion (22 per
cent of GDP), changed little on balance. In the 
Western Hemisphere, market-based debt-reduction 
operations, such as buy-backs, debt-equity swaps, 
and private sector discounted prepayments, helped 
to reduce the region's debt slightly to $399 billion 
(37 percent of GDP). Africa's debt was largely 
unchanged at $ 1 95 billi.on (50 percent of GDP), 
owing mainly to continued official concessional 
lending, and despite debt cancellations and the 
negative valuation effect of the stronger U.S.  dollar. 
The developing countries of Europe also experi
enced a decline in their external debt. owing to 
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valuation effects, in spite of additional borrowing 
by Hungary and mounting arrears in Poland. 

An important shift in the debt strategy occurred 
in early 1989 with U.S .  Treasury Secretary Brady's 
proposal for increasing the role for debt and debt
service reduction, and the official support of these 
operations by international financial institutions, 
including the Fund and the World Bank. Operation
ally. this shift has taken the form of more conces
sional rescheduling terms for official bilateral debt 
and the provision of official resources to facilitate 
market-based debt and debt-service reduction for 
commercial bank claims. These operations, taken 
in support of debtor countries' adjustment efforts, 
seek to rearrange the time profile of debt-servicing 
obligations; at the same tin1e, and when this is 
necessary, they fundamentally restructure the debt 
stock through a combination of eliminating some 
claims and reducing the effective interest rate. I n  
addition t o  lowering contractual resource transfers 
from developing countries, the reduction in a "debt 
overhang" per se may lower economic agents' 
perceptions of country risk, thereby enhancing ex
pected returns on private sector investment activi
ties and thus stimulating economic growth. 

27 
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I ·  Ct-RRENT SITUATION 

Chart 2 1 .  External Debt-Creditor Breakdown 

(In btlhOn\ of U.S. dollars) 
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Since the announcement of the new debt initiative. 
Mexico has signed an agreement with its commercial 
bank creditors which reduced its outstanding liabil
ities by $6.8 billion and its debt-service payments 
on an additional $22.5 billion, resulling in an annual 
saving of$1 .4 billion. The Philippines also concluded 
a bank financing arrangement composed of new 
money ($0. 7 billion), a cash buy-back ( $ 1 .3 billion). 
and debt restructuring. Concurrently. Costa Rica. 
Morocco, and Venezuela have reached agreements 
in principle under the new scheme. Chile. which 
has not received official support under the new debt 
initiative, has also been relatively successful in 
reducing its commercial bank liabilities through 
debt-equity swaps, buy-backs, and other market
based arrangements. During the period 1 987-89. 
Chile's commercial bank debt declined by almost 
$6 billion (37 percent of external debt to commercial 
banks). In contrast, there has been a widespread 
recent decline i n  discounted debt transactions con
ducted outside of the officially sponsored debt
reduction initiative, as several developing country 
governments either limited or abandoned debt-
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Chart 22. Developing Countries: Debt Outstanding 
and Ratios of Debt and Debt Service to Exports 

<Debt data in billions of U.S. dollar'; rnuo� in percent of export\ 
of good., and �ervice!>) 
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equity swap auctions and imposed restrictions on 
private debt conversions. The suspension of debt
conversion schemes in 1989 reflected increasing 
concerns with the domestic financial implications of 
such transactions when they were not accompanied 
by prudent demand-management policies. appro
priate prices, and other supply-enhancing measurel>: 
the dwindling supply of private debt eligible for 
informal debt conversions and buy-backs: and per
haps expectations of better terms for debt reductions 
under the strengthened debt strategy. At the same 
time, Paris Club creditors continued to provide debt 
relief on concessional terms ("Toronto terms") on 
official debt owed by the low-income countries of 
sub-Saharan Africa, which resulted in an estimated 
cash flow saving of some $40 million on an annual 
ba:-.il> ( Jl/4 percent of debt-service payments in 1989) 
compared with previous rescheduling terms for the 14 
countries concerned. 

Since agreements to reduce debt and debt-service 
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have affected only a few countries so far. their impact 
on debt-service indicators for various groups of coun
tries can be expected to be limited. Thus, for countries 
with recent debt-servicing difficulties. the debt-service 
ratio is projected to rise slightly in 1990 and to stabilize 
only in 1991:  for countries without debt-servicing 
difficulties, it is expected to decline slightly (Chart 
22).8 These ratios can be expected to fall more sub-

• Debt-service ratios for other groups of countries are reported 
in Statistical Appendix Table A49. 

External Debt 

stantially as additional countrie!> adopt the !>trong 
adjustment policies that could merit official �upport 
for debt-reduction operations. Moreover. the limited 

impact so far of these operations on groups of countrie� 
should not obscure their substantial impact on the 
particular countries involved. where debt burdens have 
been reduced as part of a broader effort to raise 
investment and restore sustained growth in an envi
ronment of financial stability and normal access to 
private capital markets. 
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Chapter II 

Medium-Term Projections and Alternative Scenarios 
for Industrial Countries 

This chapter begins with a presentation of the 
staff's medium-term baseline projections for the 
industria! countries and continues with a discussion 
of medium-term scenarios intended to facilitate the 
analysis of two major policy issues.9 The first group 
of scenarios assumes that the monetary authorities 
of the industrial countries announce and implement 
a program aimed at achieving price stability over 
the medium term and analyzes the behavior of key 
macroeconomic variables during the process of 
disinflation. The second group of scenarios examines 
the scope for cutting defense expenditures in some 
of the major industrial countries and evaluates the 
possible consequences of these cuts for the world 
economy in general and for the fiscal position of the 
United States in particular. 

Baseline Projections 

As is customary. the staff's medium-term baseline 
projections for the industrial countries are developed 
on the basis of several technical assumptions: un
changed policies. constant real exchange rates. and 
unchanged oil prices in real terms. As explained in 
the April 1989 World Economic Outlook. the staffs 
medium-term baseline projections (particularly those 
relating to the evolution of current account posi
tions) must be interpreted carefully as they are 
conditional upon those assumptions. AJso, as men
tioned in the lntroduction, these projections do not 
take into account the possible implications of uni
fication between the German Democratic Republic 
and the Federal Republic of Germany. Unification, 
should it occur, would significantly raise the pro
jections for the growth of domestic demand and 

9 The baseline projections for the developing countrie:. are 
presented in Chapter IV. 
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output in Germany and, to a lesser extent, i n  the 
rest of Europe. It would also weaken Germany's 
fiscal position (at least temporarily) and substantially 
reduce its current account surplus. 

In the baseline projection, the growth of real GNP 
in the industrial countries continues to moderate in 
1990 before picking up modestly in 1991 (Table 5). 
This pattern wou.ld reflect developments in North 
America and the United Kingdom, where a slow
down in 1990 is expected to be followed by a 
recovery in 1991.  In Japan. Germany. and France, 
the transition to a more sustainable rate of growth 
would be more gradual. Over the period 1992-95 
the growth of output would stabilize at rates broadJy 
in line with current estimates of potentia! GNP 
growth. averaging just over 3 percent in 1992-95 for 
the industrial countries as a group. 

The projected moderation of aggregate demand 
growth is based on the assumption of continued 
restraint on the part of monetary policy and contin
ued progress toward fiscal consolidation. particu
larly in countries where fiscal deficits remain large. 
In most countries, progress on the fiscal front would 
be associated with some rise in the ratio of invest
ment to GNP. With restrained financial policies. the 
average rate of inflation in the industrial countries 
would stabilize at just under 4 percent in 1990 (on 
the basis of GNP deflators) before declining grad
ually to about 3 V.� percent. On the customary as
sumptions of unchanged policies and constant real 
exchange rates. output and domestic demand would 
grow at broadly similar rates in the largest industrial 
countries. and their current account imbalances would 
remain approximately unchanged in relation to GNP. 
In the United Kingdom. however. output is expected 

to grow faster than domestic demand and the external 
deficit would narrow appreciably over the medium 
term. 
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Baseline Projection:-. 

Table 5. Major Industrial Countries: Indicators of Economic Performance. 1977-95 

<Change�. in percent, except where otherwise notedl 

Aven•ge Average ' 
1977-�6 19�7 1988 1989 1990 1991 1992-95 

Canada 
Real GOP 3. 1 4.5 5.0 :!.9 1 .6 :u 
Real total domestic demand :!.9 4.9 5.8 5.5 ') ' -·-' :!.9 
GOP deflator 6.5 .u 4.1 4.9 4.0 4.7 
General government financial balance' rln percent of GOP> -4.4 -4.4 -2.6 -3.4 -3.4 -2.6 
Current account balance Cln percent of GOP! -0.8 - 1.7 - 1.7 -3.0 -3.5 -3.4 
Gros� private invc,tment lin percent of GDPJ 19.0 18.8 20.2 21 .0 20.9 20.8 

United State� 
Real GNP' 2.8 3 7 4.4 3.0 1.7 2.3 
Real total dume\tic demand 3 . 1  3.:! 3.3 2.4 1.6 2.3 
GNP deflator 6.1  3. 1 3.3 4.2 4.1 4.1  
General government financial balance' On percent of GNP! - 2.0 - 2.4 -2.0 -2.0 - 1 .3 - I . I 
Current account balance (In percent of ON P) - 1 . 1  -3.2 - 2.6 -2.0 -2.0 -:!.2 
Gro�s private inve,tment Cln percent of GNP) 16.5 15.5 15.4 14.8 15.0 15.0 

Japan 
Real GNP 4.3 4./i 5.7 4.9 4.4 4.2 
Real total dome�tic demand 3.6 5.4 7.6 5.9 4.7 3.9 
GNP deflator 2.8 -0.3 0.6 1 .5  1 .9 1 . 5  
General government financial balance' (In percent of GNP) -3.4 0.7 2.1 2.8 3.2 3.6 
Current account balance (In percent of GNP) 1.5 3.6 2.8 2.0 2. 1 2.4 
Gross private investment (In percent of ON PI 21.4 :!2.1 24.0 25.7 26.0 :!6.3 

France 
Real GOP 2.1 I .'J  3.5 3.4 3 . 1  3 . 1  
Real total domestJc demand 2.0 3.0 3.9 3. 1  3 . 1  3.0 
GOP deflator 9.2 2.9 3 . 1  2.7 3.3 2.8 
General government financial balance: (In percent of GDPJ -2.0 -2.0 - 1.3 - 1 .4 - 1.2 - 1.2 
Current account balance (In percent of GOP) -0.2 -0.5 -0.4 0.3 0.4 -0.3 
Gros' private investment (In percent of GOP) 18.6 16.H 17.8 18.0 IR.:! 1�.4 

Germany. Fed. Rep. of 
Real GNP 2.0 1.7 3.6 4.0 3.5 2.7 
Real total dome\tic demand 1.7 2.9 3.7 2.8 3.5 :!.6 
GNP deflator 3.6 2.0 1 .4 :!.5 2.9 1.0 
General government nnanci:�l balunce' (In percent of GNP) -�.4 - I . R  -2. 1 0.2 0.3 - 0 . 1  
Current account balance ( I n  percent of GNP) 0.9 4.0 4.0 4.4 4..1 4.5 
Gros� private investment (In percent of GN PI 18.0 16.9 18.3 19.9 20.:? 20.5 

Italy 
Real GOP 2.8 3.0 4.2 3.2 3.0 2.9 
Real total dome>tic demand 2.3 4.7 4.7 3.3 3.3 3 () 

GOP deflator 14.6 5.9 6.2 6.3 6.5 4.9 
General government financial balance' (In percent of GDPJ - 10.:? - 1 1.2 - 10.5 - 10.3 - 10 . 1  -9.7 
CUITent account balance (In percent of GDP) -0.2 -0.2 -0.6 - 1 .3 - 1 . 1  1.0 
Gross private mvestment (In pcrcent of GOP) 19.7 16.6 17.3 17.5 17.5 17.7 

United Kingdom 
Real GOP 2.0 4.8 4.4 ' ' -·-'' 1 . 1  2.2 
Real total domestic demand 2.0 5.6 7.6 3.2 -0.7 1.6 
GDP deflator 9.6 4.9 6.6 6.7 5 . 1  6.5 
General government financ1al balance' (In percent of GOP) -3.2 - 1 .5 0.1! 0.8 0.:! 0 . 1  
Current account balance (In percent of GOPJ 0.8 -0.9 -3.2 -4.1 - 2.9 2.3 
Gros� private investment ( In percent of GOP) 12.8 15.3 17.8 17.9 16.6 16.9 

MaJOr industrial countries 
Real GOP/GNP 2.9 3.6 4.6 3.5 '!..7 2.9 3.1  
Real total domestic demand 2.8 3.9 4.7 3.5 2.6 2.8 3 . 1  
GOP/GNP deflator 6.3 2.7 3.0 3.6 3.6 3.5 u 
General government linancial balance' (In percent of GOP/GNP)• - 2.9 -:u - 1 .5 - 1 . 1 -0.8 0.5 0.3 
Current account balance (In percent of GOP/GNP!' -0.2 -0.:1 -0.3 -0.5 -0.4 -0.3 -0.2 
Oro�� private investment (In percent of GOP/GNP)' 17.7 17.2 18.1  18.6 18.8 19.0 20.5 

Other industrial countries 
Real GOP/GNP 2.1 2.9 3.3 3.6 2.5 2.K 2.9 
Real total domestic demand 1.7 :\.4 3.8 4.4 2.7 3.0 :\.0 
GOP/GNP deflator 8.5 4.7 5.() 5.7 5.3 4.3 3.H 
Current account balunce lin percent of GOP/GNP)' - 1 .7 - 0.4 - 0.6 - 1 .0 - 1 .1  - 1 . 1  - 1.2 

All industrial countries 
Real GOP/GNP 2.8 3.5 4.4 3.5 2.7 2.9 3 . 1  
Real total dome>tic demanJ 2.7 3.8 4.6 3.6 2.6 2.8 3 . 1  
GOP/GNP deflator 6.6 2.9 3.2 3.9 3.9 3.6 3.3 
Current account balance (In percent of GOP/GNPJ• -0.4 -0.3 - 0.4 -0.6 -0.5 -0.4 -0.4 

1 These projections arc based on the assumptions of unchanged policies and constant real exchange rates and oil price,. 
' National account ba\i!.. 
' 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 

and 2.2 percent in 1989. 
1988 

• The last column refer\ to 1995. 

3 1  
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IJ · MEDIUM-TERM PROJECTIONS FOR INDUSTRIAL COUNTRIES 

Alternative Medium-Term Scenarios 

l n  previous reports on the World Economic Out
look. medium-term scenarios were used to illustrate 
a variety of market disturbances and policy actions. 
By allowing key variables to deviate from their 
values in the baseline projections. these scenarios 
helped to illustrate the possible adverse conse
quences of market reactions to persistent payments 
imbalances. the beneficial effect of fiscal and struc
tural measures in various industrial countries. and 
the consequences of inflationary disturbances under 
alternative policy responses. The principal results 
of these scenarios, which stand behind some of the 
policy conclusions contained in this report. were 
summarized in the October 1 989 edition of the World 
Economic Outlook. That edition also contained a 
longer-term analysis of the effects of demographic 
developments on private saving in the major indus
trial countries. This analysis is extended in Supple
mentary Note 3 to this report to include the effects 
of population aging on the supply of labor and on 
the demand for social services. including pensions. 
health, and education. 

Monetary Policy and Transition 
to Price Stability 

In  recent years. the monetary authorities of sev
eral industrial countries have identified the achieve
ment of price stability as the key long-term objective 
of monetary policy . 111 The importance of this objec
tive in the context of a strategy for durable growth 
is now widely recognized and, as indicated in Chap
ter I l l .  the long-run benefits of achieving and main
taining price stability are likely to be substantial. 
But these long-run benefits must be compared to 
any transitional cost of bringing down inflation; the 
scenarios presented in this section aim at gauging 
the magnitude and understanding the nature of these 
costs.1 1 The analysis concludes that the costs of 

1� For example. the United Kingdom's Financial S1a1ement 
and Budget Report for 1989-90 �tatel> th<JI ·· Monelary policy is 
designed to reduce money G DP growth and thus inflation over 
the medium term. with the ultimate objective of achieving stable 
prices.·· Sec al�o Allan Green�pan. Statemenl before the Sub
commitLee on Domestic Monetary Policy. U.S. House of Rep
resentatives (Washington. D.C .. October 1989) and John W .  
Crow. '"Targeting Monetary Policy:· Remark� 10 the British 
North American Committee (Montreal. Quebec. December 1989). 
ln1erest in thi'i topic also hao; been enhanced by the recent 
introduction in the Congres� of the United Slate� of a rel>olut ion 
that would. if adopted. direct the Federal Reserve to aim at 
zero inflation over the long run. Of course. the goal of price 
stability has been the guiding principle of monetary policy in 
several other industrial countries. nowbly Japan and Germany. 

" The scenarios are b<Jo;ed on simulation� performed with the 
�taff's multi-counlry macroeconomctric model. M ULTI.MOD: 
they do not deal with the long-run benefits of price stability. 
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Table 6. Effects of a Gradual Elimination of 
Inflation in the Industrial Countries, L99J-97 

(Deviation from baseline) 
1991 1993 

Real UDP l i n  percent) - 1 . 1  - I .:! 
lnfla1ion rale1 - 1.4 -2.6 
Monetary growth rate! 0.9 - 1.7 
Nominal long-term interest nlle - 2.4 -3.0 
Real long-tcrrn intere�t rate' 0.6 ().5 

1 Increase in consumer price�. at annual rate. 
1 I ncrea�e in ba�e money. at annual rate. 

1995 

- 1.0 
-3.3 
-:.!.3 
-3.3 

1).2 

1997 

- 0.5 

- J  . .'i 
- :!.5 
-:u 

1 The real interest rate is calculated as the nominal interest rate 
minu� the average rate of inllation expt•c/ecl over the next five yearl>. 

disinflation arc temporary and that they can vary 
substantially depending on the degree of wage/price 
flexibility and on the credibility of the monetary 
authorities' commitment to achieve its objective. 

Table 6 summarizes the main results of a scenario 
intended to illustrate the possible consequences of 
a simultaneous attempt to achieve price stability in  
all industrial countries over a period of six to eight 
years. For illustrative purposes, it is assumed that 
the United States, Japan. Germany. the United 
Kingdom, and Canada reduce the rate of monetary 
expansion by enough to bring inflation down to 
zero. 1 l  The cuts in  money growth are assumed to 
be phased in at a rate of one half of one percentage 
point a year until the required cut has been achieved. 
In France. Italy. and the smaller industrial countries. 
the rate of expansion of the money supply is assumed 
to be determined by the objective of maintaining a 
fixed nominal exchange rate vis-a-vis the deutsche 
mark. thus ensuring that inflation in these countries 
is also gradually reduced. although not entirely 
eliminated. It  is also assumed that the plan to reduce 
monetary growth and inftation i:, announced in 
advance and is viewed as fully credible by market 
participants. Finally. the model underlying the sim
ulations reflects the empi1ical finding that labor 
markets in the industrial countries are characterized 
by various degrees of wage/pi-ice stickiness. P 

which cannol be caplured adequately in macroeconomic modeb 
and are discu��ed in Chaplcr I l l .  

I! The required reduction of inflauon 1s measured in rcl::uion 
to the rate� of increase in �.:onsumer price-. projected 111 the 
!>taff� baseline for 1995. These ba:.clinc projection' imply 
significant reductions in inflation from the rates prevailing in 
1989. particularly in the United Kingdom and Canada. 

11 I n  M U L  TIMOD. the degree of wage/price lkxibility b 
determined by 1wo key parameter-; in the model"s price equation. 
The coefficient of expected inflation (1\) depends on I he average 
length of wage contn1ct1> anc.l on the degree of price inertia. The 
higher 8. the higher 1hc degree of 11Vminol wage and price 
llcxibility: 8 = I implic� 1h�11 nominal wages and priceo; are fully 
flexible. The coefficient II (which reflccl� the �en�itivity of wagel> 
and price>. It' changes in the degree of capacily utilization) can 
be inlcrprcted "'an indicator of real wage flexibilily. lhe higher 
x. the greater the degree of real wage flcxibilily. 
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By 1997, the rate of inflation is substantially 
reduced in all countries. Because prices and wages 
are not entirely flexible. however. the process of 
disinflation involves a rise in labor market slack and 
a decline in aggregate demand and output in relation 
to the baseline. This is brought about largely through 
a rise in the long-term real interest rate. 1 4  However. 
these unfavorable effects are temporary: eventually. 
both real GDP and real interest rates return to their 
baseline values. The transitory output losses arc 
relatively large in countries where the required 
reduction in inflation is comparatively large and 
where nominal wage/price inertia is estimated to be 
relatively high. Conversely. output losses tend to 
be small where inflation is initially low and where 
nominal wage/price inertia is estimated to be rela
tively low.1' 

After adjustment for inflation. the effects on 
external imbalances and fiscal posilions arc minor. 
The reduction in nominal interest rates lowers in
vestment income payments for the net debtors and 
lowers receipts for the creditor countries. thus 
reducing the measured current account deficits of 
the United States and Canada. and lowering the 
external surpluses of Japan and Germany. However. 
the effect of these changes in investment income 
flows is offset over time by the rise in the real value 
of the U . S .  and Canadian external liabilities (and. 
correspondingly. the rise in the real value of Ger
many's and Japan's external assets) that result from 
disinflation. Before adjusting for inflation. the de
cline in nominal interest rates also tends to lower 
the fiscal deficits of countries with a relatively large 
net government debt (the United States. Canada. 
and. particularly. italy), but these improvements 
are offset over time by a rise in the real value of 
the net government debt resulting from the drop in  
inflation. 

,. It l>hould be noted thai the real long-term interest rate is 
defined as the nominal int.:re�l rate minus the expec1ed rate or 
inflation. Becau!.e expectation� are a�sumed to be forward 
looking. the expected decline in inflation initially exceeds the 
actual decline. Therefore, initially the real intere<;t rate rise.,, 
even though the nominal rate fall::, by more than the actual rate 
of inflation. 

· 

" The estimated coefficients in MULTIMOD �uggest that 
nominal wage/p1ice inertia i� relatively high in Canada and the 
United States (I) = 0.3) and relatively low in Germany (!) = 
0.52). For other industrial countric<.. the estimated value� of<> 
range from 0.40 in Italy to 0.43 in the United Kingdom. These 
results are consistent with previous empirical evidence sug
gesting that nominal wage stickiness and lhe length or labor 
contract� b higher in North America than in Europe. Never
theless. the magnitude of the e�timated coefficients for Canada 
and United States appeared to be excessively low in light of the 
information available on wage contract length. Accordingly. in 
the simulations underlying the results �hown in Table 6, the 
values of <> for Canada and the United State'> were -;et at 0.4. 
the average of e�timated coefficient� for all indu:-.trial countrie�. 

Alternative Scenario!> 

The results presented in  Table 6 are intended to 
provide only a broad qualitative illustration of some 
of the possible consequences of disinflation. The 
quantitative aspects of these results should be in
terpreted with considerable caution, especially be
cause they depend critically upon certain key pa
rameters. for which statistical estimates arc rather 
imprecise. and upon several crucial assumptions. 
l n  particular, the output losses resulting from dis
inflation could be higher if the anti-inflation program 
were less than fully credible, but they could be 
substantially lower if the degree of wage flexibility 
were higher than assumed. In order to evaluate the 
sensitivity of the results to various assumptions. a 
number of simulations were performed by selecting 
different values of the nominal and real wage flex
ibility parameters (8 and A),  by modifying the degree 
of credibility of monetary policy. and by considering 
alternative time profiles for reducing the rate of 
monetary expansion. 

The main results of this analysis. which covered 
several different countries over various time pe
riods. were as foUows. In the case of a fully credible 
program to eliminate inflation, the cumulative output 
losses could be substantially reduced by increasing 
nominal wage and price flexibility. For a given 
degree of wage/price flexibility. the size of the output 
losses could be reduced by implementing a suffi
ciently gradual deceleration of monetary growth. 
Indeed, for relatively high degrees of flexibility. the 
output losses could be entirely eliminated with a 
very gradual monetary deceleration. The size of the 
cumulative output losses also declined markedly as 
the degree of credibility rose. The simulation results 
indicate that monetary policy credibility reduces 
output losses by shortening the period of high real 
interest rates. With full credibility these losses could 
be entirely eliminated even if the pace of monetary 
deceleration is relatively rapid. provided that nom
inal wage flexibility was sufficiently high. Finally. 
the analysis suggests that the transitional costs or 
disinflation also depend crucially upon the degree 
of real wage flexibility. In all countries the cumu
lative output losses were sharply reduced when the 
real wage flexibility coefficient A-which mea
sures the extent to which real wages adjust in 
response to changes in capacity utilization and 
unemployment-was increased by 50 percent rela
tive to its estimated value. 

Two points should be made about these resulb. 
First. the case for gradualism in reducing monetary 
growth hinges on the assumption of wage/price 
stickiness: if wages and prices were fully flexible. a 
front-loaded cut in monetary growth would result 
in a rapid drop in inflation with both output and the 
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real interesl rate remaining unchanged. Second, !he 
proposition that gradualism can help to reduce 
outpul losses in the transition to zero inflalion is 
based on the assumption that the credibility of the 
anti-inflation program is not affected by the speed 
of its implementation. Otherwise. a rapid deceler
ation of monetary growth in the initial phase of the 
program might help to convince markets of the 
authori!ies' resolve and thereby help to reduce 
output losses. An important. and related. point is 
that a credible program of disinflation could well 
lead to recontracting and to nominal wage conces
sions. If that is the case. aU the scenarios discussed 
above could well overestimate the size of output 
losses by assuming that the degree of wage stickiness 
remains unchanged even as inflation is being brought 
down. 

Possible Impact of Lower 
Defense Expenditures 

Recent developments in  Eastern Europe and the 
U.S.S.R.  have raised hopes of a substantial, world
wide reduction in  political tensions and have led to 
widespread speculation about a possible . .  peace 
dividend." Major reductions in defense spending. 
it has been argued. could have far-reaching eco
nomic implications: in particular, they could reduce 
budgetary pressures in countries with large fiscal 
deficits and allow for a substantial increase in public 
expenditure in other areas. This possibility has 
attracted particular attention in the United States 
where defense outlays are large both in absolute 
terms and in relation to GNP.  

In  percent of GNP. U .S .  defense expenditure 
came down from 9Y2 percent in FY 1961 to 5 percent 
in FY 1980, before rising to 61/� percent in FY 1986. 
Since then, defense spending has dropped to a little 
less than 6 percenl of GNP (still more than a fourth 
of total federal spending). Among other major industrial 
countries that are members of the Atlantic alliance, 
defense spending as a ratio to GNP/GDP is presently 
around J3/4 percent in Canada and Italy, 21/4 percent 
in the Federal Republic of Germany. a little more than 
3 percent in France. and approximately 4 percent in 
the United Kingdom. 

The magnitude and the time path of future cuts in 
military spending depend crucially on the extent to 
which international tensions continue to diminish and 
are therefore essentially unpredictable. It is possible, 
however, to assume reduction in defense expenditures 
that have already been proposed or that appear to be 
in the range of technical and political possibilities and 
to examine the macroeconomic and budgetary impact 
of such reductions in the major industrial countries. 
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A useful starting point would be to consider the cuts 
in defense spending proposed by the U.S.  Adminis
tration in the budget for FY 1991. As shown in the 
upper part of Table 7, these cuts would reduce ex
penditure by $25 billion in FY 1994 and $34 billion in 
FY 1995 relative to the current services baseline16 but 
by more than $38 billion (in FY 1994) from the 
Administration's FY 1990 budget proposal. It is pos
sible. however, that a continued easing of international 
tensions might set the stage for more substantial cuts 
in defense expenditures. 

To illustrate this possibility. it was assumed that 
U.S. defense spending would be frozen in nominal 
terms a! its level in FY 1990 ($296 billion). In relation 
to the baseline estimate. this would represent a cut of 
$ 1 0  billion in FY 1991. growing steadily to $56 biiJion 
( 1 6  percent) in FY 1995. Equiproportional cuts in 
defense spending were assumed for other large indus
trial countries that are members of the Atlantic alliance 
(Canada. France. the Federal Republic of Germany. 
Italy, and the United Kingdom). 

The estimated macroeconomic effects of these 
spending cuts. assuming unchanged monetary policies, 
can be summarized as follows. Over the short term 
there would be a small reduction of output in most of 
the industrial countries. However, the cumulative 
decline in output over the medium term would amount 
to less than I percent of GNP, even in those countries 
like the United States. the United Kingdom. and 
France, where defense expenditures (and also the 
assumed expenditure cuts) are relatively large as a 
share of GNP: the estimated output effects are insig
nificant in Canada. Italy. and Germany. The decline 
in GNP is transitory in all countries; in the long run 
output would be slightly above baseline as real interest 
rates decline moderately and some investment is crowded 
in. 

Jn  the United States. the United Kingdom. and 
France. where the estimated decline in aggregate 
demand is relatively large. there would be a small 
improvement in the current account, as domestic 
demand falls a little more than output and the net 
external asset position improves relative to GNP. 
External positions change very little in Canada, Italy. 
and Germany. but they weaken somewhal in Japan 
and the other industrial countries where no reduction 
in defense expenditure was assumed. The general 
government financial balance improves by a little more 
than the initial cut in spending, as the induced fall in 
interest payments exceeds the decline in revenue. As 
a result, the government debt/GNP ratio falls in all 

"'This ba!>cline underlies both the Administration·s FY 1991 
budget estimates and the �taft�, baseline projection�. It a��ume!> 
no growth in real defense appropriations. 
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Alternative Scenarios 

Table 7. United States: Alternative Projections for Defense Outlays and the Federal Deficit 

On billion� of U.S. dollars unless otherwise noted: fiscal years) 

Defense outlays 
Baseline Alternative cuts from baseline! 

Percent Billions 
FY 1990 of of 
Budget' GNP Dollar� ( i) (ii) 

1989' 304 5.9 304 
1990 303 5.7 296 
1991 3 1 4  5.5 306 3 10 
1992 326 5.4 3 1 8  9 ..,., 
1993 340 5.2 329 17 32 
1994 354 5.0 341 25 44 
1995 4.8 353 34 56 

Alternative projections for the federal deficit 

Ba:.eline projection� Projection' with defen�e cut' 
Adju�ted Gramm- Staff 
Rudman-Hollings Current 

baseline• Services' Gramm-Rudman-
(iii) (iv) (iiiHiiJ !iv)-(ii) Holling� target� 

1989' 152 152 152 15:! 136 
1990 122 115 122 122 100 
1991 1 0 1  1 19 90 109 64 
1992 73 1 1 2 5 1  90 2S 
1993 39 9() 7 64 
1994 13 87 - 3 1 43 
1995 - 1 3  74 -70 I S  

Source�: Budget of the United States Government. FY 1990 and FY 1991: and Fund �taff e�timate�. 
' Outlays for nationaJ defense requested in the budget for FY 1990. 
! Based on (i) adoption of the Administration's FY 1991 budget propo�aJs: and (iil defen�e outlay\ constant in nominal tern1s at their level 

in FY 1990. 
' Actual. 
• Based on the Administration's economic and technical as,umpuon�>. 
' Based on the Maffs economic as�umption� and the Administration·� technical m.,umpuon�. 

countries. but particularly in the United States. the 
United Kingdom, and France. 

In summary. the macroeconomic implications of 
defense cuts of the magnitude assumed in this scenario 
are small. Of course. such cuts probably would have 
significant regional and sectoral effects. The results of 
a recent study, based on somewhat different assump
tions, also suggest that the macroeconomic effects of 
cuts in defense spending in the United States would 
be relatively small. They do indicate that defense
related industries, particularly primary metals. aircraft. 
and electronic equipment, would suffer relatively large 
losses in output and employmenl .17 Still, the �hocks 
involved should be of a temporary nature. and should 
be absorbed by the industrial economies without major 
disruptions. 

The lower panel of Table 7 illustrates the budgetary 
impact of the assumed cuts i n  defense outlays on the 
basis of two alternative baseline estimates of the U.S.  

17 See Paul Hohgrieve and Gerald Godshaw. ""The Peace 
Dividend."" The WEFA Group (Philadelphia, Pennsylvania. 
January 1990). 

federal budget: ( J )  the ''adjustec.l Gramm-Rudman
Hollings (GRH) baseline .

.. 
based on the U . S .  Admin

istration's economic a�sumptions: and (2) the stafrs 
baseline projection. obtained by adjusting the GRH 
baseline for differences between the Administration 
and the staffs assumptions about economic growth 
and interest rates. (It  should be noted that the Admin
istration's and the staffs baseline estimates are based 
on the same technical assumptions and differ only with 
respect to the underlying macroeconomic projec
tions.)t8 As shown in Table 7, both estimates indicate 
that the cuts in defense spending (even using the higher 
estimate of such cuts) fall short of what is needed to 
balance the federal budget in 1993. as required by the 
GRH Act. By 1995. the cuts would yield a budget 
surplus of some $70 billion on the basis of the Admin
istration's baseline estimate, but they would re:-.ult in 
a deficit of $18 billion on the basis of the <>taffs 
estimate. 

'" All baseline and current service� e�timate� a\sume the 
continuation of present policy. Technical a�sumptions relate. 
inter alia. to the 'pendout ratio� relating appropriation' to 
outlay-,. 
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The estimates examined so far assumed that the 
saving resulting from cuts in defense spending would 
be entirely used to reduce fiscal deficits. By contrast, 
much of the public discussion of the so-called "peace 
dividend" in the United States has emphasized the 
scope for raising spending in a wide range of areas 
including education. drug enforcement. environmental 
protection. and infrastructure.19 It may well be that 
federal outlays in some of these areas may need to 

,.,  Furthermore. the U.S. Auministration has recogniLed that 
it face� unfunded liabilitie'> related to the rising cost� of health 
care. the envtronmental cleaning of federal facilities. and the 
contingent risk� of federal credit and in<;urance program<; which. 
even if managed on an orderly basb. could amount to one 
percent of G N P  a year. or more than $50 billion in 1989 pnces. 

36 

rise more rapidly than envisaged in current baseline 
projections. However. it should be recognized that if 
cuts in defense spending are to be offset by new 
spending initiatives in the non-defense area, the U.S.  
federal deficit could. on the basis of current revenue 
projections, remain substantial through the first half 
of the 1990s. These considerations underscore the 
importance of continued eff011s to curb federal spend
ing in general if the deficit reductions mandated by the 
GRH law for the next few years are to be achieved. 
Of course. if further real cuts in defense expenditures 
arc possible over the longer run. the scope for shifting 
the composition of government spending toward more 
productive areas could expand. in the United State::. 
as well as in other industrial countries. 
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Chapter III  

Policy Issues in Industrial Countries 

The recent slowdown of aggregate demand in the 
industrial world has reflected in part the widespread 
tightening of monetary conditions since mid-1988 
that was required to alleviate excess demand pres
sures and avoid a dangerous acceleration of inflation. 
The slowdown has been most pronounced in coun
tries such as Canada, the United Kingdom. and the 
United States, where capacity constraints had ap
peared at a relatively early stage and inflation had 
reached comparatively high levels. On the basis of 
present policies, the staffs projections envisage that 
the economic expansion in the industrial countries 
will continue over the next several years, approxi
mately at its pace in 1990-91 ,  and that inflation will 
tend to moderate. While a more pronounced slow
down cannot be ruled out, the balance of risks would 
seem to remain generally on the side of higher inflation. 

Against this background, monetary policy will 
need to remain generally cautious and, in some 
countries, sufficienlly tight to guard against the risk 
of a further acceleration of prices. On the basis of 
current fiscal policies. continued monetary restraint 
will mean the persistence of relatively high real 
interest rates, with unfavorable consequences for 
capital formation and for the debt burden of the 
developing countries. It is clear. however, that a 
lasting decline in interest rates cannot be sought by 
easing monetary policy and risking a flareup of price 
pressures that will have to be confronted at a later 
stage, and ultimately would call for even tighter 
monetary conditions. Instead. lower reaJ interest 
rates will require that monetary policy be strongly 
supported by fiscal action aimed at raising national 
saving, particularly in those countries where budget 
deficits remain high. including Canada, ltaly, Spain, 
and the United States. Decisive steps to improve 
the fiscal position in countries that are presently 
running large current account deficits, notably the 
United States, also would be the most effective way 
to reduce external imbalances among the major 
industrial countries. 

The October 1 989 issue of the World Economic 
Outlook identified three major objectives for a long
term strategy aimed at maximum sustainable growth
objectives which the industrial countries have pur
sued with varying degrees of success for the past 
decade: (i) to promote an environment of confidence 
and stability. particularly as regards the general 
level of prices: (ii) to ensure adequate rates of 
national saving and capital formation; and (iii) to 
remove the distortions that reduce the efficiency of 
resource use, and particularly those that affect 
international trade. These objectives remain valid. 
The following sections focus on the progress made 
so far and on what remains to be done to achieve 
these goals. 

Price Stability as an Objective 
of Monetary Policy 

From 1980 to 1988, consumer price inflation in 
the industrial countries was brought down from 
about 12 percent to about 3 percent. Progress was 
broadly based, but a few countl·ies succeeded in 
reducing inflation to very low levels. For example. 
in the period 1986-88 the annual rate of increase in 
consumer prices averaged less than I percent in 
Japan, Germany, and the Netherlands. It is not a 
coincidence that the reduction of inflation in the 
industrial countries has been accompanied by an 
exceptionally long expansion of output and employ
ment. I t  is also noteworthy that the countries with 
a recent history of very low inflation have succeeded 
in controlling wage/price pressures over the past 
year while maintaining comparatively strong growth 
of output. Against this background. the monetary 
authorities of many industrial countries have re
peatedly emphasized the importance of price sta
bility as a key goal of moneta1·y policy. This section 
examines the basic proposition underlying these 
views-and also those expressed in previous reports 
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on the World Economic Outlook: that the elimination 
of inflation would bring about a large and lasting 
improvement in economic performance.211 

Even when it is steady and fully anticipated. 
inflation can have serious adverse effects on eco
nomic efficiency. First, by blurring the distinction 
between changes in relative prices and changes in 
the general price level, it can seriously hinder the 
ability of market participants to allocate resources 
efficiently. Second. because most goods and ser
vices are advertised and offered for sale at specified 
prices. inflation will involve "menu costs . . . The 
higher the rate of inflation. the more frequent the 
need-and the higher the cost-of changing the lists. 
catalogues. and advertisements in which the prices 
of specific goods and services are quoted. Third. 
because the timing of individual price adjustments 
is  likely to vary among firms. higher rates of inflation 
are likely to be associated with increasingly large 
deviations from an optimal price structure in  which 
relative prices are determined only by fundamental 
factors such as technology and tastes. Fourth. a rise 
in inflation will increase transactions costs by re
ducing real money holdings. Several estimates sug
gest that these ' "shoe leather" costs of inflation are 
small ( in  the order of 0 . 1  percent of G N P  for a rate 
of inflation of around 4-5 percent). but this may 
well be an understatement because these estimates 
are based on an excessively narrow definition of 
transaction balances.21 

The adverse effects of inflation will be exacerbated 
by the existence of tax systems, government transfer 
programs. and private contracts (including mort
gages and installment loans) that are not fully in
dexed to inflation.1� In particular, the interaction 
between inflation and a non-indexed corporate tax 
system can di�tort relative rates of effective taxation 

�" For a comprehensive discussion of thi� is1.ue. :.ee Peter 
Hownt. .. Zero Inflation as a Long-Run Target for Monetary 
Policy." in Zero Jnflution: Th<' Goal oi Price Stability. ed. by 
Richard G. Lip�ey (Toronto: C.D. Howe Institute. December 
19891. 

" The full elimination of these "shoe leather 
. . cost<; would 

require a negotiw! rate of inflation equal in magnitude to the 
real rate of return on capital. Leaving aside the controversial 
view that �ome positive rate of infhllion ma> be desirable given 
the existence of dhtortionary taxe�. the case for aiming at f.ero. 
rather than negative. inflation rests on the view that existing 
price indexe� tend 10 overstate inllation by underestimating 
improvemenb in the quality of good� and �ervice!>. 

12 It might be argued that these adverse effects can be reduced 
by introducing measure!> �uch as indexation of tax brackets and 
the measurement of capital income on an inflation-adjusted 
basts. However. measure<; to mitigate inflation cost\ can seri
ou:.ly erode the credibility of the authoritie� by persuading 
market participants that the current levd-or. for that matter. 
even a higher level-of inflation has become acceptable to the 
authoritic�. Sec Stanley Fischer and Lawrence H. Summer�. 
.. Should Government!> Learn to Live with lnllationT" American 
J::conomic Rl'l'ieh·, Vol. 79. (May 19l:l9). pp. 382-87. 

among different types of asset�. and therefore reduce 
efficiency. For example. under the historical co�t� 
accounting system prevailing in many countries. the 
value of sales for tax purposes is measured by the 
nominal costs of inventories at the time the goods 
were produced. 1 nflation thus understates the re
placement cost of goods and therefore raises the 
relative cost of investing in  inventories. Historical 
cost accounting also understates the real cost of 
depreciation by an amount that rises with inflation. 
thus increasing the relative cost of investment in  
assets with comparatively long useful lives. such as 
industrial plant and heavy machinery. At the same 
time. because nominal interest payments are often 
tax deductible, inflation will encourage firms to rely 
on debt rather than equity financing, thus increasing 
the economy's vulnerability to cyclical fluctuations. 

If. in addition. there is uncertainty about the rate 
of inflation itself, individuals and firms (including 
financial institutions) will be at greater risk of capital 
gains and losses through imperfectly indexed con
tracts. By redistributing income and wealth arbi
trarily between creditors and debtors and between 
homeowners and renters, unanticipated inflation will 
increase the risk of social and economic disruptions. 
Furthermore. uncertainty about future inflation
which may, in turn. give rise to uncertainty about 
economic policies and developments more broadly
will raise the cost of capital and therefore discourage 
capital formation, as the added risk will need to be 
compensated by higher real interest rates. Saving 
will be diverted away from fixed investment toward 
real estate and other inflation hedges and valuable 
resource� will be drawn into wasteful attempts to 
benefit from inflation by inventing and implementing 
financial techniques and corporate strategic�. 

The various clements of the cost of inflation are 
exceedingly difficult to measure. and the existing 
quantitative estimate must therefore be interpreted 
with considerable caution. However, the problems 
encountered by countries with high inflation and 
some empirical estimates suggest that thc<,e costs 
are substantial and are likely to exceed the transitory 
costs of bringing down inflation by a substantial 
marginY It is also important to note that achieve
ment of price stability could reduce the probability 
of sharp cyclical downturns. With inflation fluc
tuating randomly around a mean value of LCro. the 
probability that adverse shocks would push up 
inflation into the range where a sharp reaction of 
the monetary authot·itie� would become necessary 

1' Sec Peter Howiu. llfl. C'it . . Peter Jarrett ami Jacl. Scludy . 
.. The Productivitv-lnflation Nexu� in Canadu. 1963-1979." fhc• 
Re1•iew of l:.cono;llin ami Swtistics. Augu�l 191!2. pp. 361-67 
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would be considerably lower than if inflation were 
to fluctuate around the levels of 4 to 8 percent 
currently prevailing in several industrial countries. 

The simulation results presented in Chapter 1 1  
suggest that the transitory costs of achieving price 
stability can be reduced substantially through the 
gradual implementation of a pre-announced and 
credible program of cuts in monetary growth. They 
also suggest that structural measures to enhance 
wage flexibility could go a long way to lower further. 
or even to eliminate. the losses incurred in bringing 
down inflation. But as long as some degree of wage/ 
price stickiness remains, credibility is likely to be 
the key to achieving price stability while minimizing 
output and employment losses. This will require, 
above all, consistent adherence to the objective of 
price stability by the monetary authorities. But it 
wiU also require adequate action on the fiscal front 
where appropriate and. in all cases, continued and 
unqualified government support for the policies of 
the central bank. 

Fiscal Consolidation: Medium-Term 
Trends and Prospects 

From 1970 to 1983 the national saving rate of the 
industrial countries feU from almost 25 percent of 
the group's combined GNP to 20 percent of GNP 
(Chart 23). This fall. which was accompanied by a 
sizable decline in the ratio of investment lo GNP. 
reflected in large measure a rise in the absorption 
of saving by the public sector. The general govern
ment's financial balance for the industrial countries 
taken as a group moved from a small surplus in 
1970 to a deficit of 2114 percent of GNP in 1979. The 
combined deficit continued to rise during the global 
recession in the early I 980s, and in I 983 it had reached 
4114 percent of GNP. Since then, however, the deficit 
has been substantially reduced to an estimated I 114 
percent of GNP in 1989. This has been reflected in 
some pick-up in national saving and investment rates. 
although both rates remain well below their levels in 
lhe early 1970s. The tendency for government debt/ 
GNP ratios to rise has generally slowed. and even 
arrested in some cases, but in most countries these 
ratios are now much higher than in the late 1970s. 

In a number of countries (including Australia, Den
mark, Japan, Sweden, and the United Kingdom) the 
fiscal position of the general government has moved 
from sizable deficits in 1983 to surpluses in 1989. 
Moreover, fiscal deficits have been lowered in Belgium. 
Canada, France. ireland. the Netherlands. Spain. and 
the United States, although they remain high in most 
of these countries. In Greece and Italy, however, 

Fiscal Consolidation 

Chart 23. Industrial Countries: 
Saving and investment 

(In percent of GNP) 

27r-------------------------------------, 
All lndustnal Countries 
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Source: Organization for Economic Cooperatjon and Develop
ment, national accounts. 

deficits have failed to come down significantly and 
remain above 10 percent of GOP. The staffs projec
tions envisage a further improvement in the general 
government financial balance (including social secu
rity) of most major industrial countries in the period 
ahead (Table 8). 

The interpretation of the fiscal position in certain 
major industrial countries is significantly influenced by 
the treatment of social security funds. The effect of 
excluding social security surpluses is to raise the U.S. 
deficit in relation to GNP by 23.4 percentage points in 
I 989, and to turn Japan's surplus into an estimated 
deficit of% of one percent of GNP. (See bot tom panel 
of Table 8.) ln  contrast, the exclusion of social security 
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Table 8.  Major Industrial Countries: General Government Financial Balances Including and Excluding 

Social Security, 1980-91 I 

!Percent of GNP/GDPl 

Staff Projection:-. 

1980 l9ll5 1 986 l 9X7 1 9ll!l 1989 1 990 1991  

Including Social S..:curily 

Canada -2.8 -h.H -5.5 - 4.4  -:!.h -3.4 -3.4 -2.6 
United State., 1 .3 3.3 - 3.4 2.4 2.0 2.() 1 .3 - I .  I 
Japan -4.4 -0.8 -0.9 0.7 2.1 2.8 3.2 3.6 
!-'ranee -0.2 - 2 7  -2.6 - 1 .6 - l.h - 1.4 - 1.3 - 1.:! 
German}. l-ed. Rep. of -2.9 - 1 . 1  - u  - l.H -2.1  !).::! - 0.3 -0.1  
Italy 7.0 - 12.5 - 1 1.6 - 1 1 .2 10.5 - 10.3 - 10.1 -9.7 
United Kmgdon1 -3.4 -2.7 -2.4 - 1 .5 0.1.! lUI 0.2 0. 1 

E'\cluding Social Securit} 

Canada -3.7 -7.5 -6.2 -4.K 1.0 -3.7 -3.6 - 2.7 
United State' - 1 .8 -4.8 -5.2 --1.4 -4.6 -4.7 --1.2 -3.9 

Japan' -7. 1 -3.9 - 4 . 1  -::!.4 - 1.6 -0.7 -0.3 
France -0.8 -3.2 - 2.4 - 2. 1 1 .5 - 1.4 - 1 .3 - 1 .3 
Germany. Fed. Rep. of -3.2 - 1 . 4  - 1.8 _ ., .,  -:!.2 -0.5 - I .() -0.4 
Italy -3.5 -7.9 -7.4 - 6 8  -h.2 -6.1 -h.O -5.7 
United Kmgdom' 1 .2 1.6 2.4 3.':1 3.4 3.4 2.9 

1 Nat10mtl Jncome Accounts basi.,. 
' Include., a�.,et .,ale� as negative expenditure. �ee Appendix Table A l 7  for balance'> c\cludtng -.uch -.ale.,, 
' For Japan. tho: c.:ntral government balance (:o.ee Table A 16) i� estimated at -0.8 percent of GNP in 1989. -0.5 percent in 1990. 

and -0.3 percent i n  1991.  

deficits raises the surplus of the United Kingdom and 
reduces Italy's deficit. The differences belween the 
two panels of Table 8 do not imply that it is more 
appropriate to use a concept of fiscal balance excluding 
social o;ecurity. lt does. however. underscore the need 
to focus on the extent to which the fiscal balance of a 
panicular country may be influenced by including 
social security �urplu�es that arc associated with future 
government liabilities and therefore cannot be counted 
on indefinitely to finance deficits in other parts of the 
budget. These considerations are particularly relevant 
given the prospect that the aging of population in the 
many industrial countries-and particularly in Japan
would lead to a sharp increase in the demand for public 
�ervices. notably in the social security areaY 

Structural Policies 

The importance of structural policies as part of a 
strategy for long-term growth is now broadly rec
ognized. A number of industrial countries have taken 
impot-tant steps toward improving efficiency in re
cent years. including major tax and financial re
forms. privatization. and measures to enhance the 
flexibility of labor markets. It is now essential to 
consolidate the progress made in these areas and to 
extend structural reform to sector!> where relatively 
little progress has been made. 

,. Thc ... e i\�ue-. arc examined i n  Supplemcnlllr} Note 3. 

40 

The most important measures thai should now be 
considered arc to cut industrial and farm subsidies 
and to reduce the restrictions that distort agricultural 
production and trade; to reform land regulations 
and those aspects of the distribution system that 
add to domestic costs and restrict market access: 
to further reduce distortions and rigidities in labor 
markets. including barriers to the intcrsectoral and 
interregional mobility oflabor: and to modify certain 
features of existing tax systems. including certain 
tax preferences that affect the level and distort the 
allocation of private saving or unduly reduce gov
ernment revenue. Forceful action in the�e areas 
would help to rai!>e productive capacity. lower 
unemployment. and reduce price pressures. 1t would 
also enhance the flexibility of markets in reacting 
to changes in relative prices (including real exchange 
rates) and therefore would facilitate the process of 
external adjustment. It should be recognized, how
ever. that the direct impact of structural reforms on 
the external current account cannot always be un
ambiguously determined. and that the basic justifi
cation for structural policies is to enhance economic 
efficiency and welfare. 

Multilateral trade negotiations under the Uruguay 
Round have entered their final and crucial year, and 
while some progress has been made. many substan
tive issues remain to be resolved. The first country 
reviews were initiated under the newly established 
Trade Policy Review Mechanism to strengthen Gen-
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era! Agreement on Tariff and Trade (GATT) sur
veillance over trade policies. Liberaliallion of trade 
in tropical products has also begun. and the GATT"s 
dispute settlement procedures have been stream
lined. Discussion'> continue on way� to enhance 
acces� under more predictable and strengthened 
trade rule:.. 

The mo�t difficult area in the negotiations is 
agriculture. where considerable differences remain. 
notably between the United States and the European 
Community. on the extent and nature of prospective 
reforms. and where Japan and some other countries 
continue to emphasize food <;ecurity issues. Also, 
it has not been possible so far to agree on methods 
to negotiate the liberalization of trade in textiles and 
clothing, and to agree on rule� for temporary non
discriminatory safeguards again�t fairly 1 raded im
ports. l n  addition. it remain� to be seen whether 
the negotiations will result in a significant reduction 
of tariff peaks and escalation. All these areas arc. 
of course. of great interest to the developing coun
tries. Other difficult areas include new disciplines 
on intellectual property rights and trade-related 
investment measures (with a number of developing 
countries having major reservations) and trade in 
service::.. although in  the latter area negotiations 
have proceeded somewhat faster than originally 
expected. 

Thus much remains to be done. and the coming 
months will prove crucial in determining whether 
governments are willing to make the compromi<;es 
needed to conclude the Uruguay Round successfully 
by the end of 1990. A successful conclusion is 
essential to reverse the drift toward protectionism 
and the usc of bilateral and uni lateral solution� to 
trade difficulties which seriously endangers the sy<>
tem of free and multilateral trade that has served 
the world economy so well. An improvement in 
market access for developing countries would also 
greatly facilitate their effort& to achieve higher, 
sustainable growth through more market-oriented 
policies and to adjust their balance of payments and 
debt situation�. 

Current Account Imbalances in the 
Largest Industrial Countries 

The emergence of large external imbalances in  
most of the major industrial countries has been one 
of the most remarkable macroeconomic develop
ments of the 1980s. and it has raised a number of 
questions that remain to be fully resolved. As 
recently as 198 1 ,  the external current account po
sitions of the three largest industJ-ial countries were 
in approximate balance (Table 9). l n  relation to 

Current Account imbalances 

Table 9. Major Industrial Countries: Sectoral 
Financial Balances, 198I-89t 

(In percent of GNP) 

Change' 

1981 1986 1989 198 1-86 191!6-89 

United States 
Current account balance 0.3 - 3 . 1  -2.0 -3A 1 . 1  
Fiscal balance' - 1 .0 - 3 ..1  -1.0 -1A I 4 
Private �ector: �aving 

minu:. inveslmenl' 1 . 1  0.2 0.8 -0.9 0.6 

Japan 
Curren! accounl balance 0.4 4.3 :!.0 3.9 2.3 
Fi:.cal balance: - 3.8 - 0.9 �.8 1.9 3.7 
Private �ector: saving 

minu� inveslment' 4.4 5.3 -0.5 (1.9 -5.l! 

Germany 
Curren\ accounl balance -0.5 4.4 4.4 4.9 

Fi:.cal balance' -3.7 - 1 .3 0.:! 2.4 1.5 
Private �ectOr: \aving 

minus inves1men1' 3. 1  5.7 4.2 2.6 - 1 .5 

' Figure� may not add up because of rounding. difference� in 
coverage bel ween balance of paymenl:. and nalional income account\ 
data for the current account. and the statistical discrepancy in the 
na1ional account\. 

: General government. National Income Account� ba�i�. 
' Include� net saving of the public sector enterprises. 

GNP. the deficit of the United States had reached 
more than 3 percent of GNP by 1986. and the 
surpluses of Germany and Japan had risen to almost 
41/:: percent. Since then the imbalances of Japan and 
the United States have narrowed significantly. but 
Germany's surplus has remained unchanged. 

Some of the explanations that have been offered to 
account for these developments have relied on models 
of current account transaction� and have focused on 
the role of real exchange rates and relative levcb of 
aggregate demand. The sharp real appreciation of the 
U.S .  dollar from 1980 to early 1985, coupled with 
higher growth in the United States than among its 
trading partners in the early �tages of the current 
expansion. resulted in a sharp deterioration of the 
U.S.  trade position. The effects of this deterioration 
were aggravated over time by a weakening of the U.S. 
net investment income balance. reflecting the decline 
in the net external asset position of the United States. 
Broadly speaking. the same explanations can be used. 
reversing all signs. to account for the widening sur
pluses of Germany and Japan. The narrowing of the 
U.S. and Japanese imbalances from 1986 to 1989 can 
be explained in part by the effects of the real depre
ciation of the U.S. dollar in 1985-86 and the associated 
real appreciation of the yen. Indeed. these exchange 
rate effects probably have been more powe1ful than 
what is suggested by the narrowing of external imbal
ances in the past few years. A number of model 
simulations indicate that these imbalances would have 

4 1  
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continued to widen sharply had real exchange rates 
remained at their levels in early I 985. 

These explanations are useful, but they are limited 
to the proximate determinants of the current account, 
such as incomes and relative prices. They do not deal 
directly with the impact of key policy variables on the 
external position. A second. and complementary, group 
of explanations looks at external imbalances as rep
resenting differences between national saving and 
domestic investment. Within that group. one view 
emphasizes the role of the fiscal position. The current 
account can be expressed as the sum of the financial 
surplus of the general government and the excess of 
private saving over investment. Therefore, if there is 
no systematic tendency for private saving to offset 
movements in public sector saving. a rise in the fiscal 
deficit should be reflected in a rise in the external 
deficit, or, depending on the degree of capital mobility. 
in the crowding out of domestic investment. An ex
ample of this type of explanation is the "twin deficits" 
hypothesis. which maintains that fiscal deficits give 
rise to external deficits, with the transmission mech
anism working through upward pressure on the real 
interest rate and a consequent real exchange rate 
appreciation. 

As shown in Table 9. in the period 198 1-86. the 
U.S.  current account deficit rose in relation to GNP 
by 3 Y2 percentage points while the deficit of the general 
government worsened by about 2112 percentage points. 
During the same period. Japan's external surplus 
widened by 4 percentage points while the fiscal position 
improved by nearly 3 percentage points. And in Ger
many the external surplus surged by almost 5 per
centage points in relation to GNP while the fiscal 
deficit narrowed by approximately 2!h percentage points. 
While these changes are broadly consistent with the 
hypothesis of a link between fiscal and current account 
imbalances. they also suggest that other factors were 
at play. The widening of the external imbalances from 
1981 to 1986 also reflected significant changes in the 
difference between private saving and investment
specifically a decline in the United States and a rise 
in Japan and. even more so. in Germany. For the 
period 1986-89, the data still suggest a relation between 
fiscal and current-account imbalances for the United 
States, but not for Germany or Japan.25 

A third school of thought also focuses on differences 
between saving and investment but emphasizes the 
behavior of the private sector. l n  its most extreme 

2.• For the other industrial countrie�. the explamuor� perfor
mance of the hypothesi� i:. rath..:r mixed. For exampl.:. i n  the 
U nited Kingdom the current account has shifted from SILable 
�urpluses in the early 19R(h to a deficit of more than 4 percent 
of GNP last year. in spite of a !>teady and substantial improve
ment in the fiscal positions. 
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form. it argues that current account imbalance::. reflect 
the implications of differences in the balance between 
private saving and investment among countries. re
sulting. for example. from different tax systems, dif
ferent demographic and technological trends. or other 
factors that affect international comparisons or ri'ik
adjusted rates of return. According to this view. the 
widening of external imbalances during the 1980s 
represents a process of convergence to a new equilib
rium in which these factors have begun to play a more 
prominent role owing to the widespread liberalization 
of financial markets in many countries. These argu
ments have been used in a variety of ways to explain 
the external deficits of countries like Spain and the 
United Kingdom and the large surplus of Germany. 

A particular version of this argument also has been 
used to explain the emergence of U.S.  current account 
deficits during the first half of the 1980s. According to 
the "safe haven·· hypothesis. tax and regulatory mea
sures to improve the rate of return on investment in 
the United States. together with economic and political 
uncertainties in some parts of the world {including the 
developing countries). resulted in a large inflow of 
foreign private capital into the United States. The real 
appreciation of the dollar in the first half of this decade 
and the rise in the U . S .  current account deficit were. 
according to this view. mostly the by-products of these 
autonomous capital inflows. and not the result of fiscal 
deficits. One difficulty with this hypothesis is that the 
drop in the U.S.  private saving/investment balance in 
the period 1981-86 reflected predominantly a decline 
in the private saving rate. rather than a rise in the 
share of investment in GNP. 

The various approaches to the explanation of current 
account imbalances are not mutually exclusive. but 
rather complementary. l n  particular, the "fiscal/cur
rent account nexus·' hypothesis appears to explain 
some of the fact::.. particularly for the three largest 
industrial countries. but not all the facts: the · ·private 
saving/investment'' hypothesis provides an appealing 
and complementary source of explanation. although it 
has yet to be subject to rigorous empirical tests. What 
is clear is that world financial markets are now more 
closely integrated than in previou� decades. a:. indi
cated by the weakening in the l980s of the previously 
close cross-country correlations between saving and 
investment among industrial countries. The higher 
degree of financial integration means that persistent 
domestic imbalances in both the public and the private 
sector are more likely to be reflected in capital move
ments among countries and therefore in persistent 
external imbalance�. 

These considerations suggest that the interpretation 
of current account imbalance� is a complex matter 
that requires an assessment of the underlying factors 
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affecting saving (both public and p1ivate) and invest
ment. The question whether the prospects for persis
tent external imbalances over the medium term should 
be viewed with concern thus cannot be answered 
simply by reference to the size of the imbalance, but 
requires an examination of the underlying stance of 
policies. Inasmuch as the imbalances reflect an inad
equate budgetary position, there is a clear implication 
for fiscal policy. If they reflect microeconomic distor
tions that affect private decisions to save and invest. 
then these distortions should be removed. lf the 
concern is that large and prolonged external deficits 
could. no matter how unjustifiably. encourage attempts 
to rely on restrictive trade policies. then the first best 
would be to resist those attempts, rather than allow 
trade and macroeconomic policies to be unduly influ
enced by protectionist pressures. Finally, the high 
demand for world saving that is likely to result from 
the reconstruction of Eastern Europe. the prospective 
unification of Germany. and the continued needs of 
the developing countries strongly reinforces the prop
osition that any reduction in existing current account 
imbalance should emphasize policies to increase na
tional saving in the deficit countries. and not to lower 
saving in the surplus countrie . 

Issues and Prospects in the 
European Community 

Economic activity in the European Community 
(EC)  has been quite strong in the past two years. 
and growth is expected to moderate only slightly in 
1990-91 .  While the United Kingdom is experiencing 
a relatively pronounced weakening of growth. the 
expansion has been well sustained in continental 
Europe. owing partly to the strength of business 
investment. The favorable investment climate re
flects a number of factors. including the planned 
completion of a single European market by 1992 
and expectations of increased trade opportunities 
arising from an early liberalization of the Eastern 
European economies. 

The strong economic performance of the Com
munity in recent years has been reflected in sub
stantial job creation. and the overall rate of unem
ployment has begun to decline although it remains 
significantly higher than in North America and 
Japan. However, the rapid expansion of demand 
also has been accompanied by a rise in inflation. 
This rise has been most pronounced in some of the 
countries where the level of inflation already was 
relatively high. posing the risk of a reversal of the 
process of ·'nominal convergence'' that is both a 
key objective of the European Monetary System 

European Community 

and a condition for its smooth functioning. Also, 
there has been a significant widening of external 
imbalances within the EC in recent years: whereas 
the Community's overall current account position 
moved from a surplus of l 1/2 percent of GDP in 1986 
to approximate balance in 1989, the gap between the 
country with the largest surplus (Germany) and those 
with the largest deficits (the United Kingdom and 
Spain) has continued to widen. The growing disparity 
in current account positions has become a matter of 
some concern because of the perception that it might 
give rise to adverse reactions in financial markets. 
However. a significant transfer of resources among 
members of an integrated economic union is hardly 
surprising and, indeed. may be desirable in order to 
achieve the goal of . .  real convergence. "26 Indeed. this 
process may intensify in the coming years as economic 
integration continues, all restrictions on capital move
ments are removed and a single financial area is 
established. But this would not necessarily lead to 
higher external imbalances. Indeed. Germany's surplus 
could be substantially reduced if economic integration 
between the German Democratic Republic and the 
Federal Republic of Germany were to be achieved and 
resulted in a large rise in the demand for capital in a 
unified Germany. 

At the Madrid Summit in June 1989. the European 
Council decided that the first stage in the realization 
of the Economic and Monetary Union would begin on 
July I .  1990. as had been proposed earlier in the year 
by the Delors Committee.z7 This stage of the process 
will include the following principal elements: ( i )  the 
internal market program will be completed by 1 992:28 

(ii) procedures for multilateral surveillance of economic 
developments and policies will be established on the 
basis of agreed indicators. with the objective of 
strengthening the coordination and consistency of 
economic policies among member states; and, (iii) all 
EC currencies (including sterling, the drachma, and 
the escudo) will become participants in the European 
Monetary System (EMS) exchange rate mechanism. 
lt is envisaged that the first stage would be implemented 
under the existing institutional framework. However, 

2" The Community·� objective of "real convergence" refers 
to the catching up of the countries and regions with relatively 
low per e<lpita income h::ve!S tO thO�e of the most prosperous 
region::.. "Nominal convergence" i>. broadly defined as a reduc
tion of inflation rates toward that of the country with the lowest 
rate of price increase. together with a narrowing of budgetary 
imbalance::.. 

'' Commiuce for Lhe SLudy of Economic and Monetary Union. 
Report 011 J::nmomic and !vlonetary Unio11 i11 tire European 
Community. April 1989. 

2" By early 19!JO mo�t of Lhe directives necessary Lo implement 
the o,ingle market had been adopted by the Council of Minis1ers: 
however. the reflection of these measures in national kgislalion 
ha>. been lagging behind. 
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at the Strasbourg Summit in December 1989 it was 
decided to convene an intergovernmental conference 
by the end of 1990 to consider treaty and institutional 
changes which would be required to implement sub
sequent !>!ages of the process toward the Economic 
and Monetary Union. Such changes might include the 
creation of a European System of Central Banks 
(second stage). a move to irrevocably locked exchange 
rates. and eventually the transition to a single Com
munity currency (third stage). 

The impact of these far-reaching proposals is difficult 
to assess. It has been estimated that the single market 
program alone could raise the level of output in the 
Community by 4 to 5 percent: but the margin of 
uncertainty is quite large.�') The implications of full 
economic and monetary union arc even more difficult 
to evaluate. as it would constitute a major systemic 
change and would likely be accompanied by substantial 
modifications in policymaking and in the way policy 
changes are transmitted through the economy. If closer 
fiscal policy coordination could be achieved, the co
ordination of monetary policy-which is already taking 
place through the constraints imposed by the European 
Monetary System-would be greatly facilitated. In
sofar as the Economic and Monetary Union would 
contribute to inflation control, promote financial mar
ket stability, and increase competition and efficiency. 
its benefits could be substantial. 

The Community's promising economic outlook for 
the 1990s is ba!>ed not only on the prospects for 
integration within the EC. but also on the process of 
economic and political liberalization in Eastern Europe 
and the growing interest among non-EC countries in 
Western Europe to strengthen trade and financial ties 
with the Community. EC institutions already play a 
major role in channelling financial and technical as
sistance to several Eastern European countries. and 
the EC Commission has expressed its willingness to 
expand the scope of its trade agreements with those 
countries. as it already has with the European Free 
Trade Area. While it is difficult to predict the nature 
and extent of the future economic linkages between 
the Community and the rest of Europe. intra-European 
trade and cross-border portfolio and direct investment 
flows probably will expand considerably in the 1990s. 
providing economic stimulus to the entire region. 

Europe's relations with other regions are also likely 
to be affected by the structural changes that could 
result from the Economic and Monetary Union. Jn  
this context, it is essential for the Community to ensure 
that the fears about the possible emergence of an 
inward-looking Europe prove unfounded, notably with 

2'> See ··The Economic:, of 1992.'' European Economy. EC 
Commbsion. March llJ88. 
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regard to replacement of national barriers with 
Community-wide re�trainb and the application of re
ciprocity. local content. and rules of origin principles. 
The Community has an important responsibility. to
gether with other major trading nations. to contribute 
to a successful conclusion of the Uruguay Round of 
trade ncgoliations. including a reduction of farm sub
sidies, a liberalization of world trade in agricultural 
products, and improvement in market access for de
veloping countrie!>. 

Policy Issues in Individual Countries 

After several years of moderate growth, economic 
activity in Germany strengthened markedly in 1988-
89-a ped"ormance which reflected the successful 
implementation oft he medium-term strategy of fiscal 
consolidation and the pursuit of an anti-inflationary 
monetary policy. However. as economic activity 
accelerated. prices rose �omewhat more rapidly in 
1989 and interest rates increased sharply during 1989 
and early 1990. At the same time, the current account 
surplus rose to 4 '12 percent of GNP. 

In the near term, the growth of output is expected 
Lo remain strong and the appreciation of the deutsche 
mark since mid-1989 :,hould help to contain inflation. 
However, monetary policy should continue to be 
restrained. as the economy is close to full capacity 
ami there is an increased danger of wage-price pres
sures. The current budget stance implie� a net fiscal 
stimulus for 1990 stemming from the reduction in 
revenue associated with the next stage of tax reform. 
Furthermore. the outlook could be significantly af
fected by the impact on the economy of the Federal 
Republic of Germany of the influx of workers from 
the German Democratic Republic and. more funda
mentally. by the possible ramifications of the prospec
tive unification of Germany. These developments (which 
are not taken into account in  the staffs projections) 
could well lead to a substantial rise in aggregate demand 
in Germany. Of course, this could well be accompanied 
by an increase in potential GNP which would need to 
be taken into account in setting the course of monetary 
policy. With regard to fiscal policy, the evolving 
situation in the German Democratic Republic suggests 
that a rise in government expenditures over planned 
levels may be difficult to avoid. Tn this case. attention 
should clearly focus on some offsetting reductions in 
expenditure and subsidies. 

Following several years of moderate growth. eco
nomic activity in France rebounded in 1988 and 1989. 
Faster growth was accompanied by a slight firming in 
wage and price inflation, albeit from low levels. and 
by a further deterioration of the trade balance. How-
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ever. the current account deficit remained small in 
relation to GNP owing to an upturn in the services 
balance. An improvement in performance was also 
indicated by the strength of industrial investment and 
exports. These developments were accompanied by 
an effective appreciation of the French franc. which 
reflected the strategy pursued since 1983 which aimed 
at reducing inflation. The key components of this 
strategy include a fiscal policy aimed at achieving 
continued reductions in the budget deficit and in the 
tax burden and a policy of wage restraint. particularly 
in the public sector. notably in publicly owned enter
prises. Wage moderation, together with relatively high 
productivity growth. has improved the competitive 
position of French producers in spite of the appreci
ation of the franc. These policies have been comple
mented by a number of structural adjustment policies. 
in particular the liberalization of prices. the foreign 
exchange market. and the financial sector. At this 
juncture of strong growth in demand and high rates of 
capacity utilization. the continuation of policies of 
monetary and fiscal restraint is required. Moreover. 
while the unemployment rate has declined somewhat. 
it remains quite high, suggesting that policies of wage 
moderation and of increasing labor market flexibility 
remain essential. 

Economic growth in Jraly has been close to the 
average of other European countries in the past few 
years. However. while inflation declined considerably 
during most of the 1980s. prices have continued to rise 
more rapidly in Italy than in most of its European 
trading partners. The strength of economic activity 
fostered some gains in employment in the past few 
years. but the unemployment rate has remained un
changed at about 12 percent. The external current 
account. which was in approximate balance in 1986-
87. has shifted to a deficit of about I percent of G DP 
in 1989. 

Notwithstanding continued buoyant economic con
ditions. the deficit of the general government has 
remained essentially unchanged at more than 10 per
cent of GDP and the rapidly growing public debt is 
now as large as GOP. The key issue facing the 
authorities is therefore to bring about a substantial 
reduction in the budget deficit. Progress in this area 
has become increasingly urgent in light of the first 
stage of the Economic and Monetary Union and of 
the decision at the beginning of this year to narrow 
the margin of fluctuation of the Italian lira in the 
exchange rate mechanism of the EMS. To ensure 
progress in achieving convergence of inflation and 
interest rates toward the European average, the official 
objective of achieving a primary surplus of Y� percent 
of GOP in the central government's accounts by 1992 
should be considered a minimum. l n  reducing the 
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deficit, emphasis must be placed on culling expendi
ture, improving the overall efficiency in tax collection. 
and lowering transfers to public enterpric;es and 
regions. 

In contrast to the continued buoyancy of activity in 
the rest of the European Community. the United 

Kingdom has experienced a substantial economic slow
down. This followed a long period of sustained growl h,  
supported by strong investment. that brought the 
unemployment rate to the lowest level of the decade 
in 1989, but culminated in a gradual rise in the under
lying rate of inOation. The fiscal position improved 
markedly during the 1980s, but the private saving rate 
fell and the current account moved into a deficit of 
about 4 percent of GOP in 1989. 

l n  the face of the unsustainable rapid growth in 
aggregate demand and the related intensification of 
wage/price pressures, since mid-1988 the authorities 
have progressively acted to tighten monetary condi
tions. As a result, short-term interest rates have ric;en 
sharply. and the growth of domestic demand has been 
restrained. l n  retrospect. however. economic activity 
consistently turned out to be more robu�t than expected 
following each stage of monetary tightening. and the 
success in containing inflation has been less than 
anticipated. Although the growth in demand is now 
slowing in response to the tight stance of policy. the 
question remains whether monetary policy is suffi
ciently tight to arrest. and then gradually reverse co-;t/ 
price pressures, particularly in view of the tight con
ditions now prevailing in labor markets. Moreover. 
given the critical importance of reducing inflation. the 
budgetary surplus for the next fiscal year would seem 
to be appropriate. Restraining the growth of domestic 
demand and containing the rise in wages and prices is 
also required in order to make room for an expansion 
of net exports, and to enhance the international com
petitiveness of the U.K.  economy without reliance on 
a nominal exchange rate depreciation that would ex
acerbate wage-price pressures. 

During the past several years the economy or Japan 
has undergone a considerable transformation in an 
environment of rapid growth. Domestic demand has 
increased rapidly. with business investment showing 
particular strength, and the dependence of the manu
facturing sector on external demand has been reduced 
as production has been shifted abroad. resulting in a 
substantial decline in the current account surplus. This 
transformation has taken place in an environment of 
low inflation. Concern about the price �ituation did 
arise last year as factor markets tightened. commodity 
prices rose. and the yen depreciated. Monetary policy 
was tightened in 1989. following a period in which the 
strength of the yen and favorable wage and productivity 
developments allowed the pursuit of a relatively ac-
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commodative stance, and underlying inflation (adjusted 
for the direct impact of the new consumption tax) has 
been kept under control. Finally. the Japanese au
thorities have successfully pursued the objective of 
fiscal consolidation. The financial balance of the gen
eral government has improved considerably. and the 
Government has achieved its goal of eliminating the 
issue of deficit-financed bonds in the FY 1990 budget. 

The Japanese economy is in a strong position to 
address the challenges of the future: to maintain the 
momentum of growth with low inflation: to improve 
resource allocation and welfare: and to contribute to 
international growth and stability. Succes� in achieving 
these goals will require the continuation of cautious 
macroeconomic policies. ln addition. the progress 
made in recent years in the structural area. particularly 
on financial and tax reform. must now be extended to 
other areas, including land management. and certain 
aspects of the distribution system that restrict market 
entry by both foreign and new domestic firms. The 
public sector also should continue to play an important 
role in improving Japan's social infrastructure in those 
areas where the social rate of return cannot be fully 
captured by the market. Progress also has been made 
in the trade area, but imports of certain agricultural 
goods remain subject to quotas, and agricultural reform 
must be extended to cover domestic support policies. 
These measures would help to improve efficiency 
domestically and contribute to the strengthening of a 
free international trade system in which Japan ha� a 
major stake. 

Japan's current account has declined markedly over 
the past three years, but on the basis of CUJTent 
exchange rates, little further adjustment would seem 
to be forthcoming. Given the need to maintain price 
stability, and in view of the relatively high burden 
implied by Japan's gross public debt and the prospec
tive aging of the Japanese population, an expansionary 
shift in monetary and fiscal poUcies aimed at reducing 
the external surplus would not seem to be appropriate 
in the absence of strong adjustment measures in the 
deficit countries. Moreover, the possibility of a rise in 
world demand for saving associated with recent and 
prospective developments in Germany and Eastern 
Europe suggests that it might not be desirable for 
Japan to eliminate its external surplus over the next 
few years, especially through actions that would reduce 
national saving. 

The unusually long economic expansion in the Unired 
States has now slowed considerably. and although 
wage and price pressures have not yet subsided, the 
rise in the underlying rate of inflation appears to have 
been contained. Moreover. in the past few years the 
United States has made progress in reducing its bud
getary imbalance in relation to GNP. and there has 
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been a significant narrowing of the current account 
deficit. Against this background. the prospects for 
moderate economic growth over the next two years 
appear to be favorable. For the longer run. however. 
the United States will have to tackle a number of 
problems that could undermine the prospects for sus
tainable growth, including in pa11icular historically low 
levels of national saving, and a rate of inflation that 
remains too high both in absolute terms and relative 
to that achieved by other major countries. In view of 
the high costs of accepting the continuation of inflation 
at present rates, the case for moving toward price 
stability-the key objective of the Federal Reserve
appears to be compelling. 

While proposals to increase private saving deserve 
serious consideration, it is clear that the objective of 
raising national saving must involve primarily a sub
stantial improvement in the federal fiscal position. The 
Administration's budget for FY 1991,  presented earlier 
this year. contains proposals that would. on the basis 
of the Administration ·s economic assumptions. elim
inate the federal deficit by 1993 in line with the Gramm
Rudman-Hollings (GRH) targets. However, recent 
experience indicates that Congressional approval of 
the proposed budget cuts cannot be taken for granted. 
Without such cuts. and on the basis of the staff-; more 
conservative economic assumptions. substantial defi
cits would persist over the medium term. ln  these 
circumstances, decisive steps are now required to 
reduce federal :.pending. and if necessary to increase 
revenue. so as to achieve the targets mandated by the 
GRH legislation and balance the budget by 1993. Jt is 
possible that further reductions in defense expendi
ture-beyond those already achieved in the past sev
eral years and those proposed in the budget for FY 
1991-might allow for deeper cuts in the deficit. How
ever. as indicated in Chapter I l .  the scope for reducing 
such expenditures overt he short- to medium-term should 
not be overestimated. Moreover. there is considerable 
pre:.sure to increase non-defense spending in various 
areas-including education. infrastructure. drug en
forcement, and environmental protection. The scope 
for increased spending in these areas-which arc un
doubtedly important to the welfare of the U.S. popu
lation-could expand over the longer run if continued 
reductions in world tensions were to give rise to further 
cuts in defense spending. For the next few years, 
however. the need to reduce the budget deficit-and 
therefore to make room for private investment-will 
require restraint on all categories of federal spending. 

As was indicated earlier in this chapter. much of the 
decline in the U.S.  budget deficit in recent years has 
reflected the growing surpluses of the social secUJity 
trust funds and these :.urpluses are expected to rise 
substantially in the next several years. (Sec the discus-
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sion above concerning fiscal consolidation.) Whether 
or not they are included as part of the federal budget, 
these surpluses c..lo represent a contribution to national 
saving. Thus, the cut in social security taxes that has 
been proposed recently in the Congress would. unless 
it were immediately offset by increases in other taxes 
or by reduced retirement benefits. exacerbate the short
age of saving. What must be recognized is that the 
social security surpluses are associated with future 
government liabilities of an even greater magnitude and 
should therefore be used to increase national wealth, 
not government consumption. The Administration's 
latest budget proposed to set up a framework in which 
a rising proportion of the social ::.ecurity surplus would 
be devoted to reducing the federal debt. This proposal, 
which is tantamount to seeking a surplus on the unified 
budget equal to the social security surplus as a longer
term objective of fiscal policy. would seem to be entirely 
appropriate and. if implemented, would boost capital 
formation and the growth of potential output in the 
United States. It would also contribute to lower the 
U.S. current account deficit. thus reducing pressure on 
world interest rates at a time when the demand for 
world saving could be rising as a result of developments 
in Germany and Eastern Europe. 

In recent years, there has been concern about the 
possibility that certain provisions of the Trade and 
Competitiveness Act of 1988 might be implemented in 
a protectionist way. or with undue emphasis on a 
unilateral/bilateral approach. There has also been con
cern about the continuation of voluntary export re
straint agreements and other measures that restrict 
access to the U.S. market. While the trade measures 
maintained by the United States are. on the whole. 
less restrictive than those maintained in most other 
major countries. there is undoubtedly scope for lib
eralizing imports in certain areas, and also for removing 
the distortions introduced by existing farm programs. 
Such actions would be highly beneficial to the world 
economy, and would reaffirm the leadership role of 
the United States in  the trade area. 

Individual Countrie!l 

Output and employment in Canada expanded strongly 
in 1987 and 1988 and. with the economy operating 
virtually at full employment. wage and price inflation 
increased last year. The current account deficit has 
widened substantially in the past year and a half. to 
about 3 percent of GDP. reflecting the strength of 
domestic demand and the real effective appreciation 
of the Canadian dollar over the last three years. Faced 
with increasing cost/price pressures, the Bank of Can
ada has been compelled to maintain a stringent mon
etary policy in order to dampen the expansion of 
aggregate demand. Continuation of the present mon
etary policy would seem appropriate until there are 
convincing signs that inflationary pressures are abating. 
Notwithstanding strong economic growth, progress 
has been slow in the last two years in  reducing the 
federal deficit. which is estimated at about 4112 percent 
of GDP in FY 1989, and Canada's high debt to GNP 
ratio has made the fiscal position quite vulnerable to 
increases in interest rates. The important fiscal mea
sures proposed in the budget for FY 1990/91 would 
permit a resumption of progress in reducing the 
deficit/G DP ratio. The extent of such progress. how
ever, will depend on the evolution of interest rates. 
and it cannot be ruled out that additional measures 
might be required. if fiscal policy is to play an adequate 
role in alleviating pressure on resource use and fos
tering conditions conducive to an expansion in in
vestment and a reduction in Canada's large CUJ1"ent 
account deficit. 

A number of important structural initiative� are 
underway in Canada, including reforms relating to the 
sales tax and the unemployment insurance system. 
Together with previous tax reform measures 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 I V  

Medium-Term Prospects and Policy Issues in 
Developing Countries 

Since the early 1 980s. external payments prob
lems. and i n  particular the burden of debt. have 
been the main policy issue in many developing 
countries. Despite the progress achieved since 1982 
and some recent successes. the need for action on 
external debt remains pressing. This concern was 
reflected i n  the recent strengthening of the debt 
strategy, i n  particular in the recognition that a 
reduction of the debt overhang may be necessary 
i n  some cases as part of a broader strategy to 
improve the economic performance of debtor coun
tries.30 At the same time it was recognized that debt 
reduction is no panacea and that the success of the 
strategy also requires an adequate flow of new 
financing, the maintenance of a favorable external 
environment and an open trading system, and, most 
important, substantial further adjustment efforts by 
the debtor countries. 

In many developing countries, the debt crisis has 
been associated with a considerable weakening of 
growth and investment and a deterioration i n  relative 
inflation performance (see Table 10). While the 
average rate of inflation fel l  substantially in industrial 
countries during the 1980s, it declined only slightly 
in developing countries without debt-servicing dif
ficulties and i t  rose sharply in developing countries 
with debt-servicing difficulties. As the decade drew 
to a close. inflation stabilized or declined in a number 
of countries. but in large parts of the developing 
world. inflation remained considerably higher than 
in the industrial countries. Moreover, inflation ac
celerated further in many countries with chronically 
high inflation, and several of these countries are 
now verging on hyperinflation. If debt-reduction 
operations are to make an effective contribution to 
the restoration of growth in developing countries, 

lo For an assessment of the meaning and consequences of the 
debt overhang. see World £,·anomie Outlook. April 1 989. Chap
ter IV and Supplementary Note l .  
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Table 10. Growth and Inflation in the World 
Economy, 1969-89 
(Annual rates. in percent) 

1969-73 1974-82 1983-89 

Growth' 

Industrial countries 4.3 2.1 3.6 

Developing countries 7.2 4.3 3.6 

Africa 7.5 2.8 1 . 8  
Asia 5.2 5.9 7.4 
Europe 5.9 3.9 2.6 
Middle East 1 1 .9 3.5 1 .0 
Western Hemisphere 6.9 3.8 1 .7  

Countries with recent debt-
servicing difficulties 6.6 3.5 1.9 

Countries without debt-
servicing difficulties 5.7 5.4 6.7 

lnflation2 

Industrial countries 5.5 9.7 3.9 

Developing countries 10.0 24.2 49.5 

Africa 7.5 16.9 17.2 
Asia 7.5 9.8 9A 
Europe 6.1 19.0 47.0 
Middle East 6.5 15.5 16.0 
Western Hemisphere 17.0 52.0 177.3 

Countries with recent debt-
servicing difficulties 1 1 .9 34.8 107.8 

Countries without debt-
servicing difficulties 7.8 13.6 1 1 .3 

' Weighted average of growth rates of real GOP, where weights 
are average U.S. dollar value of OOPs over the preceding three 
years. 

, Weighted average change in consumer prices. where weights 
are average U.S. dollar value of GDPs over the preceding three 
years. 
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they must take place in a macroeconomic environ
ment conducive to a recovery in investment. At  
present. this  i� by no means a�sured. given current 
inflation trends. In reviewing the medium-term out
look for developing countries. this chapter therefore 
gives particular emphasis to the problem of inflation, 
its consequences. causes. and possible remedies. 

Policy Background 

The stance of policies in  countries with and 
without debt-�ervicing difficulties ha� differed con
siderably in recent years. l n  the period 1983-89. 
fiscal deficits were considerably larger. and mone
tary aggregate!:> expanded at a much faster rate. in  
the group of countries with recent debt-servicing 
problems than in the countries that have avoided 
such difficulties. In the first group of countries. 
central government fi�cal deficits averaged 7 percent 
of GOP. and broad money increased at an average 
annual rate of 106 percent in 1 983-89. This compares 
with an average fiscal deficit of 4 percent of GDP 
and an average annual rate of monetary expansion 
of 22 percent in the countries without debt-servicing 
difficulties. 

A significant number of countries with debt prob
lems have intensified their adjustment efforts in the 
past three years. ln  1987. Mexico launched a com
prehensive ami-inflation plan which entailed signif
icant cuts in the fiscal deficit and strict monetary 
control. In 1989, Cote d'lvoire, Nigeria, and Ven
ezuela began to strengthen adjustment policies after 
repeated slippages in earlier years. Among the low
income problem debtors in Africa, Uganda and 
Zambia have recently tightened financial policies: 
and Ghana and Madagascar continue to pursue a 
strategy of fiscal consolidation and monetary re
straint. In most high-inflation countries. however. 
policy slippages continued i n  1989, highlighting the 
difficulties of stabilizing rapidly accelerating infla
tion. Fiscal conditions worsened markedly and mon
etary expansion accelerated last year in Brazil. and. 
after a temporary improvement. in Argentina. In 
Poland and Yugoslavia. unrestrained credit expan
sion accommodated rapid wage and price increases. 
At the beginning of this year. however. Poland 
implemented a strong stabilization program and. 
more recently. Argentina. Brazil, and Yugoslavia 
have substantially tightened policies. 

Financial policies have generally been more cau
tious in countrie!:> that have avoided debt-servicing 
difficullies. Central government budgets in recent 
years were in balance or in �lll-plus in Korea and 
Thailand. ln Indonesia. timely adju�tment after the 
decline in  oil prices in 1986 prevented a lasting 
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deterioration in the fiscal position. Credit expansion 
was strong in the latter countries but it accommo
dated mainly private sector inve!:>tment and generally 
did not lead to a significant rise in inflation. In  
China. inflation accelerated shar-ply in 1988 but 
credit conditions were quickly tightened. 

Recognizing the negative implications for growth 
and macroeconomic stability of widespread struc
tural rigidities in their economies, many developing 
countt-ies. notably Mexico, Ghana. Indonesia. Mad
agascar, and Viet N a m  have implemented far
reaching structural reforms in recent years. These 
reforms generally included trade liberalization to 
enhance efficiency and competitiveness: decontrol 
of price systems to increase the responsiveness of 
both supply and demand to price signals: restruc
turing of government finances to free resource� for 
private sector investment. to permit a reduction in 
credit expansion. and to lessen the dependence of 
revenues on external developments: reorganization 
of public sector enterprises to enhance efficiency: 
and deregulation of the financial sector to stimulate 
private sector saving and improve the allocation of 
saving. Such reforms have raised potential output 
and enhanced the flexibility with which the economy 
adjusts to changes in the external environment. 

Medium-Term Outlook 

The staffs projections are generally ba�ed on the 
assumption of broadly unchanged policies. How
ever. in certain cases where significant policy changes 
are considered likely-for example. in the context 
of Fund- or Bank-supported adjustment programs
policies are projected to improve in line with pro
gram objectives. In view of the slippages that have 
repeatedly occurred in a number of countrie�. this 
assumption could entail considerable downside risk 
for some of the projections. 

The medium-term outlook for developing coun
tries also depends critically on the global economic 
environment. The baseline projections for devel
oping countries envisage the continuation of recent 
trends in the world economy. Output growth in 
industrial countries is assumed to be sustained at a 
rate of about 3 percent over the medium term. Short
term interest rates (six-month LIB OR on U . S .  dollar 
deposits) are assumed to average 8Y4 percent over 
the forecast period. somewhat below the average for 
the period 1983-89. The terms of trade for net dehtor 
developing countries would remain relatively weak in 
the medium term, following a decline in 1990. 

Total financing flows to the net debtor countries arc 
assumed to charige little in 1990-95 compared with 
1983-89. The prospect of a major resumption of spon-
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JV • Mt.DIUM-TERM PROSPECTS IN DEVELOPING COUNTRIES 

taneous commercial bank lending to developing coun
tries with recent debt-servicing problems appears un
likely at present. Debt-reduction operations should 
help to alleviate the burden of debt service for some 
debtors: and this has been taken into account in the 
projections i n  those-relatively few-cases where debt
reduction packages have already been agreed or where 
negotiations are at an advanced stage. l n  other cases, 
because of the continued low level of spontaneous 
nonofficial lending. some further need for concerted 
financing by private creditors appears likely. Borrow
ing from official sources is expected to rise slightly, 
leading inevitably to a further rise in the share of debt 
held by official creditors. 

Against this background. the staffs medium-term 
baseline scenario (details of which arc given in Tables 
A5 1-53 of the Stati tical Appendix) shows GDP growth 
in net debtor developing countries increasing to 5 
percent in 1992-95 . significantly faster than in 1989-
9 1 .  Compared with 1983-89 (see Table I 1 ) ,  there would 
be a considerable improvement in the first half of the 
1 990s in the performance of countries that have re
cently experienced debt-servicing difficulties. The in
crease in growth projected for these countries rests 
heavily on the assumption that adjustment policies are 
successful in bringing down inflation and improving 
the climate for domestic savings and investment. 
Inflation is projected to fall to 12 percent in these 
countries in the 1992-95 period. and investment ratios 
would rise by 4-5 percentage points from recent levels, 
largely on the basis of higher domestic savings. The 
assumption of improved adjustment is particularly 
critical for the projected increase in growth in Western 
Hemisphere developing countries. A marked improve
ment in growth rates from current levels is also 
projected for Eastern European countries. The pro· 
jections for Africa, based on a fairly weak oullook for 
the region's terms of trade. would allow little scope 
for recouping the real income losses of the last decade. 
The strongest growth rates are projected for Asia, de
spite downward revisions to the staffs forecast for China. 

The combined current account deficit of net debtor 
countries is projected to narrow significantly in the 
medium term to I .4 percent of exports by 1995. l n  
Africa and the Western Hemisphere, substantial re
ductions in deficits are projected, reflecting relatively 
strong export volume growth. falling interest payments 
(as a percentage of exports) and the limited availability 
of external financing. A significant reduction in current 
account deficits relative to exports is also projected 
for net debtor countries in Asia and the Middle East. 
l n  Europe, the current account balance is projected 
to return to surplus after deficits in 1990 and 1991.  

External debt ana debt-service ratios for developing 
countries are projected to decline considerably in the 
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medium term, as a result of a continued expansion of 
exports, reduced borrowing, and the impact of debt 
and debt-service reduction operations. For countries 
with recent debt-servicing difficulties, total external 
debt would decline from 249 percent of exports of 
goods and services in 1 989 to 189 percent in 1995. 
Among geographic regions, the sharpest reductions 
are projected for the Western Hemisphere and the 
Middle East. However, debt-service ratios of devel
oping countries with recent debt-servicing difficulties. 
although declining from 27 percent in 1989 to 24 percent 
in 1995, are expected to remain high, in particular in 
some countries in sub-Saharan Africa and the Western 
Hemisphere. The debt situation in these countries is 
likely to remain difficult for a number of years. 

The decline in debt ratios is projected to be accom
panied by a shift toward lending by official creditors 
(see Chart 24). In contrast to the period prior to 1 983, 
official creditors are expected to provide nearly all of 
the total net (nominal) external credit extended during 
1 990-95 to countries with recent debt-servicing diffi
culties. The rise in the relative importance of official 
lending largely reflects the projected modest level of 
new financing flows from the commercial banks. 

The baseline scenario is of course sensitive to any 
policy slippage in developing countries and to changes 
in the global environment. The improvement in growth 
prospects i n  countries with recent debt-servicing dif
ficulties depends on a recovery of investment ratios 
and an increase in the efficiency of investment. both 
of which would be threatened if the projected improve
ment in policies does not materialize. Given the past 
record in some countries, there is a risk that the 
projections may be too optimistic. 

As regards the external environment, previous issues 
of the World Economic Outlook have examined the 
impact on the developing countries of higher world 
interest rates or lower growth in the industrial world. 
Another important question that arises in this context 
is how developing countries might be affected by 
policies aimed at eliminating inflation in the industrial 
countries. The simulations reported in Chapter 1 1  
(Table 6) suggest that a program designed to achieve 
price stability in the industrial countries would result 
in a decline in nominal interest rates and a temporary 
slowdown in industrial country growth. The implica
tions of this alternative scenario for net debtor devel
oping countries are summarized in Table 12.31 

" The alternative �cenario is generated by me<tn!> of a disag
gregated econometric model for developing countries. The 
methodology and structure of the model are discussed in Charles 
Adams and Claire Hughe!> Adam . .. Scenario and Forecast 
Adjustment Model for Developing Countries.·· Suiff Studies for 
the World £conm1Jic Out/ooJ. (Washington: International Mon· 
etary Fund. 1989). 
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Table l J .  Net Debtor Developing Countries: Indicators of Economic Performance, 1969-95 

Net debtor countries. total 

Real GDP 
Investment ratio 
Export volume 
Import volume 
Term� of trade 
Consumer prices 

Trade balance 
Current account balance 
Net official creditJ 
Net bank credit• 

Trade balance 
Current account balance 
Total external debt� 
Debt-service payments 

or which: interest payments 

Countries with recent debt-servicing difficulties 

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

Trade balance 
Current account balance 
Net official credit3 
Net bank credit• 

Trade balance 
Current account balance 
Total external debt$ 
Debt-service payments 

Of which: interest payments 

Countries without debt-servicing difficulties 

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

Trade balance 
Current account balance 
Net official credit1 
Net bank credit• 

Trade balance 
Current account balance 
Total external debt5 
Debt-service payments 

Of which: interest payments 

1 Excluding China. 

1969-73'·' 197�82' 1983-89 

6.3 
21.9 

6.2 
7.7 
2.3 

10.5 

-5.7 
-8.5 

4.8 

(Annual clumr:es in percen/ or percenl of GDP) 

4.1  4.0 
25.8 23.5 

1.9 8 . 1  
5.5 4.2 

2.2 - 1.7 
27.8 57.4 

(Annual m·erages. in billions of U.S. dollars) 

-27.8 3.0 

-50� -34.1 
20.7 2t!.l 

5.4 
(As percell/ of exports of good.1 and sen·ices, period a••erages) 

-7.5 -8.3 0.4 
- 1 1 . 1  - 14. 1  - 6.3 

1 10.8 165.7 149.3 
17.2 ll:L6 23.4 
7.6 8 . 1  12.5 

1969-73' 

6.6 
22.8 

4.4 
6.8 

2.5 
1 1 .9 

0.2 

-4.8 
1.7 

197�82 1983-89 

(Annual clttm!(e.,· in percenl or percem (�( GDP) 
3.5 1.9 

26.0 19.3 
-05 4� 

-U - 1.8 
3.2 -3.1  

34.8 107.8 
(Anmwl a••erage.l, in hillion.1 <�( U.S. dollar.�) 

-6.9 26.4 
- 34.9 -21.0 

13.1  20.7 

(As perce111 of exporls of goods and sen·ices. tu•riod averages) 

- 10.1 
1 1 1.5 

18.8 
7.4 

1969-731.2 

5.7 
20.6 

9.3 
8.9 
1.8 
7.8 

- 6.0 

- 3.6 

3.1 

-3.9 10.5 
- 17.4 -8.7 
222.2 248.7 

24.2 31 .6  
10.2 19.3 

197�21 1983-89 

(Annual clumges in perc ell/ or perc-en/ 1�( GDP) 

5. 1  6.7 
25.4 28.6 

5.6 10.8 
7.0 8.5 
0.7 -0.6 

15.8 1 1 .3 

(A11nua/ m•emJ:eS, in billiom of U.S. dollars) 

-21.0 -:!3.3 
- 14.9 - 1:1.2 

7.4 7.4 
5.3 

(As percent of exporls of goods and st>n•ia.v. period m·eraJ(es) 

- 19.8 - 14.5 - 7.6 

- 12.7 - 10.2 -4.6 
1 10.4 105.4 90.0 

15.0 1 1.5 17.1  
8.0 5.5 7.3 

0 Net official credit. debt service, and interest payments shown are 197 1-73 averages. 

1990--95 

4.6 
26.4 

6.8 
6.5 

-0.2 

20.2 

-31.0 
30.4 

2.7 

-0.1 
-3. 1  
1 10.0 

16 9 
8.8 

1990--95 

4.1 
23.8 

5.0 
5.2 

-0.6 
32.7 

25.3 
- 24.8 

2 1 . 3  

- 2 . 1  

6.7 
-6.8 
188.7 
25.9 

15.6 

1990-95 

5 . 1  
29.0 

7.8 
7.2 

7.6 

- 25.2 
-6.2 

9.1 
4.8 

- 3.8 
- 1.0 
67.8 
I I.! \  
5.0 

' Estimate of long-term borrowing from official creditors. 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. 

5 1  
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IV · MEDIUM-TERM PROSPECTS IN DEVELOPING COUNTR1ES 

Chart 24. Net External Credit to 
Developing Countries 

(Annual averages. in billions of U.S. dollars) 

• Towl 11rt �-���mal cr�du I • Nrt o/fidul ('(�dll l • Net ban� credu J 

30 30 

20 20 

10 10 

0 0 

- 1 0  - 1 0  
1983-86 1 987-89 ICJ90-95 IQ83-R6 1987-89 1990-95 

30 
Asia Europe 

30 

20 20 

10 10 

0 0 

- 1 0  - 1 0  
1983-86 1987-89 1990-95 1983-86 1987-89 1 990.95 

30 30 
Middle East Western Hemisphere 

20 20 

10 10 

0 0 

-10 1--------...J 
1983-86 19HH9 1990-95 

�------------' - 1 0  
1983-86 1987-89 1990-95 

1 Excluding reserve-related liabilities. 
1 Estimate of long-term borrowing from official creditors. See' 

footnotes to Table A40 in the Statistical Appendix for further 
explanation. 

J Estimate of net lending from commercial banks. including impacl 
of debt reductions. See footnotes to Table A40 in the Statistical 
Appendix for further explanation. 

As a result of the slowdown in industrial countries, 
output growth in developing countries would be slightly 
lower than in the baseline and the level of national 
income in the period 1992-95 would be on average I 
percent lower. However, the impact would vary widely 
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across countries. The decline in income would be most 
pronounced for the exporters of manufactures. al
though terms-of-trade gains would offset some of theiJ· 
export volume losses. Heavily indebted countries and 
small, low-income countries would suffer relatively 
small output losses and many of them would experience 
a slight increase in national income because of the 
reduction in interest payments. Lower nominal interest 
rates would lead to a substantial reduction in the debt
service burden (equivalent to about 2 percent of exports 
for heavily indebted countries) despite a sharp rise in 
debt-export ratios resulting mainly from the decline in 
dollar export prices. The group of countries with recent 
debt-servicing problems would therefore gain slightly 
from a move toward price stability in industrial coun
tries. Moreover. as indicated in Chapter III,  the elim
ination of inflation would yield large and lasting effi
ciency gains in the industrial countries that would 
indirectly benefit the developing countries, particularly 
the exporters of manufactured goods. 

Debtor countries would also benefit through a re
duction in their own inflation rates in relation to the 
baseline. In addition to a 16 percent decline in import 
prices, some net debtors could benefit from reductions 
in domestically generated inflation of up to 2 percent 
a year on the basis of unchanged policies. However, 
for many developing countries, the reductions would 
be insignificant and the solution to their inflation 
difficulties would need to be sought elsewhere. 

Recent Experience in Developing Countries 

The end of the 1980s witnessed an upsurge in 
inflationary pressures in many parts of the devel
oping world. The increase in inflation occurred 
mainly in the Western Hemisphere and among the 
developing countries of Europe. and affected mainly 
countries with recent debt-servicing difficulties. l n  
these groups, inflation reached record levels i n  1988 
and again in 1989 (see Chart 1 2  in Chapter 1 ) .  
Countries a s  diverse a s  Argentina. Brazil. China, 
Nigeria, Poland, Turkey, and Yugoslavia have ex
perienced sharp increases in inflation in the last few 
years. 

Episodes of high inflation in developing countries 
are not new. but they have become much more 
frequent in recent years. Over the last 25 years. 1 6  
countries have expei·ienced acute inflation-defined 
as inflation rates in excess of 80 percent for two 
years or more (Table 13).32 l n  all but three cases, 

n The classification used here and in Table 13 i� adapted from 
Arnold C. Harberger. "A Primer on Inflation." Journal of 
Money. Credit and Banking. Vol. 10 (November 1978). pp. 502-
2 1 .  
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Recent Experience 

Table 12. Medium-Term Implications for Developing Countries of Eliminating lnHation in Industrial 
Countries, 1990-95 

(Difference from the baseline scenario in percentage points) 

1990 1991 1992-95 1990 1991 1992-95 

Net debtor countries By financial criteria 

Current account balance' -0.6 -0.6 - 1 .2 Countries with recent debt-servicing difficullies 
Debt ratio 4.3 6.6 15.9 
Debt-service ratio -0.2 -0.5 -0.6 Current account balance' -0.5 -0.7 - 1 . 1  
Real GNP -0.4 -0.4 - I . I Debt ratio 6.3 9.9 23.1  
Export volume - 1 .5 -2.0 -4.6 Debt-service ratio -0.7 - 1 .3 -2.0 
Import volume -0.5 -0.4 -0.2 Real GNP 0.1 0.2 0.3 
Terms of trade 0.3 0.7 2.5 Export volume - o.s - I .  I - 1.9 

Import volume 0.4 0.9 2.5 
By region Terms of trade 0.1 0.4 1 .5  

Africa Countries without debt-servicing difficulties 

Current account balance' -0.4 -0.5 -0.8 Current account balance' -0.6 0.6 - 1 .2 
Debt ratio 5.4 8.4 20.2 Debt ratio 2.6 4.0 I(). I 
Debt-service ratio -0.2 -0.6 - 1.0 Debt-service ratio 0 . 1  -0.1 -0.1 
Real GNP 0 . 1  0.4 0.9 Real GNP -0.8 -0.9 - 2.3 
Export volume -0.8 - 1 . 0  - 1.6 Export volume - 2. 1  - 2.9 -6.9 
Import volume ' 0. 1 0.7 1.6 Import volume - 1 .0 - I .  I - 1.9 
Terms of trade 0.3 0.9 Terms of trade 0.4 1.0 3.3 

Asia By miscellaneous criteria 

Current account balance' -0.5 -0.6 - 1.3 Primary products exporters 
Debt ratio 2 . 1  3.5 8.9 
Debt-service ratio - 0 . 1  - 0 . 1  Current account balance' -2.0 -2.1 -4.2 
Real GNP -0.8 - 1 .0 -2.5 Debt ratio 15.2 20.3 46.3 
Export volume -2.2 - 3 . 1  -7.6 Debt-service ratio 0.2 -0.5 - 1.3 
Import volume - 1 .0 - 1 .3 -2.0 Real GNP -0.4 -0.3 -0.6 
Terms of trade 0.6 1 . 1  3.5 Export volume - 1.7 -2.3 -4.8 

Import volume -0.9 -0.5 -0.4 
Europe Terms of trade - 1 .2 -0.7 -0.1  

Current account balance' -0.2 -0.2 -0.8 Exporters of manufactures 
Debt ratio 2.8 4.4 1 2.2 
Debt-service ratio -0.5 - 1 .0 - 1 .4 Current account balance' -0.5 -0.5 - 1 .0 
Real GNP -0.2 -0.2 -0.4 Debt ratio 2.5 3.8 9. 1  
Export volume -0.8 - 1 .0 - 2.2 Debt-service ratio - 0. 1  -0.3 -0.4 
Import volume -0.2 0.3 1.6 Real GNP -0.7 -0.9 - 1.9 
Terms of trade 0.3 0.8 3.0 Export volume -2.2 -3.0 -6.6 

Import volume - 1 .0 - 1 .2 - 1 .4 
Non-oil Middle East Tem1s of trade 0.4 1.0 3.3 

Current account balance' - I .  I - 1 .3 - 1 .8 Fifteen heavily indebted countries 
Debt ratio 9.0 15. 1 35.4 
Debt-service ratio 0.4 0.5 1 . 8  Current account balance' -0.7 -0.8 - 0.9 
Real GNP -0.6 -0.9 - 1 . 8  Debt ratio 8 . 1  1 1 .8 25.5 
Export volume - 1 .4 - 1.8 -3.2 Debt-service ratio -0.7 - 1 .4 -2.2 
Import volume 1 .3 Real GNP 0.2 0.3 
Terms of trade 1 . 1  1 . 4  4.3 Export volume - 1 .0 - 1 .3 -2.3 

Import volume 0.3 1.0 1.7 
Western Hemisphere Terms of trade -0.3 0.3 

Current account balance'  -0.9 -0.9 - 1 .4 Small lO\\·income countries 
Debt ratio 9.6 1 3 . 1  28.3 
Debt-service ratio -0.7 - 1 .6 -2.7 Current account balance' - 1 .7 - 1 .8 - 4 . 1  
Real GNP 0.1 Debt ratio 13.4 17.7 44.4 
Export volume - 1 .2 - 1.5 -2.8 Debt-service ratio -0.7 - 1 .8 
Import volume 0.2 0.9 1 .6 Real GNP -0.2 0.1 0.5 
Terms of trade -0.4 - 0 . 1  0.3 Export volume - 1 . 1  - 1 .5 - 2.9 

Import volume -0.5 -0.1 1 . 1  
Terms of trade - 1 . 0  - 0.2 0.9 

' Ratio to exports of goods and services. 
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Table 13. Higb-lnflation Episodes in Developing Countries, 1 964-89 

Chronic Inflation' Acute Inflation= Runaway lntlation' 

Annual Rate Annual Rate Annual Rate 
Country Years ( In  percent) Years (In percent) Years (In percent) 

Argentina 1975--89 280.8 1976 443.2 
1983-85 529.2 
1988-89 1,087 . 1  

Bolivia 1982-86 776.5 1983-86 1.133.4 

Brazil 1967-7 1 23.4 1980-89 233.5 1984-85 223.0 
1974-79 38.7 1987-89 605.6 

Chile 1973-77 265.4 1973-76 329.2 

Colombia 1973-77 24.2 

1 985-89 23.8 
Ecuador 1983-89 40.9  

Ghana 1975-84 64.5 

Guinea 1980-84 32.1  

Guinea-Bissau 1983-89 52.8 

lndone�ia 1964-68 221 .3 

Israel 1974-79 44.9 1980-85 183.5 1984-85 337.9 

Lao. P.D.R. 1980-86 69.0 

Mexico 1980-85 54.4 198fH!8 109.9 

Mozambique 1983--89 48.0 

Nicaragua 1964-73 26.9 198.5-89 1 .515.8 
1979-84 32.8 

Paraguay 1984-89 24.4 

Peru 1975-82 51 .5 1983-85 127.0 198!!-89 1 ,827.9 

Poland 1989 252.0 

Sierra Leone 1981-85 50.7 1986-87 124.5 

Somalia 1979-87 40.9 1988-89 94.0 

Sudan 1978-89 34.6 

Tanzania 1980-89 29.8 

Turkey 1977-89 47.6 

Uganda 1979-8 1 IOO.X 1987 256.0 
1985-88 166.4 

Uruguay 1964-69 64.5 1967-68 106.5 

1971--81 59.8 
1983-89 64.6 

Viet Nam 1980-84 59.2 1985-89 236.4 19R6-88 364 0 

Yemen Arab Republic 1969-75 32.6 

Yugoslavia 1979-85 41.9 1986-89 257.fo 1989 r.:m.7 

Zaire 1974-86 50.2 1987-89 84.1 

Zambia 1984-89 46.0 

Source: Official and Fund staff estimates. 
1 Chronic Inflation: Annual rates of 20-80 percent for five or more consecutive years. 
' Acute lntiation: Annual rates over 80 percent for two or more consecutive years. 
' Runaway Inflation: Annual rates over 200 percent for one year or more. 
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Table 14. World Economic Outlook Fo•·ecasts of Developing Country Inflation, 1984-89 

( In  percent) 
All Developing Western 

Countries Africa Asia Europe MiJdle Ea�t Hemi,phere 
Forecast Date Foreca-;t Ouuurn Foreca�l Oulturn Foreca'l Oulturn Forcc;l'>t Outltlrn f-oreca'>l Ounurn Forecast Ouuurn 
April 1984 2!U 37.7 15 .7 17.8 4.9 6.9 :!3.0 2lUl 47.2 16.5 91 .6 I 19.8 

April 1985 34.8 .W.3 1('1.1 13.1\ 5.5 h.7 22.4 27.9 17.3 13.R 1 13.7 144.0 

April 1986 25.9 28.6 1 3 . 1  I·U! SA 5.9 25.1 27A 1 1 .9 I I .  I 76.() 86.5 

April 1987 30.1 40.3 12.6 16.2 5.-l lU 22.7 30.3 I I .  I 16.3 97.7 130.1\ 

April 19ll8 46.7 67.1 12.7 11\.8 7.h 14.6 J U  49.3 14.1 18.R 177.5 277.6 

April 1989 45.5 104.1 15.1  20.2 10.0 1 1 .9 50.3 169.ll 14.6 11.9 154.9 53 1 .0 

Sources: World t:nmomic Om loot-. variou� year,. April fMeca't" <arc for the curr.:nt year. "Outt urn·:· are the figure� reported in the 
World Economic Outlook publi�hed in April of the .f(JI/owinK year (i.e .. they uo nut renect later uata revi,ion,). 

inflation peaked in the second half of the 1980s, and 
in most cases prices were increasing at an annual 
rate of at least 200 percent in the peak year. Another 
13 developing countries suffered ·'chronic" inflation 
in the 1980::.-experiencing inflation rates in excess 
of 20 percent for five or more years-although. as 
discussed in Chapter I. some have subsequently 
succeeded in reducing their inflation rate. 

In an environment of accelerating inflation. it is 
perhaps not surprising that the forecasts published 
in recent editions of the World Eco11omic Outloo/, 

have tended to underestimate inflation. Table 14 
shows that the under-prediction applies to all re
gional groupings apart from the Middle East. U nder
prediction of inflation was also a feature of earlier 
forecasrs.11 but the extent of under-prediction has 
tended to increase in recent years. largely as a result 
of policy slippage and delayed implementation of 
stabilization programs. 

Consequences of High Inflation 
in Developing Countries 

I t  is sometimes argued that a moderately high 
rate of inflation is a necessary by-product or even 

a spur \o deve\opmen\.)1\ Proponen\s of \his argu
ment point to structural rigiditie:. in developing 
countries ::1s the main source of inflation. These 
rigidities include downward inflexibility in  nominal 
prices. susceptibility to supply shocks, bottlenecks 
in production and distribution, a narrow tax base. 
and underdeveloped financial markets. There is no 

03 S.:e Michael J. Artis. ·· How Accurate is the Worlu Economic 
Outlook? A Po�t Mortem on Short·Term Foreca�ting at the 
International Monetary Fund," Staff' Studie.1 for the World 
Economic Outloo/.. (Washington: International Monetary Fund. 
1988). 

,. For a summary of the argument'> for anu against thi!> 
proposition and a review of earlier evidence. see Omotunde 
E.G. Johnson. ··on Growth and Inflation in Developing Coun
tries:· StafJPapers. lnternational Monetary Fund (Wa�hington), 
Vol. 3 1  (December 1984). pp. 636-60. 

question that these distortions and rigidities exist 
anu that they seriously hinder growth. But the 
solution must be to tackle the root cause of the 
problem through structural measures. Attempts to 
smooth out the development process by accepting 
inflation arc bound to be counterproductive and risk 
leading to runaway inflation. 

As discussed in Chapter 1 1 1 .  inflation involves 
serious costs, many of which apply with particular 
force to the high-inflation developing countries. High 
inflation and inflation variability create uncertainty 
and undermine the confidence of domestic investors 
and foreign lenders. At very high levels of inflation. 
the economic horizon is shortened and financial 
instability disrupts economic decisions. High infla
tion is usually al<>o a symptom of fundamental 
problems in macroeconomic management. While 
inflation persists. private sector investors will expect 
the government to be driven eventually to take 
corrective measures. The longer these are delayed. 
the more disruptive the effect on the economy. 

Inflation also distorts the functioning of the price 
mechanism. The evidence from studies of devel
oping countries35 suggests that relative prices tend 
to become more variable as inflation rises even 
wb.ere i.ndeKation i.'\ Qreva.lenl., Qartl-s because man-s 
governments attempt to protect certain segments or 
the population from inflation through the expedient 
of selective price controls. ln addition. high inflation 
tends to be more variable over time. Chart 25 shows 
a clear tendency for the variability of inflation to be 
greater in high-inflation developing countries. The 
variability of inflation-both between sectors and 
over time-make it difficult to plan ahead and 
diverts resources away from productive uses. 

Inflation can also have adverse effects on the 
financial sector. As a result of controls on nominal 
interest rates in many developing countries, high 

" For example. �ec Mario I. Blejer. "On the Anatomy of 
Inflation.'' Joumal qf Money. Credit CIIICI Banking. Vol. 15 
<November 19831. pp. 469-X:!. 
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Chart 25. Developing Countries: lnHation Rates and 
Inflation Variability 

(In percent) 
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' Inflation variability is measured by the standard deviation of 
changes in the inflation rate over the period 1968-89. 

> Developing countries with populations of less than 2.5 million 
and high-inflation countries have been excluded for presentational 
purposes. 

• The estimated regression line includes the smaller developing 
countries. but excludes high-inflation countries. Inclusion of the 
latter group would give a �leeper line. 

inflation tends to be accompanied by highly volatile 
(and often negative) real interest rates. There is 
evidence that negative real interest rates and high 
inftation have a significant adverse impact on finan
cial savings and that low savings rates are generally 
associated with poor growth performance in devel
oping countries.36 Atlcmpts at financial sector re
form will be seriously complicated unless inftation 
is first brought under control.l' Finally. the costs of. 
high inflation will be exacerbated if the exchange 
rate is not allowed to depreciate in line with relative 

Jb Sec. for example. Bijan B. Aghevli and others, The Role 
of National Sal'ing in rhe World Economy-Recent Trends and 
Prospect.�. IMF Occa;;ional Paper 67 (Washington: International 
Monetary Fund. March 1990): and Chapters 2 and 4 of the 
World Bank's World De•·e/opme/11 Reporr /989 (New York: 
Oxford University Press. 1989). 

'1 See Delano Villanueva and Abba:. Mirakhor. '' Interest Rate 
Policies. Stabilit.:ation and Bank Supervision in Developing 
Countries: Strategies tor Financial Reforms,'' IMF Working 
Paper WP/90/8 (Wa!-.hington: International Monetary Fund. Feb
ruary 1990). 
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inflation performance. as compct1t1vene�s will de
teriorate and capital flight will be encouraged. 

Thus. for a number of reasons, high inflation in 
developing countries may be expected to be asso
ciated with weak economic pe1·L'ormance. This re
lationship is examined in Table 15 ,  which divides 
developing countries into three groups according to 
their average inflation rates in the seven-year period 
1983-89

.
3� I t  can be seen that low-inftation and 

moderate-inflation countries tend to have higher 
investment ratios and higher rates of growth of GDP 
per head than the high-inflation countries. Cross
section statistical analysis confirms the existence of 
a significant negative relationship over the whole 
sample between inflation and growth, and between 
inflation and investment ratios.39 It is possible. of 
course, that causation may run from low growth 
and investment to inflation through, for example. 
effects on tax revenues or on production bottle
necks; or the relationship may reflect the influence 
of third factors such as the pattern of supply shocks 
across countries. But the data is at least consistent 
with the view that high inflation has a negative 
impact on economic performance in the medium 
term. 

There is also some evidence of a negative corre
lation between inflation and export performance but 
it is less well determined. The effect of inflation on 
exports will be stronger if it is accompanied by an 
appreciating real exchange rate. This was t1·ue during 
the J970s.40 but, during the 1 980s, the relationship 
between inflation and real exchange rates was re
versed (sec Chart 26). Whereas high inflation con
tributed to real exchange rate appreciation in the 
earlier period. it appears that the large devaluations 
experienced in many developing countries in the 
1980s may have been a factor contributing to infla
tionary pressures. 

Sources of Inflation 

Inflation is a complex process and it is difficult 
to find a single empirical model that fits the circum
stances of all developing countries. It is possible. 
however. to identify key elements of the inflation 

�· The empirical analysis of the �ources and consequences of 
inflation is  hampered hy the poor quality of the data for many 
developing countries which often re!>ult� in understating infla
tion. 

w Similar result� were reported in recent studies by Thorvaldur 
Gylfason, "Inflation and Economic Decline: A Coincidence'1" 
Skandinal'iska Ensl.:ildo Bnn/..en Quarrerly Re1·i£•11'. 2/1989. pp. 
35-40; and Rudiger Dornbusch and Alejandro Reynoso. "Fi
nancial Factor-; in Economic Development. .. American Eco
nomic Re•·ie11·. Vol. 79 (May 1989). pp. �04-9. 

40 See Worlcl Economic 0111loo/... April 1982. Appendix A6. 
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Table 15. Inflation and Economic Performance: Net Debtor Developing Countries, 1 983-891 

(Average annual rate;., in percent. except where ind icatedJ 

LQW Moderate High All 
lnflatiun Inflation I nflat ion2 Count ric�' 

Number of countrie� 28 3 1  29 88 

Inflation rat� 
Unweightcd average 3.:! 9.li ll4.!l* 3�.4 

Weight�d average 2.8 9.2 183.1 93.!! 

Growth rate' 
U n\\ cighted average 1 .4 l .ll - 0.3*• ll.7• 
Weight..:d avensge 4.3 4.0 0.1 2.1 

lnve�tmcnt ratio' 
Unwcighted average 22.8 22.2 17.2*" 20.7* 

Weighted ;tvcragc '!.7.5 24.7 18.2 2 1 . 9  

Growth rate or c:xporh 
Unwcighted average 5.2 5.6 JA• 4.8· 
�-:..\��W�-� \\'<'t.�'t>�<;:,'· �(\.!! !!.'!. �.� \1..1 

1 The 88 countrie� included here arc those net debtor countries for which a full data set wa� available. Countrie� with annual average rate!> 
of consumer !)rice inflation below 6 percent arc characterized as "low inflation" while couninc� with rate� in execs\ of 15  percem are 
characterized a� "high inflation." The thresholds were chosen 10 giv.: roughly equal number' of count ric� in each group. Weighted averages 
are calculated using GOP weights except where indicated. 

: Statistical �ignificance tests were carried out for difference' between the group average� for each variable (u,ing unweightctl averages 
only). An a<;tcrisk in the ·"high inflation·· column indicates that the unweighted average of the variable for high-infl<�tion countrie� W<IS 
sig.nificantly difl'ercnl. at the 90 percent level. from the average for one of the lower inOatinn groups: two asteri-,k� indicate that it wa-, 
�ignificantly different from both other group�. The �tatistical rest used was a nonparamctrie. rank-�um test. 

' Where the variable wa� found to be approximately normally distributed. an F-test for difference� in mean� wa> carried out. An a�teri>J.. 
in the final column indicates �tatistically significant differences in the mean> of the three group> when thi� te\1 was U>ed. The F-Iest wa� ntH 
carried out for the inflation variable in this table. 

" Growth of real per capita GDP. 
' Gro�� fixed capital formation a� a percentage of GDP. 
" Weighted by merchandise export�. 

process that can help to explain why inflation ex
perience has varied so widely across countries. 

There is little disagreement that in the long run 
inflation is primarily a monetary phenomenon: high 
rates of price increases cannot be sustained for 
extended period without corresponding increases 
in the money supply. Table 1 6  i l lustrates this point. 
The average annual rate of money growth during 
1983-89 was significantly greater in higher-inflation 
countries than in countries with lower inflation. In  
time-series analyses. the l ink between money growth 
and inflation is empirically well established for high
inflation countries, but adjustment lags and shifts i n  
money demand functions tend to weaken t h e  short
run correlation in countries with more moderate 
rates of inflation. Nonetheless, in the longer run. a 
sustained increase in the rate of monetary expansion 
in excess of the desired increase in real balances 
eventually wil l  result in a higher rate of inflation. 

Monetization of fiscal deficits is frequently the 
major source of excessive monetary expansion i n  
developing countries with high inflation.� 1 Data on 

41 A fiscnl deficit need not be inflationary if it can be financed 
by issuing nonmonetary debt. Even in these casco;. however. 
there may be some inflationary effect 10 the extent that the 
deficit adds lo aggregate demand or because of expectations 
about ruturc monetization. 

seigniorage suggest that developing countries resort 
to money financing of fiscal deficits to a greater 
extent than industrial countries.42 This is perhaps 
not surprising considering the structural weaknesses 
of public sector finances i n  developing countries, 
which are typically characterized by narrow tax 
bases. low elasticities of tax revenue. and high 
collection costs, as well as underdeveloped capital 
markets and low private saving. Indeed, it has been 
argued that i n  these circumstances some moneti
zation of the fiscal deficit can, in theory. be an 
optimal strategy. In practice, of course, the inflation 
tax is a hazardous way of financing fiscal deficits 
because of the harmful effects of inflation on eco
nomic performance. Moreover. since the demand 
for real balances declines as expected inflation rises, 
the revenue that can be :'aised from the inflation tax 
is limited. The scope for inflationary financing is 
further constrained by the negative effect of inflation 
on revenue from other taxes because of long col
lection lags and other rigidities in the tax system. 
Attempts to extract resources from the private 

4" Developing countries financed 47 percent of central govern
ment borrowing needl> from central bank� in 1975-85. and 
industrial countries only 1 1 .6 percent ( World Deo·elopment 
Report 1989. p. 62). 
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Chart 26. Developing Countries: Average Annual 
Inflation Rates and Changes in Real Effective 
Exchange Rates 

(ln percent) 
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1 Includes aU developing countroes for which estimates of real 
effective exchange rates arc available. except some high-inflation 
countries that have been excluded because of limitations of scale. 

sector through the inflation tax at a faster rate are 
likely to lead to ever-accelerating inflation accom
panied by a rapid weakening of public sector fi
nances, as suggested by the experience of Bolivia 
in 1984-85 and that of Argentina more recently. 

The role of money-financed fiscal deficits in the 
inflation process is theoretically well established and 
empirically documented by numerous country ex
amples. l t  is usually difficult. however, to find a 
significant relationship between inflation rates and 
fiscal deficits in cross-country comparisons. Ta
ble 16  indicates that the (unweighted) average fiscal · 
deficit as a percentage ofGDP was larger i n  countries 
with high inflation than in countries with low or 
moderate rates of inflation. but the difference is  not 
statistically significant. This probably reflects the 
definition of the fiscal deficit that was available for 
comparison. which may be excessively narrow for 
many countries.43 Moreover, the impact of the fiscal 

., The average fiscal deficits shown i n  Table 1 6  arc based on 
data for central government fiscal operation�. For many tleve
loping countries with large public enterprise sectors. notably in 
the Western Hemisphere, this concept is generally inadequate 
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deficit on inflation will depend on the proportion 
that is financed through money creation and on the 
underlying growth rate of the economy. Weak cross
sectional evidence on the relationship between fiscal 
deficits and inflation in developing countries thus 
docs not necessarily invalidate the argument that 
fiscal policy-in particular monetization of fiscal 
deficits-plays a crucial role in the inflation process 
and that fiscal correction is likely to be a prerequisite 
for successful inflation stabilization. 

Although a sustained rise i n  inflation is only 
possible if it is accommodated by inappropriate 
financial policies. episodes of high inflation can be 
triggered by other developments. Large deprecia
tions of the nominal exchange rate are widely 
regarded as a cause of inflation and frequently 
resisted for that reason. There is indeed some 
evidence that episodes of accelerating inflation in 
countries like Argentina, Brazil, and Israel have 
been initiated by devaluations:M The adjustment i n  
the relative price of tradables and nontradables 
implied by a devaluation often involves an increase 
i n  the overall price level. although this will lead to 
higher inflation only if monetary policy accommo
dates continuing wage and price increases. Further 
monetary expansion may then result from the mon
etization of a widening fiscal deficit brought about 
by the rise in inflation. Eventually, accelerating 
inflation tends to lead to another balance of pay
ments crisis. which necessitates a further devalua
tion. The combination of accommodating financial 
and exchange rate policies can result in a highly 
unstable vicious circle. as illustrated by the expe
rience of a number of high-inflation countries. such 
as Yugoslavia. 

Another potential source of an inflationary im
pulse is a supply shock such as a crop fai lure or an 
increase in impot·t prices. Adverse shocks to agri
cultural output can have a pervasive. albeit tem
porary. impact on price developments because of 
the large share of agriculture in  most developing 
economies. However, cautious financial policies (as, 
for example. in India after the drought of 1987) can 
prevent a permanent acceleration of inflation. Im
port prices as a source of inflation were more 
important in the 1970s when inflation in the industrial 
world was higher and more volatile. and many 

as an intlicator of public '.:ctor operation:.. Moreover. -;ome 
countries atlju!.t their tleficit to exclude the impact of inflation 
on debt service. Despite thc'e Jata difficulties. a cross-country 
regression of inllation on money growth and the n�cal deficit 
yicldl> a ,.,ignificant po,.,itive coefficient on the lbcal variable. 

•• Sec Peter J. Montiel. .. Empirical Analy ... i-. of High-lnllation 
Epbode, i n  Argentina, Bra7il. und hr<tel.'' Su1/T Pof>l!/".1. Inter
national Monetary Fund (Washington), Vol. 36 (September 
1989). pp. 527-49. 
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Table 16. Factors Affecting Inflation: Net Debtor Developing Countries, 

(Average annual rates. in percent. except where indicated) 

1983-891 

Numhcr of countrie� 

Inflation 
Unwcightcd average 
Weighted average 

Mone} grO\\ th' 
Unweighted average 
Weighted average 

Fi�cal deficit' 
Unwcightcd average 
Weighted avemgc 

Ch<mge in import pnce� 
Unw.:ighted average 
Weighted average•· 

Degree of opcnnc�� • 
U 11\�eighted average 
Weighted average 

' See l'ootnote I to Table 15. 
2 Sec footnote 2 to Table 15. 

Low 
Inflation 

28 

3.2 
2.!i 

Y.!i 
12.0 

4.8 
1 .3 

1.9 
0.7 

50.8 
50.8 

Moderate 
Inflation 

31 

9.6 
9.2 

15.4 
l!l.\1 

5.5 
4.5 

1.6 
1.2 

37.9 
20.7 

High All 
lnflation2 Countries' 

29 88 

84.8*- 32.4 
183.1 93.8 

81.9*" 35.5 
187.!! 101.0 

6.9 5.7 
7.5 5.6 

2.5 2.() 
().5 0.8 

22.7* 37.0* 
15.6 22.0 

' Sec footnote 3 to Table 15. An F-tcst wa� llnly carried out for the degree of opcnne�s variable in this table. 
' Broad money aggregate� (-.ee Table A 18 in the Statistical Appendix). 
' Central governm.:nt fiscal deficn a� a perccmagc of GDP csec Table A 19 in the Statistical Appendix). 
• Weighted by merchandise import�. 
' Me<t\ured by export� of good� and service!> a� a percentage of GDP. 

developing countries had fixed exchange rates. In 
contrast, the phenomenon of imported inflation 
appears to have been unimportant in the 1 980s (see 
Table 16). Indeed, a negative relationship between 
inflation and the degree of openness suggests that 
exposure to international competition may well have 
constrained domestic price increases in many 
countries. 

Structural transformation is another kind of sup
ply shock that may have inflationary repercussions 
if financial policies are accommodating. For exam
ple. steps to liberalize centrally planned economies 
typically involve significant relative price changes 
which may initiate an inflationary process. partic
ularly where there is a liquidity overhang or where 
the tools of demand management are inadequate.45 
Similarly. structural reforms in developing market 
economies may create some temporary inflationary 
pressures, for example where prices are being de
controlled or subsidies cut. However, in such cases 
the fiscal effects of reduced subsidies and the supply
side benefits of structural reform should exercise a 
restraining influence on domestic inflation. 

Short-term inflationary pressures can be more 
difficult to contain if inflation inertia is a feature of 
the economy. Inflation inertia can occur for a variety 

"' See Chapter V for a fuller discussion of the transitional 
problems facing planned economic,. 

of reasons such as backward-looking expectations 
and staggered wage contracts. but indexation of 
nominal incomes and interest rates to past changes 
in the overall price level is generally the most 
important source. With indexation, a temporary 
acceleration in the rate of price increases arising 
from exogenous shocks triggers a series of wage 
and price adjustments leading eventually to persis
tently higher inflation. I f  adjustment intervals are 
shortened, indexation itself becomes a factor that 
accelerates inflation. Also. by reducing (but by no 
means eliminating) the costs of inflation. indexation 
lessens the pressure for. and the determination to 
implement. stabilization measures.46 

Once again. however. inertia alone cannot per
petuate inflation if financial policies do not accom
modate ever-accelerating price increases. Whether 
devaluations, agricultural supply shocks, import 
price increases, or structural change translate into 
higher inflation rather than a one-off price rise 
depends ultimately on the stance of policies. Brazil 
and Korea are instructive examples of the differ
ential impact of adverse supply shocks depending 
on policy responses. In Brazil. the oil price increase 

"'In some circumst;�nce<>. however. the maintenance of in
dexation on financial assets may help the credibility of stabili
zation mea::.ures as it reduces the incentive for governments LO 
use inflation to erode the value of domestic debt. 
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in 1979-80 permanently raised the level of inflation 
because ensuing price and wage adjustments. partly 
resulting from indexation mechanisms. were accom
modated by monetary policy. In Korea. inflation 
increased temporarily in 1979 and 1 980, but declined 
again significantly from 1981 to 1983 following the 
implementation of a comprehensive stabilization 
program. 

Inflation and External Debt 

At the beginning of the 1980s, net debtor devel
oping countries faced a number of external shocks. 
I nterest rates rose sharply. the terms of trade de
teriorated for most countries and there was a cutback 
in the flow of external finance. Debtor countries 
faced both an external adjustment problem and a 
budgetary problem. The amount of adjustment re
quired was related to the magnitude of the internal 
and external imbalance and the level of external 
debt. l n  order to achieve external adjustment, coun
tries cut imports and allowed their exchange rates 
to depreciate. The degree of success varied from 
country to country. but. on the whole. there wa!:> a 
substantial increase in net exports of goods and 
non-factor services (see Chart 20 in  Chapter 1). 
However. in some cases, adjustment was insufficient 
and countries sought temporary relief through debt 
rescheduling and by accumulating arrears. 

In addition to the external adjustment. countl-ies 
had to confront the "internal transfer" problem. 
that is. the need to transfer resources from the 
domestic private sector to finance interest payments 
on the large proportion of external debt owed by 
the public sector. This process had two aspects. l n  
the first place. expenditures which had previously 
been financed through external borrowing now had 
to be either cut or financed domestically. According 
to one estimate. external financing contributed 44 
percent of the funding of the central government 
deficit in a group of developing countries in 1975-
82 but only 26 percent in 1983-85.47 I n  addition. the 
fiscal burden of debt service rose as a result of 
higher interest rates and the real devaluations rc- . 
quired in order to etTcct the external transfer. To 
the extent that the additional fiscal burden was 
financed through money creation. inflation was the 
result. �8 

•> World Dt•1•elopment Report /989. p. 62. 
-"'The government could finance external debt service by 

issuing its own bonds to the central bank in retum for foreign 
exchange. In itself, this is not inflationary but it is clearly not 
without limil. The cemral bank must at some stage replenish it:. 
foreign exchange reserves. thereby adding to the money supply 
itself unless it can either borrow abroad or sterilize the impact 
by �clling government bond!> to domestic inve�tor�. 
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Nevertheless. the empirical evidence on the re
lationship between inflation and debt is mixed. 
Countries which have encountered debt-servicing 
difficulties recently have experienced much higher 
inflation rates than other developing countric� (sec 
Table 10). but the weighted aggregates arc domi
nated by the experience of a !:>mall number of 
countries. Table 17 suggests that the relationship 
between external debt and inflation is not straight
forward. AJthough the vast majority of countries in 
the high-inflation group experienced debt-servicing 
difficulties. the debt burden they faced-measured 
by total debt. debt service paid or net resource 
transfer (all expressed as a percentage of GDP)
wa!) not particularly large compared with low- and 
moderate-inflation countries. 49 

The experience across countries appears to have 
been quite diverse. There are countries with rela
tively high debt and below-average inflation (Chile, 
Congo. C6te d ' Jvoire. Jordan. Philippines): while. 
at the other extreme. a number of countries (Ar
gentina. Brazil. Viet Nam, Yugo:.lavia) experienced 
disproportionately high rates of inflation relative to 
their levels of debt or resource transfer. Country
specific factor!:>. such as differences in underlying 
growth rates and exposure to other shocks. may 
partly explain the diversity or country experience. 
but the impact of the debt problem appears to have 
been particularly severe in countries that were 
already prone to inflation or had difficulty in cutting 
non-interest government spending. In those cases. 
attempts to resort to domestic borrowing simply 
drove up inflationary expectations and domestic 
interest rates. On the other hand. countries that 
promptly tackled the underlying fiscal imbalance 
and implemented strong adjustment programs-which 
also enabled them to tap alternative sources of 
finance-were able to avoid a sharp upsurge in 
inflation. 

A number of other factors relevant to the debt 
crisis played a role in weakening fi!)cal positions and 
generating inflationary pressures. In some devel
oping countries, budgetary problems were aggra
vated when the public sector took over responsibility 
for private-sector debt. More recently. debt-equity 
swaps appear to have had inflationary effects in a 
number of countries. Where such swaps involved 
an exchange of public debt for private equity. there 
was an expansion of domestic liquidity-and hence 
higher inflation-unless public-sector revenues were 
raised to effect the transfer or government expend-

"''The <.lifference� between group!> arc either not w�tem<ttic 
or not statistically significant. Cro�s-country regression amdy!.is 
raib to detect a significant a!>sociation between inflation and 
various mea:.ure� of the burden of debt ... ervice. 



©International Monetary Fund. Not for Redistribution

Le!.�ons from Stabilization 

Table 17. Inftation and External Debt: Net Debtor Developing Countries, 1983-891 

Low Moderate High All 
Inflation Inflation lnflatwn� Countries' 

Number or countrie' 28 3 1  :!9 88 
Inflation £percent) 

Unweighted average u 9.6 84.X*'" 32.4 
W.:ighted average :!.9 9.2 183.1 93.8 

Proportion of countries \\it h 
t.�'[),.·s�'N)t'lTI!! tl)Wn::u�,i�s 

Unweighted average 50.0 32.3 81).7 • 56.8 
Weighted average 26.!! 15.3 89.4 52.2 

DebtlGDP ratio (perc.:nt) 
Unweighted average 59.7 48.7 81.6* 63.0 
Weighted avewge 39.5 27.0 45.9 37.6 

Debt �ervice paymenb' 
Unweighted average 6.5 5.7 6.9 6.3 
Weighted average 7.3 3.7 5.8 5 2  

Net re�ource balance• 
Unweighted average -3.3  - -1.0 - 1.6• -3.0 
Weighted average 4.1 :!.6 1 .7  

1 See footnote l to Table 15.  
> See footnote 2 to Table 15.  The statistical test applied to the proportion of countries in each group with debt-servicing difficulties wa� a 

binomial test. 
1 See footnote 3 to Tabie 15.  An F-test was only carried olll for the debt-service variable in this table. 
• Expressed a� a percentage of GDP. Debt-service payments refer to actual payments of intere�t on total debt plu!> actual amortization 

payments on long-term debt. 
• Expressed as a percentage of GDP. The net resource balance is defined as the balance on goods and non-factor service�: a surplus 

repre�ents a transfer from developing countries to their creditors. 

itures were cut. Finally, those countries where 
external adjustment required large nominal deval
uations. either because of structural rigidities or 
because of indexation mechanisms, were vulnerable 
to inflationary pressures from higher import prices. 
l n  all these cases. however, inflation could only 
take hold if the initial impulse was accommodated 
by lax fiscal and monetary policy. 

Thus. although external debt may have increased 
the vulnerability of certain countries to inflationary 
pressures. inflation was by no means a necessary 
consequence of the debt crisis. lt seems more likely 
that where inflation difficulties emerged, these were 
symptoms of more fundamental problems in the 
domestic economy and in  macroeconomic manage
ment rather than a direct result of the debt problem 
itself. 

Lessons from Stabilization Experiences 

In recent years. a number of developing countries 
have implemented stabilization programs to bring 
down inflation. Some of these programs. as. for 
example. in Bolivia, Chile, and Ghana. have focused 
on relatively orthodox measures of aggregate de
mand restraint through restrictive financial policies. 
Others. as in Argentina. Brazil.  Israel .  and Mexico. 

have sought to combine heterodox measures, such 
as incomes policies, with varying degrees of financial 
restraint.  The orthodox programs succeeded in 
bringing down inflation. albeit not without short
run cost. Of the four other stabilization attempts, 
two, Israel and Mexico. were successful in reducing 
inflation while in Argentina and Brazil inflation 
accelerated again after a temporary respite. 

One rationale often given for the heterodox ap
proach is that high inflation b mainly due to inertia. 
Fiscal imbalances. it is argued. are the result rather 
than the cause of inflation. lf inflation inertia can 
be broken. for example. through temporary wage 
and prize freezes, the resulting decline in the rate 
of inflation would significanlly improve public fi
nances, in  particular through lower nominal interest 
payments: consequently. the need for fiscal adjust
ment would be limited. A reduced fiscal deficit 
would in turn obviate the need for rapid monetary 
expansion. 

Experience suggests, however. that relying on 
endogenous reductions in  the fiscal deficit is unlikely 
to be sufficient for a credible program of inflation 
reduction. Where inflation has taken hold to the 
extent that the authorities have resorted to index
ation. excessively accommodating financial policies 
are typically part of the underlying problem and not 
just a consequence of inflation. In such cases. strong 
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fiscal adjustment is an essential precondition for a 
credible stabilization program because it eliminates 
expectations of a future relapse into inflationary 
financing of fiscal deficits. 

The stabilization programs implemcnteJ in Israel 
and Mexico both had strong orthodox components 
of fiscal adjustment which strengthened their cred
ibility. By contrast. in the Argentine and BntLilian 
stabilization programs of 1985. fiscal adjus!ment was 
insufficient and only temporary. In the event. both 
programs failed to convince the public that the 
sources of inflation had been addressed and prices 
began to rise sharply when the price freezes were 
lifted. The main lesson from these stabilization 
attempts is that heterodox measures can only be 
successful if the stabiliattion program ha::. a strong 
orthodox core. Provided this is the case. however. 
heterodox measures may. in the right circumstances. 
help to speed up the transition to a lower level of 
inflation and hence reduce the cost of adjustment 
in the presence of inertia. The relatively rapid 
success of orthodox stabilization in Bolivia is fre
quently considered a special case because the pro
cess of hyperinflation had practically eliminated 
inertia. 

A number of stabilization programs implemented 
in recent years have included nominal exchange 
rate pegging aimed at reducing price pressures from 
the external sector and providing a nominal anchor. 
This policy can have considerable merits. but it also 
entails risks. Although large upfront devaluations 
generally preceded the pegging of the official ex
change rate. the real exchange rate tended to ap
preciate significantly during the stabilization period 
with ensuing negative consequences for the tradable 
goods sector and the balance of payments. A vail
ability of sufficient foreign financing thus became a 
precondition for successful stabiliLation. Eventu
ally. nominal exchange rates had to be adjusted to 
avoid jeopardizing the stabilization process through 
a balance of payments crisis. However. in countrie� 
with a credible stabilization program these exchange 
rate adjustments did not have a permanent infla
tionary impact. 

Policy Considerations 

An improvement in the economic performance of 
indebted developing countries remains one of the 
foremost international economic priorities for the 
1990s. The industrial countries can make an impor
tant contribution through policies designed to sus
tain steady growth and efforts to contain inflation 
and reduce nominal and real interest rates. At the 
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same time, progress in the GATT negotiations is  
essential to preserve an open international trac..ling 
environment and increase developing countries· ac
cess to markets in the industJ-ial world. 

The recent strengthening of the debt ::.trategy has 
enlarged the range of debt-restructuring instruments 
available to developing countrie� in support of their 
adjustment programs. Jt is still too early to assess 
its impact. The recent conclusion of a debt-reduction 
arrangement between Mexico and its creditors and 
the progress of reforms in that country are clearly 
encouraging. But the generally slow progress of 
debt-reduction negotiations has been disappointing. 
Among the low-income countries. several are now 
benefiting from concessional re�cheduling terms 
agreec..l by Paris Club official creditors following the 
Toronto Summit in June 1988. but the overall cash 
tlow saving for these countries is relatively small. 
Moreover. many of the beneficiaries have been hit 
by further declines in their terms of trade and the 
outlook for real income growth in these countries 
remains bleak. 

Although debt reduction can make an important 
contribution. it will not in itself be sufficient to 
restore growth in developing countries. Alternative 
medium-term scenarios in previous issues of the 
World Economic Outlook have shown that the im
pact of debt reduction per se wil l  be limited unless 
it is accompanied by measures to improve the 
efficiency of resource use and policies conducive to 
a recovery of investment. The adoption of strong 
adjustment policies to reverse current inflationary 
trends in many developing countries is essential if 
the opportunities afforded by debt reduction are not 
to be wasted. 

The evidence reviewed in this chapter suggests 
that. i n  the medium term. countries with higher 
inflation rates tend to suffer from lower growth. 
Consideration of the effects of high inflation on 
uncertainty, on confidence, on the financial sector. 
and on sectors exposed to international competition 
suggests several mechanisms through which high 
inflation could adversely affect growth. Moreover. 
almost always the revealed preference of the au
thorities in inflationary countries is ultimately for 
stabilization, suggesting that they themselves rec
ognize that high inflation is costly and unsustainable. 

While imported inflation and adverse supply shocks 
were important facto.rs in the inflation of the 1970s. 
they have played a much reduced role in more 
recent inflation episodes. Jn some countries. struc
IUral reforms may have contributed to price rises in 
the short run. particularly where the degree of 
adjustment was large. where inflation had previously 
been suppressed. or where institutional weaknesses 
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limited the authorities· ability to prevent inflation 
from taking hold. In the longer run, however. 
structural reforms should improve the flexibility of 
the economy, reduce bottlenecks. increase compe
tition, and thus help reduce inflationary pressures. 

The higher burden of external debt service may 
also have added to the pressures on countries to 
resort to inflationary financing. but the empirical 
evidence for such an effect i� mixed. Inflation seems 
to have been associated with external indebtedness 
mainly in countries which were already prone to 
inflation and in countries where weaknesses in the 
tax base or in the control of government expenditure 
were particularly acute. In those cases. a reduction 
in the burden of debt will not, on its own, provide 
a lasting solution to the problem of inflation. Ll 
seems clear that the main reason for the re-emergence 
of inflationary pressures in certain developing coun
tries in the second half of the I 980s was the pursuit 
of inappropriate domestic financial policies. 

Stabilization of inflation is neither costless nor 
easy. In most cases where stabilization programs 
have brought down high inflation. success has only 
come after several previous attempts had failed and 
drastic rather than gradual measures have usually 
been required. The two key requirements are to 
establish credibility and to establish a social con
sensus in f<tvor of stabilization. The former may 
require measures. such as the suspension of wage 
indexation. the temporary pegging of the exchange 
rate and. most important. correction of the under
lying fiscal deficit through cuts in government con
sumption and appropriate adjustments in public
sector prices. Achievement of social consensus may 
be more difficult, but it is likely to be facil itated if 
the authorities act decisively and if action is taken 
at an early stage in the electoral cycle. The impact 

Policy Con:>idcration� 

of stabilization on income distribution will depend 
on the structure of poverty and the nature of the 
measures taken, but the evidence from a number of 
developing countrie� suggests that the main bene
ficiaries of government spending are not necessarily 
the poorest members of society and that bringing 
down inflation may reduce the inequality of income 
distribution.50 

Stabilization of inflation and the restoration of 
growth in the indebted developing world is in the 
interests of both debtors and creditors. and the 
international community must be ready to recogniLe 
and show its support for those countries willing to 
undertake the necessary reforms. The appropriate 
strategy to be pursued needs to take account of the 
specific problems facing individual countries. For 
the low-income countries eligible for Toronto terms. 
this will mean the continuation of the process of 
debt cancellation and Paris Club reschedulings at 
favorable terms. For the middle-income debtors, 
the onus is more on the commercial banks to reach 
agreement with heavily indebted countries on debt
reduction schemes. I n  the case of some middle
income countries that are indebted mainly to bilat
eral official creditors. debt-restructuring agrcemenb 
may need to encompass debt owed to both official 
agencies and commercial banks. l n  all cases. how
ever, external finance must be used to facilitate 
rather than postpone adjustment. Action to control 
inflation is essential in order to permit a return to 
creditworthiness and sustained growth. and the mo�t 
substantial contribution must come from debtor 
countries themselves. 

'"Sec. for examrlc. Peter S. Heller. and others. rhe Impli
cation.\ of Fund-Supported Adjustment Pro�rttll/.1 .fi1r Porerty: 
Experiences in !leleued Corurlrie.v. I M F Occasional Parer 58 
(Washington: International Monetary Fund. May 1988). 
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Chapter V 

Econornic Reforn1 in Eastern Europe and the U.S.S.R. 

Recent political developments in  Eastern Europe 
and the Union of Soviet Socialist Republics have 
been dramatic, and the rapidity of change has been 
breathtaking. This chapter discusses the economic 
context from which these changes have emerged. 
the need for market-oriented reform. and the impli
cations of reforms that have been implemented. 51 

Comparative Economic Performance 

After the second World War. all the nations of 
Eastern Europe adopted the economic system which 
had been introduced earlier in the Soviet Union. 
This included large-scale nationalization of the means 
of production and distribution and the institution of 
a central planning system to set prices and wages 
and to allocate resources among enterprises. Even 
in those areas where private property was largely 
preserved, such as the agricultural sector in Poland. 
economic activity was signifidwtly affected by the 
cenLral planning system. Four decades later. it is  
instructive to compare the performance of the Soviet 
and Eastern European economies with that of the 
market economies of Europe, North America, and 
East Asia. 

It should be noted at the outset that the quality 
of some of the data for Eastern Europe and the 
Soviet Union is poor. There are. for example, 
conceptual and practical measurement issues related 
to hidden as well a� repre�sed inflation. product 
quality and availability. and wastage: and there are 
indications that these problems have become more 

'1 The analysi� focuse� on the U.S.S.R. and Eastern Europe
Hungary. Poland, Romania, which are members of the Fund. 
and Bulgaria. C:t.echoslovakia. and the German Democratic 
Republic tG.D.R.). which are not. Supplementary Note I dis
cus�e� recen1 development� in each of the�e countrie�. For most 
of 1he post-war period these countries could be characterized 
as centrally planned economics: much of the discussion is also 
relevant w other centrally planned economic�. 
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pronounced i n  recent years. I t  is possible that the 
historical measures of growth reported in Table 1 8  
may overstate, perhaps b y  substantial margins. the 
actual petformance of the centrally planned econ
omies.�� Therefore, the following discussion only 
attempts to give a broad-brush picture of compar
ative economic pet-Formance. 

Economic growth in Eastern Europe and the 
Soviet Union may have been broadly similar to that 
in the industrial market economies for about two 
decades following World War 11,  although the very 
high growth objectives typically envisaged in the 
central plans were not achieved. Average annual 
GDP growth from 195 1 to 1 973 is estimated to have 
been between 3% and 6 percent in Eastern Europe 
and the Soviet Union: for most countries this repre
sented a ··catch up·· relative to the United States, 
where growth averaged about 3:Y4 percent over the 
same period (Table J 8). But growth in Eastern Europe 
and the U.S.S.R. fell short of the performance of most 
other imlustrial countries. particularly Japan and the 
Federal Republic of Germany. that were also rebuilding 
from the war and catching-up to the United States. 
And even the most rapidly growing economics in 
Eastern Europe were expanding at a markedly slower 
pace than the newly industrializing market economics 
of Asia. 

Until the 1980s. growth in Eastern Europe and the 
Soviet Union was dominated by a relatively strong 
expansion of the industrial sector. reflecting the prior-

'2 l n  addilion. aulhorities in a number of Eastern European 
countries now acknowledge that economic -.tati�tic:-. had been 
�ystemalically misreported. See Jan Winiecki. The /)i.\lorled 
World of Sm·ie1-Type Economies (Pillsburgh. Pennsylvania: 
University of Pillsburgh. 1988): Philip Hanson. ··NavroL.ov 
V crsus the Agency," in The Sol"iel Econonn• on I he Brin/.. of 
R<•form. ed. by Pe1er Wiles ! Boston: Allen and Unwin. 19881. 
pp. 1 53-64: and Paul Marer. Dollar GNP.1 n.f i/1(: U.S.S.R. and 
Easlem Europe (Washington: World Bank, 1':185). p. 167. The 
output data cited in this chapter. which arc based. in part. on 
official �tatistic,, refer to the standard concept of GDP as 
opposed to net material product. 
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Table 18. Selected Macroeconomic Indicators, 1951-88 
\Percentage changes ;ll annual rates. unless otherwise noted) 

Eastern Europe' 
(excluding Poland) 
Bulgaria 
Czechoslovakia 
German Democratic Republic 
Hungary 
Poland 
Romania 

U .S.S.R. 

Yugoslavia 

Industrial countrie�· 
Austria 
Finland 
France 
Federal Republic of Germany 
Italy 
Japan 
United State� 

Newly industrializing economies 
Kor.:a 
Taiwan Provmcc of Chma 

Gross Domestic Product (real) 

195 1-73 1974-82 1983-88 

4.7 1.9 2.7 
(2.5) (2.0) 

6 . 1  2.4 1.4 
3.8 1.8 1 .8  
4.6 2.6 2 . 1  
4.0 1.9 1 .4 
4.8 0.5 4.2 
.5.9 3.7 2.9 

5.0 2 . 1  1.9 

5.7 5.0 0.9 

4.9 2.1  3. 1  
5.3 2.4 2.3 
4.9 2.7 3.4 
5 . 1  2.6 1.8 
5.9 1.6 2.4 
5.5 2.3 2.7 
9.3 3.6 4.2 
3.7 1.6 4.3 

7.5 6.9 9.9 
9.3 7.4 8.4 

Comparative Economic Performance 

Per Capita 
Gross Domestic Product (real) 

1951-73 1974-82 1983-88 

4.0 u 2.3 
( 1 .9) ( 1 .8) 

5.3 2.0 1 .2 
3. 1  1 . 1  1.4 
4.9 2.8 2.2 
3.5 1 .5 1 .5 
3.5 -0.4 3.3 
4.8 2.7 2.5 

3.6 1.2 1.0 

4.6 4. 1 0.2 

3.7 1.4 2.5 
4.9 2.5 2.3 
4.3 2.4 3.0 
4. 1  2.1 1.3 
4.9 1.7 2.5 
4.8 1.9 2.5 
8 . 1  2.6 3.5 
2.2 0.6 3.3 

5.2 5.2 8.4 
6.2 5.4 7.0 

External Trade 

Total' East Bloc 
Trade Share� 

37 60.9 

63 77.4 
4 1  72.8 
36 61.8 
38 44.2 
27 40.7 
43 45.1 

1 3  5 1..5 

38 31 .8  

28 2.6 
55 7.8 
62 15.4 
39 2.3 
4 1  3.7 
48 4.0 
2.5 1.7 
18 0.8 

66 
97 

Sources: Gross dome�tic product and population growth from Angus Maddison. The World Economy in 1he 201h Cenlury, Paris. 1989: The 
World Bank. The World Bank Alias 1989. Washington. 1989; external trade/GN P  from Paul Marer. Dollar GNPJ of 1he U.S.S.R. all(/ J:..as1em 
J::urope. Ballimorc. 1989. pp. 1 1 2-13: Ea�t Bloc trade shares from Economic Commission for Europe, Economic Sun•ey of Europe in 1988-
89. New York. 1989: and Fund '>taff estimates. 

1 Sum of ex pons and imports in percent of GNP in 1980. 
' External trade with Eastern Europe and the Soviet Union in percent of total trade in 1988. 
• GOP weighted average. The weights in 1985 were (in perccnl) Bulgaria 7.0. Czechoslovakia 16.6. G.D.R. 21.7. Hungary 9.7. Poland 29.7. 

and Romania 15.3. The U.S.S.R. economy is estimated to be about eight times a� large as Poland's. 
• Weighted average of 16 indu�trial countric�: except for external trade: weighted average for the 7 countrie� in the table. 

ities of the central planners.<1 For the most part. this 
expansion resulted from large increases in capital and 
labor inputs. allowing the industrial sector to absorb 
much of the reduced agricultural workforce (Table 19). 
Increases in factor productivity were generally small. 
From 1951 to 1973 hourly labor productivity in the 
Soviet Union. for example. consistently grew at a rate 
about I percentage point below that in the industrial 
market economies. even though the rate of capital 
formation was almost twice as high (Table 20).'4 Before 
1973. the capital stock in the U.S.S.R. rose even faster 
than in Japan and some newly industrializing econ
omics or Asia. economies with significantly higher 
output growth than the Soviet economy. This suggests 

'' Except for Czechoslovakia and the G.D.R .. the most in· 
dustrialized countries in the region. where industrial output and 
employment �hares remained relatively �table. The emphasis 
on heavy industry also reflected national defense considerations 
during the cold war; in this respect. developments in Eastern 
Europe were very different than in Japan. for example. 

�·Sec also Gur Ofer. "Soviet Economic Growth: 1928-85." 
Joumal of Economic Lilemlltre. Vol. XXV (No. 4). 1987. 
pp. 1767-833. 

a relatively inefficient deployment of capital in the 
Soviet Union. and imilar trends prevailed in the 
centrally planned economies of Eastern Europe. 

During the first three decades after the war. the 
economies of Eastern Europe and the U.S.S.R. ex
perienced a secular decline in growth that became 
especially apparent after 1973: and growth in the 1980s 
continued for the most part at the relatively slow pace 
of the second half of the 1970s.'5 This contrasted wirh 
developments in the industrial market economics which, 
after the severe recessions in the mid- 1970s and early 
1980s, experienced a period of sustained expansion. 
Growth in the industrial economies did not, however, 
return to the rapid pace of the 1950s and the 1960s. 
and progress in overcoming structural rigidities has 
been uneven. I n  Eastern Europe and the Soviet Union. 
growth in the 1980s fell short of that in the United 

$� Poland is a special case in that growth from 1983-88 was 
relatively strong. mainly reflecting recovery from the �harp 
declines in output in 1979-82. Output and investment were 
probably lower in 1988 than in 1978, and the economy contracted 
again i n  1989. 
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V • ECO OMIC REFORM IN F-ASTERN EUROPE AND THE U.S.S.R. 

Table 19. Sectoral Developments in Eastern Europe, the U.S.S.R., and Industrial Countries, 1961-88 

( In  percent) 
Sectoral Growth Rates' Employment Shares! 

Agriculture Industry� Agriculture Industry' 
1961-80 198 1-88 1961-80 198 1-88 1960 1980 1988 1960 1980 1988 

Eastern Europe l.O 2.3 4.9 1 . 3  43.0 22.9 21.5 25.7 32.9 32.4 

Bulgaria 0.6 -0.6 7.0 1 .6 54.5 23.9 19.5 19.4 3 1 . 4  33.0 
Czechoslovakia 1 . 3  1.3 3.5 1 . 2  23.8 12.5 12.1 36.3 37.2 36.6 
German Democratic 

Republic 1 . 4  1.9 3.6 2. 1 16.0 10.4 10.2 39.8 38.9 39.0 
Hungary 2.3 2.7 4.0 1 . 3  35.7 19.6 18.4 29.7 32.9 33.0 
Poland 2.2 5.2 0.5 49.6 29.5 28.2 22.4 29.1 25.9 
Romania 1 .6 5 . 1  7.9 1.4 65.6 30.1 28.5 13.2 32.2 33.7 

U.S.S.R. 1.0 0.6 5.0 2.5 4 1 . 3  23.6 21.7 20.5 25.0 24.6 

Industrial counllics• 1 . 4  2.6' 4.5 2S 18 6 56 38 38 34 6 

Sources: For sectoral growth in Eastern Europe: Thad P. Alton. ""Economic Growth and Resource Allocation in Eastern Europe," in 
R<'orielllatioll and Commercial Relations of the Economies ��r Easrem Europe. Joint Economic Commillee. 1974, pp. 251-98: and Thad P. 
Alton . .. East European GNPs. Domestic Final u�es of Gross Product, Rate� of Growth. and International Comparisons:· in Pressures for 
Reform in the Ea.vtem European Economies. Vol. I .  Joint Economic Committee, 1989, pp. 77-96: for sectoral growth in the Soviet Union 
and employment �hares: National Foreign Assessment Center. Handbook of Economic Statistics. 1989: for industrial countries: World Bank. 
World Deo·elopmenl Reporr. various issues: and Fund staff estimates. 

1 Real average annual growth rate. 
� Percent of total labor force. 
' Includes construction. 

4 Grouping ba>ed on World Bank. World Deo·efopment Report 1989. 
< 1981-87. 
,, 1987. 

Table 20. Growth of Labor, Total Factor Productivity, and the Capital Stock 
in the U.S.S.R. and Selected Countries, 1951-84 

(Annual percentage changes) 

U.S.S.R. 
Industrial countrics1 
Latin America • 

Korea 
Taiwan Province of China 

Labor Productivity' 
1951-73 1974-84 

3.6 1 .0 
4.8 2.7 
3.2 0.2 
4.2 4.8 
4.9 4 . 1  

Capital Stock 
1951-73 1974-84 

8.6 6.7 
4.7 3.2 
4.7 5.0 
5.9 10.8 
7.7 10.0 

Total Factor 
Productivity 

195 1-73 1974-84 

0.5 - 1 .4 
3.4 1 .3 
1.8 - 1 .3 
2.8 1.4 
3.5 1 . 2  

Source: Angul. Maddison. The World Economy in the 20th Century. Paris, 1989. pp. 8 1 .  9 1 .  

1 GOP per hour worked (Latin America: G O P  per employed person). 
: Weighted average of 16 industrial countries. 
' Weighted average of Argentina. Brazil. Chile, and Mexico. 

States. and thus the catch-up process that character
ized the 1950!. and the 1960s wa::. reversed. This 
performance was in harp contrast to that of the newly· 
industrializing economics of Asia. which continued to 
close the income gap vis-a-vis the industrial market 
economies. 

The economic ped'ormance of some Eastern Euro
pean economics in the 1 980s may have been impaired 
by a relatively large build-up of external debt that had, 
for the most part. not been used to finance productive 
investment.�c. By the end of 1988, total convertible 

'• The poor cconomi:: performance in Eastern Europe and the 
U.S.S.R. in 198\1 abo reflected political and �ocial upheav<�b in 
addition to the factors discussed below. 
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debt of Eastern European countries was almost $100 
billion. of which about 40 percent was owed by Poland 
and 20 percent by Hungary; in both cases the debt 
burdens were similar to those of the most heavily 
indebted developing economies (Chart 27). Except for 
the repercussions of social unrest in Poland in the 
early 1980s, growth and external adjustments in Poland 
and Hungary also were broadly in line with develop
ments in the heavily indebted developing countries. 
Thus, while excessive debt burdens may have played 
a role in restraining economic growth in some coun
tries, the fact that economic performance was also 
poor in the countries of Eastern Europe that did not 
accumulate large external debts suggests the impor-
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Chart 27. External Debt, GDP, and Export Volume 
in Hungary, Poland, and Fifteen Heavily 
lndebted Countries 

(In percent) 

500 Ratio of External Debt to Exports of 
Goods and Services I 
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' Hungary and Poland: convertible exports including foreign 
·income receipts. 

1 Hungary and Poland: non-ruble expons. 

lance of more fundamental, systemic problems in 
centrally planned economies. 

The relatively poor performance of the centrally 
planned economies of Eastern Europe and the Soviet 
Union in the 1980s reflected a combination of several 
factors. In the long run the ··extensive" growth pattern 
that relied on massive increases in factor inputs rather 
than increases in productivity was not sustainable: 
high labor participation rates coupled with low popu
lation growth limited the growth of labor inputs. and 
further increases in investment were constrained by 
its already high level relative to total output. The 
slowdown in the industrial sector in the 1980s. where 
growth had been relatively strong in the previous 

Comparative Economic Performance 

decades. wa!> most pronounced. This slowdown wa!> 
largely a result of declines in the growth of labor input 
as the sectoral migration from agriculture to industry 
came to a standstill. The share of employment in 
agriculture nevertheles remained from two to five 
times higher than in the industrial market economies. 
Domestic pressures for improved standards of living 
also led to reductions in investment in ')Orne countries. 

fn the Soviet Union. the constraints on extensive 
growth were reflected in. and exacerbated by. declines 
in total factor productivity growth. From 1974 to 1984. 
for example. this decline is estimated to have been 
similar in magnitude to that which occurred in the 
indebted countries of Latin America (Table 20). Not 
only has productivity growth been poor, but compared 
with the industrial market economies. the level of 
productivity in the centralized economies of Eastern 
Europe and the Soviet Union appears to be very low. 
l t  has been estimated that in 1975 labor productivity 
in the non-service sector in the U.S.S.R .. Hungary. 
and Poland was only about one half the level in the 
United States and the major Western European econ
omies: and almost one third of this shortfall was 
accounted for by systemic inefficiencies unrelated to 
differences in available land and reproducible capital. '7 

The Eastern European and Soviet economies have 
been relatively succc!>sful in a number of areas. Most 
notably. these include a high degree of job security 
and a�pects of social policy. such as the provi�ion of 
universal health care. basic schooling, and literacy. In 
some of these areas the performance of the centrally 
planned economies rivals that of many industrial mar
ket economies. while in others performance has been 
poor. Life expectancy in Eastern Europe and partic
ularly in the Soviet Union. for example. ha!> been 
declining !>ince the mid-1960s: this i!> unprecedented 
in developed countries during peacet ime and stands 
in sharp contrast to continued advances in Western 
Europe.�� At the macroeconomic level. unemployment 
was low or nonexistent. although there appears to 
have been a considerable amount of hidden unem
ployment as reflected in low levels of labor productiv
ity. Until recently. officially recorded innation in most 
of the Ea�tern European economic:-. and the Soviet 
Union has been low in comparison with the industrial 
market economies. but there b evidence of substantial 
suppressed inflation. 

Somewhat surprising is the relative performance in 
areas where equity considerations arc important or 

" See Abram Bergson. "Comparative ProductiviLy: The 
U.S.S.R .. Eastern Europe, anu the We�t." American Economic 
Rel'iew. Vol. 77 (No. 3). 1987. pp. 34:?.-57. 

'"See Nicholas Eber�tadl. "Health and Mortality in Ea:-.tern 
Europe. 1965 to 1985:· Pre.\.\1/res for Rej(mn in the Ell.\tem 
European Economies. Joint Economic Comminee. 1989. 
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where markets may fai l  to reflect the full costs or 
benefits to society; areas where. in principle, centrally 
planned economies might be expected to outperform 
market economies. Post-tax income distribution in the 
Soviet Union. for example. does not appear to be more 
egalitarian than in many Western European countries, 
although it is estimated to be more egalitarian than in 
the United States.59 The environmental record is poor, 
even compared to that of the heavily industrialized 
countries in Western Europe. Owing to the heavy 
reliance on lignite coal and inadequate filters. for 
example. the German Democrat ic Republic and Czech
oslovakia have the highest per capita sulfur dioxide 
emissions in the world-about four times the level in 
the Federal Republic of Germany-and the situation 
in Hungary and parts of Poland is only marginally 
better.60 This has contributed to widespread health 
problems, water pollution. and acid-rain-induced de
forestation. Similarly, although market economies might 
be expected to underinvest in research and develop
ment. the Eastern European economies and the Soviet 
Union-despite success in some high-technology areas
lag significantly behind the industrial market economies 
in technologically advanced areas. such as computers. 
information and communication technologies, biotech
nology. new materials. and consumer electronics. 

There arc numerous indications that the pattern of 
resource allocation in the centrally planned economies 
is far from optimal and does not respond liexibly to 
changes in the relative scarcity of factors of production. 
This is particularly noticeable when comparing devel
opments in the energy intensity of production following 
the oil price shocks of the 1970s: in the industrial 
market economies energy consumption per unit of 
output fel l  sharply in response to the rise in the relative 
price of energy. whereas in the Soviet Union and the 
Eastern European economies price adjustments oc
curred only with a lag of several years and even then 
there was virtually no response in energy consumption. 6 1  

There are also indications that the mix of goods and 
services produced in Eastern Europe and the Soviet 
Union is not consistent with the preferences of the 
population. Quality and reliability are generally low. 

�• See Abram Bergson. "Income Inequality Under Sovier 
Socialism." Joumal of Economic Literature. Vol. 22 (No . .3). 
1984. pp. 1052-99. 

60 See Misha Glenny. ''Living in a Socialist Smog,'' New 
Scienti�t. Vol. 24. September 1987. pp. 41-4. 

•• Between 1970 and 1980. for example, energy consumption 
relative to G N P  is e�timated to have increased by 6'/z percent in 
the Soviet Un10n while it dropped by 23 percent and 1 5  percent in 
the United States and the European Community. respectively: see 
Ed Hewen. Energy Economics and Foreign Policy in the Sol'iet 
Union (Washington: Brookings Institution, !984), p. 105: sec also 
lstvun Dobot.i. "The 'Invisible' Source of 'Alternative' Energy: 
Comparing Energy Conservarion of the East and the West," Natural 
Resources Forum. Vol. 7 !No. 3J. July 1983, pp. 201-16. 
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and designs arc often outdated� this is reflected in the 
failure of Eastern European economies and the Soviei 
Union to expand their trade with Western countries 
in line with market growth in the 1 9RO'i. Food and 
many consumer goods are sometimes available in 
limited quantities. owing partly to inefficient distri
bution systems. Compared with the industrial market 
economic�. the service sector remains small and under
developed. These inefficiencies result in the stockpiling 
of unsalable products. queuing, rationing. black mar
kets. and popular discontent. This discontent has been 
apparent in the reccnl social and political turmoil in 
Eastern Europe and the Soviet Union, and in the 
German Democratic Republic it took the form of 
massive emigration to the Federal Republic of 
Germany. 

The relative performance of the Eastern European 
economics and the U.S.S.R. can be summarized, in 
very broad terms. as follows. In the earlier postwar 
period, large increases in labor and capital inputs and 
readily available natural resources resulted in output 
growth that was broadly comparable to growth in the 
industrial market economies but well behind the pace 
of growth of the newly industrialized economies of 
Asia. This "extensive 

.. 
pattern of growth wa� not 

sustainable. and this became increasingly apparent in 
the 1980s. Recently, the relative growth performance 
of the centrally planned economies has deteriorated 
sharply and standards of living have fallen far behind 
those in the industrial market economics. 

Need for Market-Oriented Reform62 

The authorities now in power in Eastern Europe 
and the U.S.S.R.  are keenly aware oftheir countries' 
relatively poor performance.113 The impetus for the 
market-oriented reforms that are now being dis
cussed-and in a number of cases implemented-is 
a concern with longer-term growth prospects, a 
concern that has been heightened by economic 
developments in the 1980s. A similar concern has 
also led the industrial and developing economies to 
cmphasiLe increasingly the importance of appropri
ate structural policies. The move to more market-

•� Di�;cus�ion:. of economic reform in Ea�tern Europe;m econ· 
omies include: Janos Kornai. "The Hungarian Reform Process.·· 
Joumal of Economic Literature. Vol. 24 (No. 4). December 
1986. pp. 1687-1737: Ed Hewell. Re.forminf.! the Sfll'iet Economy: 
Equality I'S. J:.'j)iciency (Washington: Brookings Institution. 19881: 
Jeffrey Sachs . .. Eastern Europe· s Economie�: What i'> to be 
done'?" Tire E('Oiwmist. January 13,  1990. pp. 21-6; and As!.er 
Lindbeck. "Une Troisieme Voie'?" Le Debat. No. 59. Mars/ 
Avril t990. pp. 1 7-2 1 .  

"'See. for example. rhe addres� of President Vacla\ Havel of 
Czechoslovakia to the United States Congrcs!>. Februury 2 1 .  
1990. 
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oriented policies has thus been embraced by coun
tries at all stages of development. and by govern
ments along the full ideological spectrum. 

Why Have Centrally Planned Economies 
Performed So Poorly'! 

To centrally plan and uirect a modern economy, 
even one in which the means of production and 
distribution arc owned by the state. requires massive 
amounts of information and the coordination of the 
actions of millions of firms and households. More
over, the requisite information is itself constantly 
changing. and the pace of change appears to have 
increased since the 1 970s. In a centrally planned 
economy, information flows through bureaucratic 
or auministrative channels. and relative prices and 
the pattern of production reflect the preferences of 
the central planners rather than society. J n a market 
economy, the . . invisible hand" of the price system 
transmits to consumers, workers. and producers 
information about relative scarcities, preferences. 
comparative advantage. and technology. Experi
ence has shown that no centralized system is capable 
of gathering and processing the requisite information 
and coordinating activities as efficiently as a decen
tralized free market economy.04 

Enterprises in a centrally planned economy are 
organized as large monopolies or oligopolies. The 
central plan is the outcome of a bargaining process 
between the central planning authorities. ministries, 
and the enterprises. This. together with the absence 
of competitive capital markets. means that enter
prises face what Janos Kornai has called a .. soft 
budget constraint": the large state-owned enter
prises face only weak financial discipline because 
they have recourse to bureaucratic intervention. 

�nd. in any event, arc not allowed to go bankrupt 
as a result of poor performance."5 

Given the soft budget constraint and the absence 
of competition and profit maximization, enterprises 
have little or no incentive to produce efficiently. 
innovate. develop new products or markets. and 
improve quality .66 The primary interest of those 
involved in the formulation and implementation of 
the plan is its fulfillment rather than the profitability 
of the enterprise: managers have a strong incentive 

"" See Friedrich A. von Hayek. "The Use of Knowledge in 
Society." in lndil'idua/ism and Economic Order. ed. by F.A. 
von Hayek (Chicago: University of Chicago. 1948). pp. 77-9 1 .  

"5 Kornai. op. cit . •  pp. 1697-8. 
""Moreover. the "nomenklatura . .  system. which refe rs to the 

list of bureaucratic po�iLions of consequence. appointments to 
which are the prerogative of the ruling party. emphasizes political 
loyalty rather than managerial expertise. 

Need for Market-Oriented Reform 

to bargain for the lca!>t ambitiOU!> output plan:-. and 
to overstate the resources required to fulfill the plan. 
There is, therefore. not only an inherent inflexibility 
in  a centrally planned economy but abo a sy'5temic 
tendency toward excess demand for intermediate 
goods and low productivity growth reflecting the 
hoarding of labor and other resources. 

Relative prices and wages are regulated from the 
center, usually to achieve income di..,u-ibution rather 
than efficiency objective!>. Consequently.  relative 
wages and incomes generally bear little relationship 
to productivity differentials. and labor is misallo
cated and inefficiently used. Workers have excessive 
job security and little incentive to increase produc
tivity. Poor "labor discipline . . . resulting in low labor 
productivity, may be exacerbated by the insufficient 
availability and low quality of consumer goods and 
services. 

The efficiency with which information flows and 
is coordinated. the degree of competition. and the 
structure of incentives arc fundamental features of 
any economy. Although country-specific factors arc 
also important. the relatively poor performance of 
centrally planned economics can largely be under
stood in these terms: the information contained in 
market prices is ignored or suppressed: there is an 
absence of competition and competitive markets: 
and the incentive� faced by enterprises. workers. 
and consumers do not encourage efficiency and 
innovation. 

Market-Oriented Structural Reform 

There is. of course, no simple blueprint for market
oriented reform in centrally planned economies. just 
as there is  no simple model for structural adjustment 
policies in industrial or developing countries. The 
issues involved are complex and country-specific 
features or each economy necessarily mean that 
economic reform will evolve in different ways in 
the various countries of Eastern Europe and in the 
U .S.S.R.  Nevertheless, it is possible to identify the 
main features of reform that wou Jd be needed to 
transform these economies into mixed market econ
omies broadly resembling those in Western Eu
ropeY 

A comprehensive reform strategy ror the centrally 
planned economie� of Ea!>tern Europe and the 
U.S.S.R.  will involve a departure from the attempt 
to centrally plan and direct economic activity at the 
microeconomic level. This would imply an end to 

61 As uiscu��ed in the next �cction. reform� have been <�doptcd 
by some of the Ea�tcrn European countrie.., and the Soviet 
Union. 
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price controls and allocative strategies favoring 
heavy industry at the expense of consumer good<;. 
<;ervices. housing. and agriculture. It would also 
involve the creation and reform of institutions and 
markets: and. in some cases. the abolition of certain 
institution�. As in other economies. governments 
will continue to play an important role in some 
sectors of the economy. but this would be the 
exception rather than the rule. 

The system of microeconomic management of the 
economy would need to be replaced with a system 
or macroeconomic management and control oper
ating through fi. cal and monetary policies-a system 
which i� largely nonexistent in the Soviet Union 
and in most Eastern European economies. To es
tablish a stable noninflationary macroeconomic en
vironment. the government budget would have to 
be brought into broad balance and the growth of 
money and credit controlled. Achievement of the 
fiscal objective would involve the elimination of 
most sub�idies-which is  also necessary to reduce 
price distortions-and a stabilization or govemment 
revenues through tax reform. Reform of the tax 
system would enhance incentive!> to work. save. 
and establish new businesses by creating a ·• level 
playing field'" on which private and public enter
prises can compete on equal footing. 

l n  addition to establishing control of the overall 
growth of credit and liquidity. it would be important 
to develop the intermediation role of financial mar
kets more fully. Market determined real rates or 
interest can help to ensure adequate levels of savings 
and the efficient allocation or capital. The devel
opment of equity markets could support the financ
ing of new and expanding firms. and facilitate the 
privatization of public enterprises. As in other coun
tries, the government has a role in maintaining 
confidence in the financial system through prudential 
oversight and other regulations. 

It is also important to reduce the size of the public 
sector and to privatize many. if not mos£. public 
enterprises. As discussed below. this may be difficult 
to accomplish rapidly; in the meantime. it is crucial 
to make a clear distinction and establish indepen
dence between government on the one hand and 
public enterprises on the other. All enterprises 
should be given entrepreneurial autonomy subject 
to the financial discipline of a hard budget constraint. 
To encourage efficiency, most public sector monop
olies and oligopolies would need to be broken up 
and made to compete on an equal footing with 
privately owned firms. This would require that 
unprofitable enterprises. whether public or private. 
be allowed to go bankrupt. 

In certain areas. governments will have to take 
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on new responsibilities and create new institutions. 
Changes to the legal system and commercial codes. 
for example. would be required to eliminate restric
tions on private economic activity. to allow for the 
easy establishment of new enterprises and the exit 
(bankruptcy) of unprofitable one�. to ensure com
petition. to guarantee property rights. and to enforce 
contracts. Enterprise autonomy over the hiring and 
firing of labor implies that a social safety net of 
unemployment benefits and a system of income 
transfers to the poorest members of society would 
need to be established: this would also encourage 
labor mobility and retraining. Pension systems may 
also have to be reformed. In the�e and other area�. 
the industrial market economies provide models of 
how these institutions can be efficiently organized. 
including examples of pitfalls to be avoided. 

It is particularly important to end the institutional 
monopoly over foreign trade that has effectively 
isolated enterprises from the benefits of international 
competition and specialization. Moreover. there is 
a need to reform the Council for Mutual Economic 
Assi�tance trading system which has heretofore 
constrained reform efforts in member countl-ies. 
Throughout Eastern Europe and in the Soviet Union 
the structure of output and relative prices needs to 
evolve to reflect more closely comparative advan
tage in world markets. This can only be accom
plished through free and open trade and competition. 
currency convertibility. and an end to domestic 
price controls and subsidies so that domestic prices 
reflect world market prices. 

Problem of Transition 

There is no theory of the transition from a centrally 
planned to a market economy. Nor arc there yet 
examples of centrally planned economic� thai have 
successful ly made such a transition. Nevertheless. 
the experiences of industrial, centrally planned. and 
developing economies. particularly those in Latin 
America. that have undertaken macroeconomic and 
structural reforms-with varying degree::. of suc
cess-suggest some general lesson!) anu principles. 
The main issues here relate to the speed with which 
reform is undertaken. the comprehcnsivenes� of the 
reform package. and the sequencing of reform.M 

It is clear that the transition process will not be 
painless. Elimination of microecon0mic distortions 
through the removal of price controls and sub<;idies 

'"'For a fuller discussion of these issues sec Thomas A. Wolf. 
"Macroeconomic Adju�tmcnt and Ref<1m1 in Planned Econ
omies." and · · Marke1-0rien1ed R<!form of Foreign Trade in 
PlanneJ Economics.·· 1 M  F Working Papers WP/90/27 and WP/ 
90/28. respect ively, April 1990. 
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and the removal of constraints on the hiring and 
firing oflabor, initially may tend to increase inflation 
and unemployment. both of which may previously 
have been suppressed or hidden. This may be 
exacerbated i n  some economies by already high or 
increasing inflation. l n  these cases, it is crucial 
rapidly to establish low and stable rates of inflation 
as a precondition to restoring macroeconomic sta
bility. In those economies where inflation is low, 
the task is to prevent one-time relative price ad
justments associated with the implementation of 
reforms to evolve into a lasting inflationary process. 
A central lesson from the experience of a variety of 
countries undertaking structural reform is the im
portance of establishing macroeconomic stability i n  
the early stages of reform. 

For a number of reasons, a rapid implementation 
of market-oriented reforms may be preferable to a 
gradual approach. The more rapid the reforms. the 
less those who benefited from the old system and 
other interest groups wil l  bl >le to obstruct or slow 
the implementation of the reform program. In ad
dition. public consensus i n  support of reform, as 
well as the momentum of the reform process itself, 
can best be maintained by ensuring that the tangible 
benefits of reform become visible as soon as pos
sible. There is no convincing argument that the 
transitional costs of structural reform would be 
reduced if  the reform process were prolonged or 
delayed. 

There are two distinct aspects concerning the 
speed of reform. The first, which is largely under 
the control of the authorities. concerns the pace 
with which economic reform is  announced and 
implemented. The second aspect, which wil l  largely 
determine the transitional costs. is the speed with 
which economic agents change their behavior in 
response to changes i n  the economic system; this 
.will involve a learning process of familiarization 
with new market institutions. The transitional costs 
of moving from any economic policy regime to 
another will also, in general, depend on the expec
tations of market participants-including, i mpor
tantly, potential new participants-and on the cred
ibility of the policy itself. This suggests a need to 
state clearly the type of economic system that is  
the ultimate objective of the reform program and 
the motivation for the reforms, including the short
comings of the present economic system and the 
role of markets and of private enterprise and initi
ative. Credibility will also be enhanced, and expec
tations better formed, by an open recognition and 
discussion of the transitional costs of reform and 
how these can be minimized. 

The credibility of an economic reform package. 

Need for Market-Oriented Reform 

and hence the probability of it succeeding, is likely 
to be greater if  it is  comprehensive. Given the 
linkages i n  the economy. comprehensive reform 
increases the likelihood that each element of the 
program will reinforce other elements. This is par
ticularly important because of the need to reallocate 
resources to different areas of economic activity; 
for this reallocation to occur. economic reforms in 
one area must go hand in hand with reforms in other 
areas. Moreover, comprehensive reform helps en
sure that the costs and benefits of economic trans
formation are broadly shared rather than concen
trated on specific segments of society. Past experience 
with partial reform in the centrally planned econ
omies suggests that if reforms are not instituted 
comprehensively and simultaneously, there is a 
danger that they may have perverse and unintended 
results. 

The more rapid and comprehensive are refo•ms. 
the less important will be the issue of the sequencing 
of specific aspects of the reform program. In prac
tice. of course, everything cannot be done at once. 
and even a rapid approach to reform will involve 
short-run choices concerning the pace of implemen
tation of specific measures. There are no tried and 
true rules about the speed of implementation and 
the sequencing of reforms. Circumstances specific 
to each country, including the starting point and the 
political consensus for reform, will be reflected in 
different approaches to the reform process. lt would 
seem to be particularly important, however. that 
the establishment of macroeconomic stability and 
institutional changes such as modifications to the 
legal system, the creation of social safety nets, and 
the establishment of financial discipline on enter
prises be emphasized at an early stage. I n  areas 
where it may not be possible to institute reforms 
rapidly, perhaps because of scarce administrative 
and technical resources, a pre-announced timetable 
for implementation may increase the credibility of 
the program. 

Free and open international trade can play an 
important role in the transition process: import 
competition can spur the development of competi
tive domestic markets and world market prices can 
provide a benchmark for domestic prices; imports 
of capital and intermediate goods can play a buffer
stock role to alleviate shortages and bottlenecks i n  
the transition period; and foreign trade and invest
ment can serve as a vehicle for the transfer of best
practice technology and management. There is a 
possibility of large trade deficits i n  the transition 
period. To the extent that this primarily reflects 
imports of investment goods that create the pro
ductive capacity to service the associated debt. this 
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would not ncce�sarily be a matler for concern. as 
�uggestcd by the experience of some of the newly 
indu�triali7ing economic� of Asia. Of course. poli
cies will need to be adju�ted to prevent current 
account deficit� from becoming unsustainable. 

Establishment of property ownership through pri
vatization v. ill have an impor1ant role to play in 
improving re�ource allocation. �timulating incen
tives. and rai�ing welfare. In those countri;s where 
housing i� owned by the state. it may be possible 
to carry out privati.wtion quite rapidly. but this 
must go hand in hand with the removal of rent 
subsidic� and controls in order for housing to be
come a profitable investment opportunit/ Rapid 
privatization of hou�ing may also help to absorb 
excess liquidity in  those countries where this is a 
problem, make property rights credible. increase 
labor mobility. and spur the growth of associated 
services and consumer goods industries. 

There are a number of way in which the priva
tization of large public enterprises can be achieved. 
The state could. for example. sell shares of publicly 
owned firm� or. alternatively. distribute shares to 
the population. One way of doing the latter would 
be to di�tribute '>hare� of competing trust funds that 
would over�ee the enterpri�es with the objective of 
maximizing the eventual receipts from privatization. 
Of course. the free di-.tribution of hares-as op
posed to the sale of -,hares-would not increase 
government revenue, and there may be implications 
from possible wealth effect� on. for example. infla
tion. The public offering� or auction of shares. 
perhaps with preferential terms for employees. could 
help absorb execs� liquidity and foster the devel
opment of active stock markets. Given the scale of 
public ownership and the relatively underdeveloped 
capital markets in the centrally planned economies, 
it may not be possible to complete the process of 
privatization rapidly. But it is crucial that the own
ership of the assets of the enterprises and the 
monitoring function of ownership be firmly estab
lished: and that managers operate within a structure 
which provides incentives to maximize the value of 
the assets they manage. 

Although it i'> not clear that there are viable 
alternatives. any comprehensive economic reform 
program designed to improve economic perfor
mance over the medium term will entail significant 
risks during the transition period. I n  particular the 
short-run consequences for output. employment, 
and the trade balance may be worse than anticipated 
and could jeopardiLe the entire program. Moreover. 
the transition period could be quite long. especially 
if reforms arc delayed or arc insufficiently compre
hensive. Risks such as these point to the need for 
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the authoritic� in tho�e countrie'> undertaking reform 
to stand ready to take additional measures as needed 
to keep the program on track. But. as indicated by 
recent development-. in �ome countries. the risks 
a�sociatcd \\ ith im1dequatc reform efforts may be 
even greater than tho-,e a'>'>ociated v. ith comprehen
sive reform. 

Implications of Economic Reforms in 
Eastern Europe and the U.S.S.R. 

A number of the centrally planned economics 
have already undertaken a variety of economic 
reforms. generally by attempting to incorporate 
aspects of market mechanisms without changing the 
fundamental nature of the central planning system. 
Partial reforms such as these. which represent an 
attempt to find a "third way·· intermediate between 
a centrally planned and a market economy, have 
been particularly important in Hungary since 1968 
and in Poland since 1981 .�>9 Before discussing more 
recent reform effort�. it may be useful to summariLe 
certain common feature� of these earlier reforms 
and con-,ider why they have been generally 
unsucce��ful. 

Most previou� reform programs proposed in
creased autonomy for public enterprises. Thi usu
ally included a greater role for the enterprise in 
deciding on the overall wage bill and the strucLUre 
of relative wages. the investment program. and the 
selection of management. The reforms also allowed 
for a relaxation of price controls for some products 
and placed a greater emphasis on market determined 
prices. In general. the dominating position of state 
enterprises in the production process was not seri
ously challenged. state-administered prices contin
ued to be an integral part of the economy, and the 
role of private property and private enterprise re
mained largely unchanged. 

Under these circumstances. inconsistencies 
emerged between the centrally planned economic 
�phere on the one hand and the more market
oriented sphere on the other. Public enterprises 
attained only partial autonomy and interference by 
the state into their decision making remained sig
nificant: thi� wa., the case even in Hungary where 
mandatory plan directives were abolished as early 
as 1968. The focus of the bargaining between en
terprbes and the central authorities shifted from 
input requirements and production quotas to pref
erential taxes. credit and foreign exchange alloca
tions, and subsidies. There was. consequently. little 

,..; Chma ha-. al-.o undcnat..cn partial but significant economic 
rerorm sin�:c the late 1970-.. 
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effective change in the "soft · ·  budget constraint 
faced by public enterprises and no incentive to seek 
more efficient production processes. In several 
countries. this contributed to excessive wage in
creases and a deterioration i n  the governments' 
fiscal position. both of which resulted in large 
increases in inflation or inflationary pressures. 

With the implementation of the partial reform 
programs. selective interference by the central au
thorities in  the management of public enterprises 
continued. This was required because of the absence 
of well-functioning capital markets and also reflected 
the lack of policy instruments for macroeconomic 
management. At the same time. these interventions 
often inval idated the very purpose of the reforms. 
This experience suggests that future reforms may 
be unsuccessful unless they are comprehensive. 

Ln January 1990 Poland adopted a comprehensive 
program of economic reform aimed at rapid trans
formation from a centrally planned to a market 
economy. The main elements of the program were 
monetary and fiscal discipline. supported by a tax
based incomes policy. to reduce inflation quickly 
and establish macroeconomic stability; trade liber
alization and convertibil ity: extensive decontrol of 
prices and substantial reduction of consumer sub
sidies; legal changes to liberalize and strengthen the 
private sector; the establishment of a social safety 
net: and the announced intention to proceed rapidly 
with widespread privatization of state enterprises. 
Most policy measures were front loaded and many 
were rapidly implemented. The broad political sup
port for the economic reform program and public 
awareness and acceptance of the potentially high 
costs in terms of reduced output and employment 
during the period of transition, provide a certain 
basis for optimism about the success of the program 
and the medium-term prospects for the Polish 
.economy. 

In Hungary, significant measures have been taken 
in the last two years to reinvigorate the process of 
structural reform. These have included further steps 
toward liberalization of prices and wages. reform of 
the tax system. initiation of a program of import 
liberalization, and decentralization of the banking 
system. In addition. several new laws have been 
introduced which, inter alia, ensure uniform con
ditions for businesses across all sectors of the 
economy, widen the scope for entry and expansion 
of small enterprises, and establish a framework for 
the transformation and sale of state enterprises. 

Czechoslovakia and the German Democratic Re
public (G.D.R.)  have publicly declared the objective 
of transforming their economies to market-oriented 
systems along the lines of those i n  Western Europe. 

Implications of Economic Reforms 

The starting point for economic reform in these 
countries and in Hungary, and hence the prospects 
for success. is in some respects more favorable than 
in Poland. While Hungary has a large external debt 
and high inflation. neither is as serious as in Poland; 
and all have close historical ties and special rela
tionships to neighboring countries in Western Eu
rope. The latter, of course. is particularly important 
in the case of the G.D.R.  where economic and 
monetary union with the Federal Republic could 
substantially reduce the adjustment costs for the 
G . D.R. compared with other countries in Eastern 
Europe. (Some economic implications of German 
unification are discussed in the Box.) 

Given the uncertainties associated with the on
going change in Eastern Europe, and especially in 
the Soviet Union where more comprehensive re
forms than previously considered have recently been 
proposed. any discussion of likely developments is, 
of course. highly speculative. In the short run, the 
adverse implications of the recent political turmoiL 
and the transition costs in those countries which 
adopt economic reform, could be substantial: output 
in Eastern Europe and the Soviet Union may have 
decreased slightly in 1989. and in 1990 it could 
decline by as much as I Yz to 2 percent. 

Under these circumstances. the international com
munity can play an important role in support of market
oriented reforms, including the precedent-setting Pol
ish reform program. This support. which would be 
particularly important in the early stages of the pro
gram. would include improved access to foreign mar
kets, technology transfers. and external financial sup
port, including, in some cases, a reduction in external 
debt burdens. In addition. in an environment in which 
private initiative and enterprise had been suppressed 
and viewed with suspicion for several decades, sub
stantial managerial and technical assistance may be 
required to ensure the establishment of a smoothly 
operating market system. Assistance could also involve 
financial support to ensure sufficient funding of social 
safety nets to meet unforeseen contingencies. 

With regard to implications for other economies, 
there may be some trade diversion away from other 
centrally planned economies as the Eastern European 
countries and the Soviet U nion progressively increase 
trade with the market-oriented economies. Over time, 
international trade, increased direct investment, and 
other capital flows arc likely to expand substantially 
in those countries undertaking economic reforms. This 
will spur economic activity in the region and the rest 
of the world. Although the less developed economies 
stand to benefit directly from any expansion of world 
trade and income. there is also the prospect of in
creased competition for foreign direct investment, 
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V · ECONOMIC REFORM IN EASTERN EUROPE AND THE U.S.S.R. 

Some Economic Implications of German Unification 

At the time the World Economic Outlook was pre
pared for publication, the economic measures that 
might be associated with economic and monetary 

unification in Germany had not been specified. For 
this reason, the projections contained in this report do 
not take into consideration the likely effects of such 
measures. This box briefly describes some of the 
possible domestic and international repercussions of 
unification between the Federal Republic of Germany 
(F. R. G.) and the German Democratic Republic (G .D.R. ). 
The discussion is unavoidably somewhat speculative 
as there is no historical experience of a rapid trans
formation of a centra!Jy planned economy into a market 
economy. To provide perspective to the following 
discussion of possible developments and policy mea
sures associated with unification-which are, of course, 
hypothetical-it should be kept in mind that the pop
ulation of the F.R.G. is about four times larger than 
that of the G.D.R. and that its gross national product 
could be six to ten times larger. 

Within a unified Germany, government expenditures 
can be expected to increase with higher infrastructure 
investment and social transfers in the G.D.R. The 
budgetary effects of this increase might be partly offset 
by a reduction of subsidies in the G.D.R., lower 
subsidies to West Berlin and regions in the F.R.G. 
along the border with the G.D.R., and higher govern
ment revenues associated with stronger economic 
growth in the F.R.G. In the absence of tax changes, 
however, the net effect would be some rise in the 
fiscal deficit for a few years. 

Output is likely to decline in the G.D.R. during the 
first stages of the transition from a centrally planned 
to a market economy, although consumer demand 

development assistance, and debt relief. Renewed 
efforts by the industrial countries, as well as continued 
structural reforms in the less developed economies, 
wiU be required to avoid negative repercussions from 
the increased role of the Eastern European countries 
in the world economy . 

The successful transformations of the newly indus

trializing economies of South East Asia-and perhaps 
also the earlier postwar reconstruction and transfor
mation of the economies of Western Europe and 

Japan-augur well for the medium-term growth pros-
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would tend to be boosted temporarily by the increased 

purchasing power associated with the conversion of 
liquid Ost-mark-denominated assets into deutsche mark. 
Private investment in plant and equipment also would 
rise in the G.D.R. as investors from the F.R.G. and 
from other countries take advantage of lower labor 
costs and expanded market opportunities. In the F.R.G . .  
aggregate demand would b e  stimulated in the short 
run by increased purchases of both consumer and 
capital goods by residents of the G.D.R. and by higher 
domestic investment. The most recent report of the 
five economic institutes in the F.R.G. provides esti
mates indicating that the impact of monetary and 
economic unification assumed to start in mid-1 990 
could increase economic growth in the F.R.G. by as 
much as 1 to l 1h percentage points in 1991. 1 

Over time, improved infrastructure, higher private 
investment, together with the introduction of superior 
management and technologies and a more efficient allo
cation of labor. would raise the growth of labor produc
tivity in the G.D.R., allowing real wages to catch up 
gradually with the level prevailing in the Federal Republic. 
Moreover, the unified German economy would tend to 

benefit from increased specialization and returns to scale. 
For these reasons, the expansion of domestic demand in 
a unified Germany would be accompanied over the me
dium term by higher growth of potential output. 

On the assumption that monetary policy will continue 
to be geared toward keeping inflation at low levels while 
accommodating the growth of potential output, there may 
be upward pressure on interest rates in the short to 

medium term to the extent that the expansion in aggregate 

1 "Die Lage der We1twi11schaft und der Wesldeulscheo Wi11schaf1 
im Friil\.iahr 1990." Kicl. April 5. 1990. 

pects of those centrally planned economies which 
undertake comprehensive market-oriented reform. With 
their relatively skilled work forces, the countries of 
Eastern Europe could emerge as a source of dynamism 
for Europe and, to a Jesser extent, for the world 
economy. To the extent that future economic reform 
takes place in the context of reduced political tensions, 
as has been the case recently, the climate for business 
investment would be further improved, particularly in 

Europe. 
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demand temporarily exceeds the growth of potential 
output. Real interest rates will also tend to rise reflecting 
higher marginal returns to capital. However, pressures 
on prices and wages in Germany (and, indirectly. on 
interest rates) would be attenuated by a number of factors: 
part of the increase in aggregate demand would be satisfied 
by higher imports: and the unemployment that is likely 
to result from economic restructuring in the G.D.R. would 
dampen wage inflation. as would the integration of the 
relatively young, skilled, and mobile G.D.R. workforce 
into a unified labor market. 

The G.D.R. is likely to become a significant net capital 
importer. primarily but not exclusively from the F.R.G., 
and net capital exports from a unified Germany would 
decline.2 Thus Germany's current account surplus would 
be reduced in the short to medium term as the rise in 
aggregate domestic demand outstrips the growth of out
put. The mechanism underlying this process would be a 
rise in the real effective value of the deutsche mark 
reflecting the increase in real interest rates in Germany. 
Real interest rates in other countries would also tend to 
rise as Germany's supply of saving to the rest of the 
world is reduced. Upward pressure on world interest 
rates was already apparent in early 1990, although the 
magnitude of the increase suggests that factors other than 
expectations about German unification must have played 
a role. 

:Official balance of payments data on the current account in the 
F.R.G. consider bilateral transactions with the G.D.R. to be internal 

transactions. Thus the current account or a unified Germany would 
be the sum of Lhe current account of the P.R.G. plus the current 
account or the G.D.R. (e>.cluding Lmnsaetions with the F.R.G.). In 
the p�t. the G.D.R."s current account has been broadly in balance, 
and the current account of a combined Germany would have been 
similar to that or the F.R.G. 

Implications of Economic Reforms 

ln countries that are operating below full capacity, the 
rise in domestic demand in Germany can be expected to 
increase exports and output, although the rise in real 
interest rates will tend to restrain domestic demand. In 
countries where resources are fully utilized. there may 
be upward pressure on prices and the rise in exports may 
come at the expense of other interest-sensitive compo
nents of domestic demand. Higher interest rates would 
increase the financing burden of heavily indebted coun
tries, but those that are producers of manufactures would 
benefit from increased demand for their exports, and 
producers of certain primary commodities could benefit 
from a firming of commodity prices. In the aggregate, the 
net impact on economic activity outside of Germany is 
likely to be relatively smaU, as the expansionary effects 
of increased demand from Germany will tend to be 
counterbalanced by the restraining effects of higher real 
interest rates. 3 

In the longer run, the beneficial effects of higher 
potential growth in a unified Germany would tend to 
reduce. and subsequently reverse. the initial upward 
pressures on inflation, interest rates, and the real exchange 
rate. As output in Germany increases relative to total 
domestic demand, the initial impact on external balances 
also would tend to be reversed. After the initial shock 
has been absorbed and as productivity levels and stan
dards of living in the G.D.R. catch up to those in the 
F.R.G., output growth will be higher in Germany as a 
resull of unification. and the impact on the world economy 
should be unambiguously positive. 

1 See. for example. Lewis S. Alexander and Joseph E. Gagnon. 
"The Global Economic Implications of German Unification:· Inter
national Finance Discussion Paper 379. Board of Governors of the 

Federal Reserve System. April 1990. 
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Supplementary Note 1 

Recent Developments in Eastern Europe and the U.S.S.R. 

The following background notes for Chapter V of 
the maio text, ' 'Economic Reform in Eastern Europe 
and the U.S.S.R.," provide country-specific details 
on recent developments and economic policy re
forms and reform proposals.1 Of the seven countries 
covered in this supplement, three ( Hungary, Ro
mania, and Poland) are members of the Fund, and 
two others (Bulgaria and Czechoslovakia) have 
applied for Fund membership; the remaining coun
tries are the German Democratic Republic (G.D.R.) 
and the Union of Soviet Socialist Republics 
(U.S.S.R.). 

Hungary 

Recent Developments 

Hungary introduced the first major market
oriented reform in a centrally planned economy, the 
New Economic Mechanism (NEM), in 1968. Major 
elements of the NEM included the freeing of enter
prises from mandatory plan directives and a relax
ation of controls to permit a revival of small-scale 
cooperatives and private activities. There were, 
however, contradictions between the requirements 
of the plan and the role of markets, as well as 
opposition to the decentralization of decision mak
ing. The next two decades witnessed several at
tempts to improve the NEM and to rejuvenate the 
reform process. 

During the 1970s, demand-management policies 
were sufficiently balanced to prevent the recurrence 
of chronic shortages and inflationary pressures in 

1 It should be noted that the Fund's data base for several of 
the countries concerned is still inadequate. Consequently, in 
the preparation of Chapter V of the main text and the background 
notes on individual countries the staff has relied on various 
other sources. For this reason, differences may exjst in the 
figures cited in some of the country sections and those contained 
in Chapter V. 

consumer markets. Partly as a result of the delayed 
response to the large increases in world prices for 
oil and other imported raw materials, however. 
Hungary's convertible-currency trade deficit wid
ened steadily in the 1970s, resulting in the gradual 
buildup of a substantial external debt. From the late 
1970s to the mid to late 1980s, the stance of 
economic policies has been reversed frequently, 
shifting between expansion and restraint, in an 
attempt to narrow the external imbalance. 

Against this background, the government adopted 
in mid-1987 a medium-term program of economic 
stabilization and structural reform to address the 
weak supply performance of the economy that 
persisted despite relatively high levels of invest
ment. The authorities conceived the adjustment 
program for 1988 as the first stage toward achieve
ment of sustained medium-term economic growth 
in the context of internal and external financial 
stability.2 Pending the benefits from implementation 
of comprehensive structural reform, a substantial 
share of the initial adjustment was borne by demand 
restraint, in particular through a reduction in the 
budget deficit and curtailment of excess liquidity. 
This resulted in sluggish GDP growth of '12 percent 
in 1988 and a fall in domestic demand by 2 percent
the largest decline recorded in the 1980s. Consumer 
price inflation rose to 1 5  percent, mainly because of 
the introduction of a value added tax on January I ,  1988. 

The convertible current account deficit, which had 
reached 6.3 percent of GDP in 1986, was gradually 
narrowed to 2.9 percent in 1988. This reduction was 
impressive in light of increased interest obligations as 
well as a substantial increase in travel expenditures 
by Hungarian residents taking advantage of relaxed 
travel and foreign exchange regulations. The external 
adjustment slowed the growth of external convertible 
debt, which had been rapid in preceding years. 

1 Fund support for Hungary's program of stabilization and 
economic reform was provided tbrough stand-by arrangements 
approved in May 1988 and Marcb 1990. 
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SUPPLEMENTARY NOTE I 

The adjustment program faltered in 1989. Real output 
declined for the first lime since 1985 as lower industrial 
production outweighed slow growth in trade and agri
culture.3 Consumer price inflation increased to 19 
percent, reflecting. in part, accommodating financial 
policies. Wages also increased faster than planned, 
particularly in the early part of the year, as a result of 
large wage awards granted by enterprises enjoying 
greater freedom over wage determination and high 
liquidity owing to a much weaker than planned fiscal 
policy and a large ruble trade surplus. 

The loose financial policies resulted in a widening 
of the convertible current account deficit to $ 1 .4 bil
l ion (5 percent of G DP) from $0.8 bi II ion the previous 
year. A small i mprovement of the trade balance, re
flecting an increase in the terms of trade, was more 
than offset by a large deterioration of the service 
account. The latter was due primarily to large travel 
outflows, but also reflected larger debt-service pay
ments and-probably increasingly during the course 
of the year-capital flight. 

In  response to the resulting convertible currency 
drain, the Hungarian authorities adopted policies in 
late 1989 to achieve domestic and external adjustment. 
Exchange rate action taken in late 1989 and tightened 
household access to foreign currency are to be sup
ported by a planned tightening of fiscal and monetary 
policies, including higher interest rates. Administrative 
measures have also been introduced to curtail exports 
to the member countries of the Council for Mutual 
Economic Assistance (CMEA), thereby preventing a 
further large payments surplus in nonconvertible cur
rencies from adding to domestic liquidity. Hungary 
continues to have a unified exchange rate vis-a-vis 
nonsocialist countries. Its currency. the forint, is 
pegged to a basket of convertible currencies and 
adjusted intermittently based on differential inflation 
developments. 

Recent Structural Reform Policies 

Several market-oriented measures have been in
troduced since mid-L987 to increase the efficiency 
and flexibility of the Hungarian economy. Structural 
reform in this period has focused primarily on wages 
and prices, the tax system, the trade regime, and 
the banking system. 

Reform of the wage determination process, aimed 
at widening the scope for pay differentiation ac
cording to performance while containing the risk of 

) Based on reports from large enterprises only. real GOP is 
estimated on a preliminary basis to have fallen by 2 percent; 
this estimate may overstate the actual decline since it excludes 
small businesses and services. 
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wage overruns, has been a key element of the 
structural reform program. Starting in 1989, there 
has been annual collective bargaining in state-owned 
enterprises, safeguarded by taxation of excessive 
wage increases. Administrative controls had been 
maintained over a broad range of prices reflecting 
concern over inflation as well as insufficient financial 
discipline on enterp1ises and lack of domestic com
petition. In recent years, however. significant moves 
toward the liberalization of prices have been initi
ated. The share of consumer prices free of direct 
and indirect controls was raised to 53 percent in 
1988. to 63 percent in early 1989, and to 77 percent 
in early 1990. Steps have also been taken to improve 
the structure of relative prices with the introduction 
of a value added tax concurrent with reductions i n  
producer and consumer subsidies. 

A major tax reform, aimed at lessening distortions 
in the economy. was started in J 988. The initial 
reform measures introduced a value added tax and 
a personal income tax, while they eliminated or 
replaced various sector- and group-specific taxes. 
From January I ,  1 989. the previous profit tax sys
tem. which differentiated between state enterprises, 
cooperatives, nonsocialist enterprises, and joint 
ventures, was replaced by a uniform coi-porate 
income tax. Since the initial reforms in 1988, there 
has been a general move toward lower tax rates. 
The top marginal tax rate under the personal income 
tax was reduced from 60 percent to 50 percent in 
1990, while the corporate income tax was lowered 
from 54 percent to 40 percent. The latter reduction 
was partly offset by the introduction of mandatory 
dividend payments by state enterprises, equivalent 
to 18 percent of after-tax profits; this was aimed at 
subjecting state-owned enterprises to a total divi
dend and tax burden comparable to that of the 
private sector. 

Significant steps have also been taken to open the 
economy to foreign competition. Licensing require
ments and quota restrictions on the equivalent of 
40 percent of the value of non-ruble imports were 
eliminated on January I, 1989. This proportion was 
increased to 65 percent of 1988 non-ruble imports 
on January I ,  1990. 

With a view to enhancing the efficiency of financial 
intermediation, a two-tier banking system was in
troduced in January 1987, after almost four decades 
of rigid segmentation bet ween a few large specialized 
institutions. The establishment of competing com
mercial banks was accompanied by increasingly 
flexible interest rates, especially in the enterprise 
sector where both deposit and lending rates were 
freed in 1987. Subsequently, steps have been taken 
toward integration of the market for financial ser-
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vices which, in the wake of the initial banking 
reform, remained divided into separate enterprise 
and household spheres. Most remaining regulatory 
barriers to integration were eliminated on January 
1 .  1990. I nterest rates have also been raised over 
time to levels that are now positive in real terms. 

Reform measures have been implemented or are 
under preparation in other areas. Most important, 
a legislative framework has been established ensur
ing uniform conditions for businesses in all sectors 
of the economy and widening the scope for entry 
and expansion of small enterprises. Programs are 
under preparation to accelerate the privatization of 
state enterprises and to reduce the scope of state 
intervention in the economy, including a revision of 
the social security system. A law setting the frame
work for the establishment of a stock market was 
also adopted in January 1 990. In addition. all existing 
regulations are to be reviewed and justified by 
a Deregulation Board by March 1 990, or be 
terminated. 

While little progress has been made so far in 
industrial restructuring, some initial steps were taken 
in late 1989 and early 1990. In 1989, commercial 
banks started, on a selective basis. the withdrawal 
of credits from less creditworthy borrowers. In the 
beginning of 1990, the government strengthened this 
process by foregoing the option of "refloating'' 
targeted loss-making companies and by allowing 
commercial banks to initiate appropriate procedures 
against debtors judged not to be creditworthy on 
commercial criteria. 

The Hungarian authorities have supported 
market-oriented reforms of the CMEA trade ar
rangements as a means of enhancing the exposure 
of Hungarian enterprises to international competi
tion. A shift toward settlement in convertible cur
rencies will, however. require enhanced competi
tiveness and a reorientation of production by 
enterprises now exporting to relatively undemanding 
CMEA markets. 

Poland 

Recent Developments 

The economic decline of 1 979-82 and attendant 
labor and social unrest ended with the introduction 
of an ambitious economic reform program. This 
program was launched under unpropitious circum
stances, however, given the large internal imbal
ances and growing external debt that Poland had 
begun to reschedule in 1 98 1 ;  moreover, implemen
tation of the program turned out to be less than 

Poland 

complete. Although economic activity revived, with 
GDP growing at an average annual rate of over 4 
percent in 1983-88, by 1988 output was stiiJ lower 
than in 1 978 and per capita consumption was just 5 
percent higher than in 1 980. In 1 984-88. the current 
account deficit in convertible currencies ranged 
between U S$0.4 billion and US$0.8 billion. with 
rising interest obligations on a growing foreign debt. 
more than offsetting increased net transfers and a 
trade surplus in the neighborhood of US$1 billion. 
Although the refom1 had been accompanied by a 
doubling of the price level and a reduction in real 
wages by about 25 percent in 1 982, market imbal
ances continued to characterize the Polish economy 
throughout the 1 980s. 

I n  early 1988, the government carried out a so
called price-incomes operation designed to reduce 
market i mbalances and subsidies. The announce
ment of large impending increases in administered 
prices and a greater scope for increases in partially 
liberalized prices led, however, to a jump in wage 
demands, renewed labor unrest, and the beginning 
of a wage-price spiral. The annual average rate of 
inflation more than doubled. to 60 percent in 1988, 
but real wages increased by 1 4  perceJJL Wjtb reaJ 
personal consumption continuing to grow at about 
3 percent, the saving rate out of household zloty 
incomes also more than doubled, to 16 .5  percent. 

Zloty holdings of the population in real terms 
declined by about 5 percent in the course of 1988. 
This was accompanied by a sharp real depreciation 
of the parallel market exchange rate which. together 
with an increase in household foreign currency 
deposits in dollar terms, caused the real value of 
household broad money-with these deposits valued 
at the parallel rate-to rise by almost 50 percent 
during 1988. With growing domestic imbalances, 
the trade surplus in convertible currencies slipped 
below US$ 1 .0 billion for the first time since 1983, 
and the current account deficit deteriorated slightly 
to U S$0.6 billion (0.8 percent ofGDP). By contrast, 
the trade balance with CMEA partners settled in 
transferable rubles improved by the equivalent of 
US$0.5 billion and the current account was in 
surplus for the first time since the early 1970s. 

The surge in money wages continued in 1 989, 
abetted by the very liberal indexation policy fol low
ing the social roundtable discussions in the spring 
of 1989 and a legally mandated increase of wages 
paid b y  the government-which had lagged in the 
past-relative to those pajd by socialized enter
prises. In the first seven months, real wages were 
up by 1 8  percent over the corresponding period of 
1 988, while prices were up on average by 85 percent. 
With tax revenues lagging and subsidies soaring-

8 1  
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particularly for food and coal-the state budget 
went deeply into deficit. I n  order to put a brake on 
the growth of subsidies and to carry out the decision 
taken during the roundtable discussions to "mar
ketize" agriculture, the government freed virtually 
all food prices on August J ,  1989. The monthly rate 
of inflation. which had averaged 8.5 percent through 
July, jumped to almost 40 percent in August and 34 
percent in September. There was, however, gen
erous compensation for the food price hikes and a 
continuing lack of wage discipline, and the rate of 
growth of real income increased in August. 

The accelerating wage-price spiral was accom
panjed by a downturn in industrial output and 
construction beginning in the second quarter of 
1 989. This end to the steady growth performance 
of the 1983-88 period was attributed to several 
factors, including a decline i n  material inputs im
ported from CMEA partners, a fall in coal output 
associated with the roundtable agreement to make 
Saturday work in the mines voluntary, declining 
stocks of inputs. and the growing liquidity problems 
of some enterprises. Investment activity flagged as 
the year wore on, and the growth in real consumption 
also slowed markedly from the very high levels of 
the first half of 1 989. Although the saving rate out 
of zloty money incomes was one third greater in 
the first nine months of 1989 than a year earlier, the 
real value of the population's holdings of zlotys fell 
by over 40 percent in the January-September period. 
With continued real depreciation of the parallel 
market exchange rate, the percentage of broad 
money balances held i n  foreign currency deposits 
rose to 80 percent at the end of September I 989. 
Nevertheless, the real value of household broad 
money declined by 1 3  percent i n  the first nine months 
of 1989. 

The new Solidarity-led coalition government that 
assumed office in mid-September set about to check 
any further destabilization of the economy and to 
lay the groundwork for a radical adjustment cum 
reform program for 1990. The wage indexation 
system was tightened by the introduction of an 
excess-wage tax that penalized wage awards in· 
excess of 80 percent of the contemporaneous in
crease in the cost of living. Budgetary spending was 
also tightened, virtually all food subsidies were 
eliminated on October I ,  1989. and tax payments 
accelerated, measures which prevented the state 
budget deficit from exceeding an estimated 6 percent 
of GDP for the year as a whole. Although interest 
rates continued to be significantly negative in real 
terms, credit expansion was severely limited i n  the 
latter months of the year. These actions to reduce 
the underlying rate of inflation were accompanied 
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by other measures to absorb excess demand, in
cluding large increases in various administered prices, 
further price liberalization, and depreciation of the 
official exchange rate at an accelerated pace. 

These policies resulted in a sharp decline in real 
wages during the final months of 1989, lowering the 
increase for the year as a whole to about 1 1  percent. 
The parallel market exchange rate appreciated sharply 
i n  real terms, and with an average monthly rate of 
inflation i n  excess of 30 percent in the last quarter, 
the real value of broad money is estimated to have 
fallen by more than 50 percent in this period. The 
deterioration i n  the convertible currency trade bal
ance was also arrested, although for the year as a 
whole the surplus fell to about US$250 million. The 
current account, affected as well by a larger deficit 
i n  nonfactor services, higher i nterest obligations, 
and lower transfers, deteriorated by US$1.25 billion 
to a deficit equivalent to about 2 .5  percent of GDP. 
The average annual rate of inflation accelerated to 
241 percent in  1989, while inflation within the year 
amounted to 640 percent. Industrial output declined 
by 3.4 percent for the year as a whole, while 
investment declined and consumption stagnated in 
real terms. 

Institutional Reform in the 1980s 

From 1982 to 1988 there was a substantial loos
ening of central controls over economic activity in  
Poland. Important reform initiatives involved a far
reaching restructuring of the central economic 
administration, including the elimination of most 
branch ministries and a reduced role for central 
planning, a significant reduction in the scope of 
central allocation of material inputs, and reforms of 
the foreign exchange system. The latter consisted 
of unification of the commercial and noncommercial 
exchange rates for convertible currency transac
tions, the introduction of partial retention accounts 
for exporters and the establishment of officially 
sanctioned auctions for foreign exchange. Much less 
progress was achieved in other areas, however, 
including price liberalization and the institutional 
changes required to establish financial ruscipline for 
enterprises at the microeconomic level as a basis 
for adequate macroeconomic control. 

I n  late 1988 and early 1 989, several further reforms 
were initiated, including passage of a new law on 
" Undertaking Economic Activity," which placed 
the private and public sectors on an equal footing 
and removed all hjring Jjmits on private enterprises. 
A two-tier banking system was established, and a 
new foreign exchange law was enacted that allowed 
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the establishment of independent exchange dealer
ships and relatively unrestricted foreign exchange 
transactions at freely determined rates between 
enterprises and between households. A new law on 
joint ventures with foreign participation abolished 
all limits on the ownership share of foreign investors 
and provided other inducements to attract foreign 
investment in Poland. 

The legal monopoly of state enterprises in pro
curement for food processing was eliminated at the 
beginning of 1 989. but the government that took 
office in September found that new legislative ini
tiatives were needed to break up monopolistic mar
ket structures in this sector as well as in  domestic 
trade. On August I ,  1 989, virtually all administrative 
limitations on retail food products were abolished
although guaranteed minimum procurement prices 
remained in force until the end of the year-and 
most administered prices for agricultural inputs were 
also eliminated. 

In late 1988, legislation was enacted that trans
formed the Planning Commission into a new Office 
of Central Planning, which was relieved of most of 
the operational responsibil it ies of the former agency. 
During the latter part of 1 989, in a major departure 
from the system of the previous 40 years, it was 
also decided not to prepare a Central Annual Plan 
for the following year. Ceilings on increases in so
called contract prices were abolished in December, 
and many other price controls were eliminated in 
January 1990. As a result, no more than 5 percent 
of output was to be subject to administered prices 
and the requirement of advance notification of price 
increases was to apply to no more than an additional 
5 percent of production. At the same time, formal 
central allocation of material inputs was abolished, 
and the preferential aspects of so-called government 
orders were eliminated. 

Stabilization Policies and Comprehensive 
Market-Oriented Reforms in the 1 990s 

The stabilization program introduced by the gov
ernment on January I ,  1 990 was designed above all 
to bring down the rate of inflation sharply and to 
eliminate shortages.4 The program consisted of five 
main elements. First, a restrictive tax-based incomes 
policy was introduced as the major nominal anchor 
of the anti-inflation program. For the early months 
of 1990, the increase in enterprises' nominal wage 
bills in  excess of a small fraction of the monthly 

• Fund support for Poland's program of stabilization and 
economic reform was provided through a stand-by arrangement 
approved in February 1990. 

Poland 

rate of inflation were to be taxed at highly progres
sive rates. Second, the foreign exchange market for 
most current transactions in convertible currencies 
was l iberalized and the exchange rate unjfied and 
depreciated by one third on January I .  1990; man
agement of this rate was intended to serve as a 
second nominal anchor against inflation. Third. 
various fiscal measures. including the virtual elim
ination of tax reliefs and significant subsidy reduc
tions, were to be taken to reduce the overall fiscal 
deficit to rough balance in 1 990. Fourth. credit policy 
was to continue to be tight, with the authorities 
undertaking to set the central bank's refinance rate 
at a level that would induce positive real rates of 
interest and a reversal of the process of currency 
substitution. Finally, price controls were further 
reduced so as to leave virtually 90 percent of prices 
free, while remaining administered prices-includ
ing those for coal, electricity, and public transport
were raised by up to several hundred percent. 

The authorities also began to lay the groundwork 
for further reforms to create the appropriate con
ditions for the transition to a market economy in 
Poland. Some of these reforms are to be imple
mented over a number of years. The new govern
ment has undertaken to develop a program for wide
ranging privatization of enterprises, but several 
complex issues remain to be resolved. One issue 
concerns the criteria for determining the scope and 
pace of privatization and the mechanisms-such as 
public offerings or auctions of assets-by which 
changes in ownership are to be effected. Far reaching 
privatization is likely to take years, however, and 
in the meantime there is the need to increase the 
autonomy of state enterprises, to establish a new 
set of incentives for their efficient operation, and to 
strengthen financial discipline. Legislation is to be 
amended to enable more expeditious initiation and 
completion of bankruptcy proceedings for enter
prises that lack viability in the emerging market
oriented environment. 

Although some anti-monopoly actions have al
ready been taken, vast segments of the Polish 
economy remain highly monopolized and act as a 
barrier to increased competition and industrial re
structuring. Draft legislation provides for a new 
independent Office of Demonopolization to break 
u p  existing monopolies and monopolistic associa
tions and to apply stringent sanctions for monopo
listic practices. Related to the programs for demon
opolization and privatization is the need to establish 
a regulated securities exchange and efficient capital 
markets more generally .  

Draft changes in the  labor code are intended to 
enhance labor mobility by making it easier for 
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enterprises to adjust the size and structure of their 
work force to changing conditions. A Labor Fund 
is being established to provide retraining and un
employment benefits, and the social safety net i s  
being expanded more generally. The housing short
age. however, will likely remain an impediment to 
expanded labor mobility for some time to come. 

The amended banking law enacted in December 
1 989 established the full independence of the Na
tional Bank of Poland (NBP) in respect of credit 
policy and formally charged the NBP with respon
sibility for stability of the currency. Beginning in 
199 1 ,  the NBP wi l l  no longer be required to submit 
to Parliament a quantified annual credit plan, but 
the elimination of bank-specific credit ceilings will 
need to be accompanied by the creation of new, 
indirect instruments of credit control and the de
velopment of an integrated money market. I t  is also 
necessary to increase the efficiency and speed of 
the operations of the commercial banks. Regulatory 
reforms that are envisioned include strengthening 
competition among the commercial banks, a process 
that can be fostered through simplifying the proce
dures for the establishment of new banks, including 
private banks and banks with foreign participation. 
Commercial bank accounting practices need to be 
improved, risk-based capital adequacy standards 
developed. and bank supervision upgraded. 

A comprehensive reform of the budget and tax 
system is anticipated for 1 99 1 -92. Reforms in this 
area would include the introduction of a uniform 
corporate income tax for all economic entities, 
replacement of some LOO differentiated turnover tax 
rates by a simplified value added tax. establishment 
of a broad-based personal income tax. elimination 
of a number of extra-budgetary funds. and an over
haul of the process of budgetary preparation and 
control. 

The authorities also consider that reform of the 
CMEA trading mechanism is a necessary comple
ment to reform efforts in Poland. As the shift i s  
made to settlements i n  convertible currencies and 
world market pricing. however. special attention 
will need to be given to assisting enterprises here-· 
tofore virtually solely dependent on exports to 
relatively undemanding CMEA markets to reorient 
their production toward the demand structure and 
standards of the world market. 

Romania 

Economic Developments up to J 990 

As in other Eastern European economies and the 
U.S.S.R.,  the postwar communist governments in 
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Romania pursued a policy of rapid industrialization 
under central planning. During the 1970s, the official 
statistics reported high annual growth rates aver
aging around 9.5 percent, with the portion of GNP 
devoted to gross fixed investment expenditure av
eraging around 35 percent. 

The Romanian economy was affected negatively 
by the oi l-price increases of 1 979-80. as by that time 
domestic oil resources had become inadequate to 
meet the country's needs. As a result ofthi� shortage. 
growth slowed substantially and the current account 
deficit with the convertible currency area widened 
further to $2.4 billion in 1 980. This was the largest of 
a series of deficits since 1 97 1 ,  which by 198 I brought 
the country's convert ible currency debt to $ 1 0 . 2  
bi l l ion. 

With foreign exchange reserves at low levels. a 
large portion of its debt borrowed on short term, 
and international creditors becoming wary of further 
exposure in Eastern Europe, the government rec
ognized the need for adjustment. An economic 
stabilization program was put into effect in 1 98 1 ,  
and from 1 982 onward the current account has been 
in surplus, largely reflecting an extensive compres
sion of imports from the convertible currency area.5 

U nder the stabilization program. Romania initially 
established a unified commercial exchange rate, 
adjusted domestic prices so as to reflect relative 
costs more closely, increased interest rates, and 
depreciated the leu. These measures were consid
ered important elements in a market-oriented reform 
that would lead to greater efficiency and a viable 
balance of payments situation in the medium and 
long term. After January 1 984. however, most of 
the reform measures were reversed. Little can be 
said with certainty about economic developments 
after 1 984. The availability of data on economic 
performance became increasingly sparse in the 1985-
89 period and official statistics on growth were 
generall y  believed to be significantly overstated: 
many of the official statistics for this period are now 
undergoing revision. During that period, Romania 
registered sizable current account surpluses which 
allowed the country's foreign debt to be retired but 
at the expense of declining domestic living standards 
and investment. 

By 1 983 Romania had reduced the number of 
exchange rates used for transactions to two. The 
more commonly used commercial rate (which was 
defined vis-a-vis a basket of currencies) had a value 
of lei 2 1 . 3  to the U . S. dollar in 1984. However, 

s Since joining the Fund in 1972, Romania has had three stand
by arrangements in support of adjustment programs pursued by 
the government. The last such arrangement ended in 1984. 
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during 1985-89 the leu appreciated and in November 
1989 it was quoted at lei 14.8 to the doUar. The new 
government that came to power i n  late December 
1989 unified the exchange rates and as of February I ,  
1 990 set the exchange rate at lei 2 1  to the dollar. 

Recent Developments and Economic 
Reform 

The disruptions associated with the downfall of 
the Ceausescu regime and the formation of a pro
visional government (pending elections tentatively 
scheduled for May 1990) also led to some disorgan
ization of production as spontaneous elections of 
new managers took place in most enterprises and 
the traditional planning and organizational structure 
was partially dismantled. At the same time, energy 
output was redirected toward consumption, with 
adverse effects on industrial production. Industrial 
output in the first two months of 1 990 was more 
than 20 percent below the level of the same period 
in 1 989. while labor productivity fell by about 25 
percent. 

In an effort to increase output of small-scale 
industry and the service sector. the new government 
has passed laws which enhance the role of private 
economic units in these areas. Since February 1 990. 
four types of private units have been permitted: 
( I )  small enterprises with a maximum of20 employ
ees; (2) production associations with a maximum of 
10 participants; (3) family associations; and (4) 
activities carried out by persons independently. The 
financial resources of these units can come from the 
units' own resources. from domestic banks, or from 
abroad. Those units having direct relations with 
foreign partners will be able to retain 50 percent of 
the foreign currency received from abroad. The 
provisional government has also taken initial steps 
toward abandoning the system of strict central 
planning. ln the first quarter of 1990, the state 
enterprises and cooperatives, which account for 
more than 90 percent of industrial output, were 
asked to specify their own production plans which 
were to be aggregated and to be considered as 
indicative rather than obligatory targets. During that 
period. however, the allocation of certain crucial 
inputs was kept under central control. Furthermore, 
administrative control over the pricing of industrial 
products was retained. 

With a view to enhancing incentives and output 
in agriculture. the government has recently taken a 
number of measures. Effective January 1 ,  1990, 
farmers in the private sector and agricultural co
operatives were permitted to charge market prices 
and to choose where to sell their products. State 

Czechoo;Jovakia 

farms continued to be required to sell to the state 
at officially set prices. These prices were raised 
recently,  with increases ranging from 40 percent to 
more than LOO percent. The new government also 
passed a law that permits agricultural cooperatives 
and state farms to distribute to individual members 
or employees up to 5.000 square meters of land. 
Finally, private sector farmers now have access to 
credit from the State Bank for Agriculture and Food 
Industry. 

ln early 1990, exports declined because of the fall 
in industrial output, a prohibition on food exports
so as to boost consumption levels on the long
depressed domestic market-and cutbacks i n  ex
ports of industrial consumer goods and energy 
products. A t  the same time. imports were allowed 
to increase with the intention of raising domestic 
consumption levels. alleviating the substantial pro
duction shortages, and initiating replacement of 
obsolete equipment. Romanian exports to both the 
convertible currency area and the socialist clearing 
area were down by about 40 percent in the first two 
months of 1 990 from the comparable period of 1 989. 
Imports from the convertible currency area were 
more than 25 percent higher. but imports from the 
socialist clearing area were 20 percent below their 
levels of a year earlier. 

In early 1990. the provisional government abro
gated certain laws that had hampered Romania's 
economic relations with the rest of the world in 
recent years. These included legislation prohibiting 
the acquisition of foreign credits and the extension 
of export credits. and which closely regulated the 
terms of imported goods and the conditions under 
which foreign firms in Romania operated. Further
more, small enterprises (regardless of ownership) 
are now permitted to engage in foreign trade whereas 
before only specialized state foreign trade enter
prises carried out foreign trade activities. For state 
enterprises engaged in foreign trade there are no 
longer detailed, obligatory plans. only indicative 
"global programs.'' The provisional government has 
also moved to reactivate relations with various 
international organizations and to normalize its eco
nomic relations with other countries. 

Czechoslovakia 

Recent Developments 

U ntil the early l 970s. the Czechoslovak authori
ties were generally able to achieve internal and 
external balance in an environment of secularly 
declining growth.  As industrial output was highly 
energy intensive, however. the first and second oil 
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price increases had a serious impact on economic 
activity. Lnitially, the impact was largely accom
modated through foreign borrowing, but by the early 
1980s mounting balance of payments problems forced 
a cutback in domestic absorption, resulting i n  a 
sharp recession in 1981-82. This, together with tight 
import restrictions. led to a significant reduction i n  
the trade deficit: indebtedness to developed coun
tries remains low by comparison with most other 
Eastern European countries. While a mild recovery 
followed in 1983-84, thereafter the trend of declining 
growth rates resumed. 

Against this background, the Czechoslovak au
thorities have attempted to maintain consumption 
growth during the 1 970s and 1980s. With only 
moderate increases in real wages, the country's 
repressed inflation is generally considered to be less 
pronounced than in some other Eastern European 
countries. This has, however, come at the cost of 
declining levels of investment, resulting in an in
creasingly obsolescent capital stock and severe 
environmental problems. 

According to official data, real net material prod
uct grew by an average 2.3 percent i n  1986-88. 
Domestic absorption, particularly consumption, in
creased more rapidly than output during the same 
period, resulting in a deterioration in the external 
trade balance. Finished investment in fixed capital 
fel l  significantly, although it was partly offset by 
increases in inventories and unfinished investments. 
The declining growth trend appears to have contin
ued in the first I I  months of 1 989 when industrial 
production rose by only J .7 percent.  Most consumer 
prices are set centrally and measured inflation av
eraged only 0.3 percent in 1 986-88. Abstracting 
from hidden inflation. real wages increased modestly 
over the same period. 

Just under two thirds of Czechoslovakia's external 
trade is conducted with socialist countries, of which 
the U .S.S.R. accounts for over one half, about 30 
percent is with industrial countries, and the remain
der with developing countries. Although Czechoslo
vakia exports machinery and equipment to socialist 
countries, it exports mainly fuels and raw materials 
to nonsocialist countries, reflecting the limited com
petitiveness of the Czechoslovak industry on world 
markets. Between 1 986 and 1988, the trade balance 
with socialist countries-in particular with the 
U .S.S.R.-improved markedly, partly because of a 
significant improvement i n  the terms of trade re
sulting from the decline i n  the price of imported oil. 

The trade balance with nonsocialist countries 
moved into deficit during the three years to 1988; 
this occun·ed despite an improvement in the terms 
of trade and reflected a sharp increase in imports 
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associated with domestic shortages of certain con
sumer goods and raw materials. The volume of 
exports fell sharply in 1987 and stagnated i n  1988, 
mainly because exports to developing countries 
were curtailed following a decision in early 1 987 by 
the Czechoslovak authorities to cut the financing 
facilities for the sale of equipment and arms. Exports 
to industrial countries. on the other hand. grew 
during this period. The trade balance improved 
substantially in 1 989 as a result of strong growth of 
exports and stagnating imports. Exports to nonso
cialist countries are estimated to have increased 
substantially i n  1 989, primarily because of improved 
export incentives i n  the form of foreign exchange 
retention quotas for exporters. 

Reflecting these developments, the balance of the 
convertible current account is estimated to have been 
in deficit since 1987, following several years of siz
able surpluses. Gross external debt in convertible 
currencies is estimated to have increased significantly 
during recent years, reaching more than $8 bi l l ion 
by the end of 1989. Gold and foreign exchange hold
ings of the banking system were on the order of 
$2.4 b i l lion at the end of 1989. Czechoslovakia also 
has sizable claims on developing countries, arising 
from trade credits, which are estimated to be on the 
order of $2-3 bi l l ion. Debt-service payments in con
vertible currencies are estimated to be a little over 
1 5  percent of exports of goods and services in such 
currencies. 

On January 1 ,  1989, a new commercial exchange 
rate for all trade with nonsocialist countries was 
introduced and set at Kcs 14 .3  to the U .S .  dollar. 
This represented a marked devaluation compared 
with the previous official rate of Kcs 5.35 to the 
U.S .  dollar although the effective devaluation was 
much less, given the complex system of subsidies 
in effect prior to this action. On January 8, 1 990-the 
new government devalued the commercial rate to 
Kcs 1 7  to the U . S .  dollar, unified the noncommercial 
rate with the commercial rate, and introduced a 
tourist rate of Kcs 38 to the U . S .  dollar. The tourist 
rate is applicable to foreign tourists after they have 
converted the equivalent of D M  30 a day at the 
commercial rate and to inward transfers. Further, 
to curtail the incentive to export to the U.S.S.R. ,  
the commercial rate against the ruble was increased 
by 1 0  percent, and the noncommercial ruble rate by 
20 percent. 

Recent Reforms and the New Government's 
Program 

In 1 987, the Central Committee adopted a reform 
program to be introduced in stages i n  advance of 
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the Ninth Five Year Plan ( 1991-95). While the 
program attempted to increase the role of the market 
in the economy, it was also stated that ''it i s  essential 
not only to preserve. but even to enhance, the role 
of the centre." Over the past two years. some of 
the measures envisaged in the program were adopted, 
but implementation has been generally weak. 

New regulations were put in place in 1988 which 
were intended to break up a number of large enter
prises into smaller firms that were to be granted 
more autonomy. At the same time, incentive pay 
and rewards for meeting final demand rather than 
plan targets were increasingly stressed. A modest 
i ncrease in the role of small-scale businesses-based 
more on cooperatives than on private initiative and 
ownership-was also permitted. This legislation was 
followed in June 1989 by a new planning law which 
abolished the traditional annual directive plans. 
Five-year plans were to be the key element in 
planning, thereby leaving to enterprises many de
tailed decisions previously contained in the annual 
plans. Subsequently, a series of laws taking effect 
from January 1 990 were i ntroduced with the inten
tion of increasing the self-financing of enterprises. 
With regard to price determination, a new law 
effective on January I ,  1 989 allowed wholesale 
prices to be determined as the price which would 
allow enterprises to earn, on average. a rate of 
return on their invested capital of 4.5 percent. Retail 
prices were not adjusted to take account of this 
change, necessitating i ncreased subsidies. 

The state monopoly of foreign trade has been 
gradually weakened. To encourage exports to the 
convertible currency area, enterprises were permit
ted in 1.989 to retain a certain share of their con
vertible export earnings and. as discussed above. 
there were a number of changes in exchange rate 
policy. On January l ,  1989, a new joint venture law 
went into effect which allowed foreign majority 
holdings in joint enterprises operating in Czechoslo
vakia. The new law permits repatriation of profits 
in convertible currencies, and joint venture enter
prises are exempt from the surrender requirement 
on their convertible currency earnings. 

Financial sector reform, including the introduc
tion of a two-tier banking system. began in early 
1990. The role of the State Bank has been limited 
to that of a central bank, while its former commercial 
activities have been taken over by two new com
mercial banks, which wil l  operate throughout Czech
oslovakia. The law provides for the possibility of 
establishing further new banks. includingjoint ven
ture banks. Al l  the new banks will be operated as 
self-financing enterprises. At the same time. the 
range of activities of the existing specialized banks 

Bulgaria 

(the two savings banks. the foreign trade bank, and 
the investment bank) has been expanded. The for
eign currency deposit rules for individuals were 
liberalized i n  1989 so that depositors no longer have 
to identify the sources of funds placed in these 
accounts. 

The new Government of Czechoslovakia, which 
took office in December 1989 in advance of elections 
scheduled for June 1990, has placed renewed em
phasis on economic reform. A substantial body of 
legislation is either before Parliament or under 
preparation that, inter alia. is intended to remove 
restrictions on private economic activity, provide 
for the creation of joint stock companies and the 
denationalization of existing state enterprises. It 
also aims at establishing procedures to be followed 
in cases of bankruptcy, and to break up, and limit 
the market power of. monopolies. This legislation 
is intended to provide a more competitive and 
flexible economy capable of rapid adjustment to the 
price reform and liberalizatiOn of wages that the 
authorities intend to take in due course. Stress has 
also been laid on the need for tight fiscal and 
monetary policies. and exchange rate policy is to 
be conducted with the eventual aim of full convert
ibility. Foreign capital is seen as having an important 
role in the restructuring of industry. although the 
present cautious debt policies are to be maintained. 

Bulgaria 

Recent Developments6 

According to official information, the growth of 
real net material product has been 5-6 percent over 
the 1986-88 period. and the plan for 1989 envisaged 
a growth rates of 6.5 percent. The high reported 
growth rates since 1985. and particularly the rapid 
growth of industrial production reported for 1 988. 
partly reflect investments in energy and high tech
nology sectors. Following a drought and poor har
vest i n  1987, agricultural production fell marginally 
in 1 988 because of continued unfavorable weather 
conditions. For 1 989, target rates of growth of 5.0 
and 8.9 percent were established for industry and 
agriculture, respectively. Neither, however. are be
lieved to have been met as net material product 

•· There are a number of concerns about the validity of 
presen11y available official statistics, especially as regards growth 
rates. which are generally believed to be inflated. Bulgaria 
recently applied for Fund membership. Staff discussions with 
the authorities concerning membership ( i ncluding a review of 
economic developments and statistics) had not yet taken place 
at the time this note was prepared . The note i:, accordingly 
based to a large extent on indirect sources. 
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(NMP) is estimated to have declined in real terms 
reflecting a combination of slow growth early in the 
year and significant declines in the last quatl.er 
associated with the political upheaval and the emi
gration of a large number of the Turkish minority. 

In nominal terms. retail sales are reported to have 
increased by 3 . 5-4 percent over the past few years. 
although there have been reports of widespread 
shortages of essential goods and services. reflecting 
in pat1. poor distribution facilities.7 Large increases 
in nominal investment have been recorded in recent 
years. reflecting the restructuring toward energy and 
high technology sectors of industry. 

Real wage increases have exceeded labor pro
ductivity growth in the past few years, and money 
incomes have significantly exceeded the availability 
of goods. leading to a sizable buildup of savings 
deposits with the banking system. Prices remain 
strictly controlled and only small increases have 
typically been permitted. although available infor
mation indicates that retail prices increased by 1 0  
percent in  1989. 

About three fourths of Bulgaria's foreign trade is 
carried out with other CMEA countries. with the 
U .S.S.R. accounting for about 60 percent of the 
total. Of rhe trade with nonsocialist countries, about 
two thirds is with the developed market economies 
and the remaining one third with the developing 
cot,.mtries, principally in the Middle East. After an 
extended period of sizable trade surpluses with non
CMEA countries, deficits have been recorded since 
1985, mainly because of significant increases in 
imports and stagnating or fal ling exports. while the 
terms of trade have improved recently. Trade with 
the CMEA, on the other hand, has tended to show 
increasing surpluses, mainly as a result of pressure 
on Bulgaria to reduce its debt to these countries, 
particularly the U . S.S.R. 

These developments resulted in a sharp increase 
in Bulgaria's hard currency debt. which is estimated 
to have t-isen from about US$2 billion in 1 984 to 
US$7.8 billion at the end of 1988. and to US$10.75 
billion by the end of 1989. Part of this borrowing 
has coincided with a sizable buildup of Bulgarian 
assets in developing countries. while some of the 
borrowing in 1988 was used to increase reserves. 
Bulgarian assets vis-a-vis BlS  banks. which fell 
dramatically between 1985 and 1987, were partly 
replenished during 1988, reaching US$1 .8 billion by 
end of year, but fell back sharply in 1989. With 

7 Information on domestic absorption is poor. The index of 
retail trade turnover serves as a proxy for private consumption. 
Lnvestment figures have for many years been published only in 
current prices and the interpretation of the figures is complicated 
by major residual items related to unfinished projects. 
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increasing debt-servicing difficulties. a moratorium 
on principal repayments was announced in late 
March 1990. Interest payments. however, were to 
continue being made. 

An official exchange rate for the Bulgarian leva 
is quoted together with a tourist rate, which since 
1987 has been double the official rate. Since April 
1988, the authorities have operated an auction sys
tem whereby limited amounts of convertible cur
rencies are sold to enterprises. The rates at the 
auctions have been well above the tourist rate. 
Depreciations of the official and tourist rates were 
announced in March 1990. 

Structural Reform 

Bulgaria has in place several pieces of legislation 
on economic reform intended to move the economic 
system toward greater market orientation. Some 
market principles were introduced under the New 
Economic Mechanism (NEM) in the late 1 970s and 
early 1980s. The main aim of these reforms was to 
reduce central control over ente•-prises by reducing 
the number of centrally planned targets and empha
sizing financial criteria. Enterprises were supposed 
to be self-supporting and their production closely 
linked to market demand. Little progress was made 
in implementing these measures until 1987, however, 
when the reform process was intensified and new 
' ' regulations on economic activity" came into force. 
These regulations were intended to stimulate com
petition by allowing enterprises to control a larger 
portion of their profits. Moreover, with the intro
duction in 1987 of a two-tier banking system that 
limited the role of the Bulgarian State Bank to that 
of a central bank. enterprises had to compete for 
investment capital from the commercial banks. 

The reform effort was taken a step further with 
the adoption in December 1988 of a new reform 
program. l t  established "the firm" as the main unit 
of economic management and allowed private ··cit
izens' firms" employing no more than 10 people. 
As of May 1989, citizens· fkms could be formed in 
the agricultural sector as well. The decree puts all 
firms on a profit and loss accounting basis. and firms 
may issue stocks for purchase by Bulgarian or 
foreign investors. Binding central plan targets were 
no longer issued to the production units. Finally. 
foreign trade was also liberalized. with every firm 
authorized, in principle, to conduct its own import 
and export transactions. 

Additional reforms of the banking system are 
scheduled for 1990. including an expansion of the 
number of commercial banks to 60 and an increase 



©International Monetary Fund. Not for Redistribution

in their role in investment and other economic 
decisions of enterprises. Also. from .January I ,  1 990, 
new economic incentives, including hard currency 
payments, have been i ntroduced for l ivestock and 
dairy farmers. 

l n  spite of the considerable amount of new leg
islation since the late 1970s, economic reforms have 
been implemented very slowly, and in its statement 
on the economy in late 1989 the new leadersh ip  
painted a bleak picture of the economic situation. 
Nearly half of production capacity is deemed to be 
obsolete and labor productivity is low. This has 
necessitated subsidies from the state budget of more 
than one quarter of expenditures. The gap between 
the cash income of the population and the available 
goods and services has widened markedly in recent 
years. and budget deficits have increased significantly . 

ln the assessment of the leadership, the efficiency 
and competitiveness of the Bulgarian economy have 
been eroded significantly over the last 20 years, 
mainly as a result of mistakes in the investment 
policy pursued during that period. To maintain 
growth. it is estimated that Bulgaria now has to 
import raw materials and spare parts on the order 
of $2.4-2.6 bil l ion a year. New reform initiatives are 
now under preparation, including l iberalization of 
prices. adjustment of interest rates, establishment of 
a social safety net. and privatization. 

German Democratic Republic 

The Economic Situation 

According to recent official statistics of the Ger
man Democratic Republic (G.D.R.), the average 
annual real growth of net material product from 
1980 to 1 988 was 4 percent; over this same period 
investment grew by 2 percent and real montnly gross 
wage incomes by 2314 percent. Prices were literally 
stable. the external accounts mostly in surplus. un
employment nonexistent. and the government ac
counts in balance (Table 21) .  

There are numerous indications of important struc
tural problems in the G.D.R. economy, and it seems 
likely that actual developments in recent years were 
much worse than officially reported. First, there has 
been a greater emphasis on central planning since the 
early 1970s that has made the economy more inflexible 
in terms of its capacity to adjust to new technologies 
and to changes i n  demand.8 Second, isolation from the 

� In 1981 .  centralization was increased furth<!r as industrial 
companies were reorganized into 132 conglomerates (Kombi
narel which received their instructions directly from the I I  
industry ministl'ies. 

German Democratic Republic 

world economy has deprived the G.D.R. economy of 
the benefits from international competition. Third. the 
concentration of investment in a few technology
intensive areas, such as microelectronics. has led to a 
deterioration of the capital stock in other areas. most 
notably in the consumer durables industry and the 
public sector.9 Fourth. the decision to increase reliance 
on lignite coal for energy production was not accom
panied by measures to improve efficiency in the use 
of energy and has contributed to severe air pollution. 
Fifth. the labor market has been highly regulated. the 
wage structure distorted. and sectoral and regional 
labor mobility low. Finally. the rising gap in living 
standards between the G.D.R. and the Federal Re
public of Germany (F.R.G.), as well as the lack of 
reforms, has contributed to declining morale of the 
work force. Labor productivity and net wages (eval
uated at parity) in the G.D.R. are currently about half 
of those in the Federal Republic. Although the supply 
of basic consumer goods is satisfactory and housing 
cheap, IO the supply of consumer durables is very 
limited. 

The official price statistics may also be misleading. 
This is because the basket used to compute the 
consumer pJ-ice index includes many low-priced goods 
that are out of use, and companies often raise prices 
by declaring minor product alterations as quality im
provements (which do not enter the inflation calcula
tions). In fact, there is considerable evidence of sup
pressed inflation. The price structure is also distorted, 
with very low prices for basic consumer goods and 
very high prices for "luxury" goods. Government 
subsidies to maintain low prices for basic consumer 
goods amounted to about M 50 billion, equivalent to 
18.5 percent ofNMP in 1988. Given the differences in 
relative prices, comparisons of purchasing power of 
the mark and the F.R.G. 's deutsche mark heavily 
depend on which goods are included in the basket. 
The more the basket is tilted toward basic products, 
the more favorable is the purchasing power of the 
mark compared with that of the deutsche mark. 1 t  Until 
recently. the official exchange rate for tourists was 
parity, while for external trade. it was estimated at 

'' For example. in the automotive sector machines often date 
from the pre-World War I I  period. the infrastructure and the 
transport systems have deteriorated. and the telecommunica
tions system is outdated. Overall, the capital-output ratio. 
according to official data. has exceeded 4.5. a value much higher 
than in the F. R.G. or olher western industrial countries. 

10 Although rents have been kept low. the housing stock is 
old and deteriorating: more than three quarters of the population 
live i n  apat1ments built before 1945. and about half of those 
apartments were built before 1914. 

11  Thus. computed purchasing power pru·ities range from M I 
: OM 1.45 for a two-person pensioner household with a G.O.R. 
consumption pattern. to M I : D M  0.89 for a four-person wage
earner household with a West German consumption pattern. 
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Table 2 1 .  Federal Republic of Germany and German Democratic Republic: Selected Economic and Social 
Indicators in 1 988 

German Federal 
Democratic Republic 

Indicator Unit Republic of Germany 
Area and population 

Area 1 .000 sq. km. lOX 249 

Population millions 16.7 6 1 . 7  

Of working age ( 15-65 years) millions 1 1 .2 42.81 
Pensioners (65 years and over) millions 2.2 9.41 

in percent of population 13.2 15.2' 

Employment . pril.:es. and productivity 
Total employed millions 8.6 27.3 

in percent of population 5 1 .6 44.4 
Female employment in percent of population 48.9 39.31 
Employment by sector� 

Agricuhure and forestry in percent of total 10.8 4.7 
Manufacturing. mining. and 

construction in percent of total 47.1 40.5 
Unemployment percent of labor force 7.7 

Productivity in manufacturing. 
mining. and conMruction FRG = 100 percent 30 100 

Consumer price inflation 1 . 3  

Hou�ehold income. consumption. 
and saving� 
Nationul income/GNP billions M/DM 268.4 2 . 1 2 1 . 7  
Private disposable income 

of households billions M/DM 162.6 1 .323.3 
Hou�ehold savings billions M/DM 1 1 .5 166.5 

in percent of income 7 . 1  12.6 
Consumption billions M/OM 1 5 1 . 1  1 . 1 56.8 

Per head M/DM 9.061 18,744 

Average monthly gro�� 
earnings in industry M/DM 1.290 3.876 

Hou�eholds with: 
Automobiles in percent of total 52 97 

Color TV in percent of total 52 94 
Telephone in percent of total 7 98 

Sources: Swristisches Jnhrhuch tier Bundesrepul>lik Deutschland. !989: Sratisrisches Jahrbuch der DDR. /989: Hnmle/sblafl. Decem
ber 1 2  and 20. 1989: und Fund staff estimates. 

' Estimated. 

M 4.4 per OM . 1 �  As oft he beginning of 1990, the tourist 
rate was devalued to M 3 per DM. Secondary market 
rates fluctuated between M 10.40 and M 13.50 perDM 
before the opening of the borders, and fell to M 20 
per DM shortly thereafter. More recently, the secon
dary market rate has appreciated considerably. 

Contrary to official statistics, the general government · 
budget seems to have been in sizable deficit for a 
number of years. This was confirmed by the Finance 
Minister in mid-November 1989. Since capital markets 
do not exist in the G.D.R., the bulk of public debt has 
probably been created through central bank financing 
of central government deficits, housing construction, 
and enterprise operations. At the end of 1989, gross 

'1 The East German mark is only valid for dome�tic transac
tions and cannot legally be exported or imported. External trade 
is valued in valuta mark at various conversion rates to the mark 
which have not been made public. 
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external debt in convertible currencies was reported 
to be about $20 billion; extern<� I assets i n  convertible 
currencies amounted to about $9 billion. Net external 
indebtedness in convertible currencies. at a little more 
than 7 percent of net material product, appears to be 
moderate by comparison with the external debt of 
other Eastern European countries. 

The relatively favorable external debt situation of 
the G.D.R. reflects moderate external surpluses through 
most of the early to mid-1980s. In more recent years. 
the external accounts have been in deficit, perhaps 
reflecting the considerable competitive pressure facing 
G.D.R. exports to third markets from the newly 
industrialized Asian economies. 

Need for Reform 

The prime objective of future economic policy i n  
the G.D.R. ,  a s  well a s  in the F.R.G . ,  i s  t o  narrow 
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the gap in living standards between the two coun
tries. This is needed to help stem the continuing 
tlow of emigration. which totaled 344.000 in 1989-
177.000 in November and December after the open
ing of the border-and has been considerable in 
1990. 13 Emigration of this order of magnitude is 
unsustainable for the G.D.R. economy, which has 
a labor force of less than 8 V2 million. and its reduction 
is also important for the F.R.G. whose capacity to 
absorb immigrants has become strained. 

Experience with partial reform in other centrally 
planned economies suggests that comprehensive eco
nomic reform is needed to achieve an improvement in 
productivity and living standards. Comprehensive eco
nomic reform would make the G.D.R. an attractive 
location for direct investment, particularly from the 
F.R.G .. which is essential for the modernization and 
expansion of the capital stock. l n  addition, economic, 
monetary. and social union with the F.R.G. will 
eliminate exchange risks and facilitate private capital 
tlows into the G.D.R., thereby promoting investment 
and growth. 

The Union of Soviet Socialist Republics 

Recent Developments 

Soviet economic growth slowed significantly from 
annual GNP growth rates of 5 percent i n  the late 
1960s to less than 2 percent in the early 1 980s. The 
slowdown primarily reflected the exhaustion of re
serves as fuels and raw materials had to be extracted 
under increasingly difficult conditions. smaller in
creases in labor force participation rates as they 
neared a demographic maximum. and the comple
tion of postwar reconstruction. With large capital 
stocks already accumulated in industry and basic 
industrial skills in place, the failure to introduce 
advanced technology. conservation, and improved 
management and labor incentives resulted in a sharp 
slowdown in productivity growth. Total factor pro
ductivity is  estimated to have declined from 1975 
to 1985. 

As the world's largest oil and natural gas producer, 
the Soviet Union reaped windfall gains from the oil 
price increases in the 1970s. But the long-term 
benefits were mixed, insofar as the windfall en
couraged costly investments in energy production 
at the expense of industrial modernization. The drop 

u A reduction in the special social benefits presently granted 
new arrivals in the Federal Republic may also reduce incentives 
for migration. 
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in energy prices in the 1 980s laid bare the structural 
weaknesses. 

By the mid-l980s. the Soviet authorities realized 
the need for a new growth strategy. The post- 1985 
leadership initially emphasized investment in new 
machinery, stricter labor and managerial discipline. 
and quality control. GNP growth was estimated at 
4 percent i n  1 986, but fel l  back again to around I 
percent in 1 987. Dissatisfaction with these results 
prompted a turn toward economic reform. An in
creasingly open debate ensued with economic re
form quickly overshadowing the investment and 
discipline campaigns. 

Thus far, however, actual progress toward reform 
has been uneven. Steps taken to promote private 
enterprise and cooperatives and the autonomy pro
vided to state enterprises have been vitiated by 
other restrictions or were subsequently reversed. 
Meanwhile, weakened financial policies resulted i n  
increasingly open inflation. Living standards contin
ued to stagnate, queues grew longer, and investment 
plans were unfulfilled. 

In 1 989 growth continued at a sJow pace, with 
net material product (NMP), as reported by the 
authorities, increasing by 2.4 percent in 1989, a 
marked decline from the 4.4 percent increase in 
1988. Taking unrecorded inflation into account, real 
GDP probably declined. Coal strikes in the early 
summer. ethnic strife in the Caucasus, and severe 
bottlenecks in rail transport contributed to the poor 
performance. The possibility of recovery in the last 
quarter of 1 989 was dashed by further strikes, by 
Azeri blockades of Armenia-which not only crip
pled the Armenian economy but also tied up tens 
of thousands of railroad cars needed for transport 
further north-and by echoing supply disruptions 
from the summer. 14 Rail tonnage declined 2 percent 
over 1989, and severe bottlenecks persisted into 
1 990. Backlogs of i mported goods were reported to 
be piled u p  at Soviet-East European borders. 

Construction backlogs also continue to accumu
late. The plan had called for a 13 percent increase 
in finished construction projects in the first three 
quarters of 1989 compared with the first three 
quarters of 1 988. Instead, finished construction de
clined. Compared with 1 988. agricultural output rose 
by l percent i n  1 989. after two years of disappointing 
growth. Aggregate energy output fell slightly. Even 
the modest increase in natural gas production was 
disappointing compared with a 6 . 1  percent average 
growth rate for the 1981-88 period. 

With fuel exports stagnant and imports of con-

1• The rail system operate� at close to CHP<ICity. so delay� 
cannot easily be rectified by extra loads at a later time. 

9 1  
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sumer goods rising. the Soviet trade balance with 
nonsocial ist countries is estimated to have deterio
rated to a deficit of$ 1 . 3  billion in 1989 from a surplus 
of $4.2 bill ion in 1988. Although gross Soviet hard 
currency debt is estimated to be about 34 bi l l ion 
rubles ($57 bil l ion), this is offset to some extent by 
substantial assets such as gold holdings and deposits 
in BlS banks. 

Recent output growth has been highest in the 
cooperative sector. which includes small-scale fam
ily enterprises. From a negligible base two years 
ago, cooperatives now employ about 3 percent of 
the work force. But the development of the coop
erative sector is hampered by price controls. exclu
sion from potentially lucrative activities like printing 
and medical care, and uncertain legal protection. 

Despite retail price inflation on official markets 
of 3-5 percent, shortages are becoming increasingly 
severe. as evidenced both by the expanding cate
gories of deficit goods (e.g., soap and laundry 
detergent) and by the widening gap between official 
and black market retail prices. The black market 
rate for the dollar, a crude indicator of shortages, 
has more than doubled over the past three years to 
a level of 12-15 rubles per U.S .  dollar compared to 
the official commercial and noncommercial rates of, 
respectively, 0.64 and 6.26 rubles per dollar. 

Shortages have worsened because the authorities 
tried to maintain price controls in the face of a loose 
fiscal policy and greater autonomy for state enter
prises. With little fear of bankruptcy and little 
positive incentive for investment. enterprises con
verted a portion of profits, and even some funds 
intended for capital repair and inventory replace
ment, into higher wages and bonuses. Despite a 
reduction in industrial employment, the nationaJ 
wage fund, which had grown by 3.4 percent in 1 987, 
rose 6 percent in 1988 and 9 percent in 1 989; total 
income was 12.9 percent higher in 1 989 than in 1988. 
The erosion of fisca1 discipline over the last four 
years is reflected in the increase i n  the budget deficit 
from an estimated 2-3 percent of GDP to almost 1 0  
percent o f  GDP. Virtually t h e  entire deficit i s  fi
nanced by expansion of reserve money. 

The main single contributor to the budget deficit 
is agricultural subsidies, chiefly for milk and meat, 
which have grown to 95 billion rubles, about 20 
percent of total government expenditure. Other 
contributing factors have been reduced revenues 
related to the anti-alcohol campaign, the decline i n  
world prices for Soviet oil exports, and the cleanup 
bills from Chernobyl and from the Armenian earth
quake. Moreover, in 1985-87 the authorities launched 
an ambitious industrial modernization program, in
creased housing construction, restricted tariff-

92 

generating consumer goods imports. and effected 
only modest changes in military spending. 

Economic Policy and Reform 

The main priority announced earlier by the au
thorities for 1990 is macroeconomic stabilization. 
including a reduction of inflation and inflationary 
pressures. Under new regulations, wage bill in
creases up to 3 percent will not be taxed, increases 
of 3-5 percent will be taxed at a marginal rate of 
100 percent, and increases over 5 percent will be 
taxed at a marginal rate of 200 percent. Despite 
these taxes. Soviet officials expect money income 
to rise by 9 percent in 1 990. The 1 990 fisca1 deficit 
is to be cut from 92 billion to 60 billion rubles. This 
improvement is to be achieved through increased 
revenues and a small decline in expenditures. Cuts 
in defense and investment outlays would be largely 
offset by higher food subsidies and higher spending 
for social programs and for research and development. 

An emergency program announced in December 
1989 aimed to redirect resources from producer to 
consumer goods production, recentralize state pro
curement, cut back new construction, and sell more 
capital assets to the population. Production of con
sumer goods was slated to rise 7.6 percent. while 
that of producer goods would rise onJy 0.8 percent, 
for a total industrial growth of 2.6 percent. Man
datory state procurement orders would cover vir
tually a11 consumer goods and their inputs. 

Self-financed construction projects of more than 
two years' duration have been banned. while a 25-
30 percent tax wil l  be levied on projects of shorter 
duration, unless the enterprise produces consumer 
goods. Interest rates on State Bank loans to enter
prises were to be raised to 6-8 percent on short
teim loans and 7-9 percent on long-term loans. 
Houses and enterprise shares (which are more like 
corporate bonds) would be sold on a wider scale, 
no-interest bonds redeemable in specific durable 
goods would be issued, and interest rates on savings 
deposits raised. Although price reform was officially 
postponed, the government announced plans to 
establish "a network of commercial shops and 
auctions" to sell imported and Soviet luxury goods 
at market-clearing prices. 

Price reform was to start with wholesale prices 
in 1 99 1 .  including agricultural procurement prices 
that were previously scheduled to be raised in 1990, 
and extend to retail prices in 1992. A uniform 
enterprise taxation system was to be introduced in 
199 1 .  To improve the hard currency trade balance, 
imports of goods that can be produced domestical1y 
were to be cut in half over the next few years and 
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machinery exports encouraged. Industrial programs 
were to emphasize advanced machinery, conser
vation, and conversion from military to civilian 
production. The budget deficit was planned to de
cline to 2-2.5 percent of GNP by 1993. It was also 
intended to lease state enterprises to workers and 
to widen the scope and improve the legal protection 
of non-state ownership. The restructuring of prop
erty rights was intended to provide a firm foundation 
for reform. 

The outlook for this stabilization-cum-reform pro
gram was uncertain from the outset, for several 
reasons. FirsL fulfillment of the real sales targets 
appeared unlikely because the existing capital struc
ture is heavily weighted toward producer goods and 
because the Soviet supply system is rigid. Second. 
forecasts of a 9 percent rise in money income in the 
face of high excess wage taxes suggest that enter
prise financial discipline remains weak. Monetary 
financing of the planned budget deficit. equivalent 
to 6 percent of GOP would i ncrease inflationary 
pressures and exacerbate shortages. Third. the re
newed emphasis on mandatory state orders i s  at 
odds with the weakening of the lines of command. 
Finally, to restore a rough balance between supply 

The Union of Soviet Sociali�l Republic 

and demand. large price hikes seem unavoidable, 
yet price reform was postponed. Price reform, 
however. would have to be supported by appropri
ately tight financial policies if new wage demands 
and strikes arc not to convert an intended one-shot 
price increase into an inflationary spiral. 

1 ndications have recently emerged that the Soviet 
authorities are considering a substantial modification 
of the refom1 plans announced earlier. involving a 
significant acceleration of reforms in various areas. 
Adoption of a new reform program could also result 
in changes in the stance of policies aimed at mac
roeconomic stabilization. 

The reform-stabilization program wil l  likely have 
an important effect on CMEA trade, as the Soviets 
curb their imports of Eastern European machinery 
and marshal their dwindling fuel surpluses for hard 
currency export. Cutbacks in energy sector invest
ments could immediately reduce fuel production and 
exports through slower repair of oil pumps and gas 
lines and delayed activation of new capacity. The 
impact of such changes on Eastern Europe could 
be harsh, although in the longer run it should 
facilitate the transformation to a hard currency basis 
of foreign trade. 
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World Oil Situation: 
Recent Developments and Prospects 

Introduction 

The volatility of oil prices during the past four 
years ha!. tended to obscure the l>Ubstantial changes 
in the world oil supply and demand situation that 
have taken place in the period. These have involved 
a sustained recovery in oil consumption and a sharp 
slowdown in the growth of non-OPEC supplies 
which, in combination. contributed to a rise in net 
exports of about 40 percent from 1 985 to 1989 from 
the major oil exporting countries, or the members 
of OPEC (Table 22). 1 A major reason for these 
changes was the sharply reduced oil price level since 
1986. which has provided a stimulus to oil con
l>Umption and had an adverse impact on exploration 
efforts as well as the development of productive 
capacity. The marked slowing of the growth i n  non
OPEC production was also a reflection of longer
term trends in crude oil reserve!. and. more recently. 
the result of supply interruptions in some areas. 

The world oil market firmed considerably in 1989. 
reflecting mainly a continuing rise in oil consumption 
and a decline in non-OPEC supplies. The annual 
average spot market price increased by 2 1 1/� percent 
to about $17.20 a barrel. reversing most of the decline 
that occurred in 1988 (see Chart 10 in Chapter 1 in the 
main text).� Oil market conditions are expected to be 
less buoyant in 1990. In the absence of any new supply 
interruptions, total non-OPEC l>Upplies are estimated 
to recover and the growth in world oil consumption is 
projected to slow marginally. As a result. the rise in 
world demand for OPEC oil is likely to be considerably 
smaller this year than in 1989. Over the medium to 
longer term. the oil market is expected to firm gradually 

1 The aggregate net oil balance for the members of OPEC b 
virtually aden tical to that of the 1 2  maJor oil exporting developing 
countrie<. ... hown in Table 22. 

z The average l>pot market price of Brent. Dubai. and Alaskan 
North Slope. representing tight. medllam. and heavier crude oil� 
in three different regions. 
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in response mainly to development!. on the supply 
�ide. While oil pricel> may remain volatile for some 
time. the annual average price is assumed to be $ 1 7.65 
a barrel in 1990 and to remain constant in real terms 
in the period 1991-95, as indicated in Chapter I.'  

Recent Developments in Demand and Supply 

Oil Consumption 

World oil consumption peaked in 1979 at 641/2 
million barrels a day (mbd) and declined in the following 
six years by 8Y2 percent to 59 mbd in 1985 (Table 22). 
There was a particularly pronounced fall ( 17\1; percent) 
in consumption of the indw,trial world which was 
offset partly by a substantial rise in the use of oil in 
the net oil exporting developing countries: consump
tion in the net oil importing developing countrie!> 
declined moderately from 1 979 to 1985. The 1986-89 
period. by contrast. witnessed a recovery in total 
consumption of about 10 percent with the result that 
the usc of oil reached a new peak in 1 989. While 
con!.umption in the industrial countries rose by about 
9 percent. total demand for oil in  the developing 
countries showed a considerably larger increase (about 
1 8  percent) in the period. Consumption in "other 
countries" (mainly the U.S.S.R.) i� estimated to have 
remained !>tagnant during the pa!.t four years. 

Although oil demand in individual countries and 
regions has been affected by a variety of factors. there 
can be little doubt that a major reason for the trend 
reversal since 1986 ha-. been the large downward 
adju�tment of the price of oil. The relationship between 
international oil prices and final conc;umption of oil i'>. 

' In nominal (U.S. dollar) term,. the average �pot market 
price would increa�e by '2.7 percen1 tn 1990. by 3.5 pcrcenl tn 
1 99 1 .  und by 4 percent a yeur thereafter. 
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Table 22. World Oil Balances, 1973-89' 

On millions of bancls per day) 
1973 1979 

Industrial countries 
Production� 13.8 14.7 
Consumption} 40.0 41 .2  
Adjustments• -0.3 - 0 . 1  
Net imports 25 .9 26.4 

Net oil importers (23.8) (25.7) 
Net oil exporters' (2.1)  ((). 7) 

Developing countries 
Major oil exporters" 

Production' 3 1 . 1  3 1 .5  
Consumption' 1 .0 2.3 
Adjustments• 0.5 0.7 
Net exports 29.6 28.5 

Other net oil exporters' 
Production� 3.0 5.9 
Consumption' 2.3 3.7 
Adjustments• 0.1  0.1 
Net exports 0.6 2.1  

Net oil importers 
Production' 1 . 4  1 . 4  
Consumption3 5.5 7.3 
Adjustments• 0 . 1  0.1 
Net import� 4.2 6.0 

Other countries• 
Production' 9.0 12.2 
Consumption' 7.7 10.0 
Adjustments• 
Net exports 1 .3 2.2 

Net oil exporter (2.4) (3.5) 
Net oil importers ( - 1 . 1 )  ( - 1 . 3) 

Memorandum items: 
Total consumption 56.5 64.5 

(Change in percent) 
Total production 58.3 65.7 

(Change in percent) 
Aggregate oil trade balance 1.4 0.4 

Asymmetry anributable to: 
Estimated transit lag (-) 
Other9 (0.4) 

1985 

16.9 
34.0 

- 1 .3 
15.8 

( 17.7) 
( - 1.9) 

17.3 
3.5 
0 . 1  

13.7 

8.5 
4.4 
0 . 1  
4.0 

2.2 
6.9 

-0.1  
4.6 

12.4 
10.2 

2.2 
(3.4) 

( - 1 .2) 

59.0 
( - 0.6) 

57.3 
( - 0.7) 

-0.5 

(0.1)  
(-0.6) 
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1986 1987 

16.7 16.7 
35.0 35.6 

-0.8 - 1 . 1  
17.5 17.8 

( 19.4) ( 19.8) 
( - 1 .9) ( - 2.0) 

19.8 19.5 
3.5 3.7 
0.4 0.3 

15.9 15.5 

8.6 8.8 
4.6 4.9 
0.2 
3.8 3.9 

2.2 2.2 
7.2 7.6 
0.1 
5. 1 5.4 

12.9 13.2 
10.3 10.2 

2.6 3.0 
(3.8) (4.2) 

( - 1 .2) ( - 1.2) 

60.6 62.0 
(2.7) (2.3) 

60.2 60.4 
(5.0) (0.3) 

-0.3 -0.8 

(-) ( - 0 . 1 )  
( - 0.3) ( - 0.7) 

1988 

16.5 
36.7 

- 1 .3 
18.9 

(20.8) 
( - 1.9) 

21 .6 
3.8 
0. 5 

17.3 

9.0 
5 . 1  
0. 1  
3.8 

2.3 
8.0 
0 . 1  
5.8 

13.3 
10.2 

3 . 1  
(4.3) 

( - 1 .2) 

63.7 
(2.7) 

62.7 
(3.8) 

-0.5 

(0.2) 
( - 0.7) 

1989 

15.9 
37.1 

- 1.0 
20.2 

(21 .9) 
( - 1.7) 

23.6 
3.9 
0.5 

19.2 

9.2 
5.2 
0. 1 
3.9 

2.4 
8.4 
0.1 
6.1 

13.0 
10.2 

-0.1  
2.9 

(4.1) 
( - 1.2) 

64.8 
( 1 .7) 

64.1 
(2.2) 

- 0.3 

(0.1) 
( -0.4) 

' For classification of countries in groups shown here, see the Introduction to the Statistical Appendix and footnotes 5-8 below. 
' Includes crude oil production and output of condensates and natural gas liquids (wherever data are available). 
J Data for industrial countries include use of oil in refineries and bunker fuel. Data for several 01her countries are derived from stali�tics 

on production and trade in oil. and group totals should be regarded as orders of magnitude only. 
' Includes changes in inventories, processing gains ( in industrial countries), bunker sales (in some cases). and Matistical discrepancie�. 
' Canada, Norway, and the United Kingdom. 
• The 1 2  countries classified as "oil exporting countries" according. to former analytical criteria. i.e .. Algeria, Indonesia, Islamic Republic 

of Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Nigeria, Oman, Qatar. Saudi Arabia, United Arab Emirates, and Venezuela. The aggregate 
data for these countries shown here are virtually identical with those of lhe members of the Organization of Petroleum Exporting Countries 
(OPEC). 

, Bahrain, Bolivia. Cameroon. Colombia, China. Congo. Ecuador. Egypt, Gabon. Malaysia, Mexico, Peru, Syria. Trinidad and Tobago. 
and Tunisia. 

8 Includes the U.S.S.R . •  nonmember countries in Eastern Europe, Democratic People'!> Republic of Korea, Cuba, Angola. and Brunei. 
0 In addition to statistical discrepancies. reflects changes in stocks afloat (not included in normal transit lag). inclusion of bunkers in export 

data for some countries. and transit losses. 
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however. affected by two main factors stemming from 
the particular characteristics of oil and its pricing in 
major consumer markets. One factor is the relatively 
low short-term price elasticity of demand for oil which 
mean. , inter alia. that changes in oil prices affect 
consumption with considerable lags.4 The second fac
tor is the strong wedge between international oil prices 
and end-user prices that is imposed by the high levels 
of taxation on petroleum products in many countries.5 

As shown in Table 23, from 1978 to 1981 real end
user prices for oil products in the OECD area increased 
much less than the real price of oil in international 
trade. During the 1982-85 period of moderately falling 
world market prices, end-user prices fell by about the 
same extent, reflecting partly the more rapid pass
through of international oil price changes in this period. 
In contrast. during the past four years real end-user 
prices declined by a much smaller extent than the 
world market price, in part because some importing 
countries acted to reduce the pass-through effect by 
raising taxes on petroleum products. During the whole 
period from 1978 to 1989 real end-user prices for oil 
products declined by about 3 V2 percent, whereas the 
international price of oil in real terms fel l  by 13 percent. 
Price movements of non-oil energy products have 
followed the oil price changes, although with varying 
lags. The closer correlation between changes i n  end
user prices for oil and other energy products during 
the past four years, imlicated in Table 23, reflected in 
part the increased inter-fuels competition in this period.6 

Despite the moderate decline in real end-user prices 
and the increase in real GNP of more than 30 percent 
during the past decade. tota.l oil consumption in the 
industrial countries was in 1989 some I 0 percent below 
the level ten years earlier. This can be attributed in 
large measure to the effects of official policies aimed 
at promoting energy conservation and encouraging the 
use of non-oil forms of energy. Such policies were 
implemented mainly in the second half of the 1970s 
and the early 1980s and were supplemented by vol
untary measures. Although there has been some slack
ening of conservation efforts during the more recent 
period of declining energy prices, previous measures 
have remained largely intact and have continued to
affect oil consumption throughout the 1980s. In the 
1986-89 period, the average annual rate of growth in 

• This i� explained mainly by the lack of readily available 
substitutes for oil in some uses. e.g .. as a transportation fuel. 
and the long time periods required to replace the existing capital 
stock. 

' In the case of motor gasoline. for instance. the tax element 
exceed<; 70 percent oft he final consumer price in some European 
countries. 

• It may be noted that non-oil energy products (which are 
mainly of domestic origin) are generally taxed to a much lesser 
extent than oil products and are. in some cases. subsidized. 
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Table 23. Constant Oil and Energy Prices, 
1979-89 
(Cumulative percentage changes) 

1979-8 1 1982-85 1986-89 1979-89 

OECD end-user price� 
Energy producb' 34 - 4'/� - 24 - .:\  
Oil products' 531/1 - 121/� -28 - 3'h 

World oil price1 1091/� - 12V� - 52V2 - 1 3  

Memorandum 
OECD oil consumption - 12V1 - 6  9 - 10 
Nominal world oil price1 162 -22 -37'/z 28 

Sources: Energy Price.\ and Ttu·es. various is�ue\ { International 
Energy Agency. Organization for Economic Cooperation and De
velopment {OECD), Paris): national authoritie'>; and Fund stalf 
estimates. 

1 Nominal end-user prices {including taxes) denated by producer 
prices for industry sectors and by consumer prices for household 
sectors. 

z The nominal world oil price is the average oil export price of 
the twelve major oil exporting countries in U.S. dollars per barrel. 
The constant world oil price is that price denated by the estimated 
import prices of the major oil exporters {also in U.S. dollar terms). 
This definition provides an approximate measure of the constant 
price of oil in international trade. However, it is not Sllictly 
comparable to the OECD constant end·u>er prices shown above 
because of the different deflators. 

oil consumption of the industrial countries was about 
three fifths of the corresponding real GNP growth. 

As noted earlier, the rise in oil consumption of the 
developing countries was considerably faster than in 
the industrial countrie from 1985 to 1989 and was 
also more rapid than overall economic growth of 
developing countries during the period. The relative 
strength of oil demand in the developing world reflected 
a number of factors, including increasing urbanization 
and higher demand for transportation fuels. compar
atively low domestic prices in some cases (particularly 
in oil exporting countries), limited substitution possi
bilities because of the high capital requirements for 
investments in alternative sources of energy. and 
increasing industrialization in several countries. The 
increase in oil consumption of the developing countries 
was, however. unevenly distributed with a large por
tion accounted for by the rapidly growing economies 
in Southeast Asia. While total consumption in the net 
oil importing countries rose by about 22 percent during 
the 1986-89 period. the use of oil in the major oil 
exporting countries grew at a considerably slower pace 
than in the first half of the 1980s as economic activity 
in these countries was affected by the reduced level 
of oil incomes. 

The growth i n  world oil consumption is estimated 
to have slowed from an average of about 2V2 percent 
a year during 1986-88 to about I Y2-2 percent in 1989, 
in response partly to the reduced rate of economic 
expansion. The slowdown was particularly pronounced 
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in the industrial countries. where oil consumption rose 
at less than half the rate experienced in 1988. Among 
the major consuming areas, consumption increased 
only marginally in North America but continued to 
increase considerably in the Pacific region.7 In the 
developing countries. the growth in oil consumption 
is estimated to have slowed only moderately in 1989 
despite the lower rate of economic growth of these 
countries. 

Non-OPEC Production 

During the 1 2  years from 1 973 to 1985, total crude 
oil production from sources other than the members 
of OPEC increased by almost one half, or by an 
annual average of more than 1 mbd. To a consid
erable extent, this increase resulted from stepped
up drilling and development activities spurred by 
the large oil price increases i n  1 973-74 and in 1979-
8 1 .  During the past four years. however. total non
OPEC supplies rose by only about I percent, or by 
an annual average of about 0. 1 mbd. This sharp 
slowdown reflected partly a gradual depletion of 
older maturing oil fields and the lack of large new 
discoveries since the J 970s as the search for oil has 
increasingly moved into more marginal areas. l n  
addition. the reduced oil price level since 1986 
tended to discourage drilling activities in several 
areas. limited the incentives for investments in 
enhanced recovery methods. and rendered the op
eration of a number of smaller oil wells uneconomic. 
These tendencies were offset. to some extent, by 
efforts by the oil industry to reduce costs and 
improve efficiency. for example. through the intro
duction of improved dt-illing techniques, the use of 
new information methods, as well as labor force 
reductions.g 

The fall in non-OPEC production has been par
·ticularly noticeable in  the United States where 
annual crude oil output fell by about 1 5  percent 
during the past four years, with a particularly large 
drop in 1 989. Although this decline was offset partly 

1 The lower growth in oil consumption of the industrial 
countries in 1989 reflec1ed in part 1he relalively high level of oil 
use in the laner part of 1988 caused by temporary fuel swilching. 
stock building by retailers and final consumers. and other 
transitory factors. 

• It may be noted that the variable cost of production has, 
with few exceptions, been considerably below the price of oil, 
even after the sharp downard price adjustment in 1986. With 
many oil production facilities in non-OPEC areas being of small 
to moderate size and often privateJy.owned. installed capacity 
has been almost fully utilized in most countries during 1he past 
few years. However. tout! non-OPEC production has been 
affected. to a limited extent. by intermillent output restraint by 
some oil exporters in support of OPEC efforts to stabilize the 
price of oil. 

Recent Developments in Demand and Supply 

by a significant rise in output of Norway, total 
production i n  the industrial countries fell by about 
I mbd from 1985 to 1 989. l n  the non-OPEC devel
oping countries. total output has continued to rise, 
partly as a result of new oil fields coming into 
operation in several countries. for example, Colom
bia, Syria, and the Yemen Arab Republic. The net 
production gain was. however. considerably smaller 
than in the first half of the 1980s. 

In 1989 total non-OPEC supplies declined (by 
about I Y2 percent) for the first time in several years. 
While the fall in output represented partly a contin
uation of the trends discussed above. it was also the 
result of significant supply interruptions in some areas
for example, in the U.K. sector of the North Sea
caused by accidents and other factors. Crude oil 
production in the U.S.S.R .. the world's largest pro
ducer. also declined (by an estimated 2!12 percent) in 
1989 following a sizable expansion over the three 
preceding years. 

OPEC Production and Policies 

The rise in world oil consumption since 1985, 
coupled with the more limited growth in non-OPEC 
supplies, resulted in a considerable recovery i n  
production and exports from the members of OPEC 
during the past four years.9 Total crude oil produc
tion of these countries increased from a low of about 
15 .5  mbd in 1 985 to an estimated 2 1 .5 mbd in 1 989. 10 

The members of OPEC decided to raise the total 
crude oil production quotas from 18.5  mbd i n  the 
first half of 1989 to 19.5 mbd in the third quarter 
and to 20.5 mbd i n  the fourth quarter of the year. 
However, partly because demand exceeded expec
tations, the production quotas were exceeded by 
significant amounts and became effectively inoper
ative during part of the year: total OPEC crude oil 
output is estimated to have reached about 23.5 mbd 
i n  the fourth quarter of 1989. 

The increase in world demand for OPEC oil during 
the past four years, particularly in 1989, has tended 
to facilitate the efforts by the members of OPEC to 
reach agreement on the distribution of production 
quotas and to resolve other outstanding issues, for 
example, on the definition of condensates (which 
are excluded from the quotas). A major contributing 
factor in the recent past has been that some OPEC 

� Mainly because or the tendency or most non-OPEC produc
ers to produce at capacity limits, the members or OPEC have. 
by and large. continued to be the residual suppliers in the world 
oil market. 

10 These data exclude output of condensates and natural gas 
liquids which are included in •·production ·· in the table of World 
Oil Balances (Table 22). 
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members are beginning to face capacity constraints. 
This was reflected in the decision at the OPEC 
meeting in November 1989 when the total production 
quotas (or "allowable output") were raised to about 
22 mbd for the first half of 1990. Although one 
member country did not agree to its proposed quota, 
another member decided to forgo any quota increase 
and a few others may not be able to produce at 
their full quotas in 1 990 or increase output signifi
cantly from the 1989 levels. 

Outlook for 1990 and the Medium Term 

Oil demand is expected to increase further in 1 990 
with continued relatively rapid growth in a number 
of developing countries. Because of the projected 
further slowdown in economic activity of the in
dustrial countries. however, world consumption is 
expected to rise at a slightly lower rate than in 1989. 
In contrast to the decline last year. total non-OPEC 
supplies are estimated to increase moderately in 
1990. as production recovers in areas affected by 
supply interruptions in 1989. Further production 
increases in Norway and a number of developing 
countries are expected to more than offset the 
continuing fal l  in output of the United States and a 
few other countries. While the supply and demand 
outlook for the U.S.S.R. and Eastern Europe is 
subject to major uncertainty-both for 1990 and 
over the medium term (discussed below)-it is 
cutTently expected that crude oil output of the 
U.S.S.R. will show a moderate further decline in 
1990. On the basis of these expectations, and on 
the assumption that world oil inventories will not 
change significantly from their end-1989 levels, the 
volume of exports from the members of OPEC is 
estimated to increase by about 4-5 percent in 1990, 
following the I I  percent growth experienced in 1989. 

This assessment would imply a reduction in total 
OPEC crude oil production from the high level in 
the latter part of 1989 to not much more than the 
cun·ent overall quota level of 22 mbd. While such· 
a reduction appears feasible. given the recent indi
cations of enhanced cooperation among OPEC mem
bers, the extent and timing of any supply cutbacks 
are uncertain and may depend partly on the move
ments in oil prices. With the onset of warmer 
weather in North America and a continued high 
level of OPEC production, the spot market price 
for representative crude oils declined from a peak 
of almost $2 1 a barrel in the first week of J 990 to 
an average of about $ 1 7.50 a barrel in March 1990, 
i.e.,  somewhat below the OPEC reference price of 
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$I 8 a barrel . 1 1  Apart from the uncertainty attached 
to output policies of individual OPEC members, 
developments during the remainder of the year will 
depend importantly on the evolution of demand in 
the industrial countries and on the level of oil 
production and net exports from the U.S.S.R. 

While oil prices are likely to remain volatile in 
the near future, market conditions are expected to 
firm gradually over the medium tem1, i.e., in the 
period through 1995. This would result mainly from 
supply side developments as world oil consumption 
is expected to expand at a somewhat slower pace 
(about I V2-2 percent a year) than in the latter part of 
the 1980s. The modest growth in oil demand in relation 
to estimated output growth wouJd reflect mainly the 
continued impact of conservation measures (associated 
in part with recent and anticipated price increases). 
some further replacement of oil by other sources of 
energy, and the increasing emphasis on protecting the 
environment. 12 As these factors will affect oil demand 
mainly in the industrial world, the share of developing 
countries in total consumption is expected to continue 
to increase in the medium term. 

On the supply side, it is expected that total non
OPEC production will tend to level off in the next few 
years and subsequently begin to decline graduaJly. 
While a recent step-up of exploration activity in some 
areas and advances in technology (in exploration, 
drilling, and recovery methods) offer the prospect of 
extending the reserve base, current information indi
cates that further production increases in a number of 
countries will be of limited magnitude. I t  is expected 
that output will continue to decline in the United States 
(in both the lower 48 states and Alaska) as well as in 
other regions with older maturing oil fields. Prospects 
for crude oil production in the U.S.S.R. are particuJarly 
difficult to assess at the present time. It is generally 
believed, however, that output in the U.S.S.R. will 
continue to decline-reflecting mainly the depletion of 
major oil fields and reduced investments in the oil 
sector-with the possibility that the U.S.S.R. will tum 
from a net oil exporter to a net oil importer before the 
end of the decade. 

The prospects for world oil consumption and non
OPEC supplies just discussed indicate that the volume 
of oil exports from the members of OPEC will continue 
to rise in the 1991-95 period. although at a slower 
pace than in the second half of the 1980s, with OPEC 
crude oil production possibly reaching some 26-27 
mbd by 1995. While some OPEC members are begin-

1 1  This price was referred to as the .. minimum reference 
price·· in the November 1989 OPEC agreement. 

11 Although it is somewhat uncertain how the relative share 
of oil i n  total energy use will be atl'ected by this latter factor, 
the growth in total energy consumption is likely to be reduced. 
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ning to face capacity constraints, as noted earlier. a 
few others still have considerable unused production 
capacity. Jn view of the longer-term outlook for a 
tightening of supplies, output capacity in these coun
tries is now being increased further through the acti
vation of previously mothballed facilities and through 
increased emphasis on exploration, which has already 
resulted in some very promising new finds during the 
past year. Although the expansion of productive ca
pacity will entail substantial costs. the projected growth 
in demand through 1995 is therefore likely to be 
accommodated by increased output. 

Outlook for 1990 and the Medium Term 

The increasing concentration of the available unused 
production capacity in only a few countries ha� tended 
to focus attention on the oil policy objectives of these 
countries. Their general policy stance has been to 
consolidate the gain� derived from the growth in 
demand during the past few years and to promote 
stability in the oil market. for example, by attempting 
to moderate changes i n  the price of oil. Jn view of 
their large crude oil reserves, and on the basis of 
official policy pronouncements, it is  expected that this 
policy stance will be maintained in the medium term. 
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Supplementary Note 3 

Population Aging: 
An Attetnpt to Quantify the Long-Term Macroeconomic Effects 

Introduction 

In the October 1 989 World Econornic Outlook. 
some of the long-run effects of projected aging of 
the populations of industrial countries were consid
ered. In particular, with the aid of simulations of 
the Fund's MULTIMOD model, it was argued that 
an increase in the proportion of the elderly in the 
population, which is projected to occur in the first 
few decades of the next century, would lead to an 
increase in aggregate consumption and a general 
rise in real interest rates. However, the fact that 
aging occurred more quickly and to a greater extent 
in Japan and the Federal Republic of Germany than 
in other industrial countries would likely lead to 
smaller current account surpluses-or larger defi
cits-in those countries. Conversely, the United 
States and Canada, which until 2020 wiJI have 
relatively small increases in their dependency ratio 
(i.e.,  the young and elderly relative to those of 
working age), would tend to have reduced current 
account deficits-or larger surpluses. 

The previous WEO discussion considered only 
one of the effects of aging, namely the effects of 
dependency ratios on private consumption. Several 
other effects can be distinguished: ( I )  an older 
population includes fewer members of the labor 
force, hence is associated with lower potential 
output; (2) an older population will typically involve 
lower government expenditures on education, but 
higher medical expenditures; and (3) government 
transfer payments in the form of pensions will rise 
with the number of retirees. In what follows. we 
examine the effects of aging through these channels, 
as well as the private consumption channel already 
considered, again with the help of MULTIMOD 
simulations, over the period 1 996--2025. 

We then proceed to examine a policy issue that 
is raised by these macroeconomic effects. l f  a greater 
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fraction of a country's population is retired, then 
aggregate demand for goods and services must be 
satisfied by output produced by a smaller working 
population. Moreover. demand for government 
services i s  likely to rise when there are a larger 
number of elderly people. For this not to involve a 
fall in people's standards of living, either workers 
must be made more productive through capital 
accumulation or investment abroad in productive 
assets has to occur. Either way, it is necessary for 
saving to be sustained, so wealth can be accumulated 
during the years when a high proportion of the 
population is employed. 

The paper considers how aggregate tax policy 
may aid in the process of capital accumulation. The 
first scenario assumes unchanged tax rates and leads 
to large debt accumulation in Japan, Germany, and 
several other industrial countr;es. As a result, by 
the year 2025 real interest rates have increased 
dramatically relative to baseline in all countries. An 
alternative tax policy. consbtcnt with broad histor
ical experience. in which tax rate� increase gradually 
in response to higher deficits and debt accumulation, 
was also simulated. In this scenario real interest 
rate increase considerably less than under the first 
one and the capital stock per worker is higher. This 
suggests that a policy of timely tax increases would 
lessen problems of adjusting to projected increases 
in the number of dependents. However. not consid
ered further here are the related questions of whether 
the level of pension benefits might be changed, 
whether public pensions should be funded. as many 
private plans are. or what the optimal path of taxes 
might be.1 

1 Some of these question:; are con�idcred for the United State\ 
by Aaron. Boswonh. and Burtle-;s ( 1989). who also argue that 
the key question is whether narional �aving in all its form-. is 
high enough to lead to adequate capital accumulation. See also 
llahcr and Hemming (1987). Hagemann and Nicoleui 0989), 

and Auerbach, KotlikofT. and others ( 1989). 
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Several caveats should be noted at the outset. 
First. overall government deficits, and other mac
roeconomic variables in general, have not been 
projected beyond 1995: figures in the baseline are 
merely extrapolations of current trends. An assess
ment of whether further debt accumulation was 
desirable or not would have to depend on such 
projections. Second. by stopping in the year 2025, 
we ignore further demographic changes that are 
projected to occur beyond 2025, in particular in 
North America. where increases in dependency 
ratios are projected to occur later than in Europe 
and Japan. Subsequent increases in government 
expenditures in the United States in particular can 
be expected to be large. 2 Third, population migration 
and variations in birth and mortality rates make the 
demographic projections extremely tentative. We 
have ignored changes in population size, and only 
considered variations in age structure. Even age 
structure may be considerably affected by migration, 
for instance within Europe (see Supplementary Note J ), 
and North America. Finally, and more generally, 
the effects of demographic changes themselves should 
be associated with wide confidence intervals. Not 
only are our estimates of consumption effects not 
very well determined. but other effects-on partic
ipation and retirement decisions and on the distri
bution of income-have not been taken into account. 

Macroeconomic Effects of Aging3 

Consumption Effects 

There have been numerous studies concerned 
with the motivation for saving behavior, that is, the 
determinants of consumption.4 The empirical evi
dence suggests that both current income and a 

.longer-term measure of "permanent income." or 
wealth. tend to influence consumption.5 Current 
income impacts on consumption because at least 
some households face liquidity constraints that re
sult from inability to borrow on their expected future 
earnings. The "life-cycle" view of saving suggests 
a role for longer-term variables, if wage earners 
save for their retirement years.6 I n  particular, that 

2 Sec Aaron. Bosworth. and Sunless ( 1989). who make 
projection� to 2060. 

' The discussion i n  this section and the following one is based 
on Masson and Tryon ( 1990). 

• For a survey and discussion of some of the issues involved. 
see Dean. Durand. and others ( 1 989). Hall ( 1 987). and Blinder 
and Deaton ( 1 985). 

• Carroll and Summers ( 1989) find that - -permanent .. income 
may however reflect a rather short horizon. and not full lifetime 
consumption planning. 

6 Ando and Modigliani ( 1965). 

Macroeconomic Effecb of Aging 

model implies that demographic factors should be 
important in aggregate saving: as life expectancy 
declines, so does the need for further saving: retired 
people may even dissave. Therefore, an increase in 
the proportion of elderly should boost aggregate 
consumption relative to current income. 

Empirical studies of the effects of demographic 
variables on saving have typically had mixed success 
in isolating significant effects. however.7 To some 
extent. this may reflect the difficulty in constructing 
"permanent income" or '·human wealth" ( i .e . ,  the 
discounted present value of future labor income) 
variable that properly reflect age structure and 
retirement decisions. It is also likely that many other 
factors-for instance, precautionary saving or sav
ing for the purpose of bequests-complicate the 
relationship. In our estimation of a consumption 
equation. we have not attempted to adjust income 
or wealth variables for demographic changes. but 
have simply added a variable-the dependency ra
tio, measured as the ratio of those under 1 5  and 
those 65 and over. to those between 15 and 64-to 
a simple error correction relationship8 linking con
sumption expenditure to wealth. disposable income, 
and the real interest rate. In simulation. however 
(see below), consumers are assumed to have rational 
expectations of future variables-including demo
graphic changes, interest rates. and future income. 

The equation was estimated using annual data 
over the period 1969-87 for the Group of Seven 
countries individuaiJy. plus the smaller industrial 
countl-ies aggregated together. The data were pooled. 
and common coefficients for all countries (except 
for constant terms) were accepted by the data. The 
resulting equation was the following (!-ratios in 
parentheses): 

alog(C) = cons! + . 1 13 1og( W/C) I - .473 RLR + .408 log! YDJ 

(3.5) (4.0) (5.5) 

+ . 124 DEM3 + .032 DUM80»DEM3. 

( 1 .5) (2.2) 

R� = .641 SER = .026. 

where C is reaJ consumption expenditure: W is the 
sum of financial wealth and the discounted present 
value of extrapolated income. in real terms: RLR is 
the real long-term interest rate; YD is real net 
domestic product minus taxes. the latter divided by 
the absorption deflator; DEM3 is the dependency 

' See, for instance. Graham ( 1987. 1989) and Koskela and 
Yiren ( 1989) for a debate about the cros,-country evidence 
concerning demographic effects on �aving. 

� For a discussion of error correction modeb of consumption. 
see Davidson. Hendry. and others ( 1 978) and Hendry and von 
U ngem-Sternberg ( 1981 ). 

L O l  
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ratio defined above: and DVM80 is a dummy vari
able that is zero before 1980, and unity thereafter. 
The latter variable is included because visual ex
amination of the data suggested that there might be 
a break in the 1980 data for some countries, perhaps 
resulting from imperfect splicing of census data with 
earlier estimates. 

The error COtTection model implies that con
sumption adjusts gradually to a long-run level that 
is proportional to wealth. with the proportion de
pending on both the real interest rate and the 
dependency ratio. l n  the short run. it is also affected 
by disposable income. The estimates suggest that 
the dependency ratio alone has an effect that is not 
significant at usual significance levels; but that taken 
together with the dummy variable, the dependency 
ratio does seem to be significant. Some other evi
dence. reported in Heller ( 1989), indicates that the 
size of our joint estimate is within the range of other 
studies that have included such a variable.9 Never
theless, it is clear that historical data do not give 
well-determined estimates ofthis effect;10 moreover, 
the extent of aging projected to occur in the future 
is quite outside the historical experience used in 
these estimated equations. Therefore. the simulation 
results discussed in what follows should be consid
ered as merely indicative of possible trends, rather 
than precise estimates. 

Table 24 summarizes some of the demographic 
changes that are projected to occur by the Organi
zation for Economic Co operation and Develop
ment. 1 1  l t  can be seen that the increase in depen
dency ratios by the year 2025 from their current 
levels (which are close to the 1995 figures given in 
the table) are largest for Japan ( l 5  percent) and 
Germany ( 13 percent), and smallest for the United 
States (7 percent), whose dependency ratio in fact 
is projected to decline in the first two decades of 
the projection period, and the United Kingdom (5 

percent). The estimated equation implies a roughly 
I percentage point decline in private saving rates in 

• The earlier studies typically included separately youth and 
elderly dependency ratios. Our estimates could not distinguish· 
the effects of the two when we included them separately. so 
they were added together. Our estimates imply that in the long 
run. consumption rises ceteris paribus by 1 . 4  percent in response 
to a I percent increase in the dependency ratio. It also rises 
one-for-one with wealth. and declines by 4.2 percent for each 
one percentage point increase in the real interest rate. 

10 Aaron. Bosworth. and Burtless ( 1 989) and Auerbach and 
Kotlikoff ( 1989) in particular argue that U.S.  saving behavior 
cannot primarily be explained by demographic factors. However. 
Bovenberg and Evans ( 1989). using quarterly data for the United 
States in an error-correction equation that is similar to ours. 
find a strong and significant effect of dependency ratios. 

" These are roughly the same as those presented in Table 9 
of World Economic Outlook. October 1989. but they embody 
some minor revisions and are extended to the year 2025. 
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Table 24. Major Industrial Countries: Selected 
Demographic Variables; 1965-2025 

( I n  percent) 

Projection� 
1965 1975 1985 1995 2005 2015 2025 

(Population under 15/Population 15-64) 

United States 51  39 33 34 29 29 30 
Japan 38 36 32 25 28 28 27 
Germany. Fed. Rep. of 35 34 22 23 22 19 23 
France 4 1  38 32 3 1  28 26 28 
Italy 25 25 22 24 
United Kingdom 36 37 29 3 1  3 1  3 1  31  
Canada 57 41 32 30 27 25 28 

(Population 65 and over/ 
Population 15-64) 

United States 16 16 18 19 18 2 1  29 
Japan 9 12 15 19 26 33 32 
Germany. Fed. Rep. of 18 23 21  24 29 3 1  37 
France 19 22 20 22 24 27 33 
Italy 22 25 28 32 
United Kingdom 19 22 23 23 22 24 28 
Canada 1 3  1 3  1 5  18 19 25 34 

(Overall Dependency Ratio) 

United States 67 55 5 1  52 47 50 59 
Japan 48 48 47 44 54 6 1  59 
Gennany. Fed. Rep. of 54 56 43 47 5 1  5 1  60 
France 61 60 52 53 52 53 6 1  
Ital y' 52 54 45 47 50 50 55 
United Kingdom 55 59 52 54 53 55 59 
Canada 70 54 48 48 46 50 61 

Sources: OECD Labour Force Statistics. 1964-84 and 1967-87. 
and Demographic Databank projections. Social Affairs. Manpower 
and Education Directorate. OECD. Paris. 

1 Fund staff estimates for 1965-85. 

the long run in response to a l percentage point 
increase in the dependency ratio. other things being 
equal. Therefore, in the absence of other changes
in particular. increases in real interest rates that 
would tend to offset to some extent the decline in 
saving-this would imply very substantial declines 
in the private saving rate in Japan (from its current 
25 percent to about 1 0  percent) and in Germany 
(from about 22 percent to 9 percent). Smaller de
clines are implied for other countries, at least by 
2025; the large increase in the dependency ratio for 
Canada occurs close enough to the end of the period 
that it does not have its full effect on saving. 

Effects on Labor Force and 
Aggregate Supply 

In addition to the above demand effects, aging of 
the population would also increase the proportion 
that was not in the labor force, and hence not 
available to produce output. As a result, potential 
output would be lower; this would tend to lower 
actual output as well through mechanisms. such as 
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excess demand pressures on wages and prices, 
which force actual and potential output together. In 
MUL TIMOD. the labor force is set equal to the 
(exogenous) participation rate multiplied by the 
population between the ages of 1 5  and 64. Therefore. 
increases in the dependency ratio are translated into 
proportionate declines in the labor force. A Cobb
Douglas production function that depends on the 
actual capital stock and the labor force defines 
potential output in the model. 

Starting from an initial steady-state equilibrium, 
a fal l in the labor force would yield a higher capital/ 
labor ratio, which will be associated with a higher 
marginal product of labor. Conversely. the marginal 
product of capital would be lower. and changes in 
relative factor prices will lead to a gradual reduction 
of the capital stock relative to what it would other
wise have been. Lower investment would therefore 
compensate to some extent in aggregate demand for 
the higher consumption. 

This factor is embodied in the simulations dis
cussed below. A further factor that is however not 
taken into account is the effect of population aging 
on participation and retirement decisions. Higher 
real wages may lead some to postpone retirement. 
In addition, families who support aged relatives may 
increase their labor supply-for instance, by having 
both husband and wife work. It is possible that 
these modifications of behavior may substantially 
change the results discussed below. 

Government Provision of Education and 
Medical Services 

Most governments provide for medical care that 
is only partially covered by user fees. the rest being 
raised by social security taxes and general taxation. 
Since health problems typically increase with age. 
an older population will involve greater expenditure 
on medical services by the government.t2 l n  some 
countries. moreover. medical expenditure is pro
vided free to the aged. An offsetting factor is 
decreased government expenditure on education of 
the young. 

Heller and others ( 1986) have made projections 
of vatious components of government social ex
penditures. which are summarized in Table 25 in 
the form of increases in government expenditure as 
a share of GOP in 2000-25 relative to 1980 (a more 
recent year of historical data was not available in 
their study). It can be seen that the increases 

•l As well as higher private expenditure, however. we do not 
explicitly include in our simulations estimates of the amount 
private consumption might increase as a result. 

Macroeconomic Effect� of Aging 

attributable to demographic changes in government 
expenditure on medical care are for most countries 
of the order of I percent of GOP by 2025.13 Only in 
the case of Japan, the Federal Republic of Germany, 
and Canada do they substantially exceed that figure. 
The decline in expenditures on education is also of 
the order of I percent of GOP. so that the net effect 
of the two on government expenditures is close to 
zero. except in Japan and Germany, where expen
diture increases by 0.8-0.9 percent ofGDP. and the 
United Kingdom, where it declines by 0.5 percent 
of GOP. 

Government Pensions 

Table 25 also presents projections of increased 
government transfer payments in the form of pen
sions. Here the increases are much more dramatic, 
especially for Japan, Italy. and Germany. where 
they account for 7-9 percent of GOP, and to a 
somewhat lesser extent. for France and the United 
Kingdom. The table does not specify whether the 
pensions are funded or not. and specific provisions 
may differ considerably across countries. 

The effects of different funding arrangements on 
private saving have been the subject of an extensive 
literature, largely as a result of a seminal article by 
Feldstein ( 1974), who argued that the existence of 
an unfunded social security plan would tend to 
decrease private (and national) saving. We do not 
examine the impact of funding future social security 
expenditures. In the model simulations. taxation i s  
assumed not t o  be linked t o  social security benefits. 
and pension benefits are treated as any other transfer 
payment: the y are modeled as being non-distortionary, 
negative taxes (which are correctly anticipated in 
advance). The model is not sufficiently rich to treat 
distributional questions, so that a transfer that was 
financed through raising contemporaneous non
distortionary taxes would have no effect. I n  the 
scenarios discussed below, however. increased gov
ernment spending has to be financed through dis
tortionary taxes (in M U LTIMOD, it is assumed that 
taxes are proportional to income) or borrowing. The 
fact that taxes are distortionary argues for lax 
smoothing in order to minimize those distortions. 

Whether government borrowing will have real 
effects (even in the absence of distortionary taxes) 
has itself been the subject of an extensive literature, 

u These estimates may understate future medical expenditures 
for two reasons. First. health costs have already nsen substan
tially in the period since the study by Heller and others was 
completed. Second. the estimates hold constant the relative 
price of medical services i n  the fulllrc, whereas an extrapolation 
of recent trends would suggest an increase. Sec Ebrill ( 1990). 
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Table 25. Major Industrial Countries: Changes in Government Expenditures Owing to Demographic 
Changes, 2000-25 

(In percent of GOP) 
( I) (2) (3)  (4) 

Medical Expenditures Education Pension Expenditure:-. Combined Effects of ( 1 }-<3) 
2000 2010 2025 2000 2010 2025 2000 2010 2025 2000 2010 2025 

United States 0.01 0.15 1 .06 -0.92 - 1 . 14  - 1.29 -0.50 - 0.60 0.60 - 1.4 1 - 1.59 0. 37 
Japan 0.67 1.25 1.63 - 1 .00 -0.50 -0.70 5.41 8.69 9.20 5.08 9.44 10. JJ 
Germany, 

Fed. Rep. of 0.43 0.92 1.59 - 0.63 - 0.88 -0.81 3.80 5.30 7.20 3.60 5.34 7.98 
France 0.34 0.40 0.80 -0.46 - 0.54 -0.5 1 1 .00 1.50 3.00 0.88 1.36 3.29 
Italy 0.20 0.49 0.88 -0.80 -0.90 - 1.00 2.50 4.60 8.6() 1.90 4.19 8.48 
United Kingdom 0.05 0.66 - 1 .00 - 1 .00 - 1 . 1 0  0.85 1.42 2.56 -0.10 0.42 2. 12  
Canada -0.06 0.18 1.45 - 1 .91 - 2 . 1 5  - 1 .87 -0.40 - 0.40 0.80 -2.37 -2.37 0.38 

Sources: Heller and others ( 1986). Table 14 . .. Baseline Economic and Demographic Scenario 
.. rel<�tive to 1980 actual expenditures. as 

ratios to GOP. For medical expenditures. Fund �taff calculations. 

associated with Sarro ( 1 974) and more recent au
thors. The issue revolves around the following 
question: if, instead of raising taxes today in order 
to finance expenditure. the government borrows and 
raises taxes later. does this cause private agents to 
change their saving behavior in an offsetting way? 
It seems unlikely that the perfectly offsetting case
often referred to as Sarro-Ricardian equivalence
is empirically relevant. MULTIMOD incorporates 
a model of consumption in which the calculation of 
the present value of future disposable income dis
counts the future taxes needed to service govern
ment debt at a rate that exceeds the borrowing cost 
by about I percentage point, so that increased 
government deficits are not completely offset by a 
rise in private saving.14 Therefore, in the absence 
of tax increases, an increase in payments of gov
ernment pensions will tend to decrease national 
saving. 

An important assumption that has been implicit 
in the discussion so far is that governments are not 
able to bon-ow in an unlimited fashion: bon-owing 
is the postponement of taxes, not their elimination. 
Governments cannot indefinitely botTOW in order to 
service their debts, leading to an unbounded accu
mulation of debt relative to GNP. The Iauer would _ 
occur unless the economy's growth rate is higher 
than the interest rate. Another way of describing 
this intertemporal constraint on government bor
rowing is that today's government debt must be 
equal to the present value of future taxes less 
government spending. so that an increase in the 
latter involves an increase in taxes at some point. 
ln doing our simulations ofMUL TIMOD, we usually 

14 See Blanchard ( 1985). Frenkel and Raz.in ( 1 987). and Buiter 
( 1988). 
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include a tax rule that raises the tax rate in a gradual 
fashion in response to increases in deficits and in 
cumulated deficits (i.e_, the debt itself): this rule 
ensures that government debt does not become 
unbounded, while not producing sharp changes in 
rates. t5 In the following section, we however first 
simulate the demographic effects discussed above 
assuming unchanged tax rates: then we use the 
standard version of the model that includes the tax 
rule. t6 

Simulation of Demographic Changes 

Table 26 presents the result of simulating in 
MULTI MOD the changes in dependency ratios and 
the projected changes in government expenditures 
due to demographic changes, discussed above. The 
results are given as deviations from a smooth base
line that extrapolates the WEO medium-term sce
narios out to 2040.17 In the baseline. output is 
assumed to grow at its potential growth rate (as
sumed to be equal to current estimates). government 
fiscal positions to move toward balance so that 
government debt settles down to a constant ratio of 
GNP, and inflation to remain close to zero in the 
major industrial countries_ No account is taken in 
the baseline of demographic changes beyond the 
medium-term projection horizon. 1995. 

The simulation results are of interest as they relate 
to what would otherwise have occurred: unfortu-

" Kremers ( 1989) provides empirical support for �uch a rule. 
"' The :.imulations reported in the October I 989 World Ero

tWmic Outlook allow tax rates to change in the manner described 
above. 

17 We report results only to the year 2025; the extra years are 
needed so that the simulation is not dependent on arbitrary 
terminal conditions. which an: used to anchor expectations 
variables. 
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Simulation of Demographic Changes 

Table 26. Demographic Shift: No Tax Rate Change, 2000-25 

(Deviations from baseline) 

200() 2005 2010 2 0 1 5  2020 2025 

United States (In perccnt) 

Real GNP per capita - 1 .0 3.0 5.3 5.6 .u 2.5 

Real domestic demand per capita -5.3 -4.9 -4.0 -].6 -4.7 6. 1 

Real imerest rate 1 .2 - 0.6 - 1 . 1 0.0 1.9 3.7 
Real effective exchange rate - 15.6 -24.6 -25.4 -22.0 - 17.1  - 1 1.7 
GOP per worker -2.6 - 1.9 -0.7 0.9 1.5 1.7 
Capital �tock per worker -2.8 - 4. 1 -2.7 0.1  2.4 2.7 

(/n percent of GNPJ 

Current account balance 2.0 4.3 5.2 5.4 5.9 6.6 
General govt. financial balance 0.5 1 .8 2.8 2.4 1.6 0.8 
Private saving 1 . !!  3.0 3.0 3.2 3.6 ·U 
Gross private inve�tment 0.3 0.5 0.6 0.2 - 0.7 - 1 .8 

Net foreign assets 5.2 18.8 35.0 48.5 59.4 69.8 
Government debt -0.6 -5.9 - 14.9 - 22. 1 - 24.5 -22.5 

Tax rate 0.0 0.0 0.0 0.0 0.0 0.0 

Japan (/n percent) 

Real GNP per capita 2. 1  - 3.3 -7.2 - 1 1 .2 - 1 4.6 - 17.3 
ReaJ domestic demand per capita 1 2.0 1 2.0 10.0 5.7 1.3 -2.3 
Real interest rate -3.5 0.0 1.9 3.8 5.3 5.9 

Real effective exchange rate 30.1 55.9 65.8 62.3 50.0 36.2 

GDP per worker 6.2 5.4 4.6 2.5 0.4 - 1 .4 
Capital stock per worker 6.0 9 . .5 9.7 7.1 2.5 -2.6 

!In percent of GNPJ 

Current account balance - 3.5 - 5.0 -5.7 -6.2 -7.3 -8.8 

General govt. financial balance -3.5 -6.6 - 10.6 - 15.2 -22.3 - 3 1 . 2  
Private saving -0.7 -0.2 �.6 6.5 1 2.7 20.5 

Gross private investment -0.7 - 1.8 -2.4 -2.6 -2.4 -2.0 
Net foreign assets - 19.4 - 36.2 -51.9 - 67. 1 -83.4 - 102.0 
Government debt 9.5 29.3 59.0 98.9 154.8 234.8 

Tax rate 0.0 0.0 0.0 ().() (),() 0.() 

Germany. Federal Republic of (/n percent) 

Real GNP per capita 0.8 -2.3 -4.3 -5.5 -7.0 -9.2 
Real domestic demand per capita 3.6 4.3 3.9 2.0 -0.5 -3.2 
Real interest rate - 0.8 -0.4 0.1 1.:! 2.9 4.8 

Real effective exchange rate 2 .7 6.0 6.9 5.8 4.7 5.0 

GOP per worker 1.8 1 . 6  0.3 -0 .3 0 .6 1 .9  
Capital stock per worker 1 . 6  3.3 2.8 2.1 2.6 2.6 

(In pera/11 of GNPJ 

Current account balance - 1 .2 -3.3 - 4.7 -4.9 -4.8 -4.7 
General govt. financial balance -3. 1 - 5 . 1  -7.6 - 1 0.8 - 15.6 -22.0 
Private saving 1 . 9  1 .8 2.9 5.8 10.3 15.8 

Gross private investment -0.0 -0.1  -0.0 - 0 . 1  0.5 - 1 .5 

Net foreign assets - 8 . 1  - 17.9 -30.6 --12.2 - 51 . 1  -57.-1 
Government debt 8.4 24.9 46.8 74.5 1 1 1 . 5  162.5 

Tax rate 0.0 0.0 0.0 0.0 0.0 0.0 

France (In percent) 

Real GNP per capita -0.6 
-

1.0 1 .8 0.9 -0.3 -0.6 
Real domestic demand per capita - 1 .4 -0.7 -0.6 - 1 .9 -3.7 -4.9 
Real interest rate 0.5 -0.4 -0.5 0.9 2.7 3.9 
Real e!Jective exchange rate - I .  I -5.2 -6.6 - 6.4 -6.2 -5.5 
GOP per worker - 1 . 1  -0.4 -0.3 0.0 0.6 1 .6 
Capital stock per worker - 1 .2 - 1 .5 -0.9 0.9 1.7 1.2 

(In percent r�(GNPJ 

Current account balance 1 .() 1.4 1 .6 1.8 2.2 3.0 

General govt. financial balance - 1.0 - 1 .5 - 1 .9 -3.3 -5.-l -7.7 

Private saving 1 . 7  3.0 3.8 5.0 7.0 9.4 
Gross private investment -0.3 0. 1 0.3 -0. 1 -0.6 - 1 .3 
Net foreign assets 3.7 8.5 13. 1 17.4 21.7 27.2 
Government debt 4.0 9.3 13.5 19.9 32 .6 50.7 
Tax rate 0.0 0.0 -0.0 - 0.0 -0.0 -0.0 

105 



©International Monetary Fund. Not for Redistribution

SUPPLEMENTARY NOTE 3 

Table 26 (concluded). Demographic Shift: No Tax Rate Change, 2000-25 
(Deviations from baseline) 

2000 2005 2010 20 15 2020 2025 

Italy ({n percent) 

Real GNP per capita 1.8 - 1 .4 -2.5 -0.8 -4.2 -6.9 
Real dome�tic demand per capita 4.6 1.8 0.2 1.4 -2.3 -5.1 
Real interest rate - 1 .5 1.2 0.9 0.7 3.4 4.5 
Real effective exchange rate 4.6 10.2 5.7 1 .0 1.6 -0.5 
GOP per worker 2.9 0.5 - 1 .4 lA -0.3 -0.3 
Capital stock per worker 2.7 2.9 0.2 1 . 1  0.4 - 1 . 1  

(/11 percenl t�(GNPi 

CutTent account balance -0.8 0.5 0.2 -0.7 -0.6 1 .3 
General govt. financial balance -0.1  - 1 .8 - 5.4 - 9.0 - 15.4 -24.9 
Private �aving -0.6 1 .2 4.8 8.0 1 3.6 22.3 

Gros� private investment 0.2 - 1 . 1  -0.7 -0.3 - 1 . 1  - 1 .3 
Net foreign as�ets - 1 .6 -0. 1  0.2 -3.0 -5.4 -9.2 
Government debt -6.0 -3.9 23.2 49.6 S5.2 157.0 
Tax rate 0.0 0.0 0.0 - 0.0 - 0.0 -0.0 

United Kingdom (In percent) 

Real GNP per capita -0.1 0.7 1 . 1  0.5 - 1 .3 -2.2 
Real domestic dem<tnd per C<tpita - 1 . 3  - 1.7 - 2. 1 - : u  -5.6 -7.3 
Real interest rate -0.1  -0.3 - 0.3 1 . 1  3.0 4.0 
Real effective exchange rate -2.5 -4.7 - 6.3 6.7 - 7.6 - l:U!  
GOP per worker -0.3 -0.7 -0.8 -0.0 - 0.6 0.4 
Capiwl stock per worker -0.2 -0.8 -0.7 0.7 0.4 - 0.4 

(In percent nf GNPi 

Current account balance 0.7 1 .7 1.7 1 .5  1 . 1  0.7 
General govt. financial balance -0. 1  -0.2 -0.7 - I.S -3.S -6.1 
Private saving 0.9 1.1 ?..7 3.3 4.6 6.2 
Gross private investment 0.1 0. 1 0.3 0.0 -0.3 -0.6 
Net foreign as�ets 2.3 8.4 13.7 16.X 17.4 16.0 
Government debt 0.5 1 . 1  3.0 7.8 18.6 36.4 

Tax rate 0.0 0.0 0.0 0.0 0.0 0.0 

Canada (In percelll) 

Real GNP per capita -0.3 2.8 3.9 3.7 2. 1  0.1 

Real domestic demand per capit<l -3.4 - 1.7 - 1 .3 - 1 .7 -3.3 -5. 1 
Real interest rate 0.4 - 1.0 - 1 . 1  0.2 1 . 9  4.2 

Real effective exchange rate - 10.1  - 14.2 - 13.8 - 1 1 . 5  -8.0 -3.5 
GOP per worker - 0.6 -0.5 0.0 1 . 3  2.0 2.4 
Capital stock per worker -0.9 - 1.5 -0.0 2.4 3.9 3.9 

(In percent of GNP) 

Current account balance 2.6 5.0 5.9 5.9 6.0 6.3 
General govt. financial balance 2.3 .u 5.0 4.5 J.R 3.0 
Private saving 0.4 0.7 0.4 0. 1  - 0.4 -0.9 
Gross private investment -0.0 -0.1 - 0.4 - 1 .3 -2.6 -4. 2 

Net foreign assets !!.5 24.9 42.8 56.X 66.6 74.4 
Government debt -5.7 - 19.4 -34.9 - 46.0 - 50.6 -50.1 
Tax rate 0.0 0.0 0.0 0.0 0.0 0.0 

Smaller Industrial Countries (/n peret'll/) 

Real GNP per capita -0. 1 0.7 0.0 - 1 ..1 -4.0 -6.8 
Re<ll domestic demand per capita 0.5 1.4 1.0 - 0 . 1  - :!.3 - 4.4 
Real interest rate - 0.3 - 0.4 0.0 1 .2 3.0 4.4 
Real effective exchange rate 0.0 - l . O  - 1 . 0  - u  - 1 .8 -2.0 

GOP per worker 0.0 0.6 0.2 0.8 1.0 1.1 
Capital <;Lock per worker - 0. 1 0.5 1 .2 2.3 2.5 1 . 5  

{/n percent of G N  PJ 

Current account balance -0.3 -0.0 -0.3 - 0.8 - I .� -:!.3 
General govt. financial balance - 1 . 1  - 1 .9 - 3 . 1 -5.1 -8.5 - 1 3.0 
Private saving 0.9 2.0 2.9 4. 1  6.3 9.4 
Gross private investment 0.1  0. 1 0.0 - 0.2 0.7 - 1.3 
Net foreign assets 1.4 1 .7 0.0 -3.8 -9.2 - 1 6.4 

Government debt 3.7 9.1  17.4 30.3 52.0 85.7 
Tax rate 0.0 0.0 0.0 0.0 - 0.0 0.0 

Source: Fund <;tafT projections. 
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nat ely, we are not in a position to make projections 
of all the necessary variables that far in the future, 
given the extent of the uncertainties concerning the 
structure of economies and such variables as pro
ductivity growth and underlying monetary and fiscal 
policies-not to mention uncertainty concerning the 
demographic projections themselves. Our discus
sion will be limited to considering the partial effect 
of aging of the population, leaving aside other factors 
that may be at work. I t  should be noted that the 
size of the population is not altered in these simu
lations. just its age structure. Therefore. the figures 
for changes in aggregate variables (for example. 
GNP and absorption) are the same as those for 
changes in per capita variables. In addition we 
present results for GDP and the capital stock per 
worker. because they are relevant for the ability of 
the economy to support the greater number of 
dependents. 

As described in the October J 989 World Economic 
Outlook. increases in dependency ratios due to aging 
of the population can be expected to have far
reaching effects.18 I n  particular. potential (and ac
tual) output will be lower in those countries
especially Japan and the Federal Republic of Ger
many-where there is a large increase in the elderly 
as a proportion of the population. Moreover. these 
two countries, because the extent of aging is greater 
than elsewhere, will have large increases in con
sumption relative to output, which will tend to lower 
current account surpluses (or produce larger defi
cits). Over the three decades ( 1996-2025) that we 
consider. effects on current accounts cumulate into 
large changes in net foreign asset and liability 
positions. As a result. the U nited States and Canada, 
where the aging of the population occurs much later 
than in the other large industrial countries, have net 
foreign asset positions that are higher than in the 
baseline by about 70 percent of GNP by 2025, while 
Japanese and German net positions are lower by 
100 percent of and 60 percent of GNP, respectively. 

The effects of projected demographic changes on 
current account positions therefore tend to reverse 
recent trends among the three largest industrial 
countries. For instance, the WEO medium-term 
projections to 1995 imply a net debtor position for 
the United States equal to more than 20 percent of 
GNP, and net creditor positions for Japan and the 
Federal Republic of Germany of about 25 percent 
and 40 percent of GNP, respectively. It should be 
emphasized, however. that extending the horizon 

·� Effects are larger than in the earlier WEO primarily because 
production and government spending effects are included here 
in addition to consumption effect�. and because tax rates are 
not allowed to change. 

Alternative Tax Policies 

further would make demographic developments in 
the U nited States and Canada more similar to those 
in other countries. and would probably reverse some 
of the net foreign asset accumulation over the period 
1996-2025. 

The figures in Table 26 indicate a fall in GNP per 
capita for all countries except the United States and 
Canada, where the increase is due to the very large 
increase in net foreign assets. I n  most countries, 
there are large declines in GNP per capita, which 
is one measure-admittedly a crude one--of stan
dard of uving. The fall in this ratio occurs despite 
increases in GDP per worker and in capital per 
worker in most countries. because the ratio of those 
working to the total population has declined even 
more. The capital stock is importantly affected by 
the level of real interest rates, and in all countries. 
real interest rates rise substantially, by 4-6 per
centage points by the year 2025 relative to baseline. 

Alternative Tax Policies 

A closer examjnation of Table 26 makes clear 
that keeping tax rates unchanged in the face of such 
massive demographic changes would not be desir
able, or feasible. because of effects on debt accu
mulation. The absence of increases in tax rates in 
Japan and Germany accompanied by large increases 
in government expenditures leads to very large 
increases in debt/GNP ratios-by over 200 percent
age and 150 percentage points. respectively. This 
conll·ibutes to crowding out the capital stock thJ·ougb 
increases in interest rates. 

The level of the capital stock is an important 
factor in the ability of the economy to support the 
nonworking population. With the projected increase 
in the dependency ratio. those working would have 
to be more productive in order for the average level 
of consumption per head not to decrease. In the 
absence of technological progress. higher produc
tivity will occur mainly as a result of capital accu
mulation.19 Clearly, in the face of such large demo
graphic shifts, unchanged tax rates are not a desirable 
policy; moreover, since government debt ratios have 
not stabilized relative to baseline in Japan and 
Germany, leaving tax rates unchanged forever is 
not feasible, and they would eventually have to rise. 

As an alternative to the scenario of Table 26. we 
also simulate the demographic changes with a tax 
rate rule. It is assumed in all countries that tax rates 
rise in response to an increase in deficits and debt 

•·• Higher income (GNP) may also result from higher net claims 
on foreigners: however. for the global economy. phy�ical capital 
must be higher if standard� of living are to be maintained. 
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relative to baseline (and decline in the opposite 
case): however. the increase is very gradual.2° Since 
increases in dependency ratios occur mainly toward 
the end of the 199(r..2025 period. those tax increases 
do not fully offset the debt buildup, but reduce a 
good part of it. 

Table 27 reports the effect of such a tax rate rule, 
reported as a deviation from the first scenario. fn  
other words, Table 27 calculates the differential 
effects oftax policy. given the demographic changes. 
Average tax rates rise markedly by the year 2025 
in Japan, Italy, and Germany (by 14. 12.  and 9 
percentage points. respectively), and by 3-6 per
centage points in the remaining countries. except 
Canada and the United States, where they are 
virtually equal to their baseline levels in 2025 (but 
were lower in the years 2000-20).21 

In this scenario. for all countries real interest 
rates are lower than in the case where tax rates are 
unchanged-by about J percentage point in the year 
2025. causing the capital stock per worker and GOP 
per worker to be higher in all countries. industrial 
countries in aggregate are better able to meet the 
pension and other requirements of an older popu
lation as a result. GNP per capita does not rise in 
all countries, however, since lower net foreign assets 
(relative to the previous scenario) mean lower net 
foreign investment income in the United States and 
Canada. 

Table 28 reports the combined effects of the 
demographic shifts and the tax rate rule we have 
just discussed. l n  this table. the scenario is compared 
to the baseline, not to the scenario of Table 26. l l  
can be seen that even with the tax rate adjustments, 
projected demographic changes have substantial 
effects. The United States and Canada have net 
foreign asset positions that are higher than in the 
baseline by over 30 percent of GNP by 2025; in  
Japan, the net position is  lower by 60 percent of 
GNP, and in Germany, by 25 percent of GNP. As 
a result of the rise in dependency ratios, whose 
effects are mitigated. but not completely eliminated. 
by the tax adjustments, real interest rates increase 
by 3-5 percentage points relative to baseline levels . 

20 Specifically. a tax rate reaction function was specified to 
take the following form: 

!::;TRATE = .01 *(8 1/ YGNP_ , = BRAT/0) + .3*1::;(8/YGNP). 
where TRA TE is  the average tax rate. B i<> government debt 
outstanding, YGNP i� nominal GNP. and BRAT/0 is an exog
enous target for the debt/GNP ratio. The coefficients were 
chosen with the object of producing a smooth. stable adjustment 
of BIYGNP to BRA T/0. 

11 Tax rate decreases in the United States and Canada are in 
fact unlikely to be desirable in the intervening years because of 
low initial saving rates in these countriel> and the fact that 
beyond 2025, government expenditures are projected to rise 
further. 
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that are about 3 percent, and in all countries real 
GNP per capita is lower by 2025. 

The tax rate function that we have assumed. 
though plausible, is rather arbitrary. Two alternative 
tax policies might involve either increases in tax 
rates to match increases in government expenditures 
when they occur-a sort or pay-as-you-go policy
or anticipatory tax increases. The former would 
tend to produce large tax increases in the years 
when the demographic changes were largest. Sharp 
tax increases may have undesirable effects on labor 
supply (Barro ( 1979)). To the extent that the demo
graphic changes can be foreseen, tax smoothjng 
would suggest that tax rates should increase grad
ually before the increases in government expendi
ture actually occurred: in effect. establishing a son 
of ''trust fund. "12 Moreover, earlier increases in tax 
rates would prevent rates from having to increase 
as much later (because the debt ratio would never 
rise to as high a level), and this would be desirable 
because higher tax rates would be associated with 
greater distortions. The path for taxes implied by 
such a policy is in fact not very different from the 
scenario of Table 28, except as regards the United 
States and Canada, where tax rates would increase 
gradually starting at the beginning of the simulation 
period. 

Of course, the case for tax smoothing would apply 
to taxes for all purposes, and we have deliberately 
not examined other reasons that might cause tax 
rates to change, For instance, because of the need 
to reduce existing large deficits. The latter would 
provide additional reasons in several countries For 
general tax rate increases. The issue of financing 
social security expenditures has been discussed by 
Halter and Hemming ( 1987) and Aaron, Bosworth. 
and Burtless ( 1989), among others. It is also possible 
that reductions of other government expenditures. 
rather than tax increases, could make room for the 
increases in expenditures linked to aging. 

Concluding Remarks 

These scenarios are illustrative of some of the 
issues. Subject to a number of caveats that are 
stated in the introduction to this note, there are two 
conclusions that do emerge from our analysis. First, 
projected demographic changes may produce sub-

12 ft is not necessary to assume that there would actually be 
a separate fund for demographic-induced expenditures. Indeed. 
excess revenues in early years might just serve to pay down 
existing government debt. or lead to a smaller increase in debt 
than would otherwise have occurred. The i mportant thing is 
that increased government revenues would not be offset by 
other forms of government spending. 
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Table 27. Effect of Tax Rate Changes in tbe Context of Demographic Shift, 2000-25 

(Deviation� from !>Cenurio with no tax rate change) 
2000 2005 2010 2015 2020 2025 

United States (/n percenf) 

Real GNP per capita 0.9 0.2 -0.4 -0.9 - 1.6 -2.6 
Real domestic demand per capita 2.7 3.3 3.1 2.8 2.7 2.5 
Real interest nne - 1 . 1  -0.5 -0.4 - 0.5 - 0.!! -0.9 
Real effective exchange rate 7.7 12. 1  1 1 .8 10.4 8.7 7.1 
GOP per worker 0.7 0.5 0.3 0.3 ()A 0.5 
Capital stock per worker 0.6 1.0 1 . 1  1 . 1  1 .3  1 .6 

(In perce/11 of GNP! 

Current account balance -0.9 - 1 .8 - 2. 1  -2.4 -3.0 -3.9 
General govt. financial balance 0.3 -0.9 - 2 . 1  -2.6 -2.6 - 2 . 1  
Private �aving - 1 . 1 -0.9 -0.0 0.4 0.0 - 1 . 1  
Gros� private inve5tment 0.0 -0.1 -0.0 0.2 0.5 0.7 
Net foreign assets -2.5 -8.4 - 1 5.1  -20.6 -26.3 -33.6 
Government debt -0.9 1.2 8.4 16.9 23.2 26.1 
T<LX rate -0.5 - 1.6 -2.4 -2.3 - 1.3 ().1 

Japan (in percenT) 

Real GNP per capiia - 1.6 0.1 0.9 1.9 3.2 5.0 
Real domestic demand per capita -4.6 -4.3 -3.8 - 3 . 1  -2.6 -2.4 
Real interest rate 0.2 - 1 .2 - 1 .3 - 1 .'\ - 1.2 - 1 .0 
Real effective exchange rate -8.7 - 13.4 - 1 3.8 - 1 2.9 - 1 1 .5 - 10.8 
GDP per worker - 1.8  -0.3 0.2 0.7 0.8 0.9 
Capital stock per worker -0.9 -0.4 0..1 1 .2 1.7 2. 1  

(In percem of GNP) 

Current account balance 1 .0  1.2 1.3 1.7 2.9 4.7 
General govt. financial balance 1.0 4.0 7.9 13 . 1  20.4 29.0 
Private saving 0.8 - 1.5 -5.3 - 10.3 - 16.9 -24.7 
Gross private investment 0.8 u 1.3 1 . 1  0.7 0.1 
Net foreign assets 6. 1 9.5 13.4 19.1 28.4 42.9 
Government debt - 1.9 - 13 . 1  - 36.0 -72.8 - 127.9 - 207.5 
Tax rate 2.4 5.6 8.5 10.7 12.3 13.7 

Germany. Federal Republic of (In pncenf) 

Real GNP per capita - 1.0 - 0.0 0.8 1.6 2.6 3.8 
Real domestic demand per capita -2.6 -3.2 -3.0 - 2.4 - 1.6 -0.8 
Real interest rate -0.3 -0.6 -0.7 -0.9 - 1 . 1  - 1 .2 
Real effective exchange rate - 1 .7 - 3 . 1  -3.6 -3.4 - '!..7 - 1 .8 
GOP per worker -0.9 -0.:! 0.2 ().4 0.6 0.7 
Capital �tock per worker - 0.3 -0.1 0.2 0.6 J.() 1.6 

(In pncenT ofGNPJ 

Current account balance 0.7 u 2.0 2.4 3.0 3.8 
General govt. financial balance u 3.6 6.1  9.3 14.() 20.5 
Private �aving -0.2 - 1.7 -3.7 -6.5 - 10.8 - 16.7 
Gross private investment 0.3 0.5 0.4 0.3 0.:! 0.0 
Net foreign assets 4.8 9.8 15.6 2 1 .3  27.1 33.9 
Government debt -2.3 - 13.5 -32.2 -57.9 -93.4 - 143.5 

Tax rate 1.9 3.9 5.5 6.9 8.:! 9.4 

France (In percenr) 

Real GNP per capita 0.2 0.0 -0.3 0. 1  -0. 1  - 1 .0  
Real domestic demand per capita 0.4 0.6 0.5 1 . 1  1 . 5  1.2 
Real interest rate - 0.7 -0.6 -0.5 -0.9 - l . l  - 0.9 
Real effective exchange rate -0. 1  1 . 1  1 .3  1 .0  1 . 5  2.3 
GDP per worker 0.3 0.3 0.0 0.7 1.0 0.5 
Capital stock per worker 0.4 0.8 0.8 l . l  1 .7  2.0 

(In percenT of GNP) 

Current account balance -0.5 -0.7 -0.8 - 1.0 - 1 .3 - 1 .7 
General govt. financial balance 0.7 1 . 3  1.6 2.5 4.3 6.5 
Private saving -0.8 - 1.8 -2.2 - 3 . 1  - 5.2 -7.8 
Gross private investment 0.3 0.2 0.2 0.4 0.4 0.4 
Net foreign assets - 1.6 -4.2 -6.6 -9.0 - 1 1 .9  - 15.4 
Government debt - 1.8  -6.5 - 10.6 - 15.9 -26.1 -41.7 
Tax rate 0.7 1 .() 1 .2 1 .7 2.7 3.8 
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Table 27 (concluded). Effect of Tax Rate Changes in the Context of Demographic Shift, 2000-25 

!Deviation� from o;cenario with no tax rate change) 

:woo 2005 2010 1015 2020 2025 

Italy fin percent) 

Real GNP p..:r capila - 1 .0 1 .2 0.6 -0.8 -0.2 3.8 

Real domestic demand per capita -1.4 -0.6 - 1.7 -3.2 -3.7 -0. 1  
Real interest rate 0.2 - 1 .3 -0.9 -0.3 -0.6 - 2.5 

Real eiTective exchange rate -2.7 - 5.6 -4.1 -3.3 -5.2 - 7 .0 
GDP per worker - l . l  1 . 1  0.5 - I .  I - 1 . 1  2.1 
Capital stock per worker -0.9 0.2 1 . 1  0.7 0. 1  1 . 8  

(In percent uf GNP! 

Current account balance 0.5 - 0 . 1  0.5 1.2 U! 1.6 
General govl. financial balance -0.6 0.6 4.5 7.3 12.6 22.4 

Private �aving 1 . 1  -0.0 -3.4 -5.9 - 10.4 - 19.7 

Gross private investment 0. 1 0.7 0.5 0.2 0.4 1.2 
Net roreign assets 1 . 0  0.3 1 .8 5.l:! 1 1 .0 16.6 

Government debt 6.3 6.2 - 1 1.2 -34.0 - 62.3 - 128.0 

Tax rate 0. 1  0.7 3.9 5.7 8.8 12.0 

United Kingdom (In percent) 

Real GNP per capita ().2 0.1 0.1 0.1  -0.1 -0.2 

Real domestic demand per capita 0.5 1 .0 1 . 1  1.2 1.4 1 .6 
Real interest rate -0.6 - 0.6 -0.6 -0.8 - 1.0 - 1 . 1  
Real etTective exchange rate 0.5 1.4 1.5 1 . 7  1.9 2.0 

GOP per worker 0.1 0.2 0.3 0.4 0.5 0.6 

Capital stock per worker 0. 1 0.5 0.7 0.9 1 . 2  1 .7 
(In percent of GNP! 

Current account balance -0.3 -0.6 -0.7 -0.6 -().!:< -0.9 
General govt. financial balance 0. 1 0. 1 0.4 1 . 1  2.7 5.0 

Private saving -0.3 -0.6 -0.9 - 1.6 -3.2 -5.5 
Gross private investment 0.2 0.2 0.2 0.2 0.3 0.4 

Net foreign assets - 1.4 -3.6 -6.0 -7.4 - 8.5 -9.7 

Government debt -0.3 -0.9 -2.0 - 5.0 - 12.5 -26.9 
Tax rate 0.1 0.1 0.3 0.9 2. 1 3.5 

Canada (In percent) 

Real GNP per capita 0.5 0.0 -0.4 - 1.2 - 2.2 -3.4 

Real domc�tic demand per capita 2.3 3.0 3.0 2.8 2.6 2.3 

Real interest rate -0.9 -0.4 -0.4 -o.o -0.8 -0.9 
Real eiTective exchange rate 5. 2  7.7 7.8 7.5 6.8 6.0 
GOP per worker 0.3 0.5 0.5 0.4 0.5 0.6 

Capital stock per worker 0.6 0.9 1 . 1 1.2 1 .5 1.8 

(In percent of GNP} 

Current account balance - 1 .4 - 2.6 -2.9 - 3 . 1  -3.9 -4.8 

General govt. financial balance -0.7 -2.8 -4.3 - 5.11 - 5. 1  -4.8 

Pnvate saving - 0.4 0.6 1 .8  2.4 2.2 1 .3  

Gross private investment 0.3 0.3 0.4 0.6 1.0 1.3 

Net foreign as�et� -4.3 - 12.7 - 2 1 .6 -28.6 -35.6 -44.2 

Government debt 1 .7 10.2 24.1 38.0 48.6 54.9 
Tax rate - 1 . 3 - 3 . 1 - 4 . 1  -3.8 -2.3 -0.2 

Smaller Industrial Countries (In percent) 

Real GNP per capita -0.1  0 . 1  0.2 0.6 1.0 1.5 

Real domestic demand per capita -0.5 �n.s -0.5 -0.2 0.0 0.2 
Real interest rate -0.5 - 0.6 -0.7 -0.9 - 1 . 1  - 1 . 1  

Real effective exchange rate - 0.2 -0.0 -0.0 0.1 0.5 0.9 

GOP per worker -0.2 0.0 0.2 0.4 0.4 0.5 
Capital stock per worker 0.2 0.4 0.5 0.� 1 . 1  1 . 5  

(In percent o/GNP) 

Current account balance 0.3  0.2 0.3 0.5 0.8 1 .2 
General govt. financial balance 0.6 1 .3  2.4 4.0 7.0 1 1 .5 

Private saving -0.2 -0.9 - 1.8 -3.3 - 6.0 - 1 0.0 

Gross private investment 0.2 0.2 0.2 0.3 0.2 0.2 

Net foreign assets -0.3 -0.1  1 . 1  3 . 1  5.8 9.5 

Government debt - 1 . 6  -5.8 - 1 2.3 -23.0 -41.2 - 7 1 . 2  

Tax rate 0.7 1.2 1.9 2.9 4.3 6.1 

Source: Fund �tafT projections 
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Table 28. Demographic Shift with Endogenous Tax Rates, 2000-25 

<Deviations from baseline) 

2000 2005 2010 2015 2020 2025 

United States (In percenl) 

Real GNP per capita -0.1 3.2 4.9 4.7 2.5 -0.1 

Real domestic demand per capita -2.7 - 1.7 - 1 .0 - 1.0 -2.2 -3.8 

Real interest rate 0.1 - 1 . 1  - 1 .4 -0.5 1 . 1  2.9 

Real effective exchange rate -9.1  - 15.5 - 16.6 - 14.0 -9.9 -5.3 

GOP per worker -2.0 - 1 .4 -0.4 1 . 1  2.0 2.2 

Capital stock per worker -2.2 - 3 . 1  - 1 .7 1 . 2  3.7 4.3 
(In percenl of GNP) 

Current account balance 1 . 1  2.5 3.1  J.O 2.8 2.7 

General govt. financial balance 0.8 0.9 0.7 -0.3 - 1.0 - 1 .3 

Private saving 0.7 2 . 1  3.0 J.6 3.6 3.0 
Gross private investment 0.3 0.5 0.6 0.3 -0.2 - 1 .0 

Net foreign assets 2.7 10.4 19.9 27.9 3 3 . 1  36.2 

Government debt - 1 . 5  - 4.7 - 6.5 -5.3 - 1 .3 3.5 

Tax rate -0 . .5 - 1 .6 -2.4 -2.3 - 1 .3 0.1 

Japan (In percenl) 

Real GNP per capita 0.4 - 3 . 1  -6.4 -9.5 - 1 1 . 8  - 13.2 
Real domestic demand per capita 6.8 7.2 5.8 2.4 - 1 .3 -4.7 

Real interest rate -3.3 - 1 .2 0.6 2.5 4.1  4.8 

Real effective exchange rate 18.8 35.0 43.0 41.4 32.7 21.5 

GOP per worker 4.4 5 . 1  4.8 3.2 1.2 - 0.5 

Capital stock per worker 5.1 9. 1  10.2 8.3 4.3 -0.5 

On pncen1 of GNP) 

Current account balance -2.5 -3.8 -4.4 - 4.5 - 4.4 -4.0 

General govt. financial balance -2.5 -2.6 - 2.8 - 2 . 1  - 1 .9 - 1.6 

Private saving 0. 1 - 1 .7 -2.7 -3.8 -4.2 -4.3 

Gross private investment 0.0 -0.5 - 1 . 1  - 1.5 - 1 .7 - 1 .8 
Net foreign assets - 1 3.4 -26.7 -38.5 -48.0 -55.() -59.0 

Government debt 7.5 16.3 23.0 26. 1  26.9 27.3 
Tax rate 2.4 5.6 8.5 10.7 12.3 13.7 

Germany. Federal Republic of (In percenT) 

Real GNP per capita -0.2 -2. 3  - 3.6 - 4.0 - 4.6 -5.8 
Real domestic demand per capita 0.8 1.0 0.8 -0.4 -2.1  -3.9 

Real interc�t rate - 1 . 1  - 1 .0 -0.7 0.3 1.7 3.6 

Real effective exchange rate 1.0 2.7 3.0 J , -... "1 1 .9 3.2 

GOP per worker 1.0 1 . 3  0.5 0.1 1.2 2.6 

Capital stock per worker 1.3 3.2 3.0 2.7 3.6 4.2 

(/n percent of GNP) 

Current account balance -0.5 - 1 . 8  -2.7 - 2.5 - 1 .8 -0.9 

General govt. financial balance - 1.9 - 1 .5 - 1 .5 - 1.5 - 1.6 - 1 .5 

Private saving 1.7 0.1 -0.8 -0.7 -0.5 - 0.9 

Gross private investment 0.3 0.4 0.4 0.2 - 0.3 - 1 .5 

Net foreign assets -3.3 - 8 . 1  - 1 5.0 - 2().9 -24.0 -23.5 

Government debt 6. 1 1 1 .4 14.6 16.6 1 8 . 1  19.0 

Tax rate 1 .9 3.9 5.5 6.9 �.2 9.4 

France (In perc·enl) 

Real GNP per capita -0.4 1 . 1  . 1.5 1.() - 0.3 - 1.6 

Real domestic demand per capita -0.9 - 0 . 1  - 0 . 1  -0.9 -2.2 - 3 .7 

Real interest rate -0.3 - 1.0 - 1 .0 0.0 1 . 5  3.0 

Real etTcctive exchange rate - 1.2 -4.1 -5.4 -5.5 - 4.R -3 .3 
GOP per worker -0.8 -0.2 - 0.3 0.7 1.6 2 . 1  

Capital stock per worker -0.7 -0.7 - 0 . 1  1.9 3.4 3.2 

(In percent of GNP) 

Current account balance 0.5 0.7 0.8 0.8 0.\1 1 . 3  

General govt.  financial balance -0.3 -0.2 -0.4 - ().8 - 1 . 1  - 1 .2 

Private saving 0.9 1 . 2  1 .6 1 .9 1.8 1.6 

Gross private inve�tment 0.0 0.4 0.5 0.2 -0.2 -0.9 

Net foreign assets 2.1 4.3 6.5 8.5 9.R 1 1 .8 

Government debt 2.2 2.9 2.9 4.1  6.6 9.0 

Tax rate 0.7 1.0 1.2 1.7 2.7 3.8 

I 1 1  
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Table 28. (concluded). Demographic Shift with Endogenous Tax Rates, 2000-25 

(Deviations from baseline) 
2000 2005 2010 2015 2020 2025 

Italy (In percenr J 

Real GNP per capita 0.8 -0.2 -2.0 - 1 .6 -4.4 -3.3  
Real domestic demand per capita 2 . 1  1 . 1  - 1 .4 - 1.9 -6.0 -5.2 
Real interest raie - 1 .4 -0.1 -0.0 0.3 2.8 2.0 

Real effective exchange rate 1 .8 4. 1 1 .3 -2.3 -3.7 -7.6 
GDP per worker 1 .7 1 .6 -0.9 0.3 - 1. 5  1 . !!  
Capital stock per worker 1 .8 3.0 1.3 1 .8 0. 5 0.7 

(In percenr of GNP) 

Current account balance -0.4 0.4 0.7 0.5 1 .2 0.2 
General govt. financial balance - 0.7 - 1 .2 -0.9 - 1 .7 -2.!! -2.5 
Private saving 0.6 1 . 1  1.4 2.1 3.2 2.6 
Gross private investment 0.3 -0.4 - 0. 1  - 0. 1 -0.7 -0.1  
Net foreign assets -0.6 0.1 1.9 2.7 5.6 7.4 
Government debt 0.3 2.2 12.0 15.6 22.9 29.0 
Tax rate 0.1 0.7 3.9 5.7 8.8 12.0 

United Kingdom (/11 pertenl) 

Real GNP per capita 0.0 0.8 1 . 2  0.6 - 1 .4 -2.3 
Real domestic demand per capita -0.8 -0.8 - 1 . 1  - 1.9 -4.3 -5.8 
Real interest rate -0.7 -0.9 -0.9 0.3 2.0 2.9 
Real effective exch<Lnge rate -2.0 -3.3 -4.9 - 5. 1  -5.9 -7.0 

GDP per worker -0.1  -0.4 -0.5 0.4 -0.1 1.0 

Capital stock per worker - 0. 1 -0.3 0.0 1 .6 1.7 1 . 3  
(In pen·e111 of GNP) 

Curren! account balance 0.4 1 . 1  1 .0 0.9 0.3 -0.1  
General govt. financial balance 0.0 -0.1  - 0.3 -0.6 - 1 . 1  - 1 . 1  
Private saving 0.7 1 .4 1.8 1.8 1.4 0.7 
Gross private investment 0.3 0.2 0.5 0.2 - 0.0 -0.2 
Net foreign as�ets 0.9 4.8 7.7 9.4 8.9 6.3 
Government debt 0.2 0.2 1 . 0  2.7 6.1  9.5 
Tax rate 0.1 0.1 0.3 0.9 2.1  3.5 

Canada (In percelll) 

Real GNP per capita 0.2 2.8 3.5 2.4 -0.2 -3.3 
Real dome!>tic demand per capita - 1 . 1  1 .2 1 .7 1.0 0.7 -2.9 
Real interest rate - 0.5 - 1.4 - 1 .5 -0.4 1 . 1  3.3 
Real effective exchange rate -5.5  -7.7 -7.1 -4.9 - 1 .8 2.4 
GDP per worker -0.3 -0.0 0.5 1.8 2.5 3.0 

Capital stock per worker -0.3 -0.5 1 . 1  3.7 5 .5 5.8 
(/11 perc ell/ of GNP! 

Current account balance 1 . 3  2.4 3.0 2.8 2. 1 1.5 
General govt. financial balance 1 .6 1.3 0.8 -0.4 - 1 .3 - 1.9 
Private saving 0.0 1 .3 2.2 2.:'i 1.8 0.4 
Gross private investment 0.3 0.2 - 0.0 -0.7 - 1 .6 -2.9 
Net foreign assets 4. 1 12.2 2 1 .3 28.1 3 1.0 30.2 
Government debt -4.0 -9.2 - 10.8 - 8.0 -2.0 4.8 
Tax rate - 1 .3 - 3 . 1  -4.1 -J.S -2.3 -0.2 

Smaller Industrial Countries (/n percent} 

Real GNP per capita -0.2 0.8 0.3 -0.7 -3. 1 -5.3 
Real domestic demand per capita -0.1 0.8 0.5 -0.3 -2.3 -4.2 
Real interest rate - 0.8 - 1 . 1  -0.7 0.3  1.9 3.3 
Real effective exchange rate -0.2 - 1 .0 - 1.0 - 1.3 - 1.2 - 1 . 1  
GDP per worker -0.2 0.6 0.4 1 . 1  1.4 1.7 
Capital stock per worker 0.1 0.9 1 . 7  3 . 1  3.7 3.0 

(In pen·enr of GNP! 

Current account balance -0.0 0.2 0.0 -0.3 -0.8 - 1 . 1  
General govt. financial balance -0.5 -0.5 -0.8 - 1 . 1  - 1.5 - 1 .6 
Private saving 0.7 1 . 0  1 . 1  0.8 0.3 -0.6 

Gross private investment 0.3 0.3 0.3 0.0 -0.4 - 1 . 1  

Net foreign assets 1 . 1  1 .6 1 .2 -0.7 -3.4 -6.8 
Government debt 2 . 1  3.3 5.0 7.4 10.8 14.5 

Tax rate 0.7 1.2 1.9 2.9 4.3 6 . 1  

Source: Fund staff projections 
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stantial changes in macroeconomic variables in in
dustrial countries. In particular. in the next three 
decades, 1996-2025. they can be expected to naJ-row 
present current account imbalances by reducing 
U.S.  deficits and Japanese and German surpluses. 
Second. tax policies can help to influence the path 
for capital accumulation needed to attenuate the 
effects on real per capita income in the face of a 
reduction in the prop011ion of the population that 
is in the labor force. A policy that avoids tax 
increases and thereby leads to large increases in 

Concluding Remarks 

government indebtedness in response to rising gov
ernment transfer payments and medical expendi
tures would crowd out capital formation. Such 
crowding out can be prevented by tax increases that 
finance the additional government outlays. Fiscal 
policy along these lines to deal with the macroeco
nomic effects of an aging population can raise the 
capital stock available for the smaller proportion of 
the population that is working and thereby mitigate 
the adverse consequence on real income. 
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Statistical Appendix 

Assumptions and Conventions 

The -.tatistical tables in this appendix have been 
compiled on the basis of information available on 
or before April 17.  1990. The recording of the figures 
for 1990 and beyond with the -.arne degree of 
preci-.ion a� the historical figure-. i� -.olely 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 1991 
are predicated on a number of assumptions and 
working hypotheses: 

I .  For the major currencies, the average exchange 
rates in March 1990 will remain unchanged in real 
term� through the end of 1991.  

2. ··Pre�ent" policie� of national authorities will 
be maintained. 

3. The price of oil will average S 17.65 in 1990 and 
will remain constant in real term-. thereafter. 

U.S.  dollar/SDR conver.,ion rates used in this 
report are. for the historical period, the geometric 
average� of daily rates given in the Fund's Inter
national Financial Statistic.� (IFS). For 1 990 and 
1991 . the exchange rate assumptions specified above 
imply average U.S.  dollar/SDR conversion rates of 
1 .309 and 1 .3 17.  respectively. 

Classification of Countries 

The group of industrial countrie.\ <23 countries) 
compri�es: 

Au,traha 
Au\tria 
Bclg1um 
Canada 
Den marl.. 
Fmland 
f-mnce 
Germany. Fed. Rep. of 

Greece 
Iceland 
Ireland 
Italy 
Japan 

Luxembourg 
'letherland' 
"'e\\ Zealand 

Norway 
Portugal 

Spain 
Sweden 

5,, iLLerland 

Lmted Kmgdom 
lJ nited State\ 

The -.even largest countrie� in thi-. group in terms 
of GNP-the United States. Japan, the Federal 
Republic ofGermany. France, the United Kingdom. 

Italy, and Canada-are collectively refen-cd to as 
the major industrial countries. 

The European countries arc 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 dio;tinguished as a 
'>Ubgroup.1 They are: 

BelgiUm Greece "\etherland' 
Dcnmarl.. Ireland Portugal 

I mnce Italy Spain 

Germany. Fed. Rep. of l u\embourg United Kingdom 

The de1·eloping cm1111rie., include all other Fund 
members (as of early 1990).� together with certain 
essentially autonomous dependent territorie� for 
which adequate statistic!> arc available.3 The re
!.fional breakdowns of developing countries conform 
to the classification used in the Fund's lmemational 
Financial Statistics. I t  o;hould be noted that. in thi-. 
classification. Egypt and Libyan Arab Jamahiriya 
arc classified as part of the Middle East. not Africa. 

In addition to their regional classification. the 
developing countries are abo grouped according to 
analytical criteria. Specifically, countries are clas
sified by ( I )  predominant export; (2) financial cri
teria; 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 (SlTC 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 exp011 base." 

1 Composite data :.hown in the table' under the heading 
European Community cover the current members of EC for all 
year .... even though the member:.hip ha' changed over time. 

l The data ba!>e for Angola i' not yet mtegrated in the World 
l::conomk Outlook data ba:.e. 

' It  ... hould be noted that the term "countr} ·· u ... ed m thl\ 
report doc' not in all ca:.e' refer to a territorial entity that i!> a 
,tate a� understood by international Ia\\ and practice. The term 
also covers :.ome territorial entitic' that arc not state� but for 
which data are maintained and provided internationally on a 
separate and independent baw •. 
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A further distinction is made among the exporters 
of primary products on the basis of whether coun
tries· exports of primary commodities (other than 
fuel) consist primarily of agricultural commodities 
(SITC 0. 1 .2 except 27. 28, and 4) or minerals <SITC 
27 and 28 and diamonds and gemc;tones) .  

The financial criteria first distinguish bet ween 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 difficultiec; they have faced. 

The country groups shown under the heading 
""miscellaneous groups" comprise sub-Saharan Af
rica;4 1 2  major oil exporters: net debtor fuel ex
porter::.: four 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. export� of goods and services, and level of 
indebtedness. A detailed account of the analytical 
country classification scheme is provided below. 

Countries Classified by Predominant Expon 

Fuel ( 18 countries) 
Count ric� whose average 1984-86 ratio of fuel 

exports to total cxpons exceeded 50 percent arc 
assigned to the fuel category. The group comprises: 
Algeria 
Cameroon 
Congo 
Ecuador 
Gabon 
lndone�ia 
Iran. blamJc 

Rep. of 

Iraq 
Kuwait 
Lihyan Arab 

Jamahiriya 
Mexico 

Nigeria 
Oman 

Qawr 
Saudi Arabiu 
Trinidad and Tobago 
United Arab Emirate� 
Venezuela 

Non�{uel exports ( 1 1 4 countries) 
This category seeks to identify countries with 

total exports of goods and services including a 
c;ub::.tantial share of (a) manufactures, (b)  primary 
products. or (c) services and private transfers. 
However, countries whose export structure i::. so 
diversified that it does not fall clearly into any one 
of the other three groups arc 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 1984-86 are included in the group of exporters of 
mam�{actures ( 1 5  countries). This group comprises: 
BraLil 
China 
Hong Kong 
Hungary 
India 

lsracl 
Korea 
Poland 
Romania 
Singapore 

' Exclud1ng N igeria and South Africa. 
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Ta1wan Prov. of China 
Thailand 
Tunisia 
Turkey 
Yugoslavia 

b. The group of exporters of primary 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) 
accounted for at least half of their total export� in 
1984-86.� These countries are: 

Afghanbtan Gh<ma Paraguay 
Argentina Guat�mala Peru 
Bhutan Guinea Rwanda 
Boliv.a Guinea-Bissau Sao Tome and Pnnc1pe 
Bot\wana Guyana Solomon l\land' 
Burundi Hondura� Somalia 
Central African Kenya Sri Lanka 

R.:p. Lao People·� St. Vincent 
Chad Dcm. Rep. Sudan 
Chile Liberia Suriname 
Colombm Madaga�car Swutland 
Comoro� Malawi Togo 
Co,ta Rica Mali Uganda 
C:6tc d"lvoire Mauritania Urugua) 
Djibouti Mauritiu� Viet Nam 
Dominica Myanmar Lairc 
El Salvador Nicaragmt Zambia 
Equatorial Guinea Niger 
Gambia. fhe Papua New Guinea 

Among primary product::. a further distinction is 
made between agricultural products anti minerals. 
The group of mineral exporters ( 1 3  countries) com
prises: 

Bolivia 
Botswana 
Chile 
Guinea 
Guyana 

Liberia 
Maurnania 
Niger 
Peru 

Suriname 
Togo 
Zai·re 
Zambia 

The agricultural exporters (40 countries) consist 
of all other exporters of primary products. They 
are: 

Afghani�tan 
Argentina 
Bhutan 
Burundi 
Central African 

Rep. 
Chad 
Colombia 
Comoro' 
Co�ta Rica 

EquatoJ·ial Guinea 
Gamb1a. The 
Ghan<� 
Guatemala 
Guinea-Bissau 
Hondura� 
Kenya 
Lao People·� Dem. 

Rep. 

N1caragua 
Papua N.:w Guinea 
Par.tguny 
Rwnnda 
Sao rome and Princir� 
Solomon hland� 
Somalia 
Sri Lanka 
St. Vincent 
Sudan 

C6tc d ' lvoire Malawi SwaLiland 
Djibouti Mah Ugand<t 
Dominica Mauritius Uruguay 
El Salvador Myanmar Vtet Nam 

c. The exporters of sen·ices and recipient.\ of 
pril"(lfe transfers (33 countrie�) are defined a� those 
countries where income from services and private 
transfers in 1 984-86 accounted for more than half 
of total export earnings. This group comprise::.: 

' For some countries. detailed data on commodity trade arc 
not yet available for thb period. The a:.signment to thi� group 
of .. borderline case 

.. 
countries will  therefore have to he reviewed 

as data become available. 
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\nllgua and (irenada Pal.l\tan 
13arouda Jam<tica Panama 

13aham<t' '!he Jllrdan Scychellc' 
Baroado' K.nh;ttl Rep ot St Knh and Ne"i' 
Burl..tna f '"u l.eh<tnun St Lucta 
Camt>odta Le,othu Tanl'<tOia 
(. <tpc \ erde \1aldl\ c' Tonga 
c� pru-. \I <tit a Vanuatu 
Dommie an \lt11<1 mhlque \\ c'tem Samoa 

Repuhh� "'ep<tl \ .:men Amb Republic 
lc.g\ pi Netherland, Yemen. People·, Dem 
Lth1Up1a Anulle' Rcp. of 
FIJI 

d .  Countrie., wirh o dh·ersified export hase ( 1 3  
countries) arc tho�c who-.c export earnings in 1984-
86 were not dominated by any one of the categoric� 
mentioned under (a) to (c.:) above. The group com
pri�e": 

Bahrain 
Bangladc'h 
Hehtc 
H.:nin 
lia111 

Mal�•Y'"' 
Morocco 
PhthpplllC\ 
Senegal 

Sierra Leone 

South Africa 
Synan Arab Republic 
Ztmbatm.: 

Countrie� Clas�ificd by Financial Criteria 

Net c reclitor cou11frie' CR countric'>) arc defined 
a-. all developing count ric-. that unambiguou!)ly were 
net external creditor'> in 1987 or that experienced 
'>Ub'>tantial cumulated current account surpluses 
<excluding official tr<tn'>fer�) between 1967-68 (the 
beginning or mo�l balance of payments series in the 
World Ecollolllic Outloo/.. data ba'>C) and 1 987. The 
net creditor group con'>bts of the following econ
omic'>: 

Iran 
Kuw;ut 
L1byan Arab 

Jumahinya 

Oman 
Qatar 
Suudt Arabta 

Taiwan Prov. of China 
U nited Arab Eminlle� 

Net dehtor C0/1/Ifrie.\ ( 124 countries) are disaggre
gated according to two criteria: (a) predominant 
type of creditor. and (b) experience with debt 
servicing. 

a. By prec/omintu/1 rype l�( creditor (sourcel> of 
borrO\\ ingl 

Mar/..et hormwen (21  countrie::.l arc defined a'> 
net debtor countric" with more than two third' of 

their total liabilitie'> out '>landing at the end of 1 987 
owed to commercial creditor-.. They comprise: 

Algcna 

Antigua and 
Barbuda 

Argentma 
Bahama-.. fh.: 
Barbado' 
13nlLII 
Chile 

Ecuador 
I long Kong 
llungar} 
Korea. Rep. of 
Malay \Ia 
Me,\tCO 
Papua New Gumea 

Ph1ltppim:' 

Singapore 

South Africa 
Suriname 
Tnntdad and 

Tobago 
Uruguay 
Vcne;wcla 

Statistical Appendt\ 

0./.ficial horro11·en (oX countries) are defined a'> 
net debtor countric'> with more than two third., of 
their total liabilitie-. oul'>tanding at the end of 1 9�7 
ov. ed to official creditor'>. Thi'> group compri'>e'>: 

\fghant\tan 
Banglade\h 
Beltte 

Bhutan 

(Jutnca-Ht"au 
lia111 
llondura' 
Jama1ca 

Kenya 

Poland 
Rwanda 
Senegal 
S1crra Leone 
Somalia 
Sn Lanka 

Bolivia 
Bot\\\ana 
Burktmt ht'o 
Uurundt 
Cambodta 
Cape Vade 
Ccntral Afncan 

Ktnbatt. Rep of 
l.ao Peuple'' Dem 

Rep. 
St. Kitb and Nc\1' 

St. Lucia 

Rep. 
Chad 
Comoro\ 
Djibmlli 
Dnmmica 
Egypt 

Le,otho 
!.theria 
Madaga,cat 
M;tlaw1 

Maldive, 

Malt 

St. Vincent 
Sudan 
Sw�lliland 

fanL:.tnia 
rogo 

Tonga 
Uganda 
Vanuatu 
Viet Nam 

El Salvador 
Equatom1l Gumca 
Ethiopia 

Malta 
Mau1itan1a 
Mauritiu' 
M(lfOCCO 
MOtamhtquc 
Myanmar 
Nepal 

We�tern Samoa 
Yemen Arab Rep. 
Yemen. People·-. Dcm 

Gambta. I he 
Ghana Netherland-. Anulle\ 

Grcnadit '-tg.:r 
Gumea Pal..l\tan 

Rep. of 
Zaire 
Z<tmbia 

Dil·er.,ated horrowas (35 countries) con�i�t of 
tho-.e net debtor developing countries that are nei
ther market nor officml borrower'>: 

Bahratn 
Benin 
Cameroon 

(,ahon 
<•uott.:mala 
c.uvana 

Paraguay 
P.:ru 

Romania 
Chtna lnd1a Sao Tom.: and J>rinc1p.: 
Colomht.t lnuone'ta Seychelles 
Congo 
C'o,ta Ru:a 
C(llc d'hotrc 

Iraq 
h1acl 

Jordan 

SolomllO l�land' 

Synan Aral:> Repuhlt� 

Thailand 

Cypru-. l .ch;mun l unl\iH 
Domtmcan Nicaragua Turkey 

Rcpuhlic Nigl·ria Yugo�lavia 
Ftjt Panam.t Zimhatme 

b. /Jy e.\perie11ce with debt setTicing 

Counrrie.\ wirh recent clebt-.�en•icin!( d!fficulrie.\ 
en countrie�) arc defined a� those countrie<; that 
incurred external payment:. arrear� or entered offi
cial or commercial bank debt rescheduling agree
ments during 19H6-HH. Information on the..,e devel
opment'> i'> taJ..en from relevant i-.suc'> of the Fund·-. 
Annual Report 011 £.\change Arrangement.\ ami 
f:.xclwnge Re.\tric tion.\. 

All other net debtor countrie'> are cla:>�ified a.., 
not having e\pericnced recent debt-�ervicing prob
lem'>. 

Miscellancou� Group::, 

S11b-Soharan Afi'ica compri�c.., all African coun
tries (as defined in International Financial Stati.\tic.,) 
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Table A. Developing Countries: Shares of Various 
Subgroups in Aggregate GDP, Exports of Goods 
and Services, and Debt Outstanding, 1985-87 

(In percent) 

Expons of 
Goods and 

GDP Services Debt 

Developing Countries 100.0 100.0 llK).O 

By region 

Africa 1 1 .9 1 1 .0 1 5. 3  
Asia 34.0 41.9 25.8 
Europe 8.9 10.0 10.0 
Middle Ea�t 15 .7 19.8 13.5 
Wc�tcm Hemi;,phere 29.5 1 7.3  35.4 

By predominant export 

Fuel 28.9 28.8 27.1 
Non-fuel exports 7 1 . 1  7 1 . 2  729 

Manufacture� 49.0 49.4 36.4 
Primary product� 1 1 .9 8 . 1  18.8 

Agricultural products 10.0 5.6 13.5 
Minerab 1 .9 2.5 5.3 

Services and private 
transfers 3.6 4.7 7.9 

Diver�ified export ba�e 6.6 9.0 9.8 

By financial criteria 

Net creditor countries 13.5 2 1 . 0  5.3 

Net debtor countrie� 86.5 79.0 94.7 
Market borrowers 37.9 41.7 43.4 
Diversified borrowers 38.1 28.9 31 .9 
Official borrowers 10.5 8.4 19.4 

Countries with recent debt-
�uvicing difficulties 48.2 34.0 6 1 . 1  

Countries without debt-
servicang difficulties 38.3 45.0 33.6 

Miscellaneou:. groups 

Sub-Saharan Africa 4 0 3 .9 7.2 
Twelve major oil exporter� 2 1 . 7  23A 16.9 
Net debtor fuel exporters 17.8 14.8 22.7 
Four newly industrializing 

Asian economies 7.5 24.6 5.4 
Small low-income economies 6.0 3.5 9.4 
Fifteen heavily indebted 

countries 33.8 20.4 -1 1 .0 

except Algeria, Morocco. N igeria, South Africa. 
and Tunisia. 

The group of 12 major oil exporters comprises: 

Algeria 
Indonesia 
Iran. Islamic 

Rep. 
Iraq 

Kuwait 
Libyan Arab 

Jamahiriya 
Nigeria 
Oman 

Qatar 
Saudi Arab1a 
United Arab Emirate� 
Venezuela 

The four newly industrializing Asian economies 
are: Hong Kong, Korea. Singapore. and Tajwan 
Province of China. 

120 

The net debtor .fiud exporters are those I I  fuel 
exporters that are not net creditor countries. They 
are: 

Algeria 
Camemon 
Congo 
Ecuador 

Gabon 
lndone�ia 
Iraq 
Mexico 

Nigeria 
Trinidad <Jnd Tob<�gn 
Venezuela 

The group of small low-income economies (45 
countries) comprises those Fund members, exclud
ing China and India, whose GOP per person. as 
estimated by the World Bank. did not exceed the 
equivalent of $425 in 1986. These countries are: 

Afghanistan Guinea Niger 
Bangladesh Guinea-Bissau Pakistan 
Benin Guyana'' Rwand<J 
Bhutan Haiti Sao Tome and Principe 
Burkina Faso Kenya Senegal 
Burundi Lao People·, Dem. Sierra Leone 
Cambodia Rep. Somalia 
\:entral African Le�otho Sri Lanka 

Rep. Madaga�car Sudan 
Chad Malawi Tanmnia 
Comoro� Maldive� Togo 
Equatorial Mali Uganda 

Guinea Mauritania Vanuatu 
Ethiopia Mo1.ambique Viet Nam 
Gambm. The Myanmar Zaire 
Ghana Nepal Zambia 

The group of /5 hem·ily indebted cotllttrie.,· 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 C<>te d ' l  voire Peru 
Bolivia Ecuador Philippin.:' 
Brazil Mexico Uruguay 
Chile Morocco Vene1.ucla 
Colombia Nigeria Yugoslavia 

Except where otherwise specifically indicated. 
the Union of Soviet Socialist Republics, nonmember 
countries of Eastern Europe. Cuba. and North 
Korea are excluded from the tables in this report. 
Also, it has not been possible to include in the tables 
a number of small countries or territories for which 
trade and payments data are not available. 

'• Although Guyana·� e�timated GOP per person �lightly exceeded 
the threshold of $425 in 1986. it dropped con�iderably in 1987: 
Guyana has therefore been included among the low-income coun
tries. 
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Table A J .  World Output, 1972-9J 1 
{Annual change�. in percent ) 

World 

Industrial countries 

United States 
Japan 
Germany. Fed. Rep. of 

Other indu�trial countric� 

Developing countries 

By region 

Africa 
A�ia 
Europe 
Middle East 
Western Hemisphere 

By analytical criteria 

Fuel exporters 
Non-fuel exporters 

Market borrowers 
Official borrowers 

Countrie� with recent debt-
�crvicing difficulties 

Countrie� without debt
servicing difficultic� 

Other countries' 

Average' 
1972-81 1 982 

3.5 

3.0 

2.7 

4.6 

2.4 

2.9 

5.0 

3.1 

5.6 

4.3 

6.0 

5 . 1  

5.9 

4.6 

5.5 

.U 

4.4 

5.3 

4.6 

0.5 

�.3 

-2.5 

3 . 1  

- 1 .0 

lUI 

2 . 1  

2.0 

5.6 

1 . 2  

1 . 3  

- 1 . 1  

0.8 

2.7 

0.4 

2 . 0  

0 .  I 

5.3 

2.4 

19!U 

2.7 

2.7 

3.6 

3.2 

1 .9 

1 .8 

2.2 

-I.  I 
8.0 

2.4 

1 .7 

-2.8 

...().5 

3.5 

-0.5 

2.9 

- 1 . 8  

7. 1 

3.3 

1984 

4.4 

4.9 

6.8 

5 . 1  

3.3 

3 . 1  

4.0 

0.8 

!U 

5.0 

-0.9 

3.4 

0.2 

5.9 

4. 1 

3.9 

2.6 

7.7 

2 . 1  

1985 

3.3 

3.4 

3.4 

4.9 

1 .9 

3. 1  

3.9 

4 . 1  

6.8 

2.7 

-0.2 
3.5 

1 6  

5.0 

3.0 
-U 

3.3 

6.6 

1 . 4  

1986 

3.0 

2.7 

2.7 

2.5 

2.3 

2.7 

4.0 

2.3 

6.8 

4.4 

-0.6 

4.0 

..() I 
5.9 

4.1 

4.4 

3.5 

6.3 

2.7 

1987 

3.4 

3.5 

:u 
4.6 

1 .7 

3.2 

3.8 

1 . 1  

8.0 

2.4 

-0.8 

2.9 

0.2 

5.4 

3.8 

3 . 1  

2.4 

7.1  

1 .8 

1988 

4 . 1  

.&.4 
4.4 
5.7 
3.6 

3.8 

4.1 

2.3 

9.0 

1 .3 
:u� 
0.3 

2.8 

4.7 

2. 1 

-U 

1 .7 

7.6 

1 .8 

Output: Summary 

1 989 

3.0 

3.5 

3.0 

4.9 

4.0 

3.2 

3.0 

2.9 

5 . 1  

0.3 
3.9 

0.9 

3 . 1  

2.9 

2 . 3  

2.4 

1 .4 

4.2 

-0.4 

1990 

2.3 

2.7 

1 .7 

4.4 

3.5 

2.4 

3.2 

2.7 

5.4 

0. 1 

3.2 

1 .4 

3.7 
3.0 

2.4 

1.7 

1.4 

5 . 1  

- 1 .7 

1991 

3.1 

2.9 

2.3 
4.2 

2.7 

2.8 

4.5 

3.0 

5.7 

3.0 

3.4 

4.2 

3 9 

4.6 

4.7 

4.0 

3.8 

5.3 

2.0 

' Real GOP Cor GNP) for industrial and developing countric� and real net material product {NMP) for other countries. 
Composites for the country groups arc averages of percentage changes for individual countric' weighted by the average U.S. dollar 
value of their respective GDPs (GNPs or NMPs where applicable) over the preceding three years. Because of the uncertainty 
�urrounding the valuation of the composite NMP of the other countric�. they have been assigned -somewhat arbitrarily-a weight 
of 1 1  percent in the calculation of the growth of world output. 

1 Compound annual rates of change. Excluding China. 
1 The U.S.S.R. and countries of Eastern Europe that arc not members of the Func.l. 
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Output: Industrial Countrie� 

Table A2. Industrial Countries: Real GNP and Total Domestic Demand, 1972-91 1 

(Annual changes, in percent) 

Average; 
Fourth Quarter' 

1972-81 1982 1983 1984 19R5 1986 1987 1988 1989 1990 1991 1989 1990 1991 

Real GNP 

Canada' 4.4 -3.2 3.2 6.3 4.8 3 . 1  4.5 5.0 2.9 1 . 6  3 . 1  2.4 1 . 6  3.7 
United State� 2.7 -2.5 3.6 6.!! 3.4 2.7 3.7 4.4 3.0 1 .7 2.3 2.6 1 . 7  2.5 
Japan 4.6 3 . 1  3.2 5 . 1  4.9 2.5 4.6 5.7 4.9 4.4 4.2 4. 7 4.3 4.2 
France' 2.9 2.5 0.7 1 . 3  1 . 9  :u 1 .9 3.5 3..4 3 . 1  3 . 1  3.8 3.2 3 . 1  
Germany. Fed. Rep. of 2.4 -1.0 1 .9 3.3 1 .9 2.3 I. 7 3.6 4.0 3.5 2.7 3.7 3.9 2.5 
Italy" 3.7 0.3 1 . 1  3.0 2.5 2 6  3.0 -1.2 3.2 3.0 2.9 2. 1 3.0 2.9 
United Kingdom$ 1 . 6  1 . 7  3.6 2. 1 :u 3.6 -1.8 4.4 2.3 1 . 1  2.2 2.0 0.8 2.6 

Other industrial countrie� 2. 7 0.5 1 . 6  3.5 3.2 2.4 2.9 3.3 3.6 2.5 2.8 

All industrial countries 3.0 -0.3 2.7 �.9 3.4 2.7 3.5 4.4 3.5 2.7 2.9 
Of whtch. 

Seven major countries above J.O -0.4 2.9 5 . 1  3.-1 2.7 3.6 4 . 6  3.5 2.7 2.9 3.2 2.7 3.0 
European countries 2.6 0.8 1 . 8  2.5 2.6 2.6 2.7 3.7 3.-1 2.7 2. 7 
European Community 2.7 0.8 1 . 7  2.5 2.4 2.6 2.7 3.8 3.4 2.9 2.9 

Real total domestic demand 

Canada 4.7 -6.6 -U 5 . 3  5.3 4.2 4.9 5.R 5.5 2.3 2.9 4.8 1 . 3  3.7 
United State; 2.4 -1 . 9  5 . 1  8.7 3.8 3.3 3.2 3.3 2.4 1 .6 2.3 1.9 1 .7 2.6 
Japan -1.0 2.8 1.8 3.8 4.0 4.1 5.-l 7.6 5.9 4.7 3.9 6.5 3.5 -1.2 

France 2.7 3.5 -0.7 0.-l 2.5 4 . 1  3.0 3.9 3 . 1  3 . 1  3.0 3.0 3.2 2. 7 
Germany. Fed. Rep. of 2. 1 -2.0 2.3 2.0 O.R 3.5 2.9 3 . 7  2.R 3.5 2.6 3.6 2.3 3 . 1  
Italy 2.7 0.3 -0.6 3.9 2.7 2.l) 4.7 -U 3.3 3.3 3.0 2.2 3.3 3.0 
United Kingdom 1 . 3  2.2 5.2 2.6 2.8 4.2 5.6 7 .6 3.2 -0.7 1 . 6  -0.4 0.2 2 . 1  

Other industrial countrie� 2.5 0.6 0.2 2.7 3.4 3.4 3.4 :u; 4.4 2.7 3.0 

All industrial countries 2.6 -0.2 2.9 5.2 3.4 3.6 3.8 4.6 3.6 2.6 2.8 
Of which, 

Seven major countries above 2.7 -0.3 3.3 5.6 3.-l 3.6 3.9 -1.7 3.5 2.6 2.8 3.2 2.3 3.0 
European countries 2.2 0.8 1 . 3  2. 1 2.4 3.8 3.8 4.5 3.4 2.7 2.7 
European Community 2.3 0.8 1 . 2  1 .9 2.2 3.8 3.9 4.6 3.5 2.7 2.8 

1 Composites for the country groups are average' of percentage change� for individual countrie� weighted by the average u.s.  
dollar value of their respeerive GNPs over the preceding three years. 

1 Compound annual rates of change. 
' From fourth quarter of preceding year. 
' GDP at market prices. 
� Average of expenditure, income. and output e�timatc� of GDP <11 market price� . 
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Output: Industrial Countries 

Table A3. lndustriaJ Countries: Components of ReaJ GNP, 1972-91 1 

c Annual change�. in percem) 

Average1 
1972-81 1982 1983 1984 1985 1986 19�7 1988 1989 1990 1991 

Consumer expenditure 

Canada 4.6 -2.6 3.4 4.6 5.2 4.2 4.9 4.3 4.0 2.4 2.5 

United States 2.8 1 . 3  4.7 4.8 4.7 3.9 2.8 3.4 2.7 1 . 7  2.0 

Japan 4.5 4 . 1  3.2 2.7 2.7 3 . 1  4.3 5 . 1  3.5 4.2 3.9 

France 3.2 3.5 0.9 1 . 1  2.4 3.7 2.7 2.8 2.9 2.8 2.8 

Germany. Fed. Rep. of 2.7 - 1 . 3  1 .7 1 .5 1 .4 3.4 3.5 2.7 1 . 7  3.4 2.2 

Italy 4. 1 1 .3 0.6 2 . 1  3 . 1  3.8 4.2 4. 1 3.8 3.2 2.8 

United Kingdom 1 .9 0.9 5 . 1  1 . 8  3.7 5.5 6.1 7 . 1  3.8 1 . 3  1 .2 

Other industrial countrie� 2.8 1 . 0  0.8 1.4 3 . 1  3.2 2.8 2.5 3.3 2.7 2.6 

All industrial cou ntries 3.1 1 .4 3.1  3.2 3.7 3.7 3.4 3.7 3.0 2.7 2.6 

Of which. 
Seven major countries above 3 . 1  1 . 5  3.5 3 .4 3.8 3.8 3.5 3.9 3.0 2.6 2.6 

European countries 2.9 0.8 1 .7 1 .4 2.7 3.9 3.7 3.5 2.9 2.8 2.4 

European Community 2.9 (J.ll 1 .7 1 . 4  2.5 3.9 3.8 3.7 3 . 1  2.9 2.4 

Public consumption 

Canada 3.5 2.4 1.4 1 . 2  3.2 1 . 7  0.7 3 . 1  2.2 1 .5 1 . 0  

United State� 1 . 1  1 .9 1 . 1  4.4 7.9 4.2 2.6 0.4 2.7 2.0 1 . 6  

Japan 4.7 1 . 9  2.9 2.8 1 .7 6.2 -0.6 2.2 2 . 1  1 . 8  2.0 

France 3 . 3  3 . 7  2 . 1  1 . 1  2.3 1 .7 3.0 2.3 2.2 2.0 2.0 

Gem1any. Fed. Rep. of .1 . 1  -0.8 0.2 2.4 2 . 1  2.6 1 . 5  2.2 -0.8 2.5 2.0 

Italy 2.9 2.9 2.9 2.5 3.5 2.9 3.7 2.8 0.5 2.0 2.0 

United Kingdom ') ') 0.8 2.0 1 . 0  1 . 9  1 . 1  0.-1 0.5 1 . 0  

Other industrial countrie� 3.9 1 .5 2 6  1 . 7  3.3 2.9 2.9 1 . 9  2.5 1 . 3  1 . 8  

All industrial countries 2.5 1.7 1.8 3.0 4.7 3.7 2.0 1.4 2.0 1.8 1.7 

Of which. 
Seven major countries above 2.3 1 .8 1 . 6  3.2 4.9 3.9 1 . 9  1 .4 1 .9 1 . 9  1 . 7  

European countries 3.2 1 . 6  1 . 8  1 . 6  2.2 2.4 2.5 2.0 1 . 1  1 . 7  1 . 9  

European Community 3.2 1 . 5  1 .6 1 .6 2 . 1  2.4 2.5 2.0 0.9 1 . 6  1 . 7  

Gross fixed investment 

Canada 6.5 - 1 1 .0 -0.7 2 . 1  9.5 5.7 1 1 .7 13.2 7 . 1  4.3 4.4 

United States 2.7 -9.6 8.2 16.8 5 . 3  1 .0 2.6 5.8 1 . 6  1 . 6  3.8 

Japan 3.4 0.8 -{).3 -1.9 5.8 5.8 10.4 12.6 10.9 6.7 4.2 

France 1 .6 - 1 . 4  -3.6 -2.6 3.2 3.3 3.7 7.8 4.0 5.3 4.7 

Germany. Fed. Rep. of 0.3 -5.3 3 2 0.8 0. 1 3.3 2.2 5.9 7.2 4.7 4.2 

Italy 1 . 2  -5.7 -2.0 4.5 1 . 4  1 . 6  5.8 6.7 5. 1 4.5 3.8 

United Kingdom --0.8 5.4 5.0 8 . 6  3.9 2 . 1  8.5 13.7 4.8 -2.3 0.7 

Other industrial countries 0.9 -1.7 - 1 .0 3.4 4.5 5.4 5.0 8.4 8.3 3 . 1  4.8 

AJJ industriaJ countries 2 . 1  -4.6 3.2 8.7 4.6 2.9 5.0 8.2 5.5 3.4 4.0 

Of which, 
Seven major countric� above 2.4 -5 . .2 3.9 9.6 -1.6 2.5 5.0 8.2 5 . 1  3.4 3.8 

European countries 0.6 - 1 . 9  0.6 2.-1 2.5 4.0 4.9 8.2 6.2 3.5 -1.0 

European Community 0.6 -1.7 0.3 2.0 2.5 3.6 4.9 8.5 6.3 4.0 4.0 
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Output. lndu!>trial Countrie; 

Table A3 (concluded). Industrial Countries: Components of Real GNP, 1972-91 1 

(Annual t�hange;. in percent) 

Average� 
J9n-81 1932 1983 1934 1935 1986 1987 1988 1989 1990 1991 

Final domestic demand 

Canada 4.8 -3.7 :! . I  3.4 5.7 4.0 5.6 6.2 4.5 :!.7 2.7 

United State� 2.4 -0.4 4.5 6.6 5.4 3 .5 2.7 3.2 2.5 1.8 2.3 
Japan 4. 1 2.8 2.1  3.4 3.6 .. u 5.7 7.4 6.0 4.9 3.9 

France 2.8 2.4 0.2 0.3 2.5 3 .2 2.9 3.7 3.0 3.2 3 . 1  
Germany. Fed. Rep. of 2.2 -2.1 1 . 7  1 .6 1 . 2  3 .2 2.1:! 3.3 2.4 3.5 2.6 

Italy 3.2 -0.1 0.4 2.7 2.8 3.2 4.5 4.4 3.6 3.3 2.9 

United Kingdom 1 . 5 1 .6 4.4 2.7 3.0 4.2 5.5 6.9 3.4 0.4 1 . 1  

Other indul>trial coumrie; 2.5 0.4 0.7 1 . 8  3.3 3.6 3.3 3.7 4.3 2.6 3.0 

All industriaJ countries 2.7 0.3 2.7 4.0 4.1 3.6 3.6 4.4 3.6 2.8 2.8 

Of which. 
Seven major countrie� above 2.8 0.3 3.0 4.4 4.2 3.6 3.7 4.5 3 .5 2.8 2.7 

European coumncs 2.4 0. 3 1 .4 l .6 2.5 3 6 3.7 4.2 3.3 2.8 2 7  

European Community 2.4 0.3 1 . 3  1 . 5  2.4 3.5 3.8 4.3 3.4 2.9 2.7 

Stockbuilding . 

Canada -2.9 1.9 I 8 -0.4 0.2 -0.6 -0.4 1.0 -0.5 0.2 

United State� -1.5 0.6 2.1  - 1 .5 -0. 1  0.5 0 . 1  -0.1 -0.2 0. 1 

Japan -0.1 -0.1 -0.3 0.4 0.4 -0.1 -0.3 0.3 -0.1 -0. 1 

France -0 . 1  1.0 .....().9 -0.1 0.9 0 . 1  0.2 0.2 -0.1 -0.1  

Germany. Fed. Rep. of -0. 1 0. 1 0.6 0.5 -0.4 0. 3 0. I 0.4 0.4 

Italy -0.3 0.4 -1 0 J 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 0.7 -0.2 - I .  I 0.6 

Other industrial countries -0. 1 0.2 -0.5 0.9 -0.1 0 . 1  0.2 0.2 0 . 1  

AU industrial countries � . I  �.5 0.2 1.2 �.7 0.2 0.2 �.2 0.1 

Of which, 
Seven major countrie!> above -0.6 0.3 1 .3 -0.8 0.2 0 . 2  -0.2 0 . 1  

European countriel> -0 . 1  0.5 -0.2 0.5 -0.1 0.2 0.2 0.4 0 . 1  -0.1 0 . 1  

European Community -0.1 0.5 - 0 . 1  0.4 -{).2 0.2 0.2 0.3 0 . 1  -0.2 0.2 

Foreign balances' 

Canada -0.4 3 .4 -0.3 0.9 -0.4 -0.7 -0.5 - I .  I -2.7 -0.7 0 . 1  

United States 0.3 -0.7 - 1 . 5  -2.0 -0.6 -0.7 0.4 1 . 1  0.6 0. 1 -0. 1 

Japan 0.4 0. I 1 . 4  1 . 3  0.9 - 1 .4 -0.8 - 1 .7 - 1 .2 -0.6 0.2 

France 0.2 -0.9 1.4 1.0 -0.5 - 1 . 8  -1 . 1  -0.5 0.2 

Germany. Fed. Rep. of 0.3 1 . 3  -0.7 0.8 1 . 2  - 1 .0 - 1 . 0  0. 1 0. 7 0. 1 0. 1 

Italy 0.2 -0. I 0.9 - 1 .0 -0.2 -0.3 - 1 .8 -0.7 -0.3 -{).5 -0.2 

United Kingdom 0.2 - 1 .0 - I .  I -0.8 1.0 -0.7 -0.7 -3.5 - I .  I 2.0 0.5 

Other andustnal countrie� 0. 1 1 .3 0.5 -0.1 - 1 . 1  �).7 -0.7 - 1 . 0  -0.2 -0.3 

All industrial countries 0.3 �.I -0.2 �.5 -0.9 -0.4 �.3 �.3 

Of which. 
Seven maJor countries above 0.3 -{).2 �!.4 -0.6 -0.9 -0.3 -0.2 -0. I 0. 1 

European countries 0.2 0.4 0.3 0.2 - I .  I - I .  I -0.8 .....().2 -0.1 

European Community 0.2 0.-t 0.3 0.2 - I .  I - 1 . 1  -0.8 -0.2 -0. 1 

I Composites for country group; are average� of percentage changes Ill real terms for individual countries weighted by the 
average U.S. dollar value of their re�pcctive GNPs over the preceding three year�. 

) Compound annual rates of change. 
1 Changes exprc;scd a� 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 employment! 

Canada 
United State� 
Japan 

France 
German), Fed. Rep. of 
Italy 
United Krngdom 

Other mdustrial countrie� 
All industrial countries 

Of which. 
Seven major countries above 
European countrielt 
European Community 

Unemployment rates' 

Canada 
United Statel> 
Japan 

France 
Gem1any. Fed. Rep. of 
Italy 
United Kingdom 

Other induwial countrie� 

All industrial countries 

Of which, 
Seven major countriel> above 
European countries 
European Community 

Growth in real per capita GNP! 

Canada 
United States 
Japan 

France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Other indu�trial countrie� 

All industrial countries 

Of which. 
Seven major countrie5 above 
European countries 
European Community 

Average' 
1972-81 1982 

3 . 1  

2.4 

O.l) 
0.4 

0.6 

1 .0 

- 0 . 1  

0.5 

1.4 

1 . 6  

0.4 

0.3 

7.0 

6.6 

1 . 8  

4.5 

3 . 1  

6.9 

4.0 

4.5 

4.8 

4.8 

4.5 

4.8 

3 . 1  

1 . 7  

3.5 

2.4 

2.-1 

3.2 

1 .6 

2.0 

2.2 

2.2 

2.3 

2.3 

-3.5 

-0.9 

1 . 0  

0.2 

-I. I 
-0.2 

-1 .9 

-0.5 

�.6 

-0.6 

-0.8 

-0.9 

1 1 .0 

9.7 

2.-+ 

8. 1 

6.7 

8.6 

9.5 

9.2 

8.0 

7.7 

8.7 

9.3 

�.2 

-3.5 

2.4 

2.0 

-0.9 

0. 1 

1 . 9  

-0.1 

�.9 

- J . I  
0.5 

0.6 

1983 

0.5 

1 . 3  

1 .7 

-0.4 
- 1 .5 

0.3 

-0.2 

... {).6 

0.5 

0.7 

-0.5 

-0.6 

1 1 .8 

9.6 

2.7 

8.3 

8 . 1  

9.9 

10.4 

10.7 

8.6 

8 . 1  

9.8 
10.5 

2.3 

2.6 

2.6 

0 2  

2.3 

0.8 

3.9 

1 . 3  

2. 1 

2.3 

1 . 7  

1 . 7  

1984 

2.4 

4. 1 

0.6 

-0.9 

0.2 

0.4 

2.2 

0.3 

2.0 

2.3 

0.4 

0.3 

1 1 .2 

7.5 

2.7 

9.7 

8 . 1  

10.0 

10.7 

1 1 .2 

8.1 

7.4 

10.3 

1 1 .0 

5.5 

5.8 

4.4 

0.9 

3.7 

4.0 

2.2 

3.0 

4.4 

-L6 
2.7 

2.6 

1985 

2.6 

2.0 

0.7 

-0.3 

0.9 

0.5 

1 . 1  

1 .3 

lA 

1 .4 

0.6 

0.5 

10.5 

7.2 

2.6 

10.5 

8.2 

10.3 

10.9 

I I .  I 

8.0 

7.4 

I 0.5 

1 1 .3 

4.0 

2.4 

.u 
1 .5 

2.2 

2.0 

3.7 

2.7 

2.7 

2.7 

2.3 

2.3 

1986 

2.8 

2.3 
0.8 

0 . 1  

1 . 5  

0.6 

0.3 

2.0 

1 . 7  

1 . 6  

1 . 0  

0.9 

9.5 

7.0 

2.8 

10.4 

7.9 

I I. I 

1 1 .2 

10.5 

7.9 

7.3 

10.4 

1 1 .2 

2.3 
1 . 7  
1 . 9 

1 . 9  

2.2 

2.6 

3.5 

2.0 

2.0 

2.11 
2.4 

2.5 

ll)87 

2.9 

2.6 

1 . 0  

0.3 

1 .0 

- 0 . 1  

2.3 

1 . 5  

1 .8  

1 . 8  

1 . 0  

1 0  

8.9 

6.2 

2.8 

10.5 

7.9 

12.0 

10.3 

10.3 

7.6 

7.0 

10.3 

I I .  I 

3.4 

2.7 

4. 1 

1 .5 

1 .6 

2.9 

4.8 

2.2 

2.8 

2.9 

2.4 

2.5 

1988 

3.2 

2.3 

1 . 7  

0.6 

0.8 

0.5 

3.0 

1 .5 

1.8 

1 . 9  

1 . 2  

1 . 3  

7.8 

5.5 

2.5 

10. 1 

7.7 

12.0 

8.3 

9.8 

7.0 

6.3 

9.7 

10.4 

3.8 

3.4 

5.3 

3.0 

3 . 1  

4.0 

4.2 

2.7 

3.7 

3.8 

3.3 

3.4 

1989 

2.0 

2.0 

2.0 

1 .0 

1 .5 

0.4 

1 .9 

1 .7 

1.8 

1.8 

1 . 3  

1 . 3  

7.5 

5.3 
2.3 

9.5 

7 . 1  

12.0 

6.5 

9 . 1  

6.5 

5.9 

8.9 

9.6 

1 . 6  

2.0 

4.4 

3.0 

2.9 

3.0 

2.3 

3.0 

2.8 

2.8 

2.9 

3.0 

1990 

0.9 

1 . 1  

2.0 

0.9 

1 .2 

0.5 

0.5 

1 . 5  

1.3 

1 . 2  
1 . 0  

1 . 0  

7.1J 
5.3 

2.2 

9.2 

7.0 

12.0 

6. 1 

8.6 

6.3 

5.8 

8.6 

9.3 

0.3 

0.7 

3.9 

2.7 
2.4 

2.9 

1 .0 

2.0 

1.9 

1 9  

2.3 

2.4 

1 Compound annual rates of change for employment and per t:apita GNP. and arithmetic average� for uncmployment rate\ 

19l)l 

1 . 2  

1 . 4  

1 . 3  

O.X 
lU 
0.5 

0.4 

1.3 

1 .1  

1 . 1  

0.7 

0.7 

lUI 
5.3 

2.2 

8.<) 

7.0 

l l .l) 
6.2 

8.3 

6.3 

5.X 

R.5 

9 . 1  

1 . 8  

1 . 3  

3.7 

2.6 
2.0 

2.8 

2. 1 

2.3 

2.2 

..., ) 
2.4 

2.5 

2 Composites for the country groups are averages of percentage changes for individual countrie� wcighted by the average U.S. 
dollar value of their re�pective GNPs over the preceding three year�. 

' Composites for the country group� arc average� of national unemployment ratcs weighted by labor force 111 the rc�pccuve 
countrie�. 
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Output: Dcvek>ping Countrie� 

Table AS. Developing Countries: Real GOP, 1972-91 1 

(Annual change!.. an percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 5.0 2 . 1  2.2 4.0 3.9 4.0 3.8 4.1 3.0 3.2 4.5 
By region 

Africa 3.2 2.0 - 1 . 1  0.8 4. 1 2.3 1 . 1  2.3 2.9 2.7 3.0 

Asaa 5.6 5.6 8.0 8.3 6.8 6.8 8.0 9.0 5. 1 5.4 5.7 

Europe 4.3 I 2 2.4 5.0 2 . 7  4.4 2.4 1 . 3 0.3 0.1  3.0 

Middle Ea.\t 6.0 1 .3 1 .7 -0.9 -0.2 -0.6 -0.8 3.8 3.9 3.2 3.4 

Western Hemisphere 5 . 1  - I .  I -2.8 3.4 3.5 4.0 2.9 0.3 0.9 1 .4 4.2 

By predominant export 

Fuel 5.9 0.8 -0.5 0.2 1 .6 -0.1 0.2 2.8 3 . 1  3.7 3.9 

Non-fuel cxpun::. 4.6 2.7 3.5 5.9 5.0 5.9 5.4 4.7 2.9 3.0 4.6 

Manufacture� 5.4 3.9 5.0 7.6 7.2 6.9 6.5 5.6 3.6 3.2 4.8 

Primary producb 2.7 -2.3 0.2 2.8 0.4 4.8 3.2 0.9 -0.3 1 . 9  -1 . 1  

Agricultural products 2.8 - I .  I 1 . 6  2.5 4.5 2.8 0.9 0. 1 1 . 9  4 . 1  
Mineral!. 2.4 -6.3 -4.3 3.8 2 . 1  6.0 5.3 0.6 -2.2 2.0 4.3 

Service\ and private 
tranl>fcrs 4.3 4.2 2.7 3.7 3.3 4.H 5 . 1  3. 1  2.9 3.4 4.5 

Diver!>ified export ba�c 4.7 2.5 0.5 2.0 1 . 5  1 .5 5.8 3.7 3.7 4.0 

By financial criteria 

Net creditor countries 6.9 0.-1 2.9 -0.5 -1 .0 -0.3 -0.5 3.0 5. 1 3.8 4.0 

Net debtor countries 4.7 2.4 2 . 1  4.9 4.8 4.7 4.5 4.3 2.7 3 . 1  4.5 

Market borrower� 5.5 0.4 -0.5 4. 1  3.0 -1. 1 3.8 2 . 1  2.3 2.4 4.7 

Diversified borrower� �.4 4.2 -1.2 5.8 6.6 5.-1 5.6 6.5 3.2 4.2 4.5 

Official borrower� 3.4 2.0 2.9 3.9 4.3 4.-1 3 . 1  4.3 2.4 1 .7 4.0 

Countrie5. with recent debt-
\crvicing difficulties -1.4 0.1  - 1 .8 2.6 3.3 3.5 2.-1 1 . 7  1 . 4  1 . 4  3.8 

Countries without debt-
�er.•icing di fficultic� 5.3 5.3 7 . 1  7.7 6.6 6.3 7 . 1  7.6 4.2 5 . 1  5.3 

Miscellaneous groups 

Sub-Saharan Africa 2.7 2.8 -0.2 1 . 1  3.9 3.9 1 . 6  2.2 1 . 9  2.6 3.4 

Twelve major oil exporters 5.7 1 . 0  0.4 -0.8 1 . 2  0.9 0. I 3.5 3.6 3.8 3.8 

Net debtor fuel exporter� 5 .4 1 . 4  -2.3 1 . 7  4.0 u 2.2 3.2 2.3 4.0 4.3 

Four newly industriaiLdng 
A�ian economies 8.5 5.5 9.6 9.7 4.4 1 1 .0 1 2 . 1  9.5 6.5 5.7 6.9 

Small low-income economics 3.2 3.4 1 .8 2.9 3.7 4.2 3.5 3.8 3.8 3.5 4. 1 

Fifteen heavily indebted 
count ric!> 4.9 -0.5 -2.9 2.0 3.8 4.0 2.5 0.7 1 . 3  1 . 3  4.1  

Memorandum 

Developing countrie� 

Median growth rate -1.6 1 .9 1 . 4  3.4 3 . 1  3.6 2.8 4.0 3.5 3.5 3.7 

I Except where otherwi�e indicated. arithmetic averages of country growth rate� weighted by average U.S. dollar value of GDPs 
over the preceding three years. 

2 Compound annual rate!> of change. Excluding China. 
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Output: Developing Countrie� 

Table A6. Developing Countries: Real Per Capita GOP, 1972-91 
(Annual change�. in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 198� 1989 1990 1991 

Developing countries 2.3 --{). 2 --{). 1 1.7 1. 7  1.7 1.6 2.0 0.9 1 . 1  2.4 

By region 

Africa 0.3 -0.5 -3.7 - 1 . 7  1 . 4  -0.5 - 1 .5 -0.5 0 . 1  0 .  I 
Asia 3.6 3.6 6.1  6.5 5.0 5 . 1  6.2 7.2 3.4 3.8 4.0 
Europe J . J  0 . 1  1 . 4  4.0 1 . 8  2.8 1 .6 0.5 -0.5 -0.7 2. J 
Middle Ea�t 1 .6 -2.5 -2.2 -4.4 -3.6 -U -U 0.4 0.6 
Western Hemisphere 2.4 -3.4 -4.8 0.9 1 . 3  1 . 9  0.8 - 1 .8 - I .  I -0.6 2.2 

By predominant export 

Fuel 2.0 -2.4 -3 .7 -2.9 - 1 . 3 -3.1  -2.7 -0. 1 0.2 0.8 0.9 
Non-fuel exports 2.5 0.8 1 . 7  4.0 3.2 3.9 3.5 2.8 1 . 2  1 . 3  2.8 

Manufacture� 3A 2.2 3.4 5.9 5.6 5.2 -l-.8 4.0 2.0 1 . 6  3.3 
Primary products -4.4 - 1 . 8  0.7 - 1 .7 2.7 1 . 1  - 1 . 2  -2.3 -0.2 l .R 

Agricultural products -3.2 -0.4 0.4 -2.1  2.5 0.6 - 1 . 2  -1.9 -0 2 I . R  

Minerals -8.4 -6.5 1 . 6  -0.3 3.5 3.2 - 1 . 7  -4.5 -0.3 2.0 

Services and private 
transfers 4.3 1.4 0 . 1  1 .0 0.6 2 . 1  2.4 0.3 0.4 0.8 2.0 

Diversified export base 1 . 9  0.2 -2.0 -0.6 -2.6 - I . I - 1 .0 3 . 1  1 . 2  1 . 1  1 . 4  

B y  financial criteria 

Net creditor countries 2.2 -3.5 -0.9 -4.0 -4.3 -3.7 -3.8 -0 . 1  2.0 0.8 1 . 0  
Net debtor countries 2.4 0.3 2.7 2.8 2.6 2.5 2.3 0.8 1 . 2  2.6 

Market borrowers 2.9 - I .  7 -2.6 1 . 8  1 . 0  2.0 1 .8 0. 1 0.3 0.5 2.8 
Dive rsified borrowe rs 2 . 1  2.2 2.2 3.9 4.7 3.3 3.6 4.5 1 . 3  :u 2.6 
Official borrowers 1 .5 -0. 1 0.5 1 . 7  2. 1 2.2 0.9 2.2 0.3 -0.4 1 . 6  

Countries with recent debt-
servicing difficultie� 1 . 7  -2.0 -3.9 0.3 1.2 1 . 3  0.3 -0.4 -0.6 -0.6 1 . 7  

Countrie� without debt-
servicing difficulties 3.5 3.3 5. 1  5 .9 4.8 4.2 5. 2 5 . 6  2.4 3.3 3.6 

Miscellaneous groups 

Sub-Saharan Africa -0. 1 -0.1 -3. 1  -1.5 1 . 1  1 . 0  - 1 . 2  -0.7 -1 .0 -0.3 
Twelve major oil exporters 1 . 6  -2.5 -3.0 -4.0 -1.9 -2.5 -3.0 0.3 0.5 0.7 0.5 
Net debtor fuel exporters 2.3 - 1 . 2  -5.0 -0.9 1 .4 - 1 .2 -0.3 0. 7 -0. 1  1 6  1 . 8  
Four newly industrializing 

A�ian economies 6.5 3.8 8.0 8.3 3.2 9.9 10.8 8.3 5.4 4.6 5.8 
Small low-income economies 1 . 0  0.7 -0.9 0.3 1 . 0  1 . 4  0.8 1 . 2  1 . 1  0.8 0.9 
Fifteen heavily indebted 

countries 2.2 -2.6 -4.9 -0.3 1.6 1 . 9  0.4 - 1 .4 -0.7 -0.7 2.1 

1 Compound annual rates of change. Excluding China. 

129 



©International Monetary Fund. Not for Redistribution

Output: Developing Countries 

Table A?. Developing Countries: Gross Capital Formation, 1982-901 

( In  percent of GOP) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 

Developing countries 2-'.9 23.7 23.8 23.6 23.4 23.4 23.7 23.0 23.9 

By region 

Africa 22.9 2 1 . 1  1 9 . 1  18.6 19.2 18.7 18.3 17 .9 18.6 
Asia 27.1 26.9 28.2 29.7 29.0 29.1 29.3 28.8 28.6 
Europe 28.4 26.3 26.4 26.8 28.3 27.0 26.6 27. 1 27.9 
Middle East 26.4 28.4 29.3 24.0 21 .8 1 9.0 19. 1  1 7. 3 1 7.7 
Western Hemisphere 2 1 .2 17.4 16.6 17.4 17.9 19.8 20.8 19.6 2 1 .6 

By predominant export 

Fuel 25.3 24.6 24.2 22.4 2 1 .5 20.4 20.8 1 9 . 1  1 9.8 
Non-fuel exports 24.8 23.2 23.6 24. 1 24.3 24.6 24.8 24 .4 25.2 

Manufactures 26.1 24.4 25.7 27.1 27.4 27.6 27.7 27.0 27.1 
Primary products 18.2 1 6.9 15.9 15.3 15.2 1 6 . 1  16.2 15.2 19.9 

Agricultural producb 17.7 17 .3 15.9 1 5.2 14.7 15.7 16.0 14.9 20.6 
Minerals 19.5 15.6 15.9 15.5 17.2 1 7.6 16.9 1 6.4 1 7 . 1  

Services and private 
transfers 24.3 2 1 .0 20.3 19.3 1 8.8 19. 1 l!$.4 1 8 . 1  1 9. 1 

Diversified export base 26.4 25.5 23.3 20 .3 19.3 19.2 19.8 20.9 2 1 .5 

By financial criteria 

Net creditor countries 26.1 28.5 29.7 24.0 2 1 . 5  1 9.2 20. 1 1 8. 1 1 8 . 1  
Net debtor coumries 24.7 22.7 22.7 23.5 23.7 24 . 1  24.3 23.8 24.8 

Market borrowers 24.3 2 1 .4 20.5 20. 1 20.4 22.0 23.1 22.7 24.3 
Diversified bon·owcrs 25.7 24.7 25.4 27.5 27.9 27.2 26.3 25.5 26.1 
Oflicial borrowers 22.1 19.5 20.2 20.8 20.5 20.6 2 1 .5 20.9 : u . s  
Countries with recent debt· 

servicing difficulties 23 .0 19.5 1 8 . 1  18.4 19.0 19.8 20.4 19.7 21.5  
Countries without debt· 

�crvicing difficulties 26.8 26.7 28.2 29.5 29.2 29. 1 28.8 28.4 28.4 

Miscellaneous groups 

Sub-Saharan Africa 1 9.6 1 7 . 1  1 7. 3 18.4 1!!.4 1 8 . 7  1 8.0 17.6 19 I 
Twelve major oil exporters 25.7 25.5 25. 3 22.7 22.2 20.7 2 1 . 0  18.0 18.7 
Net debtor fuel exporters 24.6 2 1 .2 19.3 20.6 21 .0 2 1 .5 2 1 .9 20.3 2 1 .5 
Four newly mdustrializing 

A�ian economic� 29.8 28. 7 28.5 26.4 25.5 27.1 28.3 28.9 27.9 
Small tow-income economics 16.9 15.2 15.9 16.4 16.0 1 6.4 16.6 16.9 17.7 
Fifteen heavily indebted 

countries 22.0 1 7 . 8  16. 1 16.8 17.5 JlL9 19. 7  1 8.6 20.7 

Memorandum 

Median estimates 

Developing countries 25.1 22.0 21.7 21.7 20.8 20.6 20.2 20.0 20.9 

By region 

Africa 21 .6 1 8 . 1  18.8  20. 1  19.7 1 9.6 18.5 17.9 1 8.3 

A�ia 28.5 27. 1 24.7 24.0 23.7 23.5 2S.R 26. 3  25.2 
Europe 3 1 .5 17.2 28.4 27.7 26.9 25.4 24.1 24.7 24.7 
Middle East 26.9 24.7 2J.4 22.2 20.6 19.0 19.7 19.9 20.0 
Western Hemisphere 22.6 20.8 1 9.0 1 8 . 1  18.3 19.7 19.9 19.3 19.9 

I Except where otherwise ind1cated. arithmetic averages of country ratio� weighted by the average u.s. dollar value of GDPs 
over the preceding three yea rs. 
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1n0ation. Summary 

Table AS. Inflation, 1972-91 

( In percent) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

GNP deflators 

industrial countries' 8.):{ 7.4 5.2 4.4 3.7 3.4 2.9 3.2 3.9 3.9 3.6 

United State� 7.8 6.5 3.8 3.8 3.0 2.6 3 . 1  3.3 4.2 4 . 1  4 . 1  
Japan 7.4 1 . 9  0.8 1 . 2  1 .4 1.8 -0.3 0.6 1 . 5  1 . 9  1 . 5  
Germany. Fed. Rep. of 4.9 -k4 3.3 2.0 2.2 3.1 2.0 1 . 4  2 . 5  2.9 3 0 

Other indu�trial countries' 1 1 .5 I I .  I 8.6 7.0 6.0 5.3 4.5 5.0 5.3 5.0 4.5 

Consumer prices 

industrial countrics1 9.2 7.5 5.0 4.8 4 . 1  2.4 3.0 3.3 4.4 4.2 3.6 

United State� SA 6 . 1  3.2 4.4 3.5 2.0 3.6 4 . 1  4.8 4.6 4.2 
Japan 8.9 2.7 1 . 9  2.3 2.0 0.6 0. 1 0.7 2.3 2.3 1 . 3  
Germany. Fed. Rep. of 5.2 5.3 3.3 2.4 2.2 -0.1 0.2 1 . 3  2.8 2.9 3.0 

Other industrial countries2 1 1 .3 I 1 .0 8.3 6.8 6.2 4.5 4.3 4.2 5.6 5.3 4.6 

Developing countries) 22.7 25.3 32.7 38.6 40.4 3 1 .5 41.4 70.5 104.1 7 1 . 0  14.3 

By region' 

Africa 15.4 1 3 . 1  17 .9 20.8 13.2 14.3 1-U 19.3 20.2 13.4 9.7 
Asia 1 1 . 5  6.4 6.6 6.9 7.3 9.3 9.7 14.5 1 1 .9 7.4 6.0 
Europe 14.8 36.1 23.0 26.2 27.2 26.8 35.2 62.5 169.8 1 19.9 18.7 
Middle East 14.5 12.9 1 1 .9 14.3 1 7 . 1  18.4 19.2 1 7 . 1  13 .9 14.2 1 3 . 1  
Western Hemisphere 44.6 67. 1  108.7 133.5 145.1 87.8 130.9 286.4 5 3 1 . 0  312.2 27.8 

By analytical criteria� 

Fuel exporters 14.4 16.7 23.6 20.1 16.7 24.5 33.1 33.6 19.0 14.5 1 1 .3 
Non-fuel exporter� 26.7 29.7 37.6 48.8 53.3 34.8 45.2 88.2 148.6 95.9 15.2 

Market borrowers 36.5 48.3 74.3 90.9 93.0 60.5 90. I 174.9 283.7 176.4 18.4 
Official borrowers 13.7 34.5 22.6 23.6 28.2 34.0 3 1 .2 42.3 54.8 54.3 13.8 

Countries with recent debt-
servicing difficulties 29.6 46.5 64.9 80.3 83.2 6 1 . 0  85.7 163.9 288.8 182.5 21.4 

Countrie� without debt-
servicing difficulties 15.3 9.3 10. 1 I I .  7 12.2 8.8 9.3 13.5 13.6 10. 1  8 .2 

Memorandum 

Developing countric� 

Median inflation rate 1 1 .6 10.4 9.4 10.2 8.2 7.2 7.6 8.7 8.6 7.4 6.3 

1 Compound annual rates of changes. Excluding China. 
1 Averages of percentage changes for individual countries weighted by the average u.s.  dollar value of their respective GNPs 

over the preceding three yearl.. 
' Percentage changes of geometric averages of indices of consumer prices for tndividual countries weighted by the average U.S. 

dollar value of their respective GDP� over the preceding three yearl>. 
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Inflation: lnduwial Countrie� 

Table A9. Industrial Countries: GNP Deflators and Consumer Prices, 1972-91 1 

(Annual changes. in percent) 

Average! 
Fourth Quarter' 

1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1989 1990 1991 

GNP denators 

Canada" 9 . 1  8.7 5.0 3. 1 2.6 2.4 -U 4. 1 4.9 4.0 4.7 4.5 4.3 5.6 
United States 7.8 6.5 3.8 3.8 3.0 2.6 3.1  3.3 4.2 4 . 1  4. 1 3.7 4.3 4.2 
Japan 7.4 1 . 9  0.8 1 .2 1 .4 1 .8 -0.3 0.6 1 . 5  1 . 9  1 .5 2.2 1 .6 1 . 5  

France" 10.4 1 1 .7 9.7 7.5 5.8 5 . 1  2.9 3. 1 2.7 3.3 2.8 2.5 3.2 2.7 
Gennany. Fed. Rep. of 4.9 4.4 3.3 2.0 2.2 3 . 1  2.0 1 .4 2.5 2.9 3.0 2.2 3.5 2.8 
hall 15.8 19.0 14.9 1 1 .4 9.0 7.6 5.9 6.2 6.3 6.5 4.9 6.3 6.5 4.9 
United K ingdom• 14.2 7.6 5.3 4.6 5.6 3.5 4.9 6.6 6.7 5 . 1  6.5 5.6 5.4 6.7 

Other industrial countries 10.4 1 0 . 1  8 . 1  7 . 1  6.2 6 . 1  4.7 5.0 5.7 5.3 4.3 

All industrial countries 8.8 7.4 5.2 4.4 3.7 3.4 2.9 3.2 3.9 3.9 3.6 

Of which, 

Seven major countries above 8.5 6.9 4.7 4.0 3.4 3.0 2.7 3.0 3.6 3.6 3.5 3.5 3.7 3.6 
European countries 1 0 . 1  9.8 7.7 6.2 5 . 5  4.9 3.8 4. 1 4.6 4.6 4.2 
European Community 10.4 10. 1 7.8 6.3 5.7 5 . 1  3.8 4. 1  4.5 4.4 4. 1 

Consumer prices 

Canada 9.0 10.8 5.8 4.3 4.0 4.2 4.4 4.0 5.0 4.8 5.3 5.6 4.5 6.5 
United States 8.4 6 . 1  3.2 4.4 3.5 2.0 3.6 4.1  4.8 4.6 4.2 4.6 4.7 4.2 
Japan 8.9 2.7 1 .9 2.3 2.0 0.6 0 . 1  0.7 2.3 2.3 1 . 3  2.5 1 .9 1 .2 

France 10.4 1 1 .8 9.6 7.4 5.8 2.5 3.3 2.7 3.5 3 . 1  2.8 3.6 2.9 2.7 
Germany. Fed. Rep. of 5.2 5 . 3  3.3 2. 4 2.2 -0.1  0.2 1 . 3  2.8 2.9 3.0 3.0 3.2 2.8 
Italy 1 5 . 5  16.5 1 3 . 1  10.8 9 . 1  5.9 4.7 5.0 6.3 5.9 4.7 6.2 5.5 4.7 
United Kingdom 14.6 8 6 4.6 5.0 6 . 1  3 4  4 . 1  4.9 7.9 8.2 7.0 7.6 8.0 6.4 

Other industrial countries 9.9 9.8 8.2 6.6 5.9 5.4 4.7 4.4 5.5 5 . 1  4. 2  

All industrial countries 9.2 7.5 5.0 4.8 4.1 2.4 3.0 3.3 4.4 4.2 3.6 

Of which, 
Seven major countries above 9 . 1  7.0 4.4 4. 5  3.8  2.0 2.8 3 . 1  4.2 4 . 1  3.6 4.2 4.0 3.5 
European countries 10. 1 9.7 7.3 6.0 5 . 5  3.2 3.1  3.4 4.9 4.7 4.2 
European Community 10.3 10.0 7.4 6.4 5.5 3.2 3.0 3.3 4.9 4.8 4.0 

1 Composites for the country groups arc average� of percentage change� for individual countric� weighted by the average u.s. 
dollar value of their respective GNPs over the preceding three years. 

! Compound annual rates of change. 
' From fourth quarter of preceding year. 
' GDP at market prices. 
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lnOation: lndu�tnal C'ountnc:. 

Table AlO.  Industrial Countries: Hourly Earnings, Productivity, and Unit Labor Costs in Manufacturing, 
1972-91 1 

(Annual changes. in percent) 

Hourly earnings 

Canada 
United States 
Japan 

France 
Gennany. Fed. Rep. of 
Italy 
United Kingdom 

Other industrial countries 

All industrial countries 

Of which, 
Seven major countries above 
European countries 
European Community 

Output per man-hour 

Canada 
United States 
Japan 

France 
Gennany. Fed. Rep. of 
Italy 
United Kingdom 

Other industrial countries 

All industrial countries 

Of which. 
Seven major countries above 
European countrie� 
European Community 

Unit labor costs 

Canada 
United States 
Japan 

France 
Germany, Fed. Rep. of 
Italy 
United Kingdom 

Other industrial countries 

All industrial countries 

Of which, 
Seven major countries above 
European countries 
European Community 

Average: 
1972-81 1982 

10.8 
9.2 

1 2 . 1  

14.8 
9.3 

20.8 
16.4 

13.2 

11.5 

1 1 .2 
14.2 
14.6 

2.9 
2 . 1  
5.5 

4.3 
4.1 
5.0 
2.3 

4.3 

3.4 

3 . 2  
4.3 
4.4 

7.7 
7.0 
6.2 

10.1 
5.0 

15.0 
13.7 

8.6 

7.9 

7.8 
9.6 
9.8 

I I .  7 
!!.9 
4.6 

15.8 
5.3 

19.9 
9.7 

10. 1 

9.4 

9.3 
1 1 .0 
1 1 .3 

- 1 . 6  
2.6 

-0.5 

6 . 1  
1 .4 
3.0 
5 . 3  

3.3 

2.4 

2.2 
3.6 
3.8 

13.5 
6.2 
5 . 1  

9 . 1  
3 . 8  

16.4 
4.2 

6.6 

6.9 

6.9 
7.1  
7.3 

1983 

4.3 
2.5 
3.0 

1 0 . 1  
3.9 

19.5 
8.3 

8.8 

5.6 

5.0 
9.2 
9.4 

7.6 
5 . 1  
1 . 9  

4.3 
4.4 
5.4 
7.8 

5.5 

5.2 

5 . 1  
5 . 7  
5.4 

-3.0 
-2.5 

1 . 1  

5.5 
-0.5 
13.3 
0.4 

3 . 4  

0.4 

-0.1 
3.3 
3.9 

1984 

4.9 
3.3 
3.8 

8.4 
3.2 

1 3 . 1  
7.5 

6.7 

5.0 

4.8 
7.3 
7.4 

15.9 
5.4 
5.9 

1 . 7 
3.5 
7.8 
5 . 1  

4.5 

5.4 

5.6 
4.5 
4.5 

-9.5 
-2.0 
-2.0 

6.7 
-0.4 

4.9 
2.3 

2.2 

-0.3 

-0.7 
2.7 
2.9 

1985 

3.9 
4.9 
3 . 1  

7.3 
3.8 

10.2 
8.5 

7.6 

5.5 

5.2 
7.2 
7.2 

2.7 
4.6 
1.9 

3.6 
3.9 
4.3 
2.8 

3.7 

3.8 

3.8 
3.6 
3.7 

1 . 1  
0.3 
1 .2 

3.6 
0.2 
6.7 
5.6 

3 . 8  

1.7 

1.4 
3.4 
3.4 

1986 

3 . 1  
4 . 5  
1 . 5  

5 . 3  
5 . 1  
3 . 1  
7.9 

6.::!. 

4.4 

4.2 
5.7 
5.6 

-0.7 
3.7 

-0.6 

1 . 9  
1 . 0  
2.6 
3.8 

2 . 3  

2.2 

2.2 
2 . 1  
2 . 1  

3 . 9  
0.5 
2 . 1  

3.4 
4.0 
4.0 
4.0 

3.9 

2.2 

1 . 9  
3.5 
3.4 

19R7 

2.4 
2.7 
1 .7 

5.0 
5 . 1  
6.7 
7.5 

6.3 

3.7 

3.4 
6.0 
5.9 

2..6 
3.7 
4.5 

1 .3 
I .R 

4.9 
6.3 

2.2 

3.3 

3.5 
3 . 1  
3.0 

-0.2 
-0.8 
-2.7 

3 . 7  
3.3 
3.3 
1 . 1  

4.0 

0.4 

-0.1 
2.9 
2.8 

1988 

4.9 
3 . 6  
4.5 

3 . 5  
3.9 
5 . 1  
7.8 

5.6 

4A 

4.2 
5.0 
4.8 

4.9 
2.7 
7.5 

6.1 
4.2 
4.2 
5.2 

3.9 

4.8 

4.9 
4.7 
4.6 

0.9 
-2.8 

-2.5 
-0.3 

3.3 
2.5 

1 . 7  

-0.4 

-0.7 
0.3 
0.2 

1989 

5 . 3  
4.3 
5.3 

-U 
4.5 
7.1 
9.7 

6.6 

5.3 

5 . 1  
6.2 
6.2 

1 .3 
2.8 
5.3 

3.8 
3.8 
2.4 
4.0 

3.3 

3.5 

3.5 
3.6 
3.5 

3.9 
1 . 5  

0.7 
0.3 
6.3 
5.5 

3.3 

1.8 

1.5 
2.5 
2.6 

1990 

5.2 
5.0 
5.2 

4.7 
5.5 
6.3 
9.4 

6 . 1  

5.6 

5.5 
6.3 
6.:! 

1 . 0  
I . R  

2.9 

3 . �  
3.:! 
2.3 
1 . 1  

2.5 

2.3 

2.3 
2.7 
2.7 

4. 1 
3 . 1  
2.2 

0.9 
2.5 
5 . 1  
8.2 

3.5 

3.2 

3 . 1  
3.5 
3.4 

1991 

4.1 
4.7 
5.7 

5.0 
5.5 
5.5 
8.9 

5.3 

5.3 

5.3 
5.8 
5.9 

1 . :!  
2 . 1  
5 l 

3.6 
3 . 1  
2.5 
2.5 

:u 
2.9 

3.0 
2.8 
3.0 

2.9 
2.5 
0.6 

l A  

2.3 
4.2 
6.3 

2.7 

2.3 

:!.3 
2.9 
2.9 

1 Composites for the country groups are averages of percentage change� for individual countries weighted by the <lvcragc U.S. 
dollar value of their respective GNPs over the preceding three years. 

1 Compound annual rates of change. 
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Output: 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 1991 

Developing countries 22.7 25.3 32.7 38.6 40.4 31.5 4 1 .-t 70.5 104.1 71.0 14.3 

By region 

Africa 1 5.4 1 3 . 1  17.9 20.8 1 3 .2 1 4.3 1�.7 19.3 20.2 13.4 9.7 
A�ia 1 1 .5 6.4 6.6 6.9 7.3 9.3 9.7 14.5 1 1 .9 7.4 6.0 
Europe 14.8 36.1 23.0 26.2 27.2 26.8 35.2 62.5 169.8 1 1 9.9 18.7 
Middle East 14.5 12.9 1 1 .9 14.3 1 7 . 1  18.4 19.2 1 7 . 1  13.9 14.2 1 3 . 1  
Western Hemisphere 44.6 67.1 108.7 133.5 145 . 1  87.8 130.9 286.4 5 3 1 . 0  3 1 2 . 2  27 .8  

By predominant export 

Fuel 14.4 16.7 23.6 20.1 16.7 24.5 33.1  33.6 19.0 14.5 1 1 .3 
Non-fuel exports 26.7 29.7 37.6 48.8 53.3 34.8 45.2 88.2 148.6 95.9 15.2 

Manufactures 2 1 .3 28.2 33.8 �3.0 46.0 33.8 47.6 99. 1 155.4 1 1 8.4 13.0 
Primary products 56.1 56.9 92.0 127.1  1 53.9 65.3 70.3 1 34.6 341.3 94. 1 34.5 

Agricultural products 55.0 65.0 102.8 145.0 159.7 68.0 76. 1 132.8 333.7 68.9 30.5 
Minerals 58.5 32.8 60.7 75.2 1 3 1 . 7  53.3 43.8 144.1 380.6 283.1 55.8 

Services and private 
transfers 1 1 .8 9.7 9.3 1 3 . 1  14.6 14.5 15.5 13.7 14. 1 15.7 10. 1  

Diversified export base 1 1 .7 12.2 10.0 16.7 13.7 12.3 12.7 10. 1 1 1 .7 10.4 8.6 

By financial criteria 

Net creditor countries 13.0 7.6 5.6 3.0 6.2 12.7 14.3 13.9 9.9 10.0 10.0 
Net debtor countries 24.4 28.8 38.3 46.2 47.4 35 .0 �6.5 8 1 . 6  123.9 82.5 14.9 

Market borrowers 36.5 48.3 74.3 90.9 93.0 60.5 90. I 174.9 283.7 176.4 18.4 
Diversified borrowers 16.2 12.7 15.7 19. 1 18.� 14.6 16 .9 28.7 43. 1 25.6 1 1 .8 
Official borrowers 13.7 34.5 22.6 23.6 28.2 34.0 3 1 . 2  �2.3 54.8 54.3 13.8 

Countries with recent debt-
servicing difficulties 29.6 46.5 6-L9 80.3 83.2 6 1 .0 85.7 163.9 288.8 182.5 2 1 . 4  

Countries without debt-
servicing difficulties 15.3 9.3 10.1 1 1 .7 12.2 8.8 '.!.3 13.5 13.6 1 0 . 1  8.2 

Miscellaneous groups 

Sub-Saharan Africa 20.8 19.2 25 .6 2 1 .6 19.8 20.5 2:\. 1 2 1 . 7  19.6 1 2 . 1  1 1 . 1  
Twelve major oil exporters 13.5 8.8 9.8 10.8 8 . 1  12.5 15.3  17.9 18.7  13.7 1 1 .0 
Net debtor fuel exporters 15 .4 23.2 37.2 33.0 23.7 3 1 .6 M.6 �5.0 23.8 1 6 . 1  10.6 
Four newly industrializing 

Asian economies 13.3 6 . 1  3.6 2.5 1 .6 1 . 8  1.3 .. u 5.4 5.3 4.3 
Small low-income economies 17 .6 21 .0 23.2 2 1 . 3  23.0 �5.4 42.1  49.4 30.3 20.3 15.8 
Fifteen heavily indebted 

countries 39.8 55.7 90.9 1 1 8.4 122.7 77.4 1 1 6.6 24!1.6 480.7 272.4 24.3 
1 Geometric averages of country indices weighted by the average U.S. clollar value of GOP\ over the preceding three years. 
� Compound annual rates of change. Excluding China. 
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Output: Developing Countries 

Table Al2.  Developing Countries: Consumer Prices - Median Estimates, 1972-91 
(Annual changes, in percent) 

Average 
1972-81 1982 1983 1984 1985 1986 19!!7 1988 1989 1990 1991 

Developing countries 1 1 .6 10.4 9.4 10.2 8.2 7.2 7.6 8.7 8.6 7.4 6.3 

By region 

Africa 1 1 .6 12.7 1 1 .0 1 1 .9 9.7 7.3 7.8 8 . 1  8.8 8. 1 7 . 1  
Asia 9.7 7.9 8.7 6.7 4.8 5.5 5.8 8. 1 8.0 6.5 6.0 
Europe 7.6 16.9 7 . 1  8.3 6.9 5.8 8.2 15.7 16.0 10.0 6.0 
Middle East 1 1 .5 9.1 5.2 6.4 5 . 1  6.9 8.2 5.5 7.5 8.5 7.2 
Western Hemisphere 13.9 9.2 8.8 12.0 15.0 1 1 .4 14.6 12.0 10.0 9.5 8.6 

By predominant export 

Fuel 1 1 .3 10.7 10.4 10.5 6.4 6.0 8.2 5.8 5.3 4.6 5.0 
Non-fuel expons 1 1 .4 10.4 9.3 10.0 9.0 7.8 7.5 9.0 8.9 8.0 6.6 

Manufactures 10.1 10.6 9.0 8.3 6.9 5.8 8 . 2  7.6 9 . 1  7.3 6.0 
Primary products 12.3  12.3  1 3 . 1  12.4 1 3 . 1  13.6 12.8 13.3 12.0 10.0 9.5 

Agricultural products 12.4 12.7 12.8 12.4 10.5 13.0 1 2 . 1  13.2  I I A 9.7 8.5 
Minerals 12.4 I I  .6 15.3 19.9 15.0 18.9 19.9 14.7 14.3 1 2 . 1  10.0 

Services and private 
transfers 1 1 .5 7.4 6.1 5.3 5.0 4.6 4.9 7 . 1  5.6 5.0 5.3 

Diversified export base 10.5 12.5 8.8 1 1 .4 9 . 1  8.5 3.6 7 . 1  8.0 5.0 4.0 

By linancial criteria 

Net creditor countries 10.2 6.4 2.0 0.5 0.6 2.3 5.3 5.0 3.6 3.5 3.9 
Net debtor countries I I . 7 10.7 9.6 10.7 9.0 7.8 8.2 9.0 9.2 8 . 1  6.6 

Market borrowers 13.2  9.9 7.9 8.5 10.5 7.7 �u 8.8 10.0 10.0 6.0 
Diversified borrowers 1 1 .3 1 1 .7 8.9 1 1 .0 8 . 1  6.8 10.2 12.0 13.0 9.5 8.6 
Official borrower� 1 1 .5 1 1 .4 10.5 1 1 .0 9.5 8.3 7.0 9.0 8.4 7.2 6.5 

Countries with recent debt-
servicing difficulties 12.4 13.8 1 4 . 1  14.4 15.0 1 3 . 1  16.5 14.8 12.6 10.0 9.7 

Countries without debt-

servicing difficulties 10.9 7.9 6.6 6.7 4.8 4.9 5.7 7.3 7.8 6.5 5.9 

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 8.0 7.7 
Twelve major oil exponers 10.5 7.8 6 . 1  8.5 5.0 5.6 8.2 5.8 5 . 3  5.5 5.4 
Net debtOr fuel exponers 1 1 .2 13.0 13.6 13.3 7.7 7.7 10.2 9.6 9.3 12.0 5.9 
Four newly industrializing 

Asian economies 10.3 5.5 2.4 2.5 1 .4 1 . 8  1 . 8  4.4 5 . 1  5 . 1  3.9 
Small low-income economics 1 1 .3 12.6 1 1 .5 12.0 10.5 8.0 1 1 .5 10.0 10.0 9 . 1  8.0 
Fifteen heavily indebted 

countries 20.4 19.0 40.9 50.3 30.7 23.0 28.1 38.2 4 1 . 2  22.0 12.4 
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Financial Policies: Summary 

Table Al3. Summary Financial Indicators, 1982-91 
( In percent) 

1982 1983 198-t 1985 1 986 1987 1988 1989 1990 1991 

Major industrial countries 

Fiscal balances of central governments' 

Seven major countries -U -5.0 -+.6 -4.7 -+.4 -3.4 -2.8 -2 .5 -2.2 -2.1 
Of which. 

United States -+.6 -5.2 -+.5 -+.9 -4.9 -3.6 -3.0 -2.9 -2.3 -2. 1 
Japan -5 .2 -5.0 -4.2 -3.8 -3. 2 -2.2 - 1 .3 -0.8 -0.5 -0.3 
Germany. Fed. Rep. of -2.4 - 1 .9 -1 . 6  - 1 .2 - 1 .2 - 1 .4 - 1 .7 -0.9 - 1 . 2  -1.0 

Fiscal impulses of central governments1 

Seven major coumries 0.4 0.4 0.2 0.2 -0.3 -0.7 -0.2 -0.1  -0.3 -0.2 
Of which, 

United States 1 . 1  0.8 0.5 0.6 - 1 . 0  -0.2 -0.1 -0.6 -0.2 
Japan -0.2 -0.4 -0.6 -0.3 -0.8 -0.9 -0.7 -0.3 -0.3 -0.2 
Germany. Fed. Rep. of -0.8 --0.3 0.3 -0.4 -0.1 0.1  0.4 -0.6 0.4 -0.2 

Growth of monetary aggregates' 

Narrow money (M I )  

Seven major countries 8.6 8.8 6.8 9.0 12.5 6.5 6.8 3. 1  
Of which. 

United States 8.8 10.4 5 . -t  12.0 15.5 6.3 4.3 0.6 
Japan 5.7 -0 . 1  6.9 3.0 10.4 4. 8 8.6 2.4 
Germany. Fed. Rep. of 6.8 8.0 5.3 5.4 7.7 7.5 10.6 4.5 5.3 5.1 

Dro:uJ n>oney 

Seven major countrie!> 9.7 10.5 8.3 8 .8 9 . 1  6.7 7 .4 7 . 8  
Of which. 

United States 9 . 1  12.2  7.9 8.9 9.3 4.3 5.2 4.5 
Japan 7.9 7.3 7.8 8.7 9.2 10.8 10.2 1 2.0 
Germany. Fed. Rep. of 7. 2 5.5 4.5 5.2 6.8 6.0 6.8 4.2 5.3 5. 1 

Interest rates 

Six-month Eurodollar rate• 13.6 9.9 1 1 .3 8.6 6.8 7.3 8 . 1  9.3 8.6 8.3 

Developing countries 

Fiscal balances of central governments' 

Weighted averages -5.0 -5. 5 -+.8 -+.8 -7.0 -7.0 -6.8 -7.3 -5.0 
Medians -6.5 -5.9 -+.7 -4.5 -+.9 -5.4 -5.2 -4.7 -3.7 

Growth of monetary aggregates1 

Weighted averages 32.6 37.9 48.9 45.9 35.3 50.5 77.4 96.8 50.6 
Medians 17.3 16.2 16.3 15.4 1 7 .6 15.5 16.7 12.-t 12.0 

1 In percent of GNPIGDP. 
� For definition of fiscal impubes. see International Monetary Fund. Occasional Paper No.4-+ A Rel'ie••· of the Fiscal Impulse 

Measure (International Monetary Fund. I 986). See also footnotes to Table A 16. 
' For defwitions of monetary aggregates. see footnotes 3 and 4 to Table Al4. 
• London interbank offered rate on six-month U.S. dollar depo�it�. 
1 Broad money. 
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Financial Policies: 1 ndustnal Countries 

Table Al4. Major Industrial Countries: Monetary 
(Annual changes. in percent)� 

Aggregates, 1982-91 1 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Narrow money' 

Canada 3.2 1 1 . 1 0.9 SA 5.7 10.8 5.9 3.2 
United States 8.8 10.4 5.4 12.0 15.5 6.3 4.3 0.6 
Japan 5.7 -0 . 1  6.9 3.0 10.4 4.8 R.6 2.4 

France 9.6 13.0 I I .  I 6.7 6.0 4.3 4.3 6.5 5.0 5.0 
Germany, Fed. Rep. of 6.8 8.0 5.3 5.4 7.7 7.5 I 0.6 4.5 5.3 5 . 1  
Italy 16.7 12.9 12.4 10.4 10.7 7.4 7 . 6  8 . 9  5 . 2  6.5 
United Kingdom 10.3 12.7 9.3 14.4 10.5 16.9 9.9 

Seven major countries above 8.8 6.8 9.0 12.5 6.5 6.8 3.1  

Four major European countries above 10.8 9.9 7.6 9.4 7.3 9.6 7 . 1  

Broad money• 

Canada 7.5 4.4 6.3 10.6 9 . 1  7.5 10.5 14.0 
United States 9 . 1  12.2 7.9 8.9 9.3 4.3 5.2 4.5 
Japan 7.9 7 3 7.8 8.7 9.2 10.8 10.2 12.0 

France 1 2 . 1  13.7 9.8 6.0 4 . 1  4.3 3.8 3.7 4.5 5.0 
Germany. Fed. Rep. of 7.2 5.5 4.5 5.2 6.8 6.0 6.8 4.2 5.3 5 . 1  
italy 18.0 12.3 1 2.2 1 1 .0 9.4 8.3 lU 10.8 7.0 7.5 
United Kingdom 12.0 13.2 13.8 13.2 16.0 16.4 17.6 18.3 

Seven major countries above 9.7 10.5 8.3 8.8 9 . 1  6.7 7.4 7.8 

Four major European countries above 1 1 .5 10.7 9.5 8.4 8.7 8.3 8.6 8.4 

1 Composites for the country group� are average� of percentage change$ for individual countrie& weighted by the averdge U.S. 
dollar value of their respective GNPs over the preceding three years. 

) Based on end-of-period data. 
� M2 for the United Kingdom. M 1 for the other industrial countrie�. M I is generally currency in circulation plu� private demand 

deposits. In addition, Canada excludes private sector float; the United States includes traveler'� checks ol nonbank issue� and other 
checkable deposits and excludes private sector tloat and demand deposits of banks; Japan includes government demand depo�it� and 
excludes float: and the Federal Republic of Gem1any includes demand deposit� at fixed intere�t rates. The United Kingdom 
includes in M2 the non-interest-bearing component of M I ,  the private sector interest- bearing retail �terling bank deposits, and the 
private sector holdings of retail building society shares and deposits and national .;;avings bank ordinary accounb. 

• M I  plus quasi-money-generally M2, except for Japan. the Federal Republic of Germany. and the Umted Kingdom. for which 
the data are based on M2 + COs. M3. and M4. respectively. Quasi-money is e��entially private term deposits and other noticed 
deposits. The United States also includes money market mutual fund balances. money market deposit account�. overn1ght 
repurchase agreements. and overnight Eurodollars issued to U.S residents by foreign branchc� of U.S. banh. For Japan. Ml + 
COs is currency in circulation plus total private and public sector depo�it� and installments of Sogo Bank� plw. certificate� of 
deposit. For the Federal Republic of Germany. M3 is M I plus private time deposits with maturitic� of less than four year!> plus 
savings deposits at statutory notice. For the United Kingdom. M4 is composed a� follows: Non-interest-bearing M I plu� private 
sector interest-bearing sterling sight bank deposits plu� private sector sterling time bank deposit� plu� private sector holding� of 
sterling bank certificates of deposit plus private sector holdings of building society shares and dcpo!.its and sterling ccnilicates ol 
deposit less building society holdings of bank deposits and bank certificates of dcpo�it. and note� and coin. 

137 



©International Monetary Fund. Not for Redistribution

Financial Policies: Industrial Countries 

Table A 15. Major industrial Countries: Interest Rates, 1982-March 19901 

(In percent per annum) 

March 
1 982 1983 1 984 1 985 1986 1987 1988 1 989 1990 

Short-term interest ratesl 

Canada 14.4 9.5 1 1 .2 9.6 9.2 k.4 9.6 1 2 . 2  13.3 
United States 12.4 9 . 1  10.4 8.0 6.5 6.9 7.7 9 . 1  8.4 
Japan 7 . 1  6.7 6.4 6.6 5.0 4. 1 4.4 5.3 7.3 

France 14.7 12.6 1 1 .9 10. 1 7.8 8.2 7.9 9.3 10.6 
Gcm1any. Fed. Rep. of 8.9 5.8 6.0 5.4 4.6 4.0 4.2 7 . 1  8.4 
Italy 19.4 1 7 . 8  I5 .3  13.9 I l .9 I I .  I I I 2 I2.7 13.3 
United Kingdom I l .6 IO. I  9.9 1 2 . 2  I0.9 9.7 10.3 I3.9 I5.3 

Seven major countries above ll.S 9.3 9.7 8.4 6.9 6.7 7.2 8.7 9.3 

Four major European countries above I3.0 I0.8 I0.2 9.9 8 . 3  7.8 7.9 I0.3 I 1 .5 

Long-term interest rates·' 

Canada I4.4 I l .8 I2.7 I I .  1 9.5 9.9 I0.2 9.(} I0.8 
United States 13.0 I I .  1 I2.5 10.6 7.7 8.4 8.8 8.5 8.6 
Japan 8.3 7.8 7 . 3  6.5 5.2 5.0 4.8 5 . 1  6.9 

France 15.7  13.6 I2.5 10.9 8.4 9.4 9 . 1  8.8 10.0 
Germany. Fed. Rep. of 9.0 8. I 8.0 7 .0 6 . 1  6.2 6.5 7.0 8.9 
Italy 2 1 .6 19.5 I6.6 14.6 I2.2 I 1 . 6  I2.0 13.3 I4.2 
United Kingdom I 3 .  I 1 1 .3 I l .3 I I .  I IO.I 9.6 9.7 I 0.2 I2.3 

Seven major countries above 12.6 11 .0 1 1 .4 9.9 7.7 8.0 8 . 1  8 . 1  9.1 

Four major European countries above 1 3 . 9  12.4 1 1 .6 10.5 8.9 8.9 9.0 9.5 1 1 . 1  

1 Composites for the country groups arc averages of interest rates for individual countrie5 weighted by the average U.S.  dollar 
value of their respective GNPs over the preceding three years. 

2 Interest rate on the following instruments: Canada. three-month prime corporate paper: United States. three-month certificate� of 
deposit in secondary marker: Japan. three-month certificates of deposit (from July 1 984: earlier data refer to three-month Gcnsaki 
rate): Italy, three-month treasury bills: France. the Federal Republic of Germany. and the United Kingdom. three-month interbank 
deposits. 

' Average yield on government bonds with residual maturities of over I 0 year:. for Canada. yield on ten-year treasury bonds for 
the United States, and over-the-counter sales yield of ten-year government bond� with longest residual maturity for Japan. Long
term (7 to 1 0  years) government bond yield (Emprunts d'Etat a long tcrme TME) for France. yield on government bonds with 
maturities of 9-10 years for the Federal Republic of Germany. �econdary market yield on fixed-coupon (BTP) government bonds 
(average maturity of about 3.5 years) for Italy. and yield on medium-dated (ten-year) government �wck for the United Kingdom. 
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Financial Polil:ie�: lndu�trial Countries 

Table A16. Major Industrial Countries: Central Government Fiscal Balances and Impulses, 1982-91 1 

( I n  percent of GNP)2 

Fiscal balance 
( + surplus, - deficit) 
Canada' 
United States• 
Japan5 

France• 
Germany. Fed. Rep. or 
ltalys 
United Kingdom' 

Seven major countries above 

Seven major countriel. except 
the United States 

Fiscal impulse 
( + expansionary, - cmuractionarv) 

Canada' 
United States" 
Japan' 

France• 
Germany. Fed. Rep. or 
Italy" 
United Kingdom' 

Seven major countries above 

Seven major countries except 
the United State� 

1982 

-5.4 
-4.6 

-5 . 2 

-2.7 
-2.4 

-13.0 
-2.7 

-4.7 

-4.8 

1.3 

1 . 1  

-0.2 

0.2 
-0.8 

0.3 
-0.3 

0.4 

-0. 1  

1983 

-6.2 
-5. 2 
-5.0 

-3.2 
- 1 .9 

- 1 3 .9 
-2.7 

-5.0 

-4.9 

0.6 

0.8 

-0.4 

0.2 
-0.3 

0.3 
0.4 

0.4 

1984 

-6.8 

-4.5 

-4.2 

-3.4 
-1.6 

-13.2 
-3.1 

-4.6 

-4.7 

1.5 
0.5 

-0.6 

0.3 
-0.8 

0.3 
0.2 

-0.1 

1985 

-6.6 

-4.9 

-3.8 

-3.3 
- 1 .2 

- 1 3.8 

-2.3 

-4.7 

-4.5 

0.3 
0.6 

-0.3 

-0.1 

-0.4 

0.5 
-0.4 

0.2 

-0.1 

1986 

-4.8 
-4.9 

-3.2 

-2.8 

- 1 .2 
-12.3 

-2. 1 

-4.4 

-3.9 

- 1 . 7  

-0.8 

-0.4 

-0. 1 

- 1 . 6  

0.3 

-<0.3 

-0.7 

1987 

-4.2 
-3 .6 

-2.2 

-2.3 
- 1 .4 

- 1 1 .6 

- 1 .4 

-3.4 

-3.2 

-0.1 

-1 .0 
-0.9 

-0.6 

0. I 
-0.7 

0.3 

...{).7 

-0.4 

1988 

-3.4 

-3.0 
- 1 .3 

-2.0 
- 1 .7 

- 1 1 .5 
0.8 

-2.8 

-2.6 

-0.3 
-0. 2 
-0.7 

0.4 
0.4 

- 1 .2 

-<0.2 

-0.3 

1989 

-3.6 

-2.9 

-0.8 

-1.7 

-0.9 
- I I .  I 

-0.1 

-2.5 

-2.3 

0.2 
-0. 1 

-0.3 

-0.2 
-0.6 

-0.3 
1 .0 

-0.1 

-0.2 

1990 

-3.4 

-2.3 
-{).5 

- 1 . 6  

- 1 .2 
-10.8 

-0.6 

-2.2 

-2.2 

-0.5 
-0.6 

-0.3 

-0.1 

0.4 
-0.3 

-<0.3 

-0.1 

1991 

-3. 1  
-2. 1  

-0.3 
-1.5 

- 1 .0 
-1 0.4 

-0.9 

-2.1 

-2.0 

-0.2 
-0.2 
-0.2 

-0. 1  

-0.2 
-0.4 

0. 1 

-<0.2 

-0.2 
1 Composites for the country group� are weighted average� of the individual national ratio� for each year, with weight5 

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 GOP. 
1 Data for Canada and the United Kingdom arc on national income accounts ba�is. For Canada. the fiscal impube for 1989 

would be negative if interest payments were excluded from expenditure. 
• Data for the United States are on a budget basis. 
' Data for Japan arc on a national income basis and exclude social security transactions. 
• Data for France are on an administrative basb and exclude �ocial security transactions. 
7 Data for the Federal Republic of Germany arc on an administrative basis and exclude social security tran�action:,. 
" Data for Italy refer to the state sector and cover the transactions of the state budget as well as those of several autonomous 

entities operating at the same level but do not include the gro�:, tran�action� of social :,ecurity institutions. only their deficits. 
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Financial Policies: J ndustnal Coumrics 

Table A J 7 .  Major Industrial Countries: General Government Fiscal Balances and Impulses, 1982-91 1 

(In percent of GNPf 

Fiscal balance 
( + surplus. - deficit) 
Canada 
United States 
Japan 

France' 

1982 

-5.9 
-3.5 
-3.6 

-2.8 
-3.3 

1983 1984 

-6.9 -6.5 
-3.H -2.8 
-3 .7 -2.1  

-3.1 -2.8 
-2.5 - 1 .9 

1985 19�6 1987 1988 1989 

-6.8 -5.5 -4.4 -2.6 -3.4 
-3.3 -3.4 -2.4 -2.0 -2.0 
-0.8 -0.9 0.7 2 . 1  2.8 

-2.9 -2.7 -2.0 - 1 . 3  
- I .  I - 1 . 3  - 1 . 8  -2.1 

1990 

-3.4 
- 1 . 3  

3 . 2  

- 1 . 2  
-0.3 Gem1any. Fed. Rep. of 

Italy - 1 1 .3 -10.6 - 1 1 .6 -12.5 -1 1 .6 - 1 1 .2 -10.5 

- 1 . 4  
0.2 

-10.3 
0.8 

- 1 0 . 1  
United Kingdom• 

Seven major countries above 

Seven rm�jor countries except 
the United States 

Fiscal impulse 
( + expan:;iunary. - contrauionary) 
Canada 
United States 
Japan 

France 
Germany. Fed. Rep. of 
Italy 
United Kingdom 

Seven major countries above 

Seven major countrie� except 
the United States 

Memorandum 

Germany. Fed. Rep. of 
Fiscal balance. territorial 

authorities� 

United Kingdom 
Fiscal balance. including 

asset sales 

-3.5 

-4.0 

-4.4 

1 . 2  
0.4 

-0.5 

0.7 
-2.1 
-2.0 
-0.7 

--0.2 

-0.7 

-2.5 

-3.6 

--4.1 

0.9 
0.7 

-0.2 

-OA 
- 1 . 4  

0.6 

0.2 

-0.2 

-3.3 

-3.3 

-3.4 

-3.3 

-3.8 

1 . 2  
0.8 

- 1 . 3  

-0.7 
0.5 
0.8 

-0.3 

0.2 

-0.3 

-2.6 

-3.9 

-2.2 

-3.3 

-3.3 

1 . 2  
0.8 

-0.9 

0.2 
-0.8 

0.8 
-0.6 

0.2 

-0.3 

- 2 . 1  

-2.7 

- 1 .4 

-3.2 

-3.0 

- I .  I 
0.2 

-0.3 

-0. 1  
-0.1  
- 1 .0 
-0.3 
--0.1 

-0.4 

-2.2 

-2.4 

-2.2 

-2.0 

-0.3 
-0.6 
- 1 . 4  

- 1 . 0  
0.5 

-0.5 
-0.2 

--0.6 

-0.7 

-2.5 

- 1 . 5  

1 . 8  

-1.5 

- 1 .0 

-0.9 
0.2 

-0.9 

-0.2 
0.7 
0.1  

-0.7 

--0.1 

-0.4 

-2.5 

0.8 

- l . l  

-0.4 

0.6 
0. 1 

-0.5 

0.4 
- 1 . 7  
-0.1 

1 .2 

--0.1 

-0.3 

- 1 . 3  

0.8 

0.2 

-0.8 

-0.4 

-0.5 
-0.8 
-0.3 

-0. 1 
0.9 

-0.1 
-0.1 

--0.4 

- 1 . 8  

0.2 

1991 

-2.6 
-I.  I 

3.6 

- 1 . 2  
-0.1 
-9.7 

0. 1 

--0.5 

-0.1 

-0.7 
-0.2 
-0.3 

-0.3 
-0.3 
-0.1 

--0.3 

-0.3 

- 1 . 2  

0. 1 

1 Data arc on a national income accounts basis. Composites for the country groups arc weighted average� of the individual 
national ratios for each year. with weights proponionate to the U.S. dollar value of the respective GNPs in the preceding three 
years. 

� Canada. France. Italy. and the United Kingdom: in percent of GDP. 
' Adjusted for valuation changes of the foreign exchange stabilization fund. 
• Excluding asset sales. 
1 General government. on an administrative basis. excluding social security transaction�. 
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Financial PoUcies: Developing Countries 

Table A18. Developing Countries: Broad Money Aggregates, 1982-891 

(Annual changes, in percent) 

1982 1983 1984 1985 1986 1987 1988 1989 

Developing countries 32.6 37.9 48.9 45.9 35.3 50.5 77.4 96.8 

By region 

Africa 16.5 1 5 . 3  20.5 18.9 10.8 20.0 26.8 14. 1 
Asia 18.3 20.6 24.8 19.0 23.7 23.8 2 1 .8 18.9 
Europe 30.8 18.6 28.5 3 1 .5 33.3 40.5 63.0 1 1 6.2 
Middle East 20.2 15.9 19.0 18.5 12.8 1 1 .6 1 1 .0 13.6 
Western Hemisphere 74.2 107.9 144.5 1 39.1 84.3 150.0 312.4 467.4 

By predominant export 

Fuel 22.9 22.1 20.7 20A 22.5 30.2 22.3 14.2 
Non-fuel exports 37.5 46.6 65.2 59.9 4 1 .7 60.3 106.2 140. 1 

Manufactures 38.8 44.8 64.9 58. 1  43.4 66.4 122.4 1 5 1 .0 
Primary products 53.2 93.4 136.2 136.6 67.5 85.5 142.2 278.7 

Agricultural products 57.4 109.7 1 5 1 .2 139.7 70.7 89.8 139.5 269.6 
M inerals 39.9 49.1 9 1 . 2  1 24.6 52.8 65.2 156.5 326.3 

Services and private 
transfers 23.6 19.8 16.3 16.6 24.6 16.0 1 2 . 8  1 1 .8 

Diversified export ba c 16.0 15.5 18.9 13.4 8.4 15.2 22.8 15.2 

By financial criteria 

Net creditor countries 17.2 9.7 9.2 14.3 12.5 13.0 1 1 .4 13.8 
Net debtor countries 35.5 43.7 57.3 52.2 39.7 57.7 90.7 1 1 3.6 

Market borrowers 57.1 77.8 98.6 92.9 59.7 107.4 200.2 260.8 
Diversitied borrowers 20.5 23.4 33.7 24.9 23.6 25.1 32.4 39.6 
Official borrowers 30. 1 23.2 27.6 37.7 36.7 37.5 39.8 43. 1 

Countries with recent debt-
servicing difficulties 47.6 62.7 8 1 .9 82.6 57.0 Y6.3 176.6 245.5 

Countries without debt-
servicing difficulties 2 1 . 5  22.5 30.7 2 1 .2 2 1 . 1  20.3 19.5 18.3 

Miscellaneous groups 

Sub-Saharan Africa 20.4 15.Y 28.0 27.9 28.0 20.9 23.9 19.1  
Twelve major oil exporters 13.9 13.9 1 1 . 1  14.5 10.5 14.4 16.0 15.0 
Net debtor fuel exporters 27.8 33.0 30.3 25.6 3 1 .2 44.5 30.6 14.9 
Four newly industrializing 

Asian economics 27.6 19.5 15.2 1 8 . 1  20.0 22.8 19.2 16.4 
Small low-income economies 25.6 23.1  25.5 36.4 45.1 48.5 42.1 3 1 .0 
Fifteen heavily indebted 

countries 6 1 . 2  89.3 1 17.6 1 1 9 . 1  74.8 135.8 273.0 406.2 

Memorandum 
Median estimates 

Developing countries 17.3 J6.2 · 16.3 15.4 17.6 15.5 16.7 12.4 

By region 

Africa 16.3 13.9 16.6 16.0 15.2 14.0 14.9 1 1 .4 
Asia 20.7 20.4 16.6 16. 1 16.8 19.3 18.4 16.3 
Europe 17.9 I I .  7 13.8 10.3 13. C) 13.2 1 7 . 1  9 . 1  
Middle Ea�t 19.3 17.0 15.2 1 1 .7 9.9 8.9 7.9 1 1 .6 
Western Hemisphere 14.3 16. I 16.3 1 5 . 2  23.5 19.4 25.2 1 5 . 1  

1 Except where otherwise indicated. gcomelric averages of country indices. weighted by the average U.S.  dollar value of GDPs 
over the preceding three year�. 
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Financial Policies: Developing Countries 

Table A l 9. Developing Countries: Central Government Fiscal Balances, 1982-901 
( In percent of GDP) 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

By predominant export 

Fuel 
Non-fuel export� 

Manuractures 
Primary product 

Agricultural products 
Minerals 

Services and private 
transfers 

Diversified export base 

By financial criteria 

Net creditor countries 
Net debtor countries 

Market borrowers 
Dive rsified 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 economics 
Fifteen heavily indebted 

countries 

Memorandum 
Median estimates 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

1 982 

-5.0 

-6.7 
-4.2 
-0.8 
-6.8 
-5.8 

-5.8 
-4.7 

-2.8 
-8.2 
-9.1  
-5.2 

-12.9 
-6.0 

-0.6 
-5.8 

-5.() 
-5.4 
-8.2 

-6.6 

-4.8 

-7.1 
-5.4 
-9.5 

-2.1 
-7.3 

-5.5 

-6.5 

-7.3 
-6.0 
-1 .8  
-9.1 
-5.4 

1983 

-5.5 

-7.8 
-3.2 
-0.6 

-10.0 
-5.8 

-7.6 
-4.4 

-3.0 
-7.2 
-7.5 
-6.3 

- 1 1 . 7  
-5.3 

-6.3 
-5.4 

-5.3 
-5.0 
-7.2 

-6.0 

-4.5 

-5.8 
-7.9 
- 8 . 1  

-0.9 
-6.4 

-5.6 

-5.9 

-7.7 
-4.2 
-I. I 
-9.2 
-5.1  

1984 

-4.8 

-5.3 
-2.8 
-0.6 

-10.4 
-4.9 

-5.7 
-4.4 

-3.3 
-6.4 
-6.5 
-5.9 

- 1 1 .6 
-4.9 

-6.9 
-4.5 

-4.2 
-4.2 
-6.7 

-4.6 

-U 

-5.1 
-5.9 
-4 . 1  

0 . 1  
-5.8 

--4.3 

. -4.7 

-5.7 
-3.5 
-1 .6 

-12.8 
-4.8 

1985 

-4.8 

-3.3 
-3.1 
-0.7 
-8.2 
-6.8 

-5.1 
-4.7 

--4.2 
-4.2 
-4.0 
-5.0 

- 1 2 . 1  
--4.6 

-5.6 
--4.7 

-5.2 
-3.7 
-6.4 

-5.7 

-3.4 

-5.4 
-4.6 
--4.1  

0.8 
-6.5 

-5.9 

-4.5 

-5.0 
-3.8 
- 1 .2 
-8.5 
-3.0 

1986 

-7.0 

-5.6 
-3.9 
-0.8 

-13.7 
-9.1 

-10.7 
-5.3 

-5.0 
-3.7 
-3.5 
--4.6 

- 1 1 .0 
-6.1  

-12.4 
-6.1  

-7.9 
--4.2 
-6.3 

-7.5 

-4.3 

-6.1 
-10.5 

-8.3 

0.4 
-6. 6  

-8.2 

-4.9 

-5.8 
-4.7 
-2.3 

-14.6 
-2.8 

1987 

-7.0 

-8.4 
-3.5 
-0.6 

-12.3 
-9.3 

- I I .  I 
-5.2 

-4.8 
-4.2 
-4.0 
-5.2 

-1 1 .6 
-5.6 

-1 1 .6 
-6.2 

-8.2 
--4. 1 
-6.9 

-7.8 

-4.2 

-7.7 
-10.3 

-9.3 

0.3 
-6.5 

- 9 . 1  

-5.4 

-6.9' 
-4 . 1  
-2.0 

- 1 2 . 1  
-2.6 

1988 

-6.8 

-8.6 
-3.4 

0.2 
- 1 1 .7 

-9.3 

-10.5 
-5.3 

-5.2 
-4.4 
-4.5 
-3.7 

- 1 1 .0 
-4.3 

-10.9 
-6 . 1  

-8.1 
-4.0 
-6.3 

-7.5 

-4.4 

-7.1 
-10.7 

-8.5 

0.9 
-7.0 

-9.0 

-5.2 

-5.8 
-4.1 
- I .  I 

-12.3 
-3.6 

1989 

-7.3 

-5.9 
-3.1 
-2.0 

-10.0 
-12.9 

-7.4 
-7.2 

-8.2 
-3.5 
-3.5 
-3.3 

-9.2 
-4.6 

-8.9 
-7.0 

- 1 0 . 1  
-3.8 
-7.2 

-9.7 

-3.7 

-6.9 
-8.0 
-4.8 

0.5 
-6.7 

- 1 1.9 

-4.7 

-5.0 
-4.5 
-2.2 

-10.4 
-2.7 

1990 

-5.0 

--4.7 
-3.2 

0 . 1  
-9.5 
-6.5 

-6.4 
-4.5 

-4.7 
-3.8 
-3.9 
-3.6 

-2.6 
-4.3 

-8.7 
-4.4 

-5.7 
-2.8 
-5.8 

-5.3 

-3.4 

-5.9 
-7.1  
-3.3 

-0.4 
-6.5 

-6.8 

-3.7 

-3.9 
-2.2 
-0.8 
-9.4 
-2.1  

1 Arithmetic averages of country balances, in percent of GDP. weighted by the average U.S. dollar value of GDPs over the 
preceding three years. 
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Trade: Summary 

Table A20. Summary of World Trade Volumes and Prices, 1972-91 
(Annual change�. in percent ) 

Average' 
1972-81 1 982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

World trade1 

Volume 5.2 -1 .6  2.9 8.8 3.3 4.9 6.5 9. 1  7 .2  6.6 5.8 
Unit value in U.S. dollar tcm1s 13.0 -4.6 -4.9 -2.5 -2.4 4.5 10.0 4.7 0.8 3.9 3.5 

in SDR tcrms1 I 1 .2  1 . 9  - 1 . 8  1 . 6  -1 .5  -9.5 -0.2 0.8 5.7 1 . 7  2.9 

Volume of trade 

Exports 
Industrial countries 6. I - 1 . 9  3.0 9.8 4.7 2.3 5. 0  9.0 7.0 7.2 6.3 
Developing countries 2 . 1  -6.2 1 . 4  6.8 0.8 8.3 1 1 .4 1 1 .0 7.3 6.6 6.4 

Fuel exporters - 1 .6 -14.2 -5.1 0.2 -4.7 13.5  2.0 12.8 7.2 4.6 4. 1 
Non-fuel exporters 6.3 1 . 7  6.5 1 1 .4 4.2 6.7 1 5 . 1  10.5 7.3 7.2 7 . 1  

Imports 
Industrial countries 4.6 -0.6 4.5 12.4 4.7 8.4 7.0 9.2 8.0 6.7 5.4 
Developing countries 8 . 1  -3.5 -2.9 2.3 -0.1 -3.1 6.9 1 1 .2 8.9 7.2 6.3 

Fuel exporter� 16. 1 -1 .5 -1:!.2 -7.6 -1 1 .6 -20.0 -6.8 6.5 6.0 6.9 3.6 
Non-fuel exporters 5.4 -4.5 1 . 7  6.7 4.4 3.0 10.9 12.4 9.6 7.3 6.8 

Unit value of trade 
(in SDR tcm1s) 

Exports 
Industrial countries 8.8 2 .6 -0.8 1.2 -0.5 - 1 . 6  0.9 1 . 8  4.7 3.0 3.0 
Developing countries 19.0 1 . 2  -3.7 3.7 -4.0 -25.6 -0.-l- - 1 . 3  8.9 - 1 . 1  2.2 

Fuel exporters 28.7 2 . 1  -8. 1  2.8 -4.5 -49.0 8.6 -16.0 15.3 0.4 2.8 
Non-fuel exporters 10.8 0.4 4.4 -3.7 - 1 2.4 -3.5 3.8 7. 1  - 1 .6 2 . 1  

Imports 
Industrial countries 1 1 .0 0.9 -2.4 0.9 - I .  I -9.9 0. 1  0.3 4.7 2.7 3.2 
Developing countries 1 1 .2 2.7 -0.6 2.2 -2.3 -10.7 -2.9 2 . 1  7 . 1  -0.1 2.8 

Fuel exporters 9.3 3.9 0. 1 2.0 0.2 -4.1 - 1 .9 3.2 5.4 -0.7 3.2 
Non-fuel exporters 1 1 .8 2 . 1  -0.9 2.3 -3.2 -12.9 -3.2 1 . 8  7.5 2.7 

Terms of trade 

Industrial countries -2.0 1 . 6  1 . 6  0.3 0.7 9.2 0.7 1 . 5  0.2 -0.2 
Developing countries 7.0 - 1 . 4  -3.1 1 . 5  - 1 . 8  -16.6 2.6 -3.3 1 . 7  -1.0 -0.5 

Fuel exporters 17.8 -1 .7 -8.2 0.8 -4.7 -46.8 10.8 -18.6 9.4 1 . 1  -0.4 
Non-fuel exporters -0.9 - 1 . 7  1.0 2.0 -0.6 0.6 -0.4 1.9 -0.4 - 1 .6 -0.6 

Memorandum 

World trade prices (in U.S. 
dollar terms) for major 
commodity groups' 

Manufactures 1 0 . 1  -2.1  -2.8 -3.1 1 . 1  17.7 1 1 .9 6.1 -0.3 4.5 3.6 
Oil -4.6 -48.8 28.7 -20.5 2 1 . 4  2.7 3.6 
Non-fuel primary commodities 10.5 -9.9 6.9 4.2 -12.9 -1 .2  3.4 18 .2  -1 .9 -10.1  2 . 1  

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 coumric� shown separately below 

and on partly estimated data for the U.S.S.R. and nonmember countries of Eal.tern Europe. 
3 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 quotation� for non-fuel primary 
commodities exported by the developing countries. 
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Trade: Industrial Countric� 

Table A21.  Industrial Countries: Merchandise Trade, 1972-91 
(Changes, in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Total merchandise trade 

Value (in U.S. dollar terms} 
Ex pons 17.4 -5. 8 - I .  I 6.6 3 . 1  16.4 16.8 15.3 6.9 12.7 10.2 
1m pons 18.0 -6.1 - 1 .3 8.7 2.5 12.9 1 8 . 1  1 3.8 7.� 1 1 .9 9.4 

Volume 
Exports 6. 1 - 1 . 9  3.0 9.8 4.7 2.3 5.0 9.0 7.0 7.2 6.3 
1m pons 4.6 -0.6 4.5 12.4 4.7 8.4 7.0 9.2 8.0 6.7 5.4 

Unit value (in U.S. dollar terms) 
Ex pons 10.6 -3.9 -4.0 -3.0 -1 .4 13.7 1 1 .2 5 . 8  -0.2 5 . 1  3.6 
lmpol1!> 1 2.8 -5.5 -5.5 -3.3 -2.1  4.1  10.4 4.3 -0.2 4.9 3.8 

Tem1s of trade -2.0 1 . 6  1 . 6  0.3 0.7 9.2 0. 7 1 . 5  0.2 -0.2 

Non-oil trade 

Value (in U.S. dollar terms} 
Exports 16.8 -5.9 - 1 . 1  6 .8  3.0 19.6 17.2 1 5 . 8  6.9 12.7 10 .3  
Imports 15.5 -3.6 1 . 6  10.8 4.5 23.2 1 8.6 16.3 6.7 12.6 9.8 

Volume 
Ex pons 6.4 -2.2 2.7 1 0. 1 4.4 2.4 5 . 3  8.6 7 .3 7.2 6.4 
lmpom 5.6 1 . 6  6.0 14.3 6.3 8.6 7.6 9.3 7.9 7.2 5.7 

Unit value (in U.S. dollar terms) 
Exports 9.8 -3.8 -3. 8 -3.0 - 1 . 3  1 6 .8 1 1 .3 6.6 -0.4 5 . 1  3.7 
Imports 9.4 -5 . 1  -4.2 -3. 1  -1 . 7 13.5 10.2 6.3 - I .  I 5.0 3.9 

Tem1s of trade 0.4 1 .4 0.4 0. 1 0.4 2.9 1 . 0  0.2 0.7 0.1  -0.2 

Memorandum 

Real GNf>2 2.9 2.3 4. 1  3 . 1  2.6 3 . 1  4.0 3.4 2.6 2.8 
Apparent income elasticity of 

non-oil imports' 3.7 -46.7 2. 7 3.5 2.0 3.3 2.5 2.3 2.3 2.8 2 . 1  
.Import volume o f  developing 

countries 8 . 3  -3.5 -2.9 2.3 -0.1 -3.1 6.9 1 1 .2 8.9 7.2 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 1 6.3 20.0 -8.5 0.4 

Unit labor costs in manufac-
luring (in U .S .dollar terms) 8.6 - 1 .3 -4.0 -5.2 -0.6 17.9 9.0 3.4 -2.1  4.1  2.9 

1 Compound annual rates of change . 
• 1 Averages of changes for individual coumries weighted by the average U.S. dollar value of their respective non-oil imports over 

the preceding three years. 
' Ratio of growth in non-oil impons to growth in real GNP . 
. Average of individual commodity price indices weighted by the u.s. dollar value of industrial countrie�' impons of the 

respective commodities in 1979-8 1 .  
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Trade: Industrial Countries 

Table A22. Industrial Countries: Export Volumes, Import Volumes, and Turns of Trade, 1972-91 1 

(Annual changes. in percent) 

Average2 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991  

Export volumes3 

Canada 5.6 -0.5 7.4 18.6 6.4 3.5 7.3 10.0 -0.7 2.2 4.0 
United States 7.7 -10.9 -3.8 8.0 3.2 6.7 13.8 23.5 12.0 12.0 9.2 
Japan 8.9 -2.2 7.9 16.2 4.6 -0.6 0.3 5 . 1  3.9 4.8 5.9 

France 6.9 -3.8 3.7 5.3 1 .8 -0.2 2.3 9 . 1  9.4 6.7 6.3 
Germany, Fed. Rep. of 5.6 3.3 -0.3 9.2 5.9 1 . 3  2.8 7.4 7.7 5.8 5.3 
Italy 6.0 -1 . 7  3.4 7.9 3.2 3.8 3.0 5.0 9.2 6.7 6.2 
United Kingdom 4.0 2.8 2.3 8 . 1  5.5 4.0 5.0 1 . 4  5 . 7  1 2 . 9  9.3 

Other industrial countries 5.4 1.4 6.4 8.8 5.2 1 . 4  6.0 6.3 6.3 5.3 4.7 

All industrial countries 6 . 1  -1.9 3.0 9.8 4.7 2.3 5.0 9.0 7.0 7.2 6.3 
Of which. 

Seven major countries above 6.4 -3.0 1 . 9  10.2 4.5 2.7 4.7 10.0 7.3 7.8 6.9 
European countries 5.6 0.6 3.8 7.9 4.7 2.2 4.0 6.7 7.3 6.6 5.8 
European Community 5.7 0.8 3.2 7.8 4.5 2.4 4.2 6.9 7.4 6.9 6.2 

Import volumes' 

Canada 8.6 -16.5 I l. l 19.7 10.4 7.5 9.0 14.6 7.6 3.9 3 .3 
United States 4.6 -3.7 12.9 24.9 4.5 1 3 . 1  5.7 7.0 5.3 9.6 6.6 
Japan 3.5 -0.6 0.8 10.5 0.4 9.5 9.3 16.7 7.8 4.3 4.0 

France 6.7 3.0 - 1 . 9  3.4 4.3 7 . 1  6.7 9.3 9.0 7.6 6.2 
Germany. Fed. Rep. of 3.5 1 . 4  4.0 5 . 1  4. 1 6.2 5.4 6.7 8.0 8.0 5.3 
Italy 3.8 - 1 .7 - 1 . 9  10.8 4. 1 7.6 10.8 6.9 8.3 6.7 5.9 
United Kingdom 2.8 5.6 8.6 1 1 .4 3.2 7 . 1  7.0 1 3 . 1  9 . 1  5.7 6.0 

Other industrial countries 4.5 1 . 6  1 . 0  6.7 5.7 7 . 1  8.4 7.3 8.2 5.5 4.5 

All industrial countries 4.6 -{).6 4.5 12.4 4.7 8.4 7.0 9.2 8.0 6.7 5.4 
Of which. 

Seven major countries above 4.7 - 1 .5 5.8 14.3 4.4 9.0 6.5 9.9 7.9 7.2 5.7 
European countries 4.4 1 . 7  2.3 6.5 4.9 7.2 7.7 8 . 1  8 . 1  6.6 5.4 
European Community 4.5 1 . 8  2 . 1  6.4 4.7 7.3 8.2 8.7 8.6 7.0 5.7 

Terms of trade' 

Canada 2.2 -3. 1  1 . 3  -0.9 - 1 . 2  -2.5 2.6 2 . 1  4 . 1  -0.3 
United States -3.4 3.0 3.3 1 . 9  -2.2 0.6 -6.5 1 . 4  0 . 1  -0.3 - 1 . 2  
Japan -6.3 0.8 3.2 2.0 4.4 34.4 1 .0 2.4 -4.1  -3.3 1 .2 

France - 1 . 6  2.0 2.2 1 . 3  2.6 9.7 1 .0 0.5 -0 .9 1 .2 0.4 
Germany. Fed. Rep. of -2.5 3.7 1 . 7  -2.3 1 . 3  1 5 . 1  3.7 -0.3 - 1 .7 1 . 7  
Italy -3.4 2.7 2.3 -1 . 5  0.7 15.7 2.8 1 . 1  - 1 .3 -0.2 0 . 1  
United Kingdom -0.7 -0.4 -1.6 0.9 -5. 1  1 . 1  0.8 3.9 0.4 -0.3 

Other industrial countrie� -0.5 1 . 5  -0.4 1.2 0.5 5.0 0.3 1 . 5  1 . 1  0.2 -0.2 

All industrial countries -2.0 1.6 1.6 0.3 0. 7 9.2 0.7 1.5 0.2 -{).2 
Of which. 

Seven major countries above -2.6 1 . 7  2.3 0.7 10.8 0.9 1 . 5  -0.4 0.2 --0.2 
European countric� -1 .4 2.0 1 . 0  -0.3 1 .3 8.2 1 . 5  0.2 1 . 1  
European Community -1.6 1 . 9 1 . 2  --0.7 1 . 7  9.4 1 . 6  0.2 -0.1  1 . 2  

1 Trade i n  goods only. 
2 Compound annual rates of change. 
J 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 year!>. 
• Composites for country groups arc averages of percentage changes for individual countries weighted by the average u.s. dollar 

value of their respective merchandise imports 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 1987 1988 1989 1990 1991 

Developing countries 

Value (in U.S. dollar terms) 
Exports 23.4 -1 1 . 1  -5.4 6.3 �.2 -6.8 22.3 13.8 1 1 .5 7.6 9.5 
Imports 22.1  -7.3 -6.6 0.3 -3.3 -0. 1  14.4 18.0 1 1 .3 9.4 9.9 

Volume 
Exports 2 . 1  -6.2 1.4 6.8 0.8 8.3 1 1 .4 1 1 .0 7.3 6.6 6.4 
Imports 8 . 1  -3.5 -2.9 2.3 -0.1 -3. 1  6.9 1 1 .2 8.9 7.2 6.3 

Unit value (in U.S.  dollar terms) 
Exports 20.9 -5.2 -6.8 --0.5 -4.9 -14.0 9.8 2.6 3.9 1 . 0  2.9 
Imports 13.0 -3.9 -3.7 -2.0 -3.2 3 . 1  7.0 6 . 1  2. 1 2.0 3.5 

Terms of trade 7.0 -1 .4 -3.1 1 . 5  - 1 .8 -16.6 2.6 -3.3 1 . 7  - 1 . 0  -0.5 
Purchasing power of exports1 9.2 -7.6 - 1 .8 8.4 - 1 .0 -9.7 14.3 7.3 9 . 1  5 . 5  5 . 8  

Memorandum 

Real GNP growth of trading 
partners 4.3 0.8 3.5 5.5 3.2 3.8 4.7 5.2 3 . 9  3.2 3.6 

Market prices (in U.S. dollar 
terms) of primary commodities 
(excluding petroleum) exported 
by developing countries 10.5 -9.9 6.9 4.2 -12.9 - 1 . 2  3.4 18.2 - 1 . 9  - 1 0 . 1  2. 1 

Fuel exporters 

Value (in U.S. dollar terms) 
Exports 28.7 -17.9 -15.5 -1 .2  -9.9 -33.2 22.2 - 1 .5 17.9 7.3 7.7 
Imports 29.0 -4.2 -14.9 -9.6 -12.2 - 1 1 .3 0.7 14.2 6.6 8.4 7.6 

Volume 
Exports - 1 .6 -14.2 -5. 1 0.2 -4.7 13.5 2.0 12.8 7.2 4.6 4 . 1  
Imports 16. 1 - 1 . 5  -12.2 -7.6 -1 1 .6 -20.0 -6.8 6.5 6.0 6.9 3.6 

Unit value (in U.S. dollar terms) 
Exports 30.8 -4.4 -1 1 .0 - 1 .4 -5.4 -4 1 . 1  19.7 -12.7 10.0 2.5 3.5 
Imports J J . J  -2.8 -3. I -2.2 -0.8 !0.8 8 . 1  7.3 0.6 1 . 4  3 . 9  

Tem1s of trade 1 7 . 8  -1 .7 -8.2 0.8 -4.7 -46.8 10.8 -18.6 9.4 1 . 1  -0.4 
Purchasing power of exports1 1 5 . 8  -15.6 -12.9 1 . 0  -9.2 -39.7 13.0 -8.2 1 7 . 3  5 . 8  3.7 

Memorandum 

Average spot oil price' -4.6 -48.8 28.7 -20.5 2 1 .4 2.7 3.6 
Real GNP growth of trading 

partners 3.8 0.6 3 . 1  5.2 3.4 3.2 4.2 4.8 3.8 3.0 3.4 
Export unit value (in u.s. 

dollar tenl1S) of 
manufactures' 1 0 . 1  -2. 1 -2.8 -3. 1  1 . 1  1 7 . 7  1 1 .9 6.1 -0.3 4.5 3.6 
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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 terms) 
Exports 19.7 -4.4 3.2 1 1 . 5  -0.6 7.9 22.4 1 9 . 1  9.6 7.7 10.0 
lmports 19.8 -8.7 -2.4 4.7 0. 1 3.6 1 8.3 18.9 12.3 9.6 10.4 

Volume 
Exports 6 .3 1 . 7  6.5 1 1 .4 4.2 6.7 1 5 . 1  10.5 7.3 7.2 7 . 1  
Imports 5.4 -4.5 1 . 7  6.7 4.4 3.0 10.9 12.4 9.6 7.3 6.8  

Unit value (in U.S. dollar terms) 
Exports 12.6 -6.0 -3. 1 0.1 -4.7 1 . 2  6.3 7.8 2.2 0.5 2.7 
lmJ:>Ort.s 13.6 -4.4 -4. 1  - 1 . 9  -4. 1 0.6 6.7 5.8 2.5 2.1 3.4 

Terms of trade -0.9 - 1 .7 1 . 0  2.0 -0.6 0.6 -0.4 1 . 9  -0.4 - 1 . 6  -0. 6 

Purchasing power of exports2 5.3 7.6 1 3 . 6  3.6 7.3 14.7 12.6 6.9 5.5 6.5 

Memorandum 

Real GNP growth of trading 
partners -5.8 0.9 3.7 5.5 3.2 3.8 4.8 5.2 3.8 3. 1 3.6 

Market price (in U.S. dollar 
tem1s) 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 18.9 -0.8 -9.3 1.2 

Gross reserves {end of period) as 
percentage of total imports of 
goods and servicess 22.3 17.2 1 9 . 1  21 .0 23.3 27.2 30.8 28.4 28.5 28.9 29.4 

1 Compound annual rates of change. Excluding China. 
2 Export earnjngs deflated by import prices. 
1 Based on UK Brent, Dubai. and Alaska North Slope crude petroleum :;pot prices. 
• Exported by the industrial countries. 
' Gold holdings are valued at SDR 35 an ounce. 
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Trade: Developing Countries 

Table A24. Developing Countries: Export Volumes, 1972·91 
(Annual changes. in percent) 

Avcragc1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 2.1 �.2 1.4 6.8 0.8 8.3 I I A  1 1 .0 7.3 6.6 6.4 

By region 

Africa -0.2 -3.6 -0.9 7.5 5.6 9.1 0.2 2.2 6 . 1  5.6 3.6 
Asia 10.5 L . 6  9 . 1  13.5 3.7 13.5 19.9 12.9 10.1 9.4 8.2 
Europe 5.4 4.6 6.1 12.7 2.3 -0.7 7.9 5.7 0.8 1.4 3.8 
Middle Ea�t -2.5 -17.8 -10.3 -4.!l -7.1  14. 1  3 . 1  15.3 7.0 3 . 1  4.6 
Western Hemisphere 2.6 - 1 . 0  7.6 7.8 1 .0 -2.8 7.8 10.5 3.0 3.8 5.0 

By predominant export 

Fuel - 1 . 6  - 1 4 . 2  - 5 . 1  0.2 -4.7 13.5  2.0 12.8 7.2 4.6 4.1  
Non-fuel exports 6.3 1 . 7  6.5 1 1 .4 4.2 6.7 1 5 . 1  10.5 7.3 7.2 7 . 1  

Manufactures 9.7 2.4 9.7 15.0 4.2 6.9 18.9 1 1 .9 7.7 7.0 7.2 
Primary products 1 . 7  0.8 -0.6 0.5 5.7 6.4 5.3 2.5 5.2 7.8 6.0 

Agricultural products 2.0 - 1 . 5  -0.7 -0.2 6.3 7.8 5.6 5.5 5.2 9.3 4 . 1  
Minerals 1.5 5.7 -0.4 2. 1 4.5 3.3 4.8 -2.9 5.3 4.9 10.0 

Services and private 
transfers 1 . 3  -2. 1  -0.6 3.1 -0.3 6.7 5.6 10.2 7.0 5.2 8.3 

Diversified export base 3 . 1  0.8 2.2 7.6 4.3 5.7 5.7 8.6 6.6 8.0 7.0 

By financial criteria 

Net creditor countries -0.6 -17.5 -6.9 -3.8 -7.2 18.2  5.8 9.0 6.7 3.5 5.0 
Net debtor countries 3.6 -0.2 4.9 10.7 3.3 6.2 13.0 1 1 .4 7.4 7.3 6.7 

Market borrowers 6.2 1 . 7  9.3 1 1 .0 2.9 6.4 14.5 14.8 7.6 6.8 6.7 
Diversified borrowers 1 . 5  -3.5 -0.7 12.4 4.9 5.4 12.8 7.7 8.5 8.7 6.9 
Official borrowers 0.8 3.3 3.3 3.3 8 . 1  5.0 5.4 1 . 8  4.5 6.4 

Countries with recent debt-
servicing difficulties 0.8 -2.1  2.5 8.5 2.4 1 . 0  4.9 9.2 3.9 4.3 4.8 

Countries without debt-
servicing difficulties 8.0 1.8 7.4 12.8 4.2 10.5 19.1  12.9 9.6 9.0 7.9 

Miscellaneous groups 

Sub-Saharan Africa 0.3 - 1 . 5  - 1 . 5  2.0 -0.3 12.4 5.7 -4.1 3.3 5 . 1  4.8 
Twelve major oil exporters -2.4 -16.9 -7.5 -1.6 -5.6 15.4 0.9 13.9 8 . 1  4.8 4.7 
Net debtor fuel exporters -0.8 -4.2 3 . 1  10.3 1 . 3  13.4 5.3 9.9 6.8 6.7 4.2 
Four newly industrializing 

Asian economics 15.3 2.5 14.6 16.1  4.1  20.6 23.2 14. 1  9.5 7.5 7.4 
Small low-income economies -0.2 -3.2 2.0 -2.0 3.2 10.9 2.0 2.2 5.3 5.6 6.6 
Fifteen heavily indebted 

countries 2.4 -3.1 5.2 8.1 18 -0.1 6.0 9.9 3.6 5.2 6. 1 

1 Compound annual rates of change. Excluding China. 

l48 



©International Monetary Fund. Not for Redistribution

Trade: Developing Countries 

Table A25. Developing Countries: Import Volumes, 1972-91 
(Annual changes. in perccm) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 8.1 -3.5 -2.9 2.3 --0.1 -3.1 6.9 11 .2  8.9 7.2 6.3 

By region 

Africa 5.8 -9.0 -12.0 --0.3 -7.2 -7.3 -2.6 5.5 2.3 2.4 2.9 

Asia 8.9 1 .8 8.9 7.2 8.3 1 .8 16.0 19.2 13.0 9 . 1  7.8 

Europe 3.7 -6.9 3.5 7.9 4.0 3.6 3 .5 2.0 8.9 9.8 4.2 

Middle East 14.3 6. 1 -3. 1  -7.3 -1 3.2 -19.7 -6. 1 0.5 3.4 4.7 4.3 

Western Hemisphere 6.5 -18.4 -23.8 4.4 0 . 1  5.3 4.4 5.6 2.8 3.3 5.3 

By predominant export 

Fuel 16. 1 -1.5 -12.2 -7.6 - 1 1 .6 -20.0 -6.8 6.5 6.0 6.9 3.6 

Non-fuel exports 5.4 -4.5 1.7 6.7 4.4 3.0 10.9 12.4 9.6 7.3 6.8 

Manufactures 6.6 -3.2 5.7 9.0 9.2 5.0 1 3.6 14.4 12. 1 9 . 1  7.9 

Primary products 3.2 - 1 5 . 1  -9.4 -0.9 -4.1 5.8 7.2 1 . 8  1.4 -0.9 1 .6 

Agricultural products 2.6 -14.5 -7.5 0.5 -3.3 5.9 6.6 1 . 1  - 1 . 0  -1 .0 0.4 
Minerals 4.7 - 1 6.5 -13.8 -4.5 -6.4 5.6 8.7 3.5 7.2 -0.9 4.7 

Services and private 
transfers 5.0 3.7 4.5 3.2 -0.4 -3.8 -2 .7 3.5 -1.3 0. 1 2. 1 

Diversified export base 4.3 -4.8 -5.8 5.9 -7.4 -5.4 9.0 16.8 8. 1 7.8 7. 1 

By financial criteria 

Net creditor countries 16.6 4.5 6.2 -7.4 -16.9 -12.2 5.9 9.6 -1.8 7.0 6.3 
Net debtor countries 6.9 -5.2 -5.0 4.8 3 . 7  - 1 . 5  7 . 1  1 1 .5 9.6 7.3 6.2 

Market borrower 7.9 -7.9 -7.4 7.5 - 1 .4 4.5 13.5 15.5 1 3 . 7  7.6 7 . 1  

Diversified borrowers 7.6 -3.4 -3.8 1 . 6  10.4 -8.0 2.7 8.5 7.5 8.8 6.4 

Official borrowers 3 . 1  -1 . 1  -0.6 5.4 1 . 5  0.7 -0.1 6.3 0.7 1 . 5  2.4 

Countries with recent debt-
servicing difficulties 6 . 1  -1 1 . 6  -17.6 2 . 1  - 1 .4 -2.8 - 1 . 5  6.8 4.2 5.6 4.9 

Countries without debt-
servicing difficulties 7.9 1 . 7  7.2 6.8 7.3 --0.6 12 .7 14.2 1 2 . 5  8. 1 6.9 

�ceUancous groups 

Sub-Saharan Africa 0.9 -7.1 -10. 1 -5.1 0.4 1 . 6  -0.4 0.8 -0.4 0.3 

Twelve major oil exporters 1 7 . 1  5.3 -9.1 -10.0 - 14.8 -2 1 .8 -7.6 2.7 -1.4 7.4 4.6 

Net debtor fuel exporters 14.6 -7.1 -24.9 -4.3 - 1 .4 - 16.4 -6.7 12.8 6.6 8.7 3.7 

Four newly industrializing 
Asian economies 10.8 1 . 9  9.8 8.8 1.0 10.5 25.0 20.6 15.7 9.5 7.8 

Small low-income economies 0.7 -3.7 3 . 1  3.8 1 . 1  -0 . 1  4.8 1 . 3  0.2 0.6 

Fifteen heavily indebted 
countries 7.6 -16.9 -22.1 -1 .2 -2.6 2.7 2.3 6. 1 5 . 1  5.8 7.4 

1 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) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 20.9 -5.2 �-8 -0.5 �-9 -14.0 9.8 2.6 3.9 1.0 2.9 

By region 

Africa 19.9 - 1 1 .4 -2.1 -4.2 -5.8 - 1 9 . 1  I I .  I -0.6 1 . 1  -0.9 1 . 4  
Asia 12.8 -5.0 -3.6 1 .8 -4.3 -2.7 9.9 7.9 3.6 0.7 2.7 
Europe 10.9 - 1 . 9  -6.7 -5.4 - 1 .9 3.6 2.4 3 . 1  0.6 1.4 3.5 
Middle East 3 1 . 7 -2.3 -1 1 .8 - 1 . 9  -6.0 -39.2 18.6 -13.4 8.7 4.0 3.7 
Western Hemisphere 17.8 -8.5 -6.3 2.5 -5.9 -13.5 4.8 4.5 4.5 0 . 1  3.5 

By predominant export 

Fuel 30.8 -4.4 - 1 1 .0 -1.4 -5.4 -4 1 . 1  19.7 -1 2.7 10.0 2.5 3.5 
Non-fuel expons 12.6 -6.0 -3.1  0 . 1  -4.7 1 . 2  6.3 7.8 2.2 0.5 2.7 

Manufactures I 1 . 2  -4.2 -4.9 --(). 3 -3.2 3 . 1  6.7 7.9 3.0 0.9 2.7 
Primary products 12.6 -9.0 0.4 5.4 -6.3 -2.0 - 1 . 2  1 1 .6 1 . 8  -4.6 2.2 

Agricultural products 13.4 -8.4 0. 1 8.9 -6.6 - 1 . 3  -5.9 7 . 1  0.8 -2.4 3 . 1  
Minerals 1 1 .0 -10.5 0.9 - 1 .6 -5.5 -3.4 9.6 20.8 3.8 -8.8 0.3 

Services and private 
transfers 1 3 . 1  -6.9 -4.9 0.7 -4.0 -2.5 0.5 8.6 -2.0 3 . 1  3.3 

Diversified export base 16.3 -10.4 2.0 -2.9 -10.6 -4.5 12.8 4.2 - 1 . 8  1 . 8  3.0 

By fmancial criteria 

Net creditor countries 30.6 -2.8 -1 1 .0 -1.0 -6.1  -30.4 19.4 -5.3 6.9 3.5 3.6 
Net debtor countries 16.8 -6.5 -4.8 -0.4 -4.6 -9.3 7.4 4.5 3.2 0.4 2.7 

Market borrowers 1 6 . 1  -7.7 -5.1 - 0 . 1  -5.3 -9.4 8.5 4.8 4.3 0.2 2.4 
Dive rsified borrowers 19.9 -4.9 -5.3 - 1 .0 -3.5 - 1 1 .4 7.9 3.3 2.5 0.8 3.4 
Official borrowers 1 1 .8 -6.1  -2.1  0.5 -4.2 - l .2 0.4 7.6 - 1 .0 0.5 2.7 

Countries with recent debt-
servicing difficulties 18.3 -8.2 -4.4 -0.7 -5.4 -13.3 8 . 1  2.3 3 . 1  0.4 3.0 

Countries without debt-
servicing difficulties 14.5 -4.6 -5.3 -3.8 -5.7 7.0 6.0 3.3 0.4 2.6 

Miscellaneous groups 

Sub-Saharan Africa 13.0 -5.4 0.6 6.6 -2.9 -9.7 0.5 5.4 0.9 -4.2 1.9 
Twelve major oil cxponcrs 3 1 .7 -3.8 - 1 1 . 5  - 1 . 6  -5.4 -+3.4 2 1 .6 -14.3 10.6 2.2 3.4 
Net debtor fuel exporters 27.7 -7.8 -9.3 -0.8 -4.4 -39.9 1 7.4 -8.0 9.9 1 . 3  3.3 
Four newly industrializing 

Asian economics 10.2 -4 . 1  -4.6 2.0 -3.0 --() .5 9.3 8.6 5.0 0.3 2.2 
Small low-income economics 1 1 .7 -7.7 3. 1 8 . 1  -6.7 -3.2 5.6 8.6 0.7 - 1 .2 1.7 
Fifteen heavily indebted 

countries 18.6 -8.8 -5.9 2.6 -4.9 -16.2 7.0 3.2 4.9 -0.4 3.7 

1 Compound annual rate!> of change. Excluding China. 
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Trade: Developing Countries 

Table A27. Developing Countries: Import Unit Values, 1972-91 
(Annual changes. in percen1. in term!> of U.S. dollars) 

Average1 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 13.0 -3.9 -3.7 -2.0 -3.2 3. 1  7.0 6.1  2 . 1  2.0 3.5 

By region 

Africa 12.9 �.2 - 1 . 3 �.7 -3.2 9.0 8.9 5.3 1 .9  1 .4 3.8 

Asia 13.4 -5.4 -5.0 -0. 1 -U 1 .3 6.9 7.0 2.7 1 . 1  3 . 1  

Europe 12.4 -3.0 -5.4 -4.4 - 1 . 8  1 . 5  2.4 0.6 2.3 3.6 

Middle East 1 2.2 �.3 -3.8 -2.2 -2.5 9.4 9 2 7.2 0 6  2 . 1  3.7 

Western Hemisphere 13.3 -0.8 - 1 . 9  -2.5 -0.8 -3.6 7.0 6.9 3 . 1  6 . 1  4.6 

By predominant export 

Fuel I I .  I -2.8 -3.1 -2.2 -0.8 10 8 8 . 1  7.3 0.6 1 . 4  3.9 

Non-fuel exports 1 3 . 6  �.4 �. I - 1 . 9  -4. 1 0.6 6.7 5.8 2.5 2. 1 3.4 

Manufactures 13.6 -4.8 -5 . 1  - 1 .4 -3.5 0.4 6.5 6.2 2.3 1 .2 2.9 

Primary products 12.7 -2.3 -3.1 0.6 -1.3 2.9 7.0 6.2 3.2 7.5 5.8 

Agricultural products 13.2 -0.5 -VI 1 .3 - 1 . 6  1 .6 6.2 6.8 2.9 9 . 1  6 . 1  

Minerals 1 1 . 7  -6. 1 -4.8 - I .  I -0.4 6.2 8.9 4.6 3.8 4.0 5.2 

Services and private 
transfers 1 3 . 2  �.2 -6.0 -0.7 -5.0 0.2 6.5 7.4 4 . 1  3.5 3.0 

Diversified export base 1 5 . 1  -5.2 0.5 -6.9 -8.8 0.4 7.9 2.0 2.2 3 . 1  4.5 

By financial criteria 

Net creditor countries 1 1 .9 -5.0 -5.4 -0.7 -3.2 7.5 10.5 9.9 0.7 1 . 7 3.9 

Net debtor countries 1 3 . 1  -3.6 -3.4 -2.3 -3.2 2.4 6.4 5.4 2.4 2.0 3.4 

Market borrowers 1 3 . 2  -3.5 -2.6 -3.0 -3.7 0.4 6.8 5.9 2.8 13 3.0 

Diversified borrowers 1 3 . 5  -3.7 -4.1  - 1 .7 -2.3 4.7 6.6 4.7 1 .8 2.7 3.7 

Official borrowers 1 2 . 1  -3.9 -3.8 - 1 .7 -U 1 . 7 5.0 6 . 1  2.6 3.2 3.9 

Countries with recent debt-
servicing difficulties 13.0 -2.7 - 1 . 6  -3.4 -2.5 3 . 1  7.3 5.0 2.4 4.3 4. 1 

Countrie� without debt-
servicing difficulties 13.2 -4.6 -5.0 -1.5 -3.7 1 . 9  5.9 5.7 2.4 1 .0 3.0 

Miscellaneous groups 

Sub-Saharan Africa 14.0 -2.7 - I .  I 1 .2 -2.3 8.3 1 1 . 3  6.3 3.0 3.4 5.2 

Twelve major oil exporters 10.8 -3.9 -3.6 -2.6 -0.9 12.5 8.2 7.5 -0. 1 I .  I 3.8 

Net debtor fuel exporters 1 1 .2 -2.0 -2.5 -2.0 0.3 8.6 6.5 7 . 1  1 . 3  1 .4 3.9 
Four newly industrializing 

Asian economies 13.4 -6.0 -6.1 1 .2 -4.7 0.6 8.0 7.8 2.9 2.5 

Small low-income economic� 13.3 -5.0 -3. 1  0.5 -4.8 -l-.4 9 . 1  6.7 3.4 3.5 4.8 

Fifteen heavily indebted 
countries 13.0 -2.2 - 1 . 8  - 1 . 9  0.6 - 1 . 8 6.9 6.3 3.4 5.3 4.2 

1 Compound annual rates of change. Excluding China. 
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Trade: Developing Countries 

Table A28. Developing Countries: Terms of Trade, 1972-91 
(Annual changes. in percent) 

Average' 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 7.0 -1.4 -3.1 1.5 -1.8 -16.6 2.6 -3.3 1.7 -1.0 -0.5 

By region 

Africa 6.2 -7.6 -0.8 0.4 -2.7 -:!5.9 2 . 1  -5.5 -0.7 -2.3 -2 3 
Asia -0.5 0.4 1 . 5  1 .9 0.5 -4.0 2.8 0.8 0.8 -0.4 -0.4 
Europe - 1 . 3  1 . 1  - 1 .4 - 1 . 1  -0.1 2 . 1  2.5 0.5 -0.8 -0.1 
Middle East 1 7 . 3  2 . 1  -8.3 0.3 -3.6 --4+.5 8.6 -19.2 8.0 1 . 9  
Western Hemisphere 4.0 -7.7 -4.5 5. 1 -5 . 1  -10.3 -2.0 -2.2 1 . 3  -5.7 - I .  I 

By predominant export 

Fuel 17.8 - 1 .7 -8.2 0.8 -U -46.8 10.8 -18.6 9.4 1 . 1  -0.4 
Non-fuel expons -0.9 - 1 . 7  1 . 0  2.0 -0.6 0.6 -0.4 1 . 9  -0.4 - 1 . 6  -0.6 

Manufactures -2.1 0.6 0. 1 1 . 1  0.3 2.7 0.2 1 .6 0.7 -0.3 -0.2 
Primary products -0 . 1  -6.9 3.7 4.7 -5.1  -4.7 -7.7 5 . 1  - 1 . 3  -1 1 .2 -3.4 

Agricultural products 0.2 -7.9 2.6 7.5 -5.1 -2.9 - 1 1 .4 0.3 -2.0 -10.5 -2.8 
Minerals -0.6 -4.7 6.0 -0.5 -5.1  -9.0 0.6 15.5 -12.3 -4.7 

Services and private 
transfers - 0 . 1  -2.9 1 . 2  1 . 4  1 . 1  -2.7 -5.6 1 .2 -5.8 -0.3 0.2 

Diversified expo11 base 1 . 0  -5.5 1 .5 4.3 -2.0 -4 9 -+.6 2 . 1  -3.9 - 1 . 2  - 1 . 4  

By fmanciaJ criteria 

Net creditor countries 16.7 2.3 -6.0 -0 . 2  -3 . 1  -35.3 8 . 1  -13.8 6.2 1 . 8  -0.3 
Net debtor countries 3.3 -2.9 - 1 . 5  2.0 -1.4 - 1 1 .-t 0.9 -0.9 0.8 - 1 . 6  -0.6 

Market borrowers 2.5 -4.4 -2.6 3.0 -1 .7 -9.7 1 . 6  - 1 .0 1 . 5 - I .  I -0.6 
Diversified borrower� 5.6 - 1 .2 - 1 . 2  0.7 -1 .3  -15.3 1 . 2  - 1 . 3  0.7 - 1 .9 -0.3 
Official borrowers --0.3 -2.2 1 . 7  2.2 0 . 1  -2.8 -4.3 1 .4 -3.5 -2.6 - 1 . 2  

Countries with recent debt-
servicing difficulties 4.6 -5.6 -2.9 2.8 -3.0 -16.0 0.7 -2.6 0.7 -3.7 - I .  I 

Countries without debt-
servicing difficulties 1 . 1  -0.3 1 . 5  -0. 1 -7.5 1 . 0  0 3  0.9 -0.5 -0.4 

MJsceUaneous groups 

Sub-Saharan Africa -0.8 -2.8 1 . 7  5.4 -0.6 -16.6 -9.7 -0.8 -2.1 -7.3 -3. 1  
Twelve major oil exponers l lL9 -8.2 1.0 -4.6 -49.7 12.4 -20.3 10.8 1 . 1  -0.4 
Net debtor fuel cxponcrs 14.8 -6.0 -7.0 1.2 -4.6 -44.6 10.3 - 1 4 . 1  8.5 --0 . 1  -0.6 
Four newly indusiriali?.ing 

Asian economies -2.9 2.0 1 .6 0.8 1 .8 -1 . 1  1 .2 0.7 2.0 0.3 -0.4 
Small low-income economics - 1 . 4 -2.8 6.4 7.5 -2.0 -7.3 ' ., -.1.- 1 . 8  -2.6 -4.6 -3.0 
Fifteen heavily indebted 

countries 4.9 -6.8 -4. 1  4.6 -5.4 -14.6 0. 1 -2.8 1 .4 -5.4 -0.5 

1 Compound annual rate� of change. Excluding China. 
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Trade: Developing Countric� 

Table A29. Developing Countries: Non-Fuel Commodity Prices, 1972-91 1 

(Annual changes, in percent) 

Average: 
1972-81 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Non-fuel primary commodities' 10.5 -9.9 6.9 -U -12.9 - I . �  3.4 18.2 - 1 .9 -I 0 . 1  2 . 1  

B y  commodity group' 

Food 9. 1 -19.2 1 1 .2 2.9 -18.7 -12.0 7.4 25.3 -0.2 -4.6 1 . 1 
Beverages 10.3 1 . 1  7.9 15.9 -1 1 .6 16.2 -28.7 0.2 - 1 7 . 0  -18.4 13.2 
Agricultural raw materials 14.9 -6.6 4.8 4.3 -14.8 - 1 . 1  29.4 8.2 -0.7 -2.0 4.0 
Minerals and metals 7.8 -10.7 2.8 -6.5 -U -9.0 17.2 40.3 5.4 -18.3 -4.6 

By region• 

Africa 9.7 -10.0 7.7 4. 1  - 1 0.0 (_{) 0.8 1 4.2 -1.0 -10.2 0.4 
Asia 10.6 - 1 5 . 1  7.5 9.8 -20.4 -9.5 1 7.0 17.0 -2.7 -10.1 2.4 
Europe 9.2 -4.9 4.6 0.4 -12.2 -7.2 16.4 12.2 3.6 -5.6 0.8 
Middle East I 0. 3 -17.4 10.3 4. 6 -10.1  -2.7 1 1 .  1 29.4 1 2.0 -0.3 1 . 1  
Western Hemisphere 9 . 1  -7.9 5.6 -0.8 -8.3 5.5 -6.8 20.8 -2.6 -10.0 1 . 1  

By predominant export• 

Fuel 1 1 .2 -8.2 7.4 5.7 -13.4 2.5 7.8 1 1 .9 -7.1 -1 1 .3 3.0 
Non-fuel exports 9.6 -1 1 .2 6.6 3.6 -13.0 - 1 .4 2.4 18 .9 -0 . 8  -9.3 1 .1 

Manufacture� 9.8 -10.3 4.8 3.4 - 1 3 .9 - 1 .9 -0.8 1 4.2 -0.5 -4.9 3.7 
Primary products 8.9 -9.2 7.2 1 .5 -9.5 3 .9 -2.7 20.4 -0.9 - 1 3.0 -0.7 

Agricultural products 10. I -7.5 7.8 5.4 -1 1 .5 6.2 -1 1 .2 1 1 .6 -4.9 -7.9 3 .7 
Minerals 6.9 -12.8 6 . 1  -7.5 -4. 1 - 1 .5 1 9 . 1  37.2 5.4 -20. 1  -7.7 

Services and private 
transfers 10.8 -19.0 7.7 0.4 - 1 1 .0 3.4 0.9 24.4 4.6 -3.0 -0.9 

Diversified export base 10.2 - 1 4 . 1  7.9 9.2 -18.8 -13.4 21 .6 2 1 .2 -2.7 -9.7 1 . 8  

B y  financial criteria• 

Net creditor countries 10.4 -21.9 1 1 .3 3.0 -21.6 -0.4 18.6 27.0 -2.2 -8.0 - 1 . 2  
Net debtor countries 9.7 -10.8 6.7 3.9 -13.0 - 1 .0 3.0 18.0 - 1 .6 -9.5 1 . 4  

Market borrowers 9.2 -10.8 7.2 3.3 -14.0 -4.6 7.8 21 . 0 -2.5 - 1 0.0 1 . 7  
Diversified borrowers 10.6 -10.4 6 . 1  4. 2  -12.9 2.3 -0 . 1  13.4 -2.6 -9. 1 1 .9 
Official borrowers 9.5 -1 1 .6 6.5 4.6 -10.7 1 .5 - I .  I 19.3 2.2 -9.3 -0.1 

Countries with recent debt· 
servicing difficulties 9 . 1  - 1 0 . 1  7.0 1 . 2  -1 0.2 0.7 1 . 5  20.6 -0.4 -9.8 0.2 

Countries without debt-
servicing difficulties 10.7 -1 1 .9 6.2 8.0 -17.0 -3.5 5.6 13.9 -3.5 -9.1 3.5 

MisceUaneous groups• 

Sub-Saharan Africa 9.2 -8.3 9.2 5.0 -9.9 2.8 12.4 - 1 .9 - 1 2 . 1  0.3 
Twelve major oil exporters 1 1 .3 -9.7 7.9 6.3 - 1 5 . 9  -0.9 17.0 14.6 -8.0 - 1 1 .8 3.0 
Net debtor fuel exporters 1 1 .2 -7.8 7.3 5.8 -13.2 2.5 7.6 1 1 .5 -7.2 - 1 1 .4 3 . 1  
Four newly industrializing 

Asian economics 10.2 -8.4 5 . 1  17.8 -20.0 -17.0 17.3 1 1 .  1 -4.6 - 9 . 1  6.9 
Small low-income economiel> 8.7 -12.7 10.0 6.4 -13.0 -0. 1 2. 1 18.3 0.8 - 1 2 . 1  - 1 .0 
Fifteen heavily indebted 

countries 9. 1 -8.7 6.4 2.3 -10.9 1 .5 -1 .9 18.7 -1.9 -10.7 1 . 6  
Memorandum 

Average spot oil pricc5 --l.6 -48.8 28.7 -20.5 2 1 .4 2.7 3.6 
Export unit value of 

manufactures• 10. 1 -2.1 -2.8 -3 . 1  1 . 1 17.7 1 1 .9 6. 1 -0. 3 4.5 3.6 

1 Ln U.S. dollar terms. 
2 Compound annual rates of change. 
3 Based on averages of componem commodity price indices weighted by the u.s. dollar value of export� of each commodity 

from developing countries i n  1979-8 1 .  
• Based on averages of individual commodity price indices weighted according to the 1979-81 composition of commodity exports 

of the respective groups of developing coumries. 
' Average of UK Brent. Dubai. and Alaska North Slope crude petroleum �pot prices. 
• Exported by the industrial countries. 
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Current Account: Summary 

Table A30. Summary of Payments Balances on Current Account, 1982-91 1 
(In billions of U.S. dollars) 

Industrial countries 

United States 
Japan 
Germany. Fed. Rep. of 

1982 

-27.8 

-7.0 
6.9 
5 . 1  

I 983 I 98� 191:;5 I 986 

-24.5 -62.2 -50.9 -12.7 

-44.3 
20.8 

5.3 

- 1 04.2 -1 12.7 -133.3 
35.0 49.2 85.X 

9.9 16.6 39.4 

!987 1988 1989 1990 

-36.8 -52.3 -81.9 -79.J 

-143.7 
R7.0 
45.2 

- 1 26.5 -106.0 -1 13.3 
79.6 57.2 57.4 
48.6 52.8 62.3 

1991 

-72.1 

- 1 29.9 
73.4 
68.3 

Other industrial countries -32.8 -6.3 -:!.8 -3.9 -4.6 -25.3 -54 . 1  -85.8 -85.6 -83.9 

Developing countries 

By region 

Africa 
Asia 
Europe 
Middle East 
Western Hemisphere 

By analytical criteria 

Fuel exporters 
Non-fuel exporte rs 

Market borrowers 
Official borrowers 

Countries with recent debt-
servicing difficulties 

Countries without debt
servicing difficulties 

Other countrie� 

TotaJl 
(in percent of 

exports of good� and services) 

Memorandum 

Total. by selected categories 

Trade balance 
Timing asymmetry• 
Residual asymmetry 

Balance on services 
(in percent of �crviccs debits) 

Private transfers. net 
Official transfers. net 

' Including official transfer�. 

-77. 1 -57 .8 -27.6 -21.9 -41.4 2.5 -13.2 -13.8 -19.9 -23.4 

-21.5 
-16.6 

-3.1  
4.8 

-40.8 

-12.3 
-14.2 

-2.5 
-19.2 

-9.6 

-7.9 - 1 . 1  
-4.2 -IJ.9 
-0.5 -0.5 

-13.6 -3.5 
- 1 . 4  -2.9 

-10.3 
�.0 

- 1 . 7  
-17.2 
- 1 6.2 

-15.4 -16.8 -1.5 2.8 -3 1 .3 
-61 .7 -40.9 -26.0 -24.8 -10. 1 

-49.1 - 1 2 . 8  - 1 . 1  5.3 -6.3 
-17.7 - 1 1 .6 -13.3 -12.7 -1 1 .9 

-83.3 -31.8 -15.5 -1 1 .0 -33.4 

-22.8 -25 . 1  -15.6 -13.8 - 1 5 . 8  

5.7 6.8 8 . 3  3 . 7  5.0 

-99.2 -75.4 -81.4 -69. 1 -49. 1 

-3.8 -3.0 -3.1  -2.6 - 1 . 6  

-2.8 
-5.0 

:u 
-85 . 1  

-9.6 
0.4 

-1 1 .7 

5.7 
3.0 
2.7 

-73.8 
-9.0 

2.3 
-9.7 

10.4 
1 . 0  
9.4 

-84. 7  
-9.8 

4.2 
- 1 1 .3 

5.9 
7.0 

- I .  I 

-66.3 
-7.7 

3.3 
-12.1  

8.9 
6.0 
2.9 

-46.4 
-4.9 

4.-1 
-1 6.0 

-5.1 
20.8 

1 . 3  
-3.8 

-10.7 

-10.7 
9.6 
6.5 

-P..7 
-10.0 

-8.9 
-{).2 

3.8 
2.6 

-1 1 .2 

-7.7 
-0.8 
- 1 .2 

2.7 
-12.8 

-8.6 
-3.0 
- I .  I 

2.6 
-13.3 

-3.7 -20.4 -4.5 -2.6 -2.4 
6.3 7 . 1  -9.3 -17.4 -20.9 

1 1 . 1  1 1 .8 1.2 1 . 5  0.2 
-1 1 .5 -14.1  - 1 7 . 1  -17.5 -16.7 

-16.0 -18.3 -20.9 -26. 1 -28.6 

0.4 -2.0 -10.4 -10.4 -10.3 

10.0 6.1 1 .5 -1.9 -2.1 

-24.2 -59.4 -94.1 - 1 0 1 .0 -97.5 

-0.7 - 1 . 5  -2.2 -2.1 -1.9 

33.0 
26.0 

7.0 

-42.7 
-3.9 

6.6 
-21.2 

34.8 
14.0 

20.!1 

-78.5 
-6.1 

7.2 
-23.0 

17.3 
10.0 

7 . 3  

-95. 1  
-6.7 

6.7 
-22.9 

16.7 
12.0 

4.7 

-97.7 
-6.2 

5.3 
-25.3 

32.4 
13.0 
19.4 

- 1 0 8 . 1  
-6.4 

3.4 
-25.3 

: Covers estimated balances on current transactions only in convertible currcncie� of the U.S.S.R. and nonmember countries of 
Eastern Europe. 

1 Reflects crrorl>, omissions. and asymmetric� in reported balance or payment<. �tatistit!> on current account. plu� balance of liMed 
groups with countries not included. 

• Staff estimates of the difference between the beginning-of-year and end-of-year c;tloat.N that IS. the value of export� that have 
not yet been recorded a� imports (usually because the goods arc m tran�il or becau!>c of delays in the processing of the 
documentation). The estimates should be viewed only as rough order� of magnitude. 
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Current Account: Industrial Countries 

Table A31.  Industrial Countries: Balance of Payments on Current Account, 1982-91 1 
(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 -7.6 -7. 1  -8.4 -16.6 -20.2 -2 1 .4 

United States -7.0 -44.3 -104.2 - 1 12.7  -133.3 - 1 -1-3.7 - 126.5 -106.0 - 1 1 3.3 -129.9 

Japan 6.9 20.8 35.0 49.2 85.8 87.0 79.6 57.2 57.4 73.4 

France -1 1 . 9  -4.2 -0.8 -0.3 2.4 -4.4 -3.6 -3.3 -3.9 -3. 1  

Germany, Fed. Rep. of 5 . 1  5.3 9.9 16.6 39.4 45.2 48.6 52.8 62.3 68.3 

Italy --6.2 1 .5 -2.5 -3.7 2.6 - 1 .5 -5.2 -1 0.9 - 1 1 .5 - 1 1 .3 

United Kingdom 8.0 5.7 2.5 4.2 0.2 -6 . 1  -26.3 -34.2 -25.7 -22.0 

Other industrial countries -25.0 - 1 1 .8 -4.2 -2.6 -2.1 --6.2 -10.6 -20.8 -24.2 -26. 1 

All industrial countries -27.8 -24.5 -62.2 -50.9 -12.7 -36.8 -52.3 -81.9 -79.1 -72.1 

Of which. 
Seven major countries above -2.8 - 1 2 .7 -57.9 -48.3 -I 0.6 -30.5 -41.7 -6 1 . 1  -54.9 -46.0 

European countries -20.4 3.2 15.4 24.7 53.1 36.5 14.2 0.2 10.6 20.1 

European Community -20.2 1 . 1 9.2 18.9 5 1 . 1  36.2 15.0 0.3 12.8 23.3 

Balance on goods, services. and 
private transfers 

Canada 2.0 2.4 7 � __ .) - 1 . 2  -7.7 -().6 -8.0 -16.2 -1 9.6 -20.8 

United States - 1 .5 -38.0 -95.6 - 1 0 1 . 5  - 1 2 1 .5 -133.6 - 1 16.2 -97 . 1  -104.4 -122.6 

Japan 8. 1 22.2 36.4 50.5 87.3 89.7 82.6 60.4 6!.2 77.4 

France -9.2 -2.1  I .  I 1 .0 5.2 - 1 . 4  0.8 2.0 2.7 4.0 

Gem1any. Fed. Rep. of I I .  I 10.6 16.1  22.6 �6.8 55.4 59.9 64.6 76.5 83.6 

Italy -5.7 1 . 5  -2.6 -3.5 5.6 0. 7 -2.4 -8.3 -8.3 -7.9 
United Kingdom 1 1 . 2  8.6 5.3 8.5 3.4 -0.7 -20.4 -26.9 -19.7 -16. 1  

Other industrial countrie� -23 . 2  -8.7 -2.2 -2.1 - 1 .5 -5.x -10.8 -2 1 .9 -25.9 -28.4 

All industrial countries -7. 1 -3.5 -39.3 -25.6 J7.6 -2.2 -14.5 -43.4 -37.6 -30.8 

Of which, 
Seven major countries above 1 6 . 1  5.3 -37.0 -23.5 1 9 . 1  3 . 6  -3.7 -2 1 .4 -1 1 .6 -2.4 

European countries -6.7 16.3 27.8 36.9 70.0 57.6 38.0 25.8 38.6 49.2 

European Community -9.0 10.8 19. 1 29.8 66.4 55 .3 36.5 23.4 38.1  49.5 

Memorandum 

Balance on current account 
as percentage of GNP 

Canada 0.8 0.8 0.6 -0.4 -2.1 - 1 .7 - 1 .7 -3.0 -3.5 -3.4 

t,Jnited States -0.2 - 1 .3 -2.8 -2.8 -3. 1 -3 . 2  -2.6 -2.0 -2.0 -2.2 

Japan 0.7 1 .7 2 . 8  3.6 4.3 3.6 2.8 2.0 2 . 1 2.4 

"France -2. 1  -O.S -0.2 -0.1 0.3 -0.5 -0.4 -0. 3 -0.4 -0.3 

Germany. Fed. Rep. of 0.8 0.8 1 . 6  2 . 6  4.4 4.0 4.0 4.4 4.4 4.5 

Italy - 1 . 5  0.4 -0.6 -0.9 0.4 -0.2 -0.6 - 1 .3 - 1 . 1  - 1 . 0  

United Kingdom 1 .6 1 . 2  0.6 0.9 -0.9 -3.2 -4.1  -2.9 -2.3 

Other industrial countries -2.3 - I .  I -0.4 -0.2 -0.2 -0.4 -0.6 - 1 . 0  - I .  I - 1 . 1  

All industrial countrie:; -0.4 -0.3 -0.7 -0.6 -0.1 --0.3 -0.4 -0.6 -0.5 -0.4 

Of which. 
Seven major countries above -0.2 -0.8 -0.6 -0.1 -0.3 -0.3 -0.5 -0.4 -0.3 

European countries -0.7 0. 1 0.5 0.8 1 .3 0.7 0.3 0.2 0.3 

European Community -0.8 0.4 0.7 1 .5 0.8 0.3 0.2 0.4 

1 including official transfers. 
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Table A32. Industrial Countries: Current Account Transactions, 1982-91 
(In billions of U.S. dollars) 

1982 J9g3 1984 1985 1986 1987 1988 1989 1990 1991 

Exports (f.o.b.) 1 . 136.9 1 . 124.4 1 . 198.2 1 . 236.0 1 .438.8 1 .680. 1 1 .937.4 2,070.4 2.332.9 2,570.0 

Imports (f.o.b.) 1 . 167.1 1 . 152.1  1 .251 .  9 1 .283.4 1 .449 . 1  1 .7 1 1 . 6  1 .948.3 2 , 1 00.6 2,35 1 . 4  2,573.3 

Trade balance -30.2 -27.7 -53.6 -47.5 -10.4 -31.5 -10.9 -30.2 -18.5 -3.3 

Service� receipts 608.9 559.3 587.8 613.2 704.3 848.7 973.2 1 .080.4 1 ,209.5 1 ,299.0 

Services payments 583.1 532.7 570.6 586.8 669.4 8 1 2 . 8  972.1 1 .089 . 1  1.221.5 1.316.3 

Balance on services 25.9 26.7 17.2 26.4 34.9 35.9 1 . 1  -8.7 -12.0 -17.3 

Balance on 
goods and services -4.4 -1 . 1  -36.4 -21.0 24.5 4.3 -9.7 -38.9 -30.5 -20.6 

Private transfers, net -3.8 -4.3 -1-.0 -4.4 -6.6 -6.1  -4.7 -4.4 -7.0 -10.2 

Official transfers. net -19.7 -19.1  -2 1 . 8  -25.5 -30.6 -35.0 -37.9 -38.5 -4 1 .6 -41.3 

Balance on current account -27.8 -24.5 -62.2 -50.9 -12.7 -36.8 -52.3 -81.9 -79. 1 -72.1 

Memorandum 

Current account balance 
as percentage of GNP -0.4 -0.3 -0.7 -0.6 -0. 1 -0.3 -0.4 -0.6 -0.5 -0.4 

Current account balance 
as percentage of exports 
of good� and services - 1 . 6  - 1 . 5  -3.5 -2.8 -0.6 -1.5  -1 .8  -2.6 -2.2 - 1 . 9  

Exports of goods and services I .  745.8 1 .683.7 I. 786. I 1 .849.2 2. 143.0 2.528.7 2.910.6 3 . 150.8 3.542.4 3,869.0 

Oil trade balance' -196.4 -165.0 -161.7 -143.1  -87.9 -105.7 -93.6 - 1 16.0 -123.6 - 1 3 1 .8 

' Figure� shown are on a balance of payment5 ba!.b with rough adju�tmenb 10 those countrie� · oil trade balance data that are 
only available on a trade returns basis. 
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Table A33. Developing Countries: Summary of Payments Balances on Current Account, 1982-91 1 

(In billion� of U.S. dollars) 

1982 1983 198-1- 1985 1986 1987 1988 1989 1990 1991 

Developing countries -77.1 -57.8 -27.6 -21.9 -41.4 2.5 - 1 3.2 -13.8 -19.9 -23.4 

By region 

Africa -2 1 .5 -12.3 -7.9 - I .  I -10.3 -5.1  -10.7 -8.9 -7.7 -8.6 
Asia -16.6 -14.2 -4.2 -13.9 4.0 20.8 9.6 -0.2 -0.8 -3.0 
Europe -3.1  -2.5 -0.5 -0.5 - 1 . 7  1 . 3  6.5 3.8 - 1 .2 - I .  I 
Middle East -1-.8 - 1 9.2 -13.6 -3.5 -17.2 -3.8 -8.7 2.6 2.7 2.6 
Western Hcmi&phere --10.8 -9.6 - 1 .4 -2.9 - 16.2 - 10.7 - 10.0 - 1 1 .2 -12.8 -13.3 

By predomjnant export 

·Fuel - 1 5.4 - 1 6.8 -1 .5  2.8 -31.3 -3.7 -20.4 -4.5 -2.6 -2.4 
Non-fuel export� -61.7 -40.9 -26.0 -24.8 - 1 0. 1 6.3 7 . 1  -9.3 - 17.4 -20.9 

Manufacture� -22.5 -10.9 2.2 -7.4 4. 1 23.2 25.4 1 3.3 6.8 2.4 
Primary product� -18.9 -14.7 -13.5 -10.-1- - 1 1 . 5  - 1 5 . 7  -14.0 -14.2 - 1 7 . 1  - 16.8 

Agricultural products -12.8 - 1 1 . 1 - 10. 1 -8. 1 -7.8 - 1 1 . 8  -10.9 - 1 1 .2 -12.5 -12.4 
Minerals -6.2 -3.5 -3.4 -2.4 -3.7 -3.9 -3.1 -3.0 -4.6 -4.4 

Service!- and private 
tran�fer� -6.7 -6.2 -7.3 -6.5 -5.0 -5.3 -6.3 -7. 1  -5.7 -4.3 

Diversified export base - 13 .6 -9.2 -7.4 -0.4 2.3 4.0 2.2 - 1 .3 - 1 . 3  -2.2 

By financial criteria 

Net creditor countries 28.9 -0.9 3.6 12.8 7.8 1 8 . 1  7.0 17.4 16.5 15.5 
Net debtor countries -106.1 -56.8 -3 1 . 1  -34.7 -49.2 -15.6 -20.3 -31.2 -36.4 -38.9 

Market borrowers -49. 1  - 1 2 . 8  - 1 . 1  5.3 -6.3 I I .  I 1 1.8 1.2 1.5 0.2 
Diversified borrower� -39.3 -32.4 -16.7 -27.3 -30.9 - 1 5 . 2  - 1 7 . 9  -1 5.3 -20.4 -22.4 
Official borrowe rs - 1 7 . 7  - 1 1 .6 - 13.3 -1 2.7 -1 1 .9 -1 1 .5 - 1 4. 1 - 1 7. 1 - 17.5 -16.7 

Countries with recent debl· 
scrv1cing difficulties -83.3 -3 1 .8 -15.5 -1 1 . 0  -33 .-1 - 1 6.0 -18.3 -20.9 -26.1 -28.6 

Countrie:, without debt-
servicing difficulties -22.8 -25.1 -15.6 -23.8 - 1 5 . 8  0.4 -2.0 - 1 0.4 -10.4 -10.3 

Miscellaneous groups 

Sub-Saharan Africa -8.2 -5.6 -3.2 -3.3 -5.7 -6.5 -8.2 -7.4 -8.3 -8.2 
Twelve m�uor oil exporters -7.0 -20.7 -5.5 2 . 1  -26.7 -4.3 -14.9 2.9 2.0 2.2 
Net dcblor fuel exporters --12.1 - 1 1 .5 1 . 9  -0.7 -22.8 -3.9 -17.3 -10.8 -8.8 -9.1 
Four newly industrializing 

Asian economies -2.8 1 . 6  6.6 10.2 23.2 30.4 27.8 2 1 . 3  1 8 . 6  17.0 
Small low-income economics -9.6 -5.9 -7.2 -7.2 -7.3 -8.5 - 10.5 -1 1 . 0  - 1 1 .5 - 1 1 .3 
Fifteen heavily indebted 

countries -50.8 -15.3 - 1 . 5  -0.2 -17.2 -9.1 -9.0 -10.7 -13.3 -1 5.4 

1 Including official transfers. 
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Table A34. Developing Countries: Summary of Payments Balances on Goods, Services. and Private 
Transfers, 1982-91 
(In billions of U.S. dollars) 

1982 1983 1984 19�5 1986 19�7 1988 1989 1990 1 9 9 1  

Developing countries -85 . 1  -{,7.2 -38. 1  -35.3 -56.0 - 1 1 . 3  -28.2 -29.4 -36.2 -39.4 

By region 

Africa -24.9 - 16.0 - 1 1 .3 -5.5 -15.4 -10.2 - 16.5 - 1 5 . 1  -14.1 - 15.0 
Asia -1 9.5 -17.0 -7.2 -1 6 .8 0.8 1 7.5 5 .8 -3.8 -4.5 -6.8 
Europe -3.3 -2.8 -0.7 -0.8 - 1 . 9  0.9 6.1 3.3 - 1 .9 -1.4 
Middle East 4. 1 -2 1 .0 -16.3 -8. I -21.9 -7.0 - 1 1 .8 - I .  I - 1 . 2  -1.2 
Western Hemisphere -4 1 .6 - 10.5 -2.5 -4.2 -1 7. 5 -12.4 - 1 1 . 8  - 1 2 .8 -14.5 -14.9 

By predominant export 

Fuel -10.8 - 1 3 . 1  l A  5.6 -29.-4 - 1 . 2  -18.4 -3.4 - 1 . 4  -1 . 1  

Non-fuel exports -74.3 -54.1  -311.5 -41.0 -26.7 -10.1  -9.8 -26.0 -34.8 -38.3 

Manufactures -24.7 -1 3.8 -1.5 -12.7 - 1 . 1  1 8 . 9  20.9 8.5 1 . 6  -2.4 

Primary products -22.4 -18.4 -17. 1 -14.5 -16.2 -20.8 -19.7 -19.8 -22.8 -22.7 
Agricultural products -15 .2 -13.8 -12.7 - I I .  I - 1 1 .4 - 15.9 - 15.3 -15.6 -16.9 -16.9 
Minerab -7.2 -4.5 --+.4 -3.3 -4.8 -5 .0 -4.4 -4.2 -5.9 -5.8 

Services and private 
transfers -10.4 -9.6 -10.7 -10.5 -9.3 -9.5 -10.6 -1 1 .0 -9.8 -8.6 

Diversified export base -16.8 -1 2.3 - 10. 1 -3 .3 -0. 1 1.4 -0.4 -3.7 -3.7 -4.6 

By financial criteria 

Net creditor countries 33.4 2.8 6.6 15.8 10.4 2 1 . 1  9.5 19.3 1 8.5 1 7.5 
Net debtor countrie� -1 18.6 -70.0 -44.6 -5 1 . 1 -66.4 -32.3 -37.6 -48.6 -54.7 -56.9 

Market borrowers -49.7 - 1 3..1. -1 .6 4.5 -7.4 10.4 10.8 0.2 0.5 -0.8 
Diversified borrowers -45.3 -38. 7 -23.4 -35.5 -38.9 -22.5 -25 . 1  -22 .6 -27.9 -29.7 

Official borrowers -23.5 -17.9 -19.6 -20. 1 -20. 1 -20.2 -23.4 -26.3 -27.3 -26.4 

Countries with recent debt-
servicing difficulties -89.2 -38.2 -:! 1 . 6  -18.3 -4 1 . 1 -24.3 -26.7 -29.3 -35.4 -37.5 

Countries without debt-
servicing difficulties -29.4 -31.8 -23 . 1  -32.9 -25.3 -8.1  - 1 1 . 0  -I<J.3 -1 9.3 -19.4 

Miscellaneous groups 

Sub-Saharan Africa - 1 1 .4 -9.0 -6.5 -7. 1 -1 0.2 - 1 1 . 4  -13.6 -13. 1 -14.0 -1 4. 1 

Twelve major oil exporters -2.4 -16.Y -2.4 5 . 1  -2-LS - 1 .5 -12.7 4.2 3.4 3.7 
Net debtor fuel exporters -42.0 - 1 1 . 5  1 . 8  - 1 .0 -23.5 -4.3 -1 7.7 -1 1 .5 -9.6 -9.7 
Four newly industrializing 

Asian economies -2.� 1 . 6  6.6 10.2 23.3 30.5 27.9 2 1 .4 18.7 1 7. 1 
Small low-income economics -14 I - 1 0.4 -1 1 .7 -1 2.3 - 1 3 . 1  - 1 5 .0 -17.6 -18.0 -18 .6 -18.8 

Fifteen heavily indebted 
countries -5U -16.0 - 1 . 9  -1 .0 -17.8 -9.7 -9.9 -1 1 .6 - 14.3 -16.3 
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Table A35. Developing Countries: Current Account Balances as Percentage of Exports of Goods and 
Services, 1972-91 1 

(In percent) 

Averagc1 
1972-81 1982 19lD 1984 !985 1986 1987 1988 1989 1990 1991 

Developing countries 0.3 - 1 1 . 1  -8.8 -4.0 -3.3 -6.5 0.3 -1.5 - 1 . 5  -2.0 -2.1 

Memorandum: Median estimate - 1 :!.9 -22.2 -20.9 - 12.7 - 1 1 .5 - 1 2 .4 - 1 3 . 1  -1 0.4 -10.9 -1 1 .5 -9.0 

By region 

Africa -1 1 .3 -27.0 -16.0 -10. 1  - 1 .5 -14. 7 -6.5 -13.2 -10.3 -8.6 -9. 1 
Asia -7. 1  -7.9 -6.5 -1.7 -5.7 1 . 5  6.0 ') � -·-' -0.2 -0.5 
Europe -14.9 -5. 1  -4.2 -0.7 -0.8 -2.5 1 . 7  7 . 8  4.4 - 1 . 3  - 1 . 1  
Middle East 24.7 2.2 -lOA -7.9 -2.3 - 14.4 -2.8 -6.4 1 .7 1 . 6  1 .5 
We� tern Hemisphere -21.2 -33 .4 -8.1 - I .  I -2.3 -1 4.8 -8.9 -7.3 -7.6 -8.3 -8.0 

By predominant export 

Fuel 16.2 -5.1  -6.5 -0.6 1 . 2  -18.6 -1.9 -10.5 -2.0 - 1 . 1  -1 .0 
Non-fuel cxpon� - 1 4 . 1  -1 5.6 -10.3 -6 .0 -5.7 -2 .2 1 . 1  1 . 1  - 1 . 3  -2.2 -2.4 

Manufactures - 1 4 . 1  -9.0 -L?. 0.8 -2.5 1 . 3  5.8 5.3 2.5 1 . 2  0.4 
Primary products -1 8 .2 -36.0 -29 . 1  -25.6 -20.0 -20.8 -26.9 -2 1 .4 -20.2 -23 .6 -2 1 . 5  

Agricultural product� - 1 5.4 -35.6 -32.5 -27.5 -22.2 -20.0 -29.7 -24.7 -23.9 -25.2 -23.4 
Minerab -25.2 -37. 1 -21.8 -2 1.2 -14.9 -22.7 -20.8 - 14.7 - 1 2 . 7  -20 . 1 - 17.5 

Services and private 
transfers - 1 7 . 9  - 1 9 .9 -19.4 -22.8 -2 1 . 2  - 1 5.9 -15.7 -17.0 - 1 8 . 1  -13.6 -9.4 

D•vcrsitied cxp011 base' -8.6 -23 .8 -1 5.6 -12.1 -0.7 3.9 5.8 2.8 - 1 .6 - 1 .5 -2.2 

By financial criteria 

Net creditor countrie� 27.1  14. 1 -0.5 2 . 1  8.7 6.0 1 1 .9 4.4 9.6 8.6 7.6 
Net debtor countries - 1 1 .7 -21.6 - 1 1 .8 -5.9 -6.7 -9.7 -2.6 -2.9 -4.1 -4.4 -4.3 

Market borrowe" -13.5 -19.7 -5.1 -0.4 1.9 -2.4 3.5 3 . 1  0.3 0.3 
Diversified borrowers -4.2 -20.9 -18.6 -8.8 -14.2 -16.9 -7.0 -7.3 -5.7 -6.9 -6.9 
Official borrowers -24.6 -33.3 -21.4 -23.8 -23.5 -20.7 -18.7 -20.5 -24.2 -23.5 -20. 6  

Countries with recent debt-
servicing difliculties -13.6 -34.5 -13.8 -6.3 -4.6 -15.-1 -6.6 -6.8 -7.2 -8.6 -8.8 

Countries without debt-
servicing difficult.ie� -9.2 -9.1 - 1 0.0 -5.7 -8.6 -5.5 0.1  -0.5 -2. 1 -2.0 - 1 . 8  

Miscellaneous groups 

Sub-Saharan Africa -20.0 -32.4 -22.3 - 12.3 - 1 3 . 1  -2 1 .5 -22.5 -27 .9 -24.4 -26.5 -24.6 
Twelve major oil exporters 20.8 -2.7 -9.5 -2.6 1 . 1  -1 9.6 -2.8 -9.6 1 .6 1 . 0  1 . 1  
Net debtor fuel exporters -3.4 -34.5 -10.3 1 . 5  -0.6 -26.8 -3.8 -16.5 -8.9 -6.6 -6.4 
Four newly industrializing 

Asian economies -4.9 -2.5 1.4 4.9 7.6 14.5 14.4 10.7 7 . 1  5.8 4.8 
Small low-income economies - 3 1 . 2  -44.9 -27.3 -31 .7 -33.0 -30.9 -33.0 -37 .5 -37.1 -37.2 -33.9 

Fifteen heavily indebted 
countries - 1 8.2 -35.7 - 1 1 .3 - 1 . 0  -0.1  -13.3 -6.4 -5.6 - 6 . 1  -7.1 -7.6 

' Including official tr.tnsfer!>. 
! Excluding China. 
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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 

Exports (f.o.b.l 543.5 514.0 546 . 1  523.4 487.7 596.6 679.1 756.9 814.6 892.0 

Imports (f.o.b.) 522.5 488.2 489.7 473.7 473.3 5-1 1 .6 639.1 7 1  I .  1 777.� 854.9 

Tr.tdc balance 2 1 .0 25.9 56.4 49.6 14.4 55.0 39.9 45.8 36.8 37.1  

Service�. net - 1 10.3 -99.7 -102.6 -92.7 -81.4 -79.0 -79.9 -86.3 -85.4 -90.1 

Good� and services balance -89.3 -73.8 --46.2 --43.0 -67.1 -24.0 --W.O --40.5 --48.5 -53.0 

Unrequited transfers 12. 1 16.0 18.7 2 1 . 1  25.6 26.5 26.8 26.7 28.6 29.7 

Current account balance -77 . 1  -57.8 -27.6 - 2 1 . 9  --41.4 2.5 -13.2 -13.8 -19.9 -23.4 

Memorandum 

Exports of goods and services 695.7 657.2 689.9 663.6 635.8 754.-1 857.4 951.4 1 .020 . 1  1 . 109.3 

lnvc�tmcnt income. net -25.6 -28 . 1  -38.4 -39.7 -37.0 --40.8 -42.1 -46.6 -42.4 --43.8 

or which. 
lntereM payment� 82.-1 76.7 87.2 86.0 84.6 85.2 92.8 102.1 100.1 102.6 

Oil trade balance 169.3 135.4 134.3 1 14.3 70.3 85.4 77.-1 94.2 1 0 1 . 3  105.6 

Africa 

Exports (f.o.b. l 66.9 64.8 66.7 66.4 58.5 65.2 66.2 7 1 . 1  74.4 78.2 

Import� (f.o.b.) 72. 1 62.6 59.5 53.5 54. 1 57.4 63.7 66.4 69.0 73.8 

Trade balance -5.3 2.2 7.2 12.9 4.4 7.� 2.5 4.7 5.4 4.5 

Services. net -21.0 -19.6 -20.0 -20.2 -22.3 -21.3 -22.2 -22.9 -23.0 -23.1 

Goodl> and services ba'!ancc -26.2 -17.3 -12.8 -7.4 - 1 7 . 9  -13.4 -19.6 -18.2 -17.6 -18.6 

Unrequited transfers 4.!1 5. 1 4.9 6.2 7.6 8.4 9.0 9.3 9.9 10.0 

Current account balance - 2 1 . 5  - 1 2.3 -7.9 - 1 . 1  -10.3 -5.1 -10.7 -8 9 -7.7 -8.6 

Memorandum 

Export\ of goods and �crvicc� 79.4 76.6 78.0 77.0 70.2 78.6 8 1 . 1  86.3 90.4 9 5 . 1  

Investment income. net --4.9 -6.5 -8.8 -9.2 -9.7 -10.7 -12. 1 -12.6 -12.8 -13.2 

Of which. 
Interest payments 8.0 8.2 10.5 10.9 1 1 .5 12.2 13.6 14.4 14.9 15.3 

Oil trade balance 19.9 17.5 19.0 19.3 9.9 1 1 .5 9.7 13.3 13.9 14.4 

Asia 

Export!> <f.o.b.) 163.0 1 7 1 . 5 1 9 8 . 1  196.7 2 1 7 . 1  285.9 348.0 396.7 436.9 485.4 

Imports (f.u.b.) 183.6 189.8 203.1 209.6 216.2 26lU 342 . 1  397.3 438.4 487.2 

Trade balance -20.6 -18.4 -5.1 -12.9 0.8 17.6 5.9 -0.5 -1.4 -1.8 

Services. net -6.0 -6.4 -9.2 -10.3 -7.3 -7.5 -6.8 -8.1  -8.0 - 1 0 . 1  

Good� and services balance -26.7 -24.8 -14.3 -23.2 -6.4 10.2 -0.9 -8.7 -9.4 - 1 1 .9 

Unrequited transfers 1 0 . 1  10.6 10. 1 9.3 10.4 10.7 10.5 R.5 8.6 8.9 

Current account balance -16.6 -14.2 --U - 1 3 . 9  4.0 20.8 9.6 -0.2 -0.8 -3.0 

Memor-.:�ndum 

Exports of goods and �crvices 209.5 218.3 245.7 244.3 269.� 346.3 419.4 478.4 524.7 579.2 

Investment income. net -5.0 -5.5 -6.5 -7. 1  -8.7 -8.7 -7.0 -6.8 -5.!! -6.2 

or which. 
J !llerest payments 13.4 1 3 . 2  1 6 . 3  17.3 19.2 20.9 22.3 25.2 25.4 27.0 

Oil Lrade balance -6.8 -6.0 - 1 . 0  - 1 . 6  - 1 . 1  -2.7 -3.7 -6.6 -7.0 -9.0 
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Table A36 (concluded) Developing Countries-by Region: Current Account Transactions, 1982-91 
(In billion� of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Europe 

Exports (f.o.b.} 48.9 48.4 s 1 . 6  5 1 . 8  53.:1 58 8 64.1 65.0 66.9 7 1 . 8  
Imports ( f.o.b.) 5�.0 50.9 52.5 53.6 56.3 59 7 6 1 . 3  66.8 75.0 80.9 

Trade balance -3.1 -2.5 -0.9 -1 .8  -3.1 -0.9 2.8 - 1 . 8  -8.1 -9. 1 

Services, net �.3 --+. 1 -4.1 -3.2 - 3 . 1  -2.5 - 1 .4 -0.4 0.5 1.9 
Goods and service� balance -7.3 -6.5 -5.0 -5.0 -6.2 -3.4 1 .4 -2.3 -7.6 -7.2 
Unrequited transfers 4.2 4 . 1  4.5 4.5 -1.5 -1 7 5.0 6.0 6.5 6.2 
Current account balance -3.1 -2.5 -0.5 -0.5 - 1 . 7  1 . 3  6.5 3.8 -1.2  - I .  I 

Memorandum 

Exports of goods and i>erviccs 60.2 58.8 62.8 63.8 67.0 7-1 4 82.7 86.2 89.4 96.0 
Investment income, net -7.8 -6.9 -6.9 -6.7 -7.2 -7 6 -7.7 -8.0 -7.5 -7.0 
Of which, 

Interest payments 8.8 7.8 �LO 8. 1 l:U� 9 2  9.7 10.4 9.9 9.6 
Oil trade balance -8.9 -8.4 -8.2 -8.3 -5.3 -6.� -5.5 -5.8 -5.7 -6.0 

MiddJc East 

Expom. (f.o.b.) 173.6 137.4 128.3 1 1 2.0 77.7 95.0 94.9 1 10.3 1 1 8.2 128.2 
Import� (f.o.b.) 1 3 1 .0 122.2 1 1 0.8 93.8 82.-1 84.5 9 1 . 0  94.7 1 0 1 . 2  109.4 

Trade balance 42.6 15.2 17.5  18.3 --+.7 10.5 3.8 15.6 17.0 18.8 

Services. net -29.6 -28.9 -27.8 -19.9 - 1 1 .7 - 1 2  7 -10.1  -1 1 .3 -13.9 -16.4 
Goods and �ervices balance 13.0 - 1 3 . 7  -10.3 -1.6 -16.4 -2.2 -6.2 4.3 3 . 2  2.4 
Unrequited transfers -8.1 -5.5 -3.3 - 1 .8 -0.8 - 1 .5 -2.5 - 1 . 7  -0.5 0.1  
Current account balance 4.8 -19.2 -13.6 -3.5 -17.2 -3.8 -8.7 2.6 2.7 2.6 

Memorandum 

Exports of goods and services 224.4 185.3 172.8 153.6 1 1 9.1 134.5 136.9 153.8 161.6 172.6 
Investment income. net 25.8 22.8 17.9 1 6 . 1  17.6 13.8 14.6 14.2 13.5 12.9 
Of which, 

Interest payments 6.9 7.2 8.5 8.3 8.4 8.6 9.6 10.7 10.8 1 1 .4 
Oil trade balance 149.9 1 1 5.9 105.0 89.5 55.0 68.2 64.8 78.5 84.1  89.1 

WesterQ Hemisphere 

Exports (f.o.b.) 9 1 . 1  9 1 . 9  101 .5 96.5 8 1 . 1  91 .6 105.8 1 1 3.8 1 1 8.2 128.3 
Imports (f.o. b.)  83.7 62.6 63.8 63.3 6-+.2 7 1 . 7  8 1 .0 85.9 94.2 103.7 

Trade balance 7.4 29.2 37.7 33.2 16.9 19.9 24.8 27.9 24.0 24.7 

Services. net --+9.4 --+0. 7 -41.5 -39.0 -37.0 -34.9 -39.5 -43.5 �1.0 �2.4 
Goods and �ervices balance �2.0 -1 1 .4 -3.8 -5.8 -20.1 - 1 5 . 1  -1-1.7 -15.6 -17.0 -17.7 
Unrequited transfers 1 . 2  1 . 9  2 . 4  3 . 0  3.9 4.3 .u 4.5 4.2 4.5 
Current account balance �0.8 -9.6 - 1 . 4  -2.9 -16.2 -10.7 -10.0 - 1 1 .2 -12.8 -13.3 

Memorandum 

Exports of goods and services 122.2 1 1 8 . 1  130.6 124.8 109.8 120.7 137.4 146.7 154.1 166.5 
lnvestmenL income. net -33.6 -32.0 -34. 1 -32.9 -29.0 -27.6 -29.9 -33.5 -29.7 -30.3 
Of which, 

Interest payments 45.2 40.2 43.9 4 1 . 3  36.7 34.3 37.6 41 .4 39.1 39.3 
Oil trade balance 15.3 16.3 19.5 15.-1 1 1 .9 14.6 1 2 . 1  14.8 16.0 17.2 
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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.) 249.9 2 1 1 . 1  208.5 187.9 125.5 153.3 1 5 1 . 1  178.1 191 . 1  205.9 

Imports (f.o.b.) 174.5 148.5 134.2 1 17.8 104.4 105.2 120.2 128.1 138.9 149.5 

Trade balance 75.4 62.6 74.3 70. 1 2 1 . 1  48.1 30.9 50.0 52.2 56.4 

Services. net -70.8 -61.5 -60.2 -52.0 -40.2 -39.5 -38.5 -42.7 -43.6 -47.7 

Goods and services balance 4.7 1 . 1  14.1 18.0 -19.2 8.6 -7.6 7.3 8.6 8.7 

Unrequited transfers -20 . 1  -17.9 -15.7 -15.2 - 1 2 . 1  -12.4 - 1 2 . 8  - 1 1 .8 - 1 1 .2 -1 1 .2 

Current account balance -15.4 -16.8 -1.5 2.8 -31.3 -3.7 -20.4 -4.5 -2.6 -2.4 

Memorandum 

Ex-ports of goods and services 301.3 257.9 254. 1 230.1 168.6 193.5 194.6 223.3 238.0 253.3 

Investment income. net 14.2 10.4 3.8 2.3 5.8 1 . 7 1 .5 -{).9 1 . 7  0.5 

Of which. 
Interest payments 2 1 . 7  20.7 25.7 2-U 22.9 23.4 25.8 28.5 26.9 27.5 

Oil trade balance 2 1 4 . 1  175.6 168.2 144.1 88.4 108.5 98.6 1 19.9 127.1 134.5 

Non-fuel exports 

Exports (f.o. b.)  293.6 302.9 337.6 335.5 362.2 443.3 528.0 578.8 623.5 686.1 

Imports (f.o.b.) 348.0 339.6 355.5 356.0 368.9 436.4 519.0 582.9 638.9 705.4 

Trade talance -54.4 -36.7 -17.8 -20.5 -6.7 6.9 9.0 -4.2 -15.3 -19.4 

Services. net -39.5 -38.2 -42.5 -40.6 -41.2 -39.5 � 1 . 5  -43.6 -41.8 -42.4 

Goods and services balaFJce -93.9 -74.9 -60.3 -61. 1  -47.9 -32.6 -32.4 -47.8 -57.1 -61.8 

Unrequited transfers 32.2 33.9 3-U 36.3 37.8 38.9 39.6 38.5 39.8 40.8 

Current account balance -61.7 -40.9 -26.0 -24.8 -10.1  6.3 7 . 1  -9.3 -17.4 -20.9 

Memorandum 

Exports of goods and services 394.5 399.2 435.8 433.5 467.3 560.9 662.8 728.2 782.2 856.1 

Investment income, net -39.8 -38.4 -42.2 -42.0 -42.9 -42.5 -43.6 -45.8 -44.0 -44.2 

Of which. 
Interest payments 60.7 56.0 61.5 61 .5  61.7 61 .9 67.0 73.6 73.2 75.2 

Oil trade balance -44.8 -40.2 -33.9 -29.8 - 1 8 . 1  -23.2 - 2 1 . 2  -25.7 -25.8 -28.9 

Manufactures 

Exports (f.o.b.) 195.1 203.3 233.1 235.2 259.1 328.8 396.9 440.3 475.5 523.7 

Imports (f.o.b.) 212.0 212.8 228.6 240.9 253.8 307 . 1  372.9 427.7 471.9 523.8 

Trade balance -16.9 -9.4 4.5 -5.7 5.3 2 1 . 7  24.0 12.6 3.6 -D.2 

Services, net -16.5 -12.8 -14.4 -14.8 -15.3 -12.3 - 1 2 . 1  -12.2 -10.2 -10.7 

Goods and services balance -33.4 -22.3 -9.8 -20.4 -9.9 9.4 1 1 .9 0.4 -6.6 -1 0.8 

Unrequited transfers 10.9 1 1 .4 12.0 13.0 14. 1 13.8 13.5 12.9 13.4 13.3 

Current account balance -22.5 -10.9 2.2 -7.4 4. 1 23.2 25.4 13.3  6.8 2.4 

Memorandum 

Exports of goods and services 251.2 258.0 290.1  292.5 3 2 1 . 1  400.0 482.6 537.6 579.2 634.6 

Investment income, net -23.9 -20.2 -20.5 -20.0 -21.4 -20.3 -19.4 -19. 1 -17.3 -16.9 

Of which, 
Interest payments 33.8 29.3 3 1 .7 32.2 33.3 33.3 36.0 39.5 38.6 39.6 

Oil trade balance -33.8 -29.7 -25.2 -22.3 - 1 3 . 1  -17.2 -16.5 -20.6 -21.5 -23.7 
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Table A37 (continued). 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 

Primary products 

Exports (f.o.b.) 40.2 40.2 42.5 42.2 44.0 45.7 52.4 56.1  57.7 62.5 
Imports (f.o.b.) 46.1 40.4 40.3 38.2 4 1 . 5  47.6 5 1 . 5  53.8 57.3 61 .6 

Trade balance -5.8 -0.3 2.2 4.0 2.5 -1.9 0.9 2.3 0.4 0.8 

Services. net - 1 7 . 3  -18.9 -20.3 -19.8 -20.1 -21.0 -22.6 -24.2 -25. 1  -25.6 

Goods and services balance -23 . 1  -19.2 - 1 8 . 1  - 1 5 . 8  - 17.7 -22.8 -2 1 . 7  -21.9 -24.7 -24.8 

Unrequited transfers 4.2 4.6 4.6 5.3 6.2 7. 1 7.7 7.7 7.6 7.9 

Current account balance -18.9 - 1 4.7 - 1 3.5 -10.4 - 1 1 .5 - 15 .7 -14.0 -14.2 - 1 7 . 1  -16.8 

Memorandum 

·Exports of goods and services 52.6 50.3 53.0 52.2 55.4 58.3 65.6 70.3 72.4 78.4 

Investment income. net -1 1 . 3  -12.2 -13.9 -13.7 -12.8 -13.0 -14.4 -16. 1 - 1 6.5 -16.5 
Of which. 

Interest payments 1 3 . 8  13.9 15.5 15.2 14.4 14.5 16.0 17.9 18.4 18.4 

Oil trade balance -5.0 -4.4 -3.8 -3.2 -2.8 -2.5 -3.0 -2.9 -2.8 -2.8 

AgricuJtural products 

Exports {f.o.b.) 26.9 26.8 29.1 28.9 30.7 30.5 34.5 36.6 39.0 4 1 .9 

lmports (f.o.b.) 3 1 .9 28.8 29.4 28.0 30. 1 34.0 36.8 37.5 40.5 43.1 

Trade baJancc -5.0 -2. 1  -0.3 0.9 0. 7 -3.5 -2.3 -0.9 - 1 .4 - 1 . 2  

Services. net -1 1 .0 -12.7 -13.6 - 13.5 -13.7 -14.4 -15.2 - 1 6.8 -17.4 - 1 7.7 
Goods and services balance -16.1  -14.7 -13.9 -12.5 - 1 3.0 - 1 7 . 9  -17.4 -17.7 -18.8 -18.9 

Unrequited transfers 3.3 3.6 3.8 4.4 5.2 6.1  6.5 6.5 6.3 6.4 

Current account balance -12.8 - 1 1 . 1  -10.1  -8.1 -7.8 -1 1 .8 -10.9 -1 1 .2 -12.5 -12.4 

Memorandum 

Exports of goods and services 36.0 34.3 36.7 36.4 39.2 39.7 44.1 46.8 49.6 53.2 

Investment income. net -7.3 -8.3 -9.5 -9.5 -8.8 -9.0 -9.9 -1 1 . 5  - 1 1 .7 -1 1 . 9  

O f  which. 
Interest payments 9.0 9.5 10.4 10.5 9.9 10.0 1 1 .0 12.7 12.9 1 3 . 1  

Oil tr.tde balance -4.4 -3.7 -3.3 -2.8 -2.1 - 1 .8 -2.0 - 1 .8 -1 .6 -1 .5 

Minerals 

Exports (f.o. b.)  13.3 13.4 13.4 13.3 1 3.2 15.2 17.8 19.5 18.7 20.6 
Imports (f.o.b.) 14. 1 1 1 .6 1 1 .0 10.2 1 1 .5 1 3 . 6  14. 7 16.3 16.8 18.5 

Trade balance -0.8 1 . 8  2.5 3.1  1 .8 1 .6 3.2 3.2 1 .8 2.0 

Services, net -6.2 -6.3 -6.7 -6.3 -6.4 -6.6 -7.5 -7.4 -7.7 -8.0 

Goods and services baJance -7. 1  -4.5 -4.2 -3.2 -4.6 -4.9 -4.3 -4.2 -5.9 -5.9 
Unrequited transfers 0.9 1 . 0  0.8 0.9 1 . 0  1 .0 1 . 2  1 . 2  1 . 3  1 . 5  

Current account balance -6.2 -3.5 -3.4 -2.4 -3.7 -3.9 -3. 1 -3.0 -4.6 -4.4 

Memorandum 

Exports of goods and service� 16.6 16.1 16.3 15.8 16.2 1 8 .7 21 .5 23.5 22.8 25.2 

Investment income. net -4.0 -3.9 -4.5 -4.2 -4.1 -4.0 -4.5 -4.5 -4.7 -4.6 

Of which. 
Interest payments 4.8 4.4 5 I 4.7 4.6 4.5 5.0 5. 1 5.5 5.4 

Oil trade balance -0.6 -0.7 -0.4 -0.4 -0.7 -0.7 -1.0 -1.0 -1.2 -1.3 
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Table A37 (concluded). Developing Countries-by Predominant Export: Current Account TransacHons, 1 982-91 
(In billion� of U.S. dollar�) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Services and private transrcrs 
Expons (f.o.b.l 13 .3  12.6 13.0 1 2 .5 13.0 13.8 16.5 1 7 . 3  HUl 21 .0  
lmpom (f.o.b.) 37.1  36.4 37.3 35.3 34.0 35.3 39.2 40.2 41 .7 43.8 

Trade balance -:!J.S -23.9 -24.3 -22.8 -2 1 . 1  -21.5 -22.7 -22 .9 -22.9 -22.9 

Services. net 5 . 1  4.7 3.8 3.0 3 . 1  3.6 3.4 3.2 3.9 4.6 
Goods and services balance -1S.7 -19.2 -20.5 -19.8 - 1 8 .0 -17.9 -19.3 -19.7 -19.0 - 1 8 . 3  
Unrequited transfer� 12.0 13.0 13.2 13.3 12.9 12.6 13.0 12.6 13.3 14.0 
Current account balance -6.7 -6.2 -7.3 -6.5 -5.0 -5.3 -6.3 -7.1 -5.7 -U 

Memorandum 

Expon� of goods and services 33.8 3:!.0 32. 1  30.9 3 1 . 8  33.5 37.3 39.2 42.0 46.2 
Investment income. net - 1 . 2  -2.1 -2.6 -3.0 -3.2 -3.7 --4.4 -5.0 -4.9 -5.4 
Of which. 

lntcre�t payment� 7.8 7. 1 7.2 7.0 6.7 6.(l 7.4 8.2 8.3 9.0 
Oil trade balance -2.5 -2.8 -2.6 -2.2 - 1 . 3  -2.3 -1.3 - 1 .4 - 1 . 4 - 1 .4 

Diversified export base 

Expo11!. (f.o.b.) 45 .0 46.9 49.0 45.7 46.1 55.0 62.2 65. 1 7 1 .6 78.9 
lmpo11!. (f.u.b.) 52.8 50.0 49.3 41.6 39.5 46.5 55.4 6 1 . 2  68.0 76 . 1  

Traoe balance -7 .8 -3.1 -0.3 4.0 6.6 8.5 6.8 3.9 3.6 2.8 

Service!.. net -10.9 - 1 1 . 1 - I I .() -9.1 -8.9 -9.8 -10. 1 -10.5 -10.4 -10.7 
Goods and services t:ialancc -18.7 -14.2 - 1 1 .9 -5 . 1  -2.3 - 1 .-J. -3.3 -6.6 -6.9 -7.8 
Unrequited tran�fer� 5 . 1  5.0 4. 5 4.7 4.6 5.4 5.4 5.3 5.5 5.7 
Current account balance - 1 3 . 6  -9.2 -7.4 --{).4 2. 3  4.0 2.2 - 1 .3 - 1 .3 -2.2 

Memorandum 

Expom of good� and service� 56.9 58.9 60.7 57.8 59.0 69. 1 77.4 8 1 . 1  88.5 96.8 
Investment income. net -3.4 --4.0 -5.:! -5.3 -5.5 -5.5 -5.4 -5 .7 -5 .3 -5 .4 
Of which. 

lntere\t payments 5.3 5.7 7. 1 7.2 7.2 7.5 7.6 8.0 7.9 8 . 1  
Oil trade balance -3.4 -3.4 -2.4 -2.2 -0.9 - I .  I -0.5 -0.9 -0.2 - I .  I 
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Table A38. Developing Countries-by financial Criteria: Current Account Transactions, 1982-91 
( In billion� of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Net creditor countries 

Exports tf.o. b.)  167.8 139.0 132.4 1 1 5 .3 94.� 1 19.� 123.6 I -l l .  I 1 5 1 . 2  164.5 
Imports (f.o.b.J 96.4 96.8 89.0 7 1 .7 67.7 7().2 95.4 100.7 109 6 1 2 1 .0 

Trade balance 71.4 42.2 43 .4 43.7 27.2 -10.6 28.3 -10.-1 41  7 -13.5 

Services. net -26.4 -27.!$ -26.0 - 1 7 . 1  -6.9 -9.5 -6.7 -8.8 -1 1 .2 -14. 1 
Goods and services balance 45.0 14.3 17. 5 26.6 20.3 3 1  I 2 1 .6 3 1 .6 30.4 29.3 
Unrequited transfer� -16.0 -15.2 - 1 3 . 9  -13.9 - 1 2.5 -13.0 -1-1.5 -14.2 -13.9 - 1 3 . 8  
Current account balance 28.9 -0.9 3 .6 12.8 7.8 1 8  I 7.0 17.4 16.5 15.5 

Memorandum 

Exports of good� and service� 204.8 175.3 166.2 147.6 129.9 153 2 1 6 1 .4 180.8 1 9 1 . 1  205 . 1  
Investment income. net 24.4 24.8 22.0 2 1 . 0  23.8 2 1 . 1  23.9 24.4 23.9 24.0 
Of which. 

Interest payments 2.8 2.5 2.6 2.3 2.4 2.7 3.0 3.7 3.9 4. 1 
Oil trade balance 135. 1 103.6 9 1 . 4  74.7 -15.5 55. 1 50.2 60.5 6-1.3 67.8 

Net debtor countries 

ExportS (f.o.b.) 375.7 375.1 413.7 408.0 392.8 476.8 555.4 615.8 663.-1 727.5 
lmportl> (f.o.b.) 426.1 391.4 400.7 402 . 1  -105 .6 -162.5 5-13.8 61 0.-1 668.2 733.9 

Trade talance -50.4 -16.3 13.0 5.\1 - 1 2 . 8  14.4 1 1 .6 5.4 -1.8 -6.4 

Services. net -83.8 -71.8 -76.7 -75.6 -7-+.5 -69 5 -73.2 -77.5 -7-1. 1 -75.9 
Goods and services balance - 1 34.2 -88 . 1  -63.7 -69.7 -87.3 -55 . 1  -61.6 -72. 1  -79.0 -82.4 
Unrequited transfer� 28.2 3 1 . 3 32.5 35. 0  3 8 . 1  39.5 -1 1 . 3  40.8 42.5 43.5 
Current account balance -106.1  -56.8 - 3 1 . 1  -3-1.7 -49.2 -15.6 -20.3 -31.2 -36.4 -38.9 

Memorandum 

Exports of goods and �erviee� 490.9 481.9 523.7 516.0 505.9 60 1 .3 696.0 770.6 829 . 1  904.3 
Investment income, net -50.0 -52.9 -60.4 -60.8 -60.9 -62.0 -66.0 -7 1.0 -66.3 -67.8 
Of which. 

Interest payments 79.5 74.2 84.7 83.6 82.2 82.5 89.8 98.4 96.2 98.6 
Oil trade balance 3-1.2 3 1 . 8  42.9 39.5 24.8 30.3 27.2 3:\.6 37.0 37.8 

Market borrowers 

Exports (f.o.b.) 195.5 202.9 225.0 219.2 2 1 1 . 3  262.6 3 1 5 . 9  354.5 379..+ -114.3 
Imports (f.o.b.) 192.8 174.0 1 8 1 .4 172.2 1 80.6 219.0 267.7 3 1 2.7 3-11.0 376.0 

Trade balance 2.7 28.9 43.6 47.0 30.7 43 6 -18.2 41 . 8  38.4 38.3 

Services. net -53.1 -43.5 -46.5 -43.8 -10.6 -36 .0 -10.2 -43.2 -39.7 -4 1 . 1  

Good� and services balance -50.4 -14.6 -2.9 3 . 2  -9.9 7.6 8.0 - 1 . 3 -1 3 -2.8 
Unrequited transfers 1 .3 1 .8 1 . 7  2. 1 3.6 3 5 3.7 2.5 2.7 3.0 
Current account balance -49 . 1  -12.8 - I .  I 5 . 3  -6.3 I I .  I I I .R 1 .2 1 .5 0.2 

Memorandum 

Exports of goods and services 249.7 253.6 277.7 269.9 265.2 322.2 383.0 -129.6 -160.0 -19�.9 
Investment income, net -38.3 -35.6 -38.1 -36.5 -32.7 -30.7 -3 1 .7 -34.3 -29.3 -29.5 
Of which. 

Interest payments 49.9 44.6 49.9 48.0 44.1 42.2 -l-5.2 -19.6 -17.2 47.5 
Oil trade balance 14.7 15.3 19.6 15. 3  12.2 14.2 1 1 . 2  13.-1 14.7 14.3 
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Table A38 (continued). Developing Countries-by Financial Criteria: Current Account Transactions, 1982-91 
(ln billions of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Diversified borrowers 

Exports (f.o.b.) 1 4 1 . 6  133. 1 148.1  149.9 140.0 170.5 189.8 2 1 1 . 2  231.4 255.8 

Imports (f.o.b.) 169.8 156.7 156.4 168.7 162.4 177.8 �01.9 :!2 1 . 1  247.0 272.7 

Trade balance -28.2 -23.6 -8.3 -18.8 -22...1 -7.3 - 1 2 . 1  -10.0 - 1 5 . 6  -16.8 

Service�. net - 2 1 . 8  -20.5 -2 1 .4 -22.4 -23.4 -22.8 -21.4 -:!2.0 -21.8 -22.8 

Goods and services balance -50.0 -44.0 -29.6 --4 1 . 2  --45.8 -30.1 -33.5 -J 1 .9 -37.5 -39.6 

Unrequited transfers 10.7 1 1 .6 13.0 13.9 14.8 14.9 15.6 16.6 17.0 17.2 

Current account balance -39.3 -32.4 -16.7 -27.3 -30.9 -15.2 -17.9 - 1 5 . 3  -20.4 -22.4 

Memorandum 

Exports of goods and service� 188.2 174.3 190.1 192.1 183.3 217.4 243.9 270.3 294.7 324.4 

Investment income. net -4.1 -9.4 - 1 3 . 5  - 1 5 . 5  -18.7 -20.9 -:!:!.8 -24.-l- -24.4 -26.0 

Of which, 
Interest payments 19.7 19.3 23.6 24.6 26.5 27.8 30.8 33.8 33.5 35.5 

Oil trade balance 26.0 22.9 29.4 30.0 17.2 2 1 .3 20.1 24.2 25.9 27.3 

OfficiaJ borrowers 

Exports (f.o.b.) 38.6 39.1 40.6 38.9 4 1 .5 43.8 49.7 50.1 52.6 57.4 

Imports (f.o.b.) 63.5 60.7 62.9 6 1 . 2  62.6 65.7 74.1 76.5 80.2 85.3 

Trade balance -24.8 - 2 1 . 7  -22.3 -22.3 -2 1 . 1  -21.9 -24.5 -26.5 -27.6 -27.9 

Services, net -8.9 -7.9 -8.8 -9.4 -10.5 -10.6 -1 1 .6 -12.4 -12.6 -12.0 

Goods and services balance -33.8 -29.5 -3 1 . 1  - 3 1 . 7  -31.7 -32.6 -36.1 -38.8 -40.2 -39.9 

Unrequited transfers 16. 1 17.9 17.8 19.0 19.7 2 1 .0 21 .9 2 1 .7 22.8 23.3 

Current account balance - 1 7 . 7  -1 1 .6 - 1 3 . 3  -12.7 - 1 1 .9 - 1 1 . 5  -14.1  - 1 7 . 1  -17.5 -16.7 

Memorandum 

Exports of goods and services 53.0 54.0 55.9 54.0 57.4 6 1 .7 69.1 70.7 74.4 81 .0 

Investment income. net -7.6 -7.9 -8.7 -8.8 -9.5 -10.4 -1 1 . 5  -12.4 -12.6 -12.3 

Of which. 
Interest payment:. 10.0 10.2 1 1 .2 I I .  I 1 1 .5 12.5 13.8 1 5 . 1  15.5 15.5 

Oil trade balance -6.5 -6.4 -6.1 -5.8 --4.7 -5.2 -+.0 -3.9 -3.6 -3.8 
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Cun·ent Account: Developing Countric� 

Table A38 (concluded). Developing Countries-by Financial Criteria: Current Account Transactions, 1982-91 
Cln billions of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Countries with recent debt-
servicing difficulties 

Exports (f.o. b.)  189.2 185.3 199.7 193.5 169.4 192.1  :?.14.7 230.1 241.0 260.1 
Imports (f.o. b.) 205.1  166.4 164.0 157.6 158.0 167.0 1 87.4 200' () 220.1 240.4 

Trade balance -15.9 19.0 35.7 35.9 1 1 .-1 25.1 27.3 30.1 20.9 19.7 

Services. net -76.8 -63.4 -64.7 - 6 1 . 8  -6 1 . 1  -58.5 -64.2 -69.5 -67.1 -68.8 
Goods and services balance -92.6 -44.4 -29.0 -25.9 -+9.7 -33.4 -36.8 -39.4 ---16.2 -49.1 
Unrequited transfers 9.4 12.7 13.5 1-1.9 16.3 17.4 18 .6  18.5 20. I 20.5 
Current account balance -83.3 -31.8 -15.5 -1 1 .0 -33.4 -16.0 -18.3 -20.9 -26.1 -28.6 

Memorandum 

Exports of goods and services 241. I 230.9 247.7 240.3 217.4 241.9 269. I 288.1 303.4 325.9 
Investment income. net -42.1 -43.8 -48.7 -47.6 ---+4.7 -4-1.5 ---18.  1 -52.7 ---18.6 -+9.2 
Of which. 

Interest payments 59.9 55..:1 62.0 59.5 55.3 53.8 58.6 64.2 62. 1 62.8 
Oil trade balance 30.3 27.0 34.0 31.9 20.2 26.0 25.8 33.1  36.3 39.0 

Countries without debt-
servicing difficulties 

Exports (f.o.b.) 186.5 189.7 214.0 214.5 223.4 284.7 340. 7 385.7 422.4 467.4 
Imports (f.o.b.) 221.0 225.0 236.7 244.5 247.6 295.4 356.4 410.4 448 . 1  493.5 

Trade balance -34.5 -35.3 -22.7 -30.0 -2-1.2 -10.7 -15.7 -2-U -25.7 -26.2 

Services. net -7.1 -8.4 -12.0 -13.8 -13.4 - 1 1 .0 -9.0 -8.0 -7.0 -7.1 
Goods and services balance -41.6 --B.7 -34.7 -43.8 -37.6 -21.7 -24.7 -32.7 -32.8 -33.3 
Unrequited transfers 18.8 18.6 19. 1 20. 1 2 1 . 8  22.1 22.7 22.4 22.4 23.0 
Current account balance -22.8 -25.1 -15.6 -23.8 - 1 5 . 8  0.4 -2.0 -10.4 -10.4 -10.3 

Memorandum 

Exports of goods and services 249.9 251.0 276.0 275.7 288.5 359.4 -126.9 482.5 525.6 578.4 
Investment income. net -7.9 -9.0 - 1 1 .7 - 1 3 . 1  -16.2 -17.5 -17.8  -18.4 -17.7 -18.6 
Of which. 

Interest payments 19.6 18 .8  22.7 24. 1 26.9 28.7 3 1 .2 34.2 34. 1 35.8 
Oil trade balance 4.0 4.8 8.9 7.7 4.6 4.2 1 .4 0.5 0.7 -1 .2 
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Current Account: Developing Countrie� 

Table A39. Developing Countries--Miscellaneous Groups: Current Account Transactions. 1982-91 
On billions of U.S. dollars) 

1 982 1983 19R4 1()!15 19!16 llJK7 1 9!18 1981) 1990 19lJ I 

Sub-Saharan Africa 

Exports (f.o.b.) 19.9 19.7 2 1 .5 20.8 2 1 . 1  22.4 22.7 2:1.6 2J !I 25..+ 
Imports (f.o.h.) 23.8 2 1 . 2  20.4 :!0.0 22.0 24.-\. 26.2 26.9 27.7 29.2 

Trade balance -3.9 -1.5 1 . 1  0. 8 -0.9 -2 0 -3.5 -3.3 -3.9 -3.8 

Services. net -7.4 -7.5 -7.9 -8.5 -9.7 -lll.O -10 8 - l ll.5 1 1 .0 1 1 .2 

Good� and !>ervice!> balance - 1 1 . 3  -9. 0 -6.8 -7.7 -1 0.6 - 1 2.0 -1-U -I.U - 14.9 -I 5.0 

Unrequited transfers 3 . 1  3.5 3 .6 4.3 4.9 5.5 6.1  6.-l 6 7 6.S 
Current account balance -8.2 -5.6 -3.2 -3.3 -5.7 -6.5 -t\.2 -7..+ -i!.3 -8.2 

Memorandum 

Exports of goods and service� 25.3 24.8 26.4 25.5 26.() 2K.X 29.3 30.5 3 1 . 1  33.3 
Investment income. net -2.5 -2.7 -3.3 -3.8 �.0 �.6 -5.2 -5.2 -5.6 -5.8 
Of which. 

Interest payments 3.0 3 . 1  3.8 4.2 4.5 5.2 5.X 5.1.J 6.4 6.6 
Oil trade balance 0.2 0.9 1 .6 1 .3 0 1  0. 3 0 3  0. I 

Twelve major oil exporters 

Exports (f.o.b.) 218.5 178.7 173.0 154.5 100.9 123 8 120.9 144.6 154.8 167.6 
Imports (f.o.b.) 152 .4 133.5 I 17.0 9!1.8 Xh. 9 8(1.9 95.Y 100.0 108.6 1 1 7.9 

Trade balance 66.1 45 .2 56.0 55.7 1 3.9 36 l) 25.0 44.5 46.2 4lJ.8 

Services. net -52.9 �7.9 �5.6 -38.0 -27.6 -2lC! 26.6 21-.U -32.5 -35.7 
Good!> and service� balance 13.2 -2.7 lOA 17.7 - 1 3. 7 R 7 -1 7 15.2 13 8 14. 1 
Unrequited transfers -20.2 - IS. I -15.9 -15.6 -13.0 - 1 3 . 1  -13.2 - 1 2.4 - l u; - 1 1 .8 
Current account balance -7.0 -20.7 -5.5 2 . 1  -26.7 -l J  - 14.9 2.<) 2.0 2.2 

Memorandum 

Exports of goods and services 262.2 21X.4 209.9 IXlJ.I I J5.lJ 1 55.0 154.1 17iU 18!!.4 201.9 
Investment income. net 25 7 :w. t 1-1.5 12.4 1 3 . 7  l) J lJ.5 7.!1 7 7 7. 2 
Of which. 

Interest payments X.2 9.2 1 2.3 1 2.7 12.9 IJ.3 15.0 16.tJ 16.6 1 7. 1  
Oil trade balance 198.9 159.6 1 5 1 .3 1 3 1 .9 77.9 96 2 xx.o IOX.O 1 1 5 I 122.2 

Nel dehlor fuel exporters 

Exports (f.o.b.) 103.9 97.2 106.3 103.0 70.2 X6 8 !!7.!1 IOJ.O 1 1 1 .3 1 19.8 
Imports (f.o.b.) 96.3 70.5 66.2 65.4 5t.l.-l 59.0 71.3 77.0 X-I 9 9 1 .5 

Trade balance 7.7 26.7 40.1 37.6 IO.X 27 R 16.4 2:1.9 26.3 2!U 

Services. net �5.6 -35.4 -36.3 -36.7 -3J.7 -.\ 1 .6 -3:1 .5 -37 ,() -35 7 -37.8 
Good� and service� balance -37.9 -8.8 3.8 0. 9  -22.!1 -:u -1 7.0 - 1 1 . 1  -9.3 -lJ.5 
Unrequited transfer� �.2 -2. 7 -1 .9 -1.6 0. I -0.1 -0.2 0.:! 0.6 0.4 
Current account balance �2.1 -1 1 .5 1.9 -0.7 -22.!! -3 9 -1 7.3 - I l l.  X -8 8 -9.1 

Memorandum 

Exports of goods and service� 122.2 1 1 1 .5 1 2 2  7 1 17.9 85 .0 101 X 104.7 1 2 1 .0 IJ 1 .9  1-1 1 . 1  
Investment income. net - 1 0 . 1  -1-1.2 -17.3 -17.4 -15.9 - 1 6.8 -IX.4 -20.8 - 17 .5 -1 8.5 
Of which. 

Interest payments 20. 1 I 9.2 24 .0 22.9 2 1 . :!  :! 1  7 24.<) 26.5 2-1.8 25.4 
Oil trade balance 75. 1 67.lJ 73.1  66.0 -10.!1 50 9 46.2 56.2 59.6 63.3 
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Current Account: Developing Countric� 

Table A39 (concluded). Developing Countries--Miscellaneous Groups: Current Account Transactions, 1982-91 
(In billions of U.S. dollars} 

Four newly industrializing 
Asian economics 

Export� (f.u.b.) 
Imports (f.o.b. J 

Trade balance 

Services. net 
Good� and services balance 
Unrequited transfer!> 
Current account balance 

Memorandum 
Exports of goods and services 
Inve�tment income. net 
Of which. 

Interest payments 
Oil trade balance 

Small low-income economies 

Exports (f.o.h.) 
Imports cr.o.b.J 

Trade balance 

Services. net 
Goods and 'crvicc� balance 
Unrequited tran�fers 
Current account balance 

Memorandum 

l:.xpons of goods and services 
lnve�tment income. net 
Of which. 

Interest payment� 
Oil trade balam:c 

Fifteen heavily indebted countries 

Exports (f.o.b.) 
Imports (f.o.b.) 

Trade balance 

Serv icc�. net 
Goo ch and �ervices balance 
Unrequited transfers 
Current account balance 

Memorandum 

Exports of goods and services 
Investment income. net 
or which. 

Interest payment� 
Oil trade balance 

I9R2 

83.1  

9 1 .5 

-8.4 

5.5 

-2.9 

0.2 

-2.8 

1983 

90.R 

9-U 

-3.5 

-U\ 
I 3 

0.3 

1.6 

1984 

107.5 

IO .. 'U! 
3.7 

2.8 
6.5 

().  l 
6.6 

1985 

108.6 

99.9 

s 7 

1.4 

10 I 
(J.I 

l () 2 

1 10.4 1 1 7.4 134.2 134 4 

-2.9 -2.2 - 1 .3 -0.4 

7 .. 1 6. 1 o..+ 6.4 

-14.0 -13.4 -12.4 - 1 1 .6 

15.8 

29.6 

- 1 3  7 

--4.7 

-18.5 

!i.Y 

-9.6 

2 1 .3 
-2.2 

2.8 

-5.4 

1 1 2. 2  

107 8 

4.4 

-57.4 

-52.9 

2 2 

-50.8 

16.6 

'17.6 

-10.9 

--1.4 

- 1 5 . 3  

9.4 

-5.9 

2.9 

--Ul 

I I  l . l  

82.4 

28.7 

-17.3 
-18.6 

3 .2 

- 1 5. 3 

17.6 

28.6 

-10.9 

-5.5 

-16.4 

9.2 

-7.2 

22.7 

-3.0 

3.6 

-1.5 

123.2 

79.9 

·U..+ 
--48.4 

-5.1 

3.6 

- 1 . 5  

17.0 

28.2 

- 1 1 .3 

-5.9 

- 1 7 . 2  

9 9  

-7.2 

21 9 

-3.2 

3.8 

--1 3  

1 1 ').3 

7!! 3 

41.0 

-15.4 

--1.4 

4.2 

-0.2 

1986 

130.3 
I l l .  I 

1 9 . 1  

3.6 

22.8 

0.5 

23.2 

1987 1988 1990 

175.3 217.3 249.9 269.4 

1 50.0 195.0 232.3 25..1.4 
25 . .1 ,, , 17.6 14.9 

4.8 6.3 6.0 6. 1 

:w I 28.6 2.� .6 21 0 

0.3 -O.K -2.3 -2.4 

JO..+ 27.8 21 .3 I 8.6 

1991 

295.5 

2S I .3 

14.3 

5.3 

19.5 

-2.5 

1 7  0 

160.2 2 1 0  � 260 4 300.4 .. \22.9 352.2 

0.5 l . ..J 4.0 5.5 0 3 6.8 

6.6 7 . 1  6.8 7.7 8 . 1  8.6 

-6.1 -7.9 -7.9 - 1 0 . 1  -10.7 -I I 8 

18.2 

29.8 

- 1 1 . 6  

-6.6 

- l !i . 2  
10.!{ 

-7.3 

23. 7 

-3. 6  

4. 1 

-3.4 

100.0 

71) .0 

2 1 .0 

--43 .5 

-21.5 

5.4 

-17.2 

19.6 21  8 

32.4 36.2 

-l2.X 14.5 

-7.2 -li.2 

-20. l -22.7 
I I  6 12.2 

-8.5 - l  0.5 

25.8 

--1.2 

-l. 7 

-3.3 

I I :U 

�6 3 

27.1  

-11.3 

-14.2 

5 . 1  

-9. 1  

2lU 

--1.7 

5.2 
-3 -l 

128.6 

97. 3 

3 1 . 3  

--16.0 

-14.7 

5.n 

-9.0 

23 . 1  

37.9 

-l4.!i 

-8 . .2 
-23 . 1  

1 2 . 1  

- 1 1 .0 

29.6 

-I.') 

5.4 

-3.5 

I.W.8 

105.7 

34 . 1  

-50.6 

-16.5 

5.8 

-10.7 

24 1 

39.3 

-15.3 

-8.5 

-23 7 

12.2 

- 1 1.5 

30.9 

-5.0 

5.6 

-3.8 

146.4 

1 17.8 

28 7 

-47.8 

- 1 9  I 

5.!i 

-1 3.3 

26.1 

4 1 .5 

-15.4 

-8.6 

-24.0 

12.6 

-1 1 .3 

33.4 

- 5 . 1  

5.7 

--1.0 

1 6 1 . 0  

1 3 1 . 7  

29.3 

-50.7 

-21.4 

6.0 

-15.4 

142.2 136. 1 150.9 146.9 129.3 143.3 162.5 176.2 IX6.4 203.5 

-.35.9 -35..+ -38.6 -37.3 -33.7 -32.5 

45.5 41.3  46.6 44.4 40.2 .18.4 

23.3 22.0 27.4 23.!! 16.2 llJ.l 

-35.4 -39.5 -35.2 -36.3 

42.3 46.8 4-U 45.2 

16.7 21 . 1  22.3 24.0 
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Financing: Summary 

Table A40. Developing Countries: External Financing, 1982-91 
ern billions of u.s. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 

Deficit on goods. services. and 
private transfers' 85.1 67.2 38.1 35.3 56.0 1 1 .3 28.2 29.4 36.2 39.4 

Non-debt-creating flows. net 26.4 19.2 2 1 . 1  3 1 .9 27.2 36.0 30.1  25.1  3 1 . 1  34.6 

Official transfers 8.0 9.4 10.5 13.4 14.6 13.8  q 9  15.6 16.3 1 6 . 1  
Direct investment, net 19.7 13.3 13.4 I I .  I 9.9 1 3 . 1  14.0 10.0 14. 1 17.7 
SDR allocation. gold monetiza-

tion. and valuation changes - 1 . 3  -3.6 -2.7 7.4 2.7 9 . 1  1 . 2  -OA 0.7 0.8 

Asset transactions. net2 -48.8 -3. 1  -15.0 -10.0 -I 8.0 -7.1 -24.1 -16.5 -21.2 -13.9 

Net errors and omissions1 -25.9 -17.7 -7.0 -3.9 4.7 -7.5 -10.9 3.3 1 . 0  1 .4 

Use of reserves 35.2 -3. 1 -10.4 -17.2 -U -55.3 0.2 -22.0 -29.7 -35.8 

Net external borrowing 98.3 72.0 49.4 34.6 46.7 45.2 32.8 39.4 55.0 53.2 

Reserve-related liabilitie� 9.7 8.7 5 . 1  1 . 6  -2.3 -5.2 -3.6 -3.4 2.6 6.6 
Net credit from IMF' 6.9 I 1 .0 4.7 -2.7 -5.9 -5.0 -2.4 4.7 7.2 
Liabilities constituting for-

cign authorities· rcscrvess 2.7 -2.3 0.4 1 . 7  0.4 0.6 1 .4 - 1 . 0  -2. 1 -0.6 

Other net external borrowing" 88.6 63.3 44.3 33.0 49.0 50.5 36.4 42.8 52.5 46.6 

Memorandum 

Long-term borrowing from 
official creditors. net7 37. 1 40.1  37.2 19.4 25.5 2 1 .6 18.2  3 1 .8 37.7 38.9 

Net borrowing from 
commercial banks" 68.7 39.0 2 1 .6 -2.8 0.6 5.4 -20.8 -0. 1 -2.3 -3.7 

Exceptional financing 24.6 39.8 38.1  32.0 47.3 50.6 4 1 .3 39.6 25. 5 2 1 .6 
Of which. 

Arrears 13.3 13.5 3.8 - 1 1 .3 7.7 1 . 0  10.6 12.8  -7.4 -6.6 
Reschedulings 5.7 24.9 30.8 4 1 . 7  34.9 47.7 26.7 24.9 26.8 1 3 . 1  
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Table A40 (concluded). Developing Countries: External Financing, 1982-91 
( In billions of U.S. dollars) 

Net debtor developing countries 

Deficit on goods, services. and 
private transfers' 

Non-debt-creating flows, net 

Official transfers 
Direct investment. net 
SDR allocation. gold monetiza

tion. and valuation changes 

Asset transactions. net2 

Net errors and omissions·' 

Use of reserves 

Net external borrowing 

Reserve-related liabilities 
Net credit from 1MF' 
Liabilities constituting for

eign authorities' reserves' 

Other net extemaJ borrowing• 

Memorandum 

Long-term borrowing from 
official creditors. net' 

Net borrowing from 
commercial bankss 

Exceptional financing 
Of which. 

1982 

1 1 8.6 

24.4 

12.5 
12.4 

-0.5 

-13.0 

-26.8 

37.4 

96.6 

9.7 
6.9 

2.7 

86.9 

35.7 

65.6 

24.6 

1983 

70.0 

22.0 

1 3 . 2  
9.6 

-0.8 

�.8 

- 1 1 .3 

-5 .8 

71.9 

8.7 
1 1 .0 

-2.3 

63.2 

41.4 

35.1 

39.8 

1984 

44.6 

22.2 

13.5 
9.5 

-0.8 

-10.5 

-5.9 

-15 .2 

54.0 

5 . 1  
4.7 

0.4 

49.0 

37.3 

25.9 

38.1  

1985 

5 1 . 1  

3 1 . 6  

16.4 
9.6 

5.6 

-12.4 

-2.6 

-4.0 

38.6 

1 . 6  

1 . 7  

37.0 

20.5 

-0.9 

32.0 

1986 

66.4 

28.7 

17.3 
9.2 

2.2 

-I I .  I 

3.0 

6.3 

39.6 

-2.3 
-2.7 

0.4 

4 1 . 9  

25.8 

-1.5 

47.3 

1987 1988 

32.3 37.6 

34.2 35.8 

1 6.7 17.4 
13.0 17.7 

4.4 0.8 

-10.8 -17.7 

-5.1  -9.1 

-18.7 -7.7 

32 . 8  36.3 

-5.2 -3.6 
-5.9 -5.0 

0.6 1 .4 

38.0 40.0 

22.7 17.9 

- 1 . 7  -21.0 

50.6 4 1 . 3  

Financing: Summary 

1989 

48.6 

34.4 

17.4 
1 6.9 

0. 1 

-9.0 

5.2 

-20.7 

38.8 

-3.4 
-2.4 

- 1 . 0  

42.2 

3 1 . 2  

1 . 7  

39.6 

1990 

54.7 

36.8 

1 8 .2 
17.8 

0.7 

-17.3 

2.7 

-22.4 

54.9 

2.6 
4.7 

-2.1 

52.3 

37.3 

-2.0 

25.5 

1991 

56.9 

38.5 

18.0 
19.6 

0.8 

-9.6 

1 .4 

-28.8 

55.4 

6.5 
7.2 

-0.6 

48.9 

38.7 

-3.7 

2 1 . 6  

Arrears 13.3 13.5 3.8 -1 1 .3 7.7 1 . 0  10.6 12.8 -7.4 -6.6 
Rescheduling� 5.7 24.9 30.8 41 .7 34.9 47.7 26.7 24.9 26.8 1 3 . 1  

NOTE: Except where otherwise footnoted. estimates shown here are based on national balance of payments stallsucs. These 
flows arc not alwavs easilv reconcilable with year-to-year changes in either debtor- or creditor-reported debt statistics, in part 
because J1c latter a� affect�d by changes in vaJuation. 

' Equivalent to current account deficit less official transfers. For the purposes of this table. official transfers are treated as 
external financing. 

! Pertains primarily to export credit and recorded change� in private foreign as�ets. 
' Positioned here on the presumption that estimates reflect primarily unrecorded capital outflows. 
' Includes use of Fund credit under General Resources Account. Trust Fund. Structural Adjustment Facility and Enhanced 

Structural Adjustment Facility. The impact of prospective programs is incorporated. Further details are given in Table A44. 
s Comprises short-term borrowing by monetary authorities from other monetary authoriticl.. 
0 Residually caJculated. Except for discrepancies in coverage. amounts shown renect net external borrowing from officiaJ and 

private creditors and short-term nows. 
7 Estimates of net disbursements by ofticial creditors (other than monetary authorities) aggregate directly reported nows and flows 

derived from debt statistics reported in Tables A46-A47. Official net disbursements include the increase in official claims caused 
by the transfer of officially guaranteed claims to the guarantor agency in the creditor country. usually in the context of debt 
rescheduling. 

• Estimates reported directly or based on cross border lending by banks derived from claims data consistent with the Fund's 
International Banking Statistics. adjusted for valuation changes :mributed to exchange rate movement�. Net borrowing estimates 
include the impact of debt reduction operations and other stock adjustments. Excludes six offshore banking centers covered by 
World Economic Outlook (The Bahamas. Bahrain. Hong Kong. Netherlands Antillc&. Panama. and Singapore). 
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Financing: by Rcg1on 

Table A41. Developing Countries--by Region: Summary of External Financing, 1982-91 1 

(In billion� of U.S. dollar�) 

19&2 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Africa 

Deficit on good�. �crvice�. and 
private tran�fer� 24.9 16.0 1 1 .3 5.5 15.4 I 0. 2 16.5 1 5 . 1  1 4 . 1  15.0 

Non-debt-creating now�. net 5.4 4 . 1  5.2 6.3 7 . 1  6.� 7.2 7.6 7.8 8.2 

Asset transact ions. net -0.5 -0.8 -0.7 -0.4 0. 1 -0.2 -0.1 -H.l -{).1 
Net errors and omi��ion� - 1 .2  - 1 . 6  -0.6 -U -0.7 -{).9 0. 1 -{).2 -{).1 0.1  

Usc of re�crvcs 4.0 0.7 -0.4 -2.2 L3 - 1 .2 0.9 -2.3 -1 .7 - 1 . 5  

Net external borrowing 1 7 . 1  13.5 7.9 2.9 7 7 5.-+ 8.5 10.0 8.3 8.4 

Reserve-related liabililic� 1 . 2  :!.5 0.8 0. 7 - 1 . 9  - 1 .6 0.6 0.6 -0 4  1 . 5 

Of wh1ch. 
Net c redit from IMF 2.0 1 .3 0.6 0. I - 1 .0 - I .  I -{I.J 0. I 0.2 1 .9 

Other net external borrowing 15.9 1 1 .0 7 . 1  2.2 9.7 7.0 7.9 9.4 8.7 7.0 

Memorandum 
Long-term borrowing I rom 

official creditor� 1 1 .4 10.2 8.4 J.O 7.4 6.6 5.8 6.5 <).5 8.2 

Borrowing from commercial banh 5.0 :!.5 -0.2 -J..+ - 1 . 8  -3.5 - 1 . 0  0 . 1  -0.3 

Exceptional financing 5.3 7.6 5.2 5.8 1 3 . 7  1 1 .5 1 2.0 1 2.5 10.8 8.2 

Asia 

Deficit on good!>. �ervice!>. and 
pri vatc transfer� 19.5  17.0 7.2 1 6 . 8  -{).8 -17.5 -5.8 3.8 4.5 6.8 

Non-debt -crcati ng llows, net 6.3 6.7 6.6 I I .  I lJ.7 1 6 . 1  1 1 .4 6.0 I 0. I 12.8 

As�et tran�action�. net 0.4 -3 7 -5.3 -!Ul -7 6 -6.3 -13.5 -7 4 -7.0 -7.2 

Net error> and omi�sions -8.5 -1.3 -2.3 .!.-+ 0.4 -0.7 - 1 .9 0.4 1 . 0  0. 1 

Usc of re�ervc!> -5.() -9.4 -<J.6 -(d -25 () -43.8 -13.4 -lJ.8 -16.2 - 1 6.5 

Net external borrowing 26.l) 25.7 17.8 17.7 2 1 .8 1 7 . 2  1 1 .4 14.6 16.6 17.7 

Reserve- related liabihtic!> 2.4 2.5 0.2 -O.lJ -0.9 -1.3 -2.5 - 1 . 1  - 1 .2 0.3 

Of which. 
Net credit from IMF 2.3 2.5 O.J - 1 .0 -{).9 -2.4 -2.4 - 1 . 1  - 1 .2 0.3 

Other nc: external borrowing 24.5 23.3 17.5 1 8.6 2'2.7 llJ.5 13.9 15.8 17.7 17.4 

Memorandum 
Long-term borrowing from 

official creditorh 1 1 .7 1 0.0 1 0.3 3.7 3 . 1  1 .5 9.3 I I  . 0 8.7 9.5 
Borrowing from commercial banks 16.8 1 1 .7 6.0 7.5 '2.4 1 .4 1 .5 1 .6 - 1 .3 2.7 

Exceptional financing 1 . 6  1.0 2.'2 2.3 1.9 2.3 0.6 0.6 0.8 0.5 

Europe 

Deficit on good�. �crviccs. and 
private transfers 3.3 2.S 0.7 O.X 1 .9 -0.9 � . I  -3.3 1 . 9  1 . 4 

Non-debt-creating flow�. net 0.3 0.5 -l).6 0.7 0.7 0.8 0.7 1 . 1 1 .5  1 . 2  
As�ct transact ions. net -2.2 -0.7 -3 . 1  -1 .4 -2.0 -2.3 -:!.'2 - 1 . 1  - 1 . 1  -1 .2  
Net errors and omi�sion� 0.5 -{).9 0.5 - 1 .0 0.5 -3.4 - 1 . 8  O.l:! 
u�c of rc�crvc� 1 .0 - 1 . 0  -{).8 -0.4 - 1.'2  0.6 -'2.3 -4.2 -+.:l -5.1 

Net external borrowing 3.7 4.8 4.7 3 .0 -tO 3.J -0.4 0. 1 5.9 6.4 
Reserve-related liabilities 0.9 1 . 1  0.5 -0.6 -0.9 - 1 . 6  -1.3 -0.9 0.6 1.8 

Of which. 
Net credit from JMF 1 .3 1 . 1  0.5 -0.6 -{).9 - 1 .6 - 1 . 3  - 1 .  1 O.l:! I 8 

Other net external borrowing 2.8 3.8 4.3 3.6 4.9 4.9 1 . 0  1 .0 5.3 4.7 

Memorandum 
Long-tcnn borrowing from 

official creditors 'Y..7 5.8 2.5 3.-1 3.5 1 .7 -'2.S 2. 1 -l.J 2.6 

Borrowing from commercial bank� - 1 . 1  -2.9 2 . 1  0.7 2.3 0.7 -4.6 -ll.5 0.7 1 .5 

Exceptional financmg 7.9 8.2 6.!! 5.0 7.0 7 . 1  7.3 4.6 5.3 5.3 
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Financing: by Region 

Table A4J (concluded). Developing Countries-by Region: Summary of External Financing, 1982-91 1 

(In billion� Qf U.S. dollar\) 

1982 1983 1984 1 985 1986 1987 1988 1989 1990 1991 

Middle East 

Deficit on goods. �CI'VICC�. and 
private tran�fer� -U 2 1  .0 16.3 8. 1 2 1 . 9  7 0  1 1 .8 l . l  1 .2 1 . 2  

Non-debt-creaung llows. net 7.4 3.!! 5.4 7.5 5.2 4.6 1 . 0  3 . 1  3.6 3.5 
A��ct tran�action�. net -38.6 4.5 -3.8 1.5 -Q.2 4.1  -3.5 -3.8 -2.9 -3.2 
Net error� and omis�ion� 1 . 2  -U --0.9 0. 1 3. 9 -0.8 - 1 . 1  - I .  I - 1 .7 
Usc of reserves 15.8 9.0 10. 1 -Q.7 14.0 -6.8 8 . 1  -3 .8 -4.2 -4.0 

Net cxtcmal borrowtng 10.0 8.0 5.4 4.5 5.0 5.9 7.3 6.7 6.4 4.9 
Re!>erve-rclated liabilitic-. --0.4 -0.4 -0.1 --0.1 --0.1 
Of WhiCh. 

Net credit from LMF -0.1 --0.1 0.  I -0. 1 
Other net cxtemal borrowing 10.4 u 5.5 4.5 5 . 1  5.9 7.4 6.7 6.4 4.9 

Memorandum 
Long-term borrowmg from 

official creditor' 5.3 5.2 5.4 3.0 3.9 1 . 5  - 1 . 7  4.0 5.3 2.4 
Borrowing from commercial ba.1ks 4.9 6.3 -1 .2 - U!  -0. 1  1 .7 1 .4 1 .8 2.3 0.2 
Exceptional l'inanc.:ing 0.3 0.5 0.5 1 . 4  1 .7 3 . 1  4.0 5.3 3 .9 3.7 

Western Hemisphere 

Deficit on gootb. '>ervice�. and 
private transfer� 4 1 .6 10.5 2.5 4.2 17.5 12.4 1 1 .8 12.8 14.5 14.9 

Non-debt-creating llow�. net 7.0 4. 1 4.5 6.2 4.5 7.8 9.7 7.4 8 . 1  8.9 
As�ct tran�action�. net -8.0 -2.4 -2.1 -2.8 -2.3 -2.7 -U -3.9 -10.1  -2. 1 
Net error\ and omi��ion� -17.9 -8.6 -3.8 -U 0.7 - 1 . 8  -6.1 3.4 1 . 9  1 . 2  
U�e Of resCr\CS 20.0 -2.4 -9.7 - 1 . 6  6.4 -4.2 6.8 -2.0 -3.3 -8.7 

Net extemal borrowing 40.5 19.8 13.5 6.5 8.2 13 .4 6.0 7.9 17.9 15.7 

Re�crvc-rclated liabilities 5.5 3.0 3.6 2.4 1 . 5 0.2 -0.3 -2.0 3.5 3.0 
Of \\hich. 

Net credit from LMF 1 . 5  6.1  3.4 1 .5 0. 1 -0.8 --0.9 -0.2 4.9 3. 2  
Other net external borrowing 35.0 16.8 9.9 4 .2 6.7 13.2 6.3 9.9 14.4 12.7 

Memor:mdum 
Long-term borrowing from 

oflic1al creditors 6.0 9 .0 10.6 6.3 7.6 10.4 7.6 8.2 10.0 1 6 . 1  
Borrowin� from commercial ban�� 43.2 2 1 .4 1 5.0 -5.8 -2.2 5 . 1  - 1 8 . 1  -3.1 -4. 1 -7.7 
l:xccptinnal financmg \1.5 22.5 23.3 17.5 23.0 26 .6 17.4 16.6 4.7 3.9 

' For definuions. sec footnotes 10 Table A40. 
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Financing: by Analytical Criteria 

Table A42. Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-9e 
(In 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 10.8 1 3 . 1  -1.4 -5.6 29.4 1 .2 18.4 3.4 1.4 1 . 1  

Non-debt-creating flows. net 4.8 - 1 . 6  -0 . 1  2.4 2.3 5.0 0.6 2.2 4.3 3.9 

Asset transactions. net -41.8 3 . 1  -6.4 -0.5 -7.7 1 .6 -6.8 -4.4 -12.3 -5.4 

Net errors and omissions - 1 3 . 1  - 1 1 . 6  -4.7 -4.0 -1.2 -U -5.6 3.0 0.2 1 . 3  

Usc of reserves 35.2 5.6 4.0 -7.2 21.7 -13.4 19.8 -5.1 -7.9 -8.7 

Net external borrowing 25.7 17.5 5.8 3.6 14.3 12.0 10.4 7.7 17.2 10.0 

Reserve-related liabilities 2. 1 0.4 1 . 1  1.9 0.2 0.9 1 . 8  2.7 2.2 

Of which, 
Net credit from IMF 0.2 1.7 1.3 0.8 1 .0 2.0 3.8 2.4 

Other net external borrowing 25.5 15.8  4.6 3.7 13. 5 I I .  I 10.3 5.7 13.4 7.6 

Memorandum 
Long-term borrowing from 

official creditors 7.4 6.9 5.8 5.3 6 . 1  7.9 8.3 1 1 .4 10.1 7.2 

Borrowing from commercial banks 37.8 15.7 4.7 -5.5 -l . l  4.5 -9.8 -2.0 -2.2 -0.3 

Exceptional financing 4.9 8.9 2.2 2.8 10.3 6.1 6.6 9.4 8.8 3.8 

Non-fuel exports 

Deficit on goods, services. and 
pri vale transfers 74.3 54.1 39.5 4 1 . 0  26.7 10.1 9.8 26.0 34.8 38.3 

Non-debt-creating flows. net 2 1 .6 20.8 2 1 .2 29.4 24.9 3 1 .0 29.4 23.0 26.8 30.6 

Asset transactions. net -7.0 -6.2 -8.6 -9.5 -10.3 -8.7 -17.3 - 1 2 . 1  -8.9 -8.5 
Net errors and omissions -12.8 -6.2 -2.3 0. 1 5.9 -3.3 -5.2 0.3 0.8 0.1 

Use of reserves -8.7 -1-+.4 -10.0 -26. 1 -42.0 -19.6 -17.0 -21.8 -27 . 1  

Net external borrowing 72.5 54.5 43.5 3 1 .0 32.4 33.2 22.4 3 1 . 7  37.8 43.1  

Reserve-related liabilities 7.5 8.3 3.9 1 . 6  -4.2 -5.5 -4.5 -5.2 -0.2 4.4 

Of which. 
Net credit from IMF 6.7 9.3 3 . 5  -3.6 -6.8 -5.0 -4.4 0.9 4.8 

Other net external borrowing 65.0 46.2 39.6 29.4 36.6 38.6 27.0 36.9 38.0 38.8 

Memorandum 
Long-term borrowing from 

official-creditors 29.7 33.2 3 1 .4 14.2 19.5 13.8 9.9 20.4 27.6 3 1 .6 

Borrowing from commercial banks 30.9 23.3 16.9 2.7 1.6 0.9 -10.9 1 .9 -0 . 1  -3.4 

Exceptional financing 19.6 30.9 35.8 29.2 37.0 44.5 34.7 30.2 16.8 17.8 

Manufactures 

Deficit on goods, services. and 
private transfers 24.7 13.8 1 .5 12.7 1 . 1  -18.9 -20.9 -8.5 - 1 . 6  2.4 

Non-debt-creating flows. net 6.6 8.0 7.5 13.0 10.1  15.5  1 1 .6 5.6 8.9 1 1 .7 

Asset transactions. net -4.2 -3.6 -7.6 -8.1 -10.1 -7. 1  -13.5 - 1 1 .5 -8.7 -9.0 

Net errors and omissions -3.3 -4.0 - 1 . 5  -0.4 3 . 3  -2.8 -3.2 1 . 5  0.4 0.4 

Use of reserves -2.7 - I L l  -16.0 -5.8 -22 . 1  -42.7 -16.4 -13.8 -16.0 -21.0 

Net external borrowing 28.3 24.5 1 9 . 1  14.0 20.0 18.2 0.6 9.7 13.9 20.3 

Reserve-related liabilitie� 4.4 3.4 2.6 -0.8 -0.5 -4.0 -4.7 -3.2 0.4 2.7 

Of which. 
Net credit from IMF 3.6 4.7 3.0 -1.0 - 1 . 5  -5. 1  -3.8 -3.4 0.6 2.7 

Other net external borrowing 23.9 2 1 . 1  16.5 14.8 20.5 22.2 5.2 12.9 13.5 17.6 

Memorandum 
Long-term borrowing from 

official creditors 9.8 12. 1 1 1 .5 6. 1 6.2 2 . 1  -3.2 5.6 7.0 9.0 

Borrowing from commercial banks 17.5 1 1 .2 12.2 2.4 2.4 5.6 -7.3 2.7 -0.7 -3.0 

Exceptional financing 8.0 16.2 9.4 13.7 17.6 20.9 14.5 8 . 1  1 . 8  5.3 
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Financing: by Analytical Criteria 

Table A42 (continued). Developing Countries-by Analytical Criteria: Summary of External Financing, 1982-91 1 

Cln billions of U.S.  dollars) 

1982 1983 19�4 1985 1986 1987 1988 1989 1990 1991 

Primary products 

Deficit on good�. service�. and 
private tran�fers 22.4 18.4 1 7 . 1  14.5 16.2 20.8 19.7 19.� 22.8 22.7 

Non-debt-creating flows. net 5. 1 4.6 4.8 6.9 6.8 6.2 7.8 t{.4 8.2 8.8 
Asset transaction�. net - 1 .3 -0.7 -0.5 -0.1 -0.4 -0.1 - 1 . 7  -:!.1 -0.1 0.5 
Net errors and omissions -lUl -2.3 0. 1 -1.5  (). I -0.6 -0.9 -0.5 -0.1 
Use of reserves 3.3 1 . 3  0.2 -3.2 -0.9 2.2 -3.3 -0.2 -2.4 1 . 1  

Net external borrowing 24.1 15.5 12.5 12.3 10.7 1 3 . 2  17.7 14.3 17.2 12.4 

Reserve-related liabilities 1 .9 3.0 1 . 1  1 .6 -1 .0 0.3 0.3 -2.6 1 . 7  
Of which. 

Net credit from IMF l .2 3.4 0.6 1 . 1  -0.5 -0.3 -0.4 - 1 . 0  0.4 1 . 7  
Other net external borrowing 22.3 12.4 1 1 .4 10.8 1 1 .7 12.8 17.5 16.9 17.2 10.7 

Memorandum 
Long-term borrowing. from 

official creditors 8 . 1  10.5 10.2 6.1 8 . 1  9.5 8.4 8. 1 9.6 1 1 .8 
Borrowing from commercial banks 4.4 6.8 2. 1 0.7 0.4 0.3 -0.3 -0.4 2.8 
Exceptional financing 9.1  I I .  7 2 1 .6 9.6 12.2 1-U 12.3 13.5 9.4 6.5 

AgriculluraJ products 

Deficit on goods. services. and 
private transfers 15.2 13.8 12.7 1 I .  1 1 1 .4 15.9' 15,3 15.6 16.9 16.9 

Non-debt-creating \low�. ncl 3.3 3.3 3.7 5.% 5.6 5.2 6.3 6.6 6.5 6.9 
Asset transactions, net· -0.8 -0.7 -0.7 -0.4 -0.4 - 1 . 3  -:!.0 -0.1 0.5 
Net errors and omissions -7.8 -1 .0 0. 1  -0.6 -0. 1 -0.3 -0.3 -0.1 -0.2 
Usc of rc�crvcs 2.2 1 . 5  0.9 -2.6 -0.8 1 . 9  -2.4 1 . 4  - 1 .6 1 . 8  

Net external borrowing 18.2 10.8 8.7 8.9 7 . 1  9.0 13.0 9.7 1 2 . 1  7.9 

Reserve-related liabilities 1 . 1  2 .2 0.4 1 . 5  -0.9 0.2 0.7 - 1 . 9  0.2 0.9 
Of which, 

Net credit from 1MF 0.8 2.4 0 . 1  1 . 0  -0.6 -0.2 -H.2 -0.9 0.6 0.9 
Other net external borrowing 17.2 8.6 8.3 7.4 8.0 8.8 12.3 1 1 .7 1 1 .9 7 . 1  

Memorandum 
Long-term borrowing from 

official creditors 6.5 8.7 8. 1 5 . 1  6.1  7.3 6.5 6.5 6.9 6.9 
Borrowing from commercial banks 2.8 7.5 0.3 1 . 1  1 . 8  1 .8 1 . 5  2.9 1 . 7  
Exceptional financing 7.4 7.2 17.8 3.7 7.6 9.8 7.0 8.6 4.8 3 . 1  

Minerals 

Deficit on good�. services, and 
private transfers 7.2 4.5 4.4 3.3 4.8 5.0 4.4 4.2 5.9 5.8 

Non-debt-creating Oows. net 1 .7 1 .3 1 . 0  1 . 1  1 . 2  1 . 0  1 . 5  1 .7 1 . 7  1 . 9  
Asset transactions. net -0.5 0.2 0.3 -0.2 -0.4 -0. 1  
Net errors and omissions - 1 .0 - 1 .3 0. 1 -0.9 0.2 -0.3 -0.6 -0.4 0.2 
u�e of reserve� 1 . 1  -0.2 -0.7 -0.7 -0. 1 0.3 -0.9 - 1 .6 -0.8 -0.7 

Net external borrowing 5.9 4.7 3.8 3.5 3.5 4.2 4.7 4.6 5 . 1  4.4 

Reserve-related liabilities 0.8 0.9 0.7 0 . 1  -0 . 1  0. 1 -0.5 -0.7 -0.2 0.8 
Of which. 

Net credit from IMF 0.4 1 . 0  0.4 0 . 1  0. 1 -0. I -0.2 -0. 1 -0.2 0.8 
Other net external borrowing 5. I 3.9 3 . 1  3.4 3.6 4.0 5 . 1  5.3 5.3 3.6 

Memorandum 
Long-term borrowing from 

official creditors 1 . 6  1 .8 2 . 1  1 .0 2.0 2 . 1  1 . 9  1 .7 2.6 4.9 
Borrowing from commercial bank!. 1 .6 -0.7 1 . 8  0.7 -0.7 - 1 . 5  -2. 1  - 1 .9 -{),I -1.6 
Exceptional financing 1 .7 4.5 3.9 5.8 4.6 4.8 5.3 4.9 4.6 3.3 
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Financing: by Analytical Criteria 

Table A42 (continued). Developing Countries--by Analytical Criteria: Summary of External Financing, 1982-9J I 
(In bilhons of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Services and private transfers 

Deficit on good�. �ervice:.. Rnd 
pnvate transfers lOA 9.6 10.7 10.5 9.3 9.5 1 0.6 1 1 .0 9.� 8.6 

Non-debt-creating now�. net 4.5 4 . 1  4. 3  4.7 4.9 -1.9 4.6 4.3 4.9 5.0 
Asset tran�actions. net -0.6 -0.7 -0.9 0.5 -0.3 0. 2  

Net errors and omissions 0. 3 1 .3 1 . 2  2.4 2.3 0.6 -0. 2  0.5 0.7 
Use of reserves - I .  7 -0.6 1 . 5  - 1 .0 0.2 -0.6 -0.6 -0.6 -3.4 

Net external borrowing 7.8 4. 8  4.5 4.4 2.6 4. 1 6.6 6.9 5.0 6.9 

Reserve-related liabilities 0.5 0.2 -0.2 -0.6 -0.5 -0.5 0.3 0. 1 0.2 

Of "hich. 
Net credit trom lMF 0.6 0.6 -0.2 -0.6 -0.6 -0.6 0.2 0.2 

Other net external borrowing 7.3 4.6 4.5 4.6 3. 2 4.6 7.1  6.6 4.8 6.8 

Memorandum 

Long-term borrowing from 

offic1al creditors 6.3 5.9 5.4 2.0 3. 8 0. 7  4.3 5.5 6.7 6.5 
Borrowing from commercial banks 1 . 2  1 .5 0.8 0. 1 -0. 2  -0.2 -0.4 0.4 0.4 0.3 
Exceptional financing 0.8 1 . 8  1 .8 2. 7 3.4 4.7 6.7 6.6 3.3 3.6 

Diversified export ba�e 

Deficit on goods. service�. and 
private tran,fers 1 6.8 1 2.3 10.1 3.3 0. 1 -1.4 0.4 3 . 7  3 . 7  4.6 

Non-debt-creating tlows. net 5.4 4.2 4.7 4.9 3.2 -L4 5.4 -1.7 4.9 5 . 1  
Asset transacuons. net -0.9 -1.9 0 .2 -0.4 -{).3 - 1 . 2  -2.2 1.6 

Net errors and omissions - 1 .0 - 1 .2 -2.1 -0.4 0. 1  -0.6 - 1 .0 -I . I -0.3 -0.3 

Usc of rc�erves 1 . 1 1 .6 - 1 . 1  -2. 1 - 1 . 7  0.7 -2 .4 -2.8 -3.8 

Net external borrowing 12.3 9.6 7 .4 0. 3 -0.9 -2.3 -2.4 0.8 1 . 8  3.5 

Reserve-related I iabi I ities 0.8 1 . 6  0.3 1 . 0  -2.1 - 1 . 3  0.4 0.3 -0.7 -0.2 
Of which. 

Net credit from lMF 1 . 5  0.5 - 1 .0 -0.8 -0.3 - 0 . 1  - 0 . 1  0.2 

Other net external borrowing 1 1 .5 8.0 7 . 1  -0.8 1 . 2  - 1 .0 -2.8 0.5 2.5 3.7 

Memorandum 
Long-term borrowing from 

official creditors 5.5 4.7 4.4 l .3 1 .4 0.3 1 . 2  4 . 3 4.3 
Borrowing from commercial banks 7.7 3.7 1.9 -0.5 -0.9 -4.9 -3.0 -0.8 -2.6 -0.8 

Exceptional financing 1 . 7  1 .2 3. 1 3.1 3.9 4.3 1 . 3  2 . 1  2.3 2.5 

By financial criteria 

Market borrowers 

Deficit on goods. services. and 
private transfer� 49.7 13.4 1 .6 -4.5 7.4 -10.4 -10.8 -0.2 -0.5 0.8 

Non-debt-creating llows, net 9.5 5.3 6.3 8.6 5.3 1 1 .0 13. 1 10.0 1 1 .3 12.4 

A�sct transactions. net -8.9 -5.7 -7.2 -9.4 -10.2 -9.3 -14.6 -8.4 - 16.4 -8.8 

Net error� and omissions -18.3 -9.7 -6.2 -U 1 . 7  -0.8 -6.2 3.7 1 . 1 1 . 0  
u�c of re�erve� 2 1 .3 -3.9 - 1 3 . 1  -7.5 6.1  - 1 0.0 -1 .5 -10.3 -10.9 - 1 6 . 1  

Net external borrowing 46.2 27.4 2 1 .9 8.6 4.4 - 1 . 3  - 1 . 5 4.8 1-1.4 12.3 

Reserve-related habil itics 4.7 4. 1 3.8 2.7 0.4 -2.4 -0.4 -0.3 3 . 1  2.5 
Of which. 

Net credit from IMF 2.0 6. 1 3.8 1 . 3  -0.3 -2.5 - 1 .3 0.5 5. 1 3 . 1  
Other net external borrowing 4 1 .5 23.3 18.0 5.9 4.0 1 . 1  - 1 . 1 5 . 1  1 1 .3 9.8 

Memorandum 
Long-tenn borruwing from 

official creditor!> 7.9 8.7 9.3 2.7 2.9 5.6 4.9 6.8 9.0 1 0.7 

Borrow111g from commercial banks 54.3 27.9 19.0 -3 .9 -3.6 -7 .8 -25.8 -4.4 -8.4 -9.1 

Exceptional financing 9. 0 19.3 2 1 . 8 16.7 19.7 24.0 1 2.0 1 2 . 1 2.3 2.4 
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Table A4l (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 

Diversified borrowers 

Deficit on goods. services. and 
private transfers 45.3 38.7 23.4 35.5 38.9 22.5 25.1 22.6 27.9 29.7 

Non-debt-creating tlowl', net 7.8 9.9 8.6 14.6 14.0 13.5 12.9 14.4 14.3 14.8 
Asset transactions, net -3.2 - 1 .2 -1 .8 -2.5 - I .  I -1.0 -3.1 -0.5 --0.8 --0.8 
Net errors and omissions -8.6 -1.3 - 1 . 1  1 . 4  0.6 -2.9 --0.5 1 .4 1 . 4  0.3 
Use of reserves 16.8 -0.4 -1 .9 3.0 1 . 8  --6. 1 -3.7 -8.9 -8.0 -10.8 

Net external borrowing 32.5 3 1 . 7  19.7 19.0 23.6 19.0 19.4 16.1 21 .0 26.2 

Reserve-related liabilities 3 . 1  4 . 1  1 . 0  --0.9 -1.4 -2.0 -2.7 -3.1 --0.7 2.0 
Of which. 

Net credit from IMF 3 . 1  3.3 0.6 -1 .0 -1 .0 -2.3 -2.9 -2.7 --0.9 2.0 
Other net external borrowing 29.4 27.6 18.6 19.9 25.0 2 1 . 0  2 2 . 1  19.2 2 1 .7 24.2 

Memorandum 
Long-term borrowing from 

official creditors 14.2 17.9 15.2 9.3 10.9 10.3 2.6 1 1 .0 9.8 12.4 
Borrowing from commercial banks 8.8 7.6 4.0 4.6 4.9 6.9 7.8 6.4 5.8 5.5 
Exceptional financing 4.5 IO.!l 6.6 5.8 14.2 12.3 14.0 13.3 8.4 6.6 

Official borrowers 

Deficit on goods. services. and 
private transfers 23.5 17 9 19.6 20. 1 20. 1  20.2 23.4 26.3 27.3 26.4 

Non-debt-creating tlows. net 7 . 1  6.9 7.3 8.4 9.4 9.7 9.8 10.0 1 1 . 1 1 1 .3 
Asset transactions. net -0.9 - 1 . 5  -0.6 0.2 -0.6 -0 . 1  -- 0 . 1  -0.1 
Net errors and omissions 0. 1  -0.3 1 . 4  0.8 0.6 -1.4 -2.4 0.2 0.2 
Usc or reserves --0.7 - 1 . 5  -0.3 0.5 - 1 . 7  -2.6 -2.4 - 1 .5 -3.5 -1.9 

Net external borrowing 17.9 12.9 12.5 I I .  I 1 1 .5 1 5 . 1 18.4 17.9 19.5 16.9 

Reserve-related liabilities 1 .9 0.5 0.2 -0.2 -1.4 -0.9 -0.6 0.2 2.1  
Of which. 

Net credit from I M F  1 . 8  1 .6 0.3 -0.3 -1.4 -1 .0 -0.7 -0.2 0.6 2 . 1  
Other net external borrowing 16.0 12.4 12.3 1 1 .3 12.9 16.0 19.0 17.9 19.2 14.9 

Memorandum 
Long-term borrowing from 

officral creditors 13.6 14.8 12.7 8.5 1 2 . 1  6.8 10.5 13.4 18.5 15.6 
Borrowing from commercial banks 2.4 -0.4 2.9 - 1 .5 -2.8 -0.8 -3.0 -0.3 0.5 
Exceptional financing 1 1 .0 9.7 9.7 9.4 13.4 14.3 15.3 14.3 14.8 12.6 

Countries with recent debt-
servicing djfficulties 

Deficit on goods. �ervices. and 
private transfers 89.2 38.2 2 1 .6 18.3 4 1 . 1  24.3 26.7 29.3 35.4 37.5 

Non-debt-creating tlows, net 13.9 10.2 1 1 .4 13.2 12.5 16.0 18.4 15.7 17.9 18.8 
Asset transactions. net - 1 2 . 1  - 1 .8 -3.4 -3.6 -1.7 -4.2 -5.4 -5.0 -10.4 -2.6 
Net errors and omission� -18.0 -10.7 -2.9 -3.6 2.9 -4.9 -7.8 5.3 1 . 9  1 .2 
Usc of re�erves 4 1 . 6  0.9 -13.6 - 1 . 1  7.6 -7. 1  4.9 -8.6 -10.0 -12.6 

Net external borrowing 63.8 39.6 30. 1 13.3 19.8 24.5 16.6 21.9 36.0 32.6 

Reserve-related liabilities 6.7 5.7 4.4 2.7 -0.9 -1.9 -0.7 -2.3 3.8 5.7 
or which. 

Net credit from IMF 4.0 7.9 3.9 1 . 4  - 1 . 4  -2.6 -2.2 - 1 . 3  5.9 6.3 
Other net external borrowing 5 7 . 1  33.9 25.7 10.6 20.8 26 s 17.3 24.2 32.2 26.9 

Memorandum 
Long-tern1 borrowing from 

official creditor5 22.2 30.5 24.3 15.8 18.3 18.3 15.6 22.6 30.2 30.3 
Borrowing from commercial banks 49.9 2 1 . 5  1 9 . 1  -9.2 -4.4 1 . 2  -24.6 -3.4 -5.1 -8.4 
Exceptional financing 23.3 38.6 37.0 3 1 . 2  47.0 50.3 40.9 38.5 24.0 20.4 
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Financing: by Analytical Criteria 

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 

Countries without debt-
servicing difficulties 

Deficit on goods, services. and 
private tran�fers 29.4 3 1 . 8  23.1  32.9 25.3 8 . 1  1 1 .0 19.3 19.3 19.4 

Non-debt-creating flows. net 10.4 1 1 .9 10.8 18.4 16.2 1 8 . 2  17.5 1 8 . 7  18.9 19.7 
Asset transactions. net -0.8 -5. 1  -7.1 -8.9 -9.4 -6.6 -12.3 -4.0 -6.9 -7.0 
Net errors and omissions -8.8 -0.6 -3.0 0.9 0 . 1  -0.2 -1 .3  -0. 1 0.8 0.2 
Usc of reserves -4.2 -6.7 - 1 . 6  -2.9 -1.4 - l l .5 -12.6 -12.1  -12.4 -16.3 

Net external borrowing 32.8 32.4 23.9 25.3 19.7 8.3 19.7 16.9 18.9 22.8 

Reserve-related liabilities 3.0 3.0 0.6 -I. I -1.4 -3.3 -2.9 - 1 . 1  - 1 . 2  0.8 
Of which. 

Net credit from IMF 2.9 3 . 1  0.9 - 1 .4 -1 .3  -3.3 -2.8 - 1 . 1  - 1 . 2  0.8 
Other net external borrowing 29.8 29.4 23.3 26.4 2 1 . 1  1 1 .6 22.6 18.0 20.1 22.0 

Memorandum 
Long-term borrowing from 

official creditors 13.5 10.9 13.0 4.7 7.6 4.5 2.3 8.6 7 . 1  8.4 
Borrowing from commercial banks 15.7 13.7 6.8 8.2 2.9 -3.0 3.7 5 . 1  3 . 1  4.8 
Exceptional financing 1 . 3  1 . 3  1 . 0  0.7 0.3 0.3 0.4 1 . 2  1 . 6  1 . 2  

Miscellaneous groups 

Sub-Saharan Africa 

Deficit on goods, services. and 
private transfers 1 1 .4 9.0 6.5 7 . 1  10.2 1 1 .4 13.6 1 3 . 1  14.0 14.1  

Non-debt-creating flows, net 3.8 3.8 3.8 4.4 5.2 5.4 6.0 6.3 6.4 6.8 
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 -1 .0 -0.3 -0.4 -0.3 -0.6 0.3 -0.1 -0.1 0 . 1  
Use of reserves 0.5 -0.4 -0.4 -0.7 0.1  -0.1 -0.8 0.2 

Net external borrowing 8.2 6.6 3.9 3.7 5.8 6.2 7.5 7.6 7.7 7 . 1  

Reserve-related liabilities 0.9 1 . 2  0.4 -0.6 -0.4 -0.4 0 . 1  1 . 1  
Of which, 

Net credit from IMF 0.7 1 . 3  0.5 -0.4 -0.5 -0.2 -0.4 0 . 1  1 . 1  
Other net external borrowing 7.3 5.4 3.5 3.7 6.4 6.7 7.5 8 . 1  7.7 6.0 

Memorandum 
Long-terfTl borrowing from 

official creditors 5.4 5.3 5. 1 1 . 7  5.8 5.0 4.3 5 . 1  6.7 5.5 
Borrowing from commercial banks J . 3  -0.1 -0. 1 -0.4 -0.6 -0.1 -0.3 1 . 1  1 .2 0.8 
Exceptional financing 2 . 1  2.4 3.0 3.9 4.3 5.6 6.5 7.0 6.9 4.3 

Net debtor fuel exporters 

Dcticit on goods, services. and 
private transfers 42.0 1 1 . 5  - 1 . 8  1 . 0  23.5 4.3 17.7 1 1 .5 9.6 9.7 

Non-debt-creating flows. net 2.8 1.5 1 .0 2.9 4.8 7.0 4.5 4.8 6.7 6.4 
Asset transactions. net -5.5 -0.6 -2.0 -3.0 -0.7 -2.8 -3.3 -0.6 -9.9 -2.7 
Net errors and omissions -14.5 -5.5 -4.0 -2.3 -2.8 -2.1 -4.0 4.9 1 . 9  l . 3  
Usc o f  reserves 36. 1  -0.6 -4.7 -1.0 8.3 -8.5 1 2 . 1  -3.5 -4.4 -6.0 

Net external borrowing 23.2 16.6 7.9 4.3 13.8 I 0.8 8.4 6.0 15.3 10.6 

Reserve-related liabilities 2. 1 0.4 1 . 1  1 . 9  0.2 0.9 1 . 8  2.7 2.2 
Of which. 

Net credit from IMF 0.2 1 . 7  1 .3 0.8 1 . 0  2.0 3.8 2.4 
Other net external borrowing 2 1 . 1  16.2  6.7 4.2 1 1 .9 10.6 7.5 4.2 12.5 8.4 

Memorandum 
Long-term borrowing from 

official creditors 6 . 1  8.3 5.8 5.9 5.9 8 . 1  8.0 10.7 9.8 7 . 1  
Borrowing from commercial bank� 34.5 1 1 .6 8.2 -3.9 0.5 3.2 - 1 1 .9 -2.9 -3.7 -1.2 

Exceptional financing 4.9 8.9 2.2 2.8 10.3 6 . 1  6.6 9.4 8.8 3.8 
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Financing: by Analytical Criteria 

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 economies 

Deficit on goods, services. and 
private transfers 2.8 - 1 .6 -6.6 -10.2 -23.3 -30.5 -27.9 -21.4 -18.7 - 1 7 . 1  

Non-debt-creating flows, net 1 . 3  1 .3 1 . 2  3 . 1  1 . 7  6.6 0.2 -4.6 - 1 .0 0.9 
Asset transactions, net 0.4 - 1 . 4  -5.1  -6.5 -7.2 -5.6 -10.6 -9.7 -7.8 -8.1 
Net errors and omissions - 1 .6 -2.1  - 1 .0 0.3 0.9 0.8 �.7 0.4 
Use of reserves -2.4 -4.2 -5.8 -9.6 -24.4 -35.3 -10.5 -6.3 -8.7 -9.8 

Net external borrowing 5.2 4.8 4.0 2.5 5.7 3.0 -6.3 - 1 . 2  - 1 . 2  -0.1 

Reserve-related liabilities 0.1 0.2 0.3 �.2 -0. 1  - 1 . 2  -0.5 
Of which. 

Net credit from IMF 0.1 0.2 0.3 -0.2 -0. 1 - 1 . 2  -0.5 
Other net external borrowing 5 . 1  4.6 3.7 2.7 5.9 4.2 -5.8 - 1 . 2  - 1 . 2  -0.1  

Memorandum 
Long-term borrowing from 

official creditors 2. 1 0.5 0.2 -0.6 -0.8 -3.1 -0.9 -0.4 -OA -0.3 
Borrowing from commercial banks 7.9 2.3 2.9 2.0 0.4 -2.3 -5.2 -4.5 -3.1 -2.2 
Exceptional financing 

Small low-income economics 

Deficit ot, goods, services. and 
private transfe rs 1 4 . 1  10.4 1 1 .7 12.3 1 3 . 1  15.0 17.6 18.0 18.6 18.8 

Non-debt-creating flows. net 4.9 4.4 4.8 5.5 6.3 7.0 7.5 7.6 7.7 8.2 
Asset transactions, net -0.3 -0.1 -0.2 -0. 1 -0.1 -0. 1  -0.1 -0. 1 
Net errors and omjssions -0. 1  -0.5 0.4 -0.3 -0.3 -0 . 1  0 . 1  0.2 0.3 0.1 
Usc of reserves 0.2 - 1 .4 0.5 0.6 �.2 0 . 1  -0.7 -0. 1  1 . 8  

Net external borrowing 9.4 8.0 6.2 6.6 7.5 8.2 10. 1  1 1 .0 10.8 8.7 

Reserve-related liabilities 1 .4 1 . 2  0.2 0. 1 �.8 -0.4 -0.2 -0.5 0.2 1 . 2  
Of which. 

Net credit from lMF 1 .0 1 . 2  0.2 -0.1 -0.9 -0.6 -O.J 0.3 1 . 2  
Other net external borrowing 8.0 6.8 5.9 6.5 8.4 8.6 10.3 1 1 .6 10.5 7.5 

Memorandum 
Long-term borrowing from 

official creditors 7.8 7.9 7.8 3.4 6.5 4.2 7.2 8.3 9.0 7.9 
Borrowing from commercial banks 0.9 0.2 0.7 0.2 -0.7 0.2 0.5 0.9 
Exceptional financing 2 . 1  2.3 3. 1  3.7 4.3 4.4 -U 5.5 5.2 3.3 

Fifteen heavily indebted countries 

Deficit on goods, services, and 
private transfers 5 1 . 3  16.0 1.9 1 .0 17.8 9.7 9.9 1 1 .6 14.3 16.3 

Non-debt-creating tlows. net 7.2 4.1  4.0 6 . 1  4.5 7.4 10.1 7.9 8.9 9.9 
Asset transaction�. net -9.5 -2.2 - 1 .9 -2.9 -3.6 -3.3 -5.4 -4.4 -10.0 -2.2 
Net errors and omissions -16.9 -9.4 -3.4 -4.0 2.2 -3.2 -4.6 5.4 0.8 0.9 
Use of reserve� 23.5 -0.9 -1 1 .0 -2.7 5.0 -3.1 5 . 8  -5.7 -7.0 -10.7 

Net external borrowing 47.0 24.4 14.3 4.6 9.7 1 1 .9 4.0 8.3 2 1 .5 18.3 

Reserve-related liabilitjes 5.9 3.6 2.9 1 .7 l .O -0.7 -1.0 -2.2 3.3 3.7 
Of which. 

Net credit from lMF 2.2 6.3 3.3 1 .6 -0.2 - 1 . 3  -1.4 -0.8 4.8 3.9 
Other net external borrowing 4 1 . 1  20.7 1 1 .3 2.9 8.6 12.5 5.0 10.5 18.2 14.6 

Memorandum 
Long-term borrowing from 

official creditors 8.4 15.7 1 1 .8 8.2 9 . 1  13.3 9.7 10.9 14.8 18.7 
Borrowing from commercial banks 46.7 1 9 . 1  13.7 -7.7 -2.6 3.0 -20.5 -4.1 -6.2 -8.4 
Exceptional tinancing 12.7 28.9 28.0 22.7 33.1 34.5 23.6 22.0 10.4 8.9 

1 For definitions. see footnotes to Table A40. 
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Financing: Re�erve� 

Table A43. Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and Services, 1982-9) I 
(Values 111 billions of U.S. dollars: ratios in pcrccn!) 

1982 1983 198-1 1985 1986 1987 1988 1989 1990 1991 

Official reserve holdings 

Developing cou ntries 158.8 160.1 170.9 188.8 197.3 254.1 250.1 274A 304.1  339.9 

By region 

Africa 8.7 7.9 7.2 9.7 9.2 10.9 10.6 12.6 14. 3 15.8 

A�ia 49 l 58.6 67.-1 74.-1 99.5 1 4 1 . 6  15 1 . 1  16-1.5 1 80.7 197.2 

Europe 6. 1 7.2 8.3 8.4 9.7 10.0 1 2 . 1  17.7 22.0 27. 1 

Middle Ea�t 66.7 57.1 47.2 54.5 -15.3 53.2 44.6 45.0 -19 . 1  53.1 

Western Hcmi\pherc 28.2 29.3 40.8 -11.7 33.6 38.-1 3 1 .8 34.7 38.0 46.8 

By predominant export 

Fuel 7-1.8 69.-1 66.5 73.5 57.3 7 1 . 2  52.6 53.3 6 1 .2 69.9 

Non-f ucl ex port� 84.0 90.7 104.-1 1 1 5.3 140.0 182.9 197.5 2 2 1 . 1  242.9 270. 1 

Manufactures 5 1 . 0  60.2 76.8 82 .3 103.2 1-14.6 157.1 177.8 193.8 214.8 

Primary products 15.2 12.5 13.3 16.8 17.7 1 7 . 1  19.7 20.-1 22.8 2 1 .7 

Agricultural produCtl> 10.8 7.8 7.9 10.4 I 1 .-1  10.6 12.6 1 1 .7 1 3.3 1 1 .6 
Minerals -1.4 4.7 5.-1 6.4 6.3 6.5 7.1  8.7 9.5 10.2 

Service\ and private 
transfer� 9.8 9.9 7.2 7.7 8 . 1  8.6 8.6 9.5 10.2 13 .6 

Diver!tified export base 8.0 8 . 1  7 . 1  8.6 I I  I 12.6 12. 1 13.4 1 6 . 1  19.9 

By financial criteria 

Net creditor countries 6 1 . 1  58.1 53.4 66.2 8 U !  1 17.2 107.9 I 08.-1 1 1 5.7 122.7 

Net debtor countries 97.7 102.0 1 1 7.5 122.5 1 1 5.5 136.9 1-12.2 166.0 188.4 217.2 

Market borrower� 4 1 .6 -14.7 56. 9  63.5 56.4 6-1.8 66.8 77.6 88.5 104.6 
Diver:.ified borrowers 47. 2 -16.9 50.9 -18.8 -17.5 57.5 60. 1 7 1 .6 79.6 90.4 
Official borrowers 8.9 10.3 9.8 I 0.3 1 1 .6 1 -U  15.-l 16.8  10.3 22.1 

Countrie� with recent debt-
:,ervicing difficultie!t 36.0 36.6 50.3 5 1 .0 -12.0 -19.2 -13.7 52.6 62.6 75.1 

Countrie!> without debt-
servicing difficulties 6 1 .7 65.3 67.3 7 1 .5 73.5 87.8 98.6 1 13.-1 125.8 142.1 

Miscellaneous groups 

Sub-Saharan Africa 2 8  3.0 3 . 1  4 . 1  5 . 1  5.9 6.3 7. 1  7. 1  7.0 

Twelve major otl exponer� 70. 1 62.3 56.9 66.3 50.2 57.9 46.4 -17.3 56.2 64.5 

Net debtor fuel exporter5 22.4 23.3 28.9 30.0 22.0 3 1 .2 19.3 22.3 26.6 32.6 
Four newly industrializing 

Astan economics 20.0 13.6 29.0 38.5 62.8 96.0 104.0 1 1 3.7 122.4 132.2 

Small low-income cconomic5 4.0 5.-1 4 .6 -1.9 5.4 5.4 5.6 5.8 6.0 -1. I 

Fifteen heavily indebted 
countrie� 26.3 27.5 39.6 -10.9 3-1.4 38. 7 33.5 3\!.4 -16.5 57.1 
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Financmg: Re:.crvc� 

Table A43 (concluded). Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and 
Services, 1982-91 1 

(Values in billion� of U.S.  dolla rs: ratio� in percent) 

19!12 1983 19li-l 1985 1986 1987 198X 1989 199() 1991 

Ratios of' reserves to import5 of 
goods and services! 

Developing countries 20.2 2 1 . 9  23.2 26.7 28.1 32.6 27.9 27.7 28.5 29.2 

By region 

Africa 8.2 8.4 7.9 1 1 .5 10.5 1 1 .8 I 0.5 12.0 13.2 1 3 . 9  

A�ia 20.8 2-LI  25.9 27.8 36.0 42.1  35.9 33.8 33 .8 33.4 

europe 9 . 1  1 1 .0 12.3 12. 3 I J .2  1::!.9 14.!1 20.0 2::!.7 26.2 

Middle EaM 3 1 .5 28.7 25.8 35. 1 33.4 38.9 3 1 .2 30.1 3 1 .0 31 . 2  

Wc!>!crn Hcmi�phcrc 17.2 22.6 30.3 3 1 .9 25.8 �lLI 20.9 2 1 .4 ')") ") 25.4 

By predominant export 

Fuel 25.2 27.0 27.7 3-1.6 30.5 38.5 26.0 24.7 26.7 28.6 

Non-fuel exports 17.2 19. 1 2 1 .0 23.3 27.2 30 8 28.-1 28.5 28.9 29.4 

Manufacture� 17.9 2 1 .5 25.6 26.3 3 1 .2 37.0 33.4 3 3 . 1  3 3 . 1  33.3 

Primary producu, 20.0 17.9 1 8.7 24.7 2-1.2 2 1 . 1  22.5 22.1  23.5 2 1 . 1 

Agricultural product� 20.7 15 .9 15.6 2 1 .: 2  2 1 .8 18.4 20.4 18.2 19.5 16 . 0  

Mincrab 18.7 22.8 26.4 33.4 30.1 27.7 :.7. (l 3 1 .3 33 . 1  32.8 

Scrv:cc� and private 
tran�fcr� 18.7 1 9 -1 13.8 1 5. 1 16.2 16.X 15.2 16.2 16.7 2 1 . 1  

Diversified export ba�e I 0.6 I I . 0 9.8 1 3.7 18.0 17.8 15.0 15.2 16.9 19.0 

By nnancial criteria 

Net creditor countries 38.2 36.1  35.9 54.8 74.6 %.0 77.1  72.6 7::!.0 69.8  

Net debtor countries 15.6 17.9 20.0 20.9 19.5 20.9 1 8.8  19.7 20.7 22.0 

Market borrowers 13.9 16.7 20.3 23.8 20.5 20.6 17.8 18.0 19.2 20.8 

Diversified borrower� 19.8 2 1 .5 23 . 1  20.9 20.7 23.2 2 1 . 7  23.7 24.0 24. 8 
Oftictal borrowers 10.3 12.3 1 1 .2 12.0 1 3 .0 15.6 14.6 15.-+ 17.7 18.4 

Countries with recent debt-
servicing difficulties 10. 8 1 3. 3 18.2 19.2 15.7 17.9 14.3 16. 1  1 7 . 9  20.0 

Countricl. without debt-
,crvicing difficulties 2 1 . 2  22.2 2 1 . 6  22.-1 22.5 23 .0 2 1 . X  22.0 22 .5 23.2 

Miscellaneous groups 

Sub-Saharan Africal 7.6 8.8 9.3 12.-+ 13.7 14.-1 14.5 1 6.0 15. 5  14.4 

Twelve major oil exporters 28.1 28.2 28.5 38.7 33.5 39 .. 'i 29.8 29.0 32 .2 34.3 

Net debtor fuel exporters 14.0 1 9.4 24.3 25.6 20.-+ 29.5 15.8 16.8  18.8 2 1 . 6  

Four newly industrializing 
Asian economics 17.6 20.4 22.7 30.9 45.7 53 1 -+-+. 8 4 1 . 1  -10.5 39.7 

Small low-income economies I 0. 0 14.4 1 1 .8 12.5 12.8 1 1 . 8  1 1 .0 I I .  I 10.9 7.2 

Fifteen heavily indcbteJ 
coumries 13.5 17.7 25.4 27.0 22.7 2-1.5 1 8 . 1)  20.4 22.6 25.-1 

1 For thb table. official holding� of gold arc valued at SDR 35 an ounce. Thb convention rc�ult� in a �ignificant unJere�t imatc 
of the rel>erves of those groups of countrie� that have substantial holding� of goiJ. 

! Ratio of year-end re�ervcs to impom of goods and �ervicc� in the year indicated. 
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Financing: Fund Credit 

Table A44. Developing Countries: Net Credit from IMF, 1982-91 1 
( I n  billion� of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1 YX9 1990 1991 

Developing countries 6.9 1 1 .0 4.7 -2.7 -5.9 -5.0 -2.4 4.7 7.2 

By region 

Africa 2.0 1.3 0.6 0 . 1  -1 .0 - 1 . 1  -0.3 0. 1 0.2 1.9 

A�ia 2.3 2.5 0.3 -1.0 -O.Y -:!..1 -2 4 - 1 . 1  - 1 .2 0.3 

Europe 1 .3 I .  I 0.5 -0.6 -{).9 - 1 .6 - 1 . 3  - I  1 0.8 1 . 8  

Middle East -0.1 -0.1 0. 1 -0.1 

Western Henw.phere 1 .5 6 . 1  3.4 1 .5 0 . 1  -0.� -0.9 -0.2 -L9 3.2 

By predominant export 

Fuel 0.2 1 .7 1 .3 0.8 I . 0 2.0 3.8 2..1 
Non-fuel expom. 6.7 9.3 3.5 -3.6 -6.8 -5.0 -I ..I 0.9 4.8 

Manufactures 3.6 4.7 3.0 -1.0 - 1 5  -5. 1  -3.8 -3.4 0.6 2.7 
Primary products 1 .2 3.4 0.6 1 . 1  -0.5 -{J.3 -{).4 - 1 . 0  0.4 1 . 7  

Agricultural product:, 0.8 2.4 0 . 1  1 .0 -0.6 -0.2 -0.2 -{).9 0.6 0.9 

Mineral!. 0.4 1 . 0  0.4 0. 1 0. 1 -0. 1 -0.2 -0. 1 -0.2 0.8 

Service� and private 
transfe r<; 0.6 0.6 -0.2 -{).6 -0.6 -0.6 0.2 0.2 

Oivcr!>ilicd cxpo11 base 1 .5 0.5 - 1 .0 -0.8 -0.3 -0 1 -0. 1 0.2 

By financial criteria 

Net creditor countries 
Net dt:btor countrie� 6.9 1 1 . 0  4.7 -2 7 -5.9 -5.0 -:!A 4.7 7.2 

Markt:t borrower� 2.0 6.1 3.8 1 . 3  -0.3 -:!.5 - 1 .3 0.5 5 . 1  3 . 1  

Diversified borrower:. 3 . 1  J.J 0.6 - 1 . 0  -1 .0 -2.3 -2.9 -2.7 -0.9 2.0 

Ofticaal borrowers 1 . 8  1 . 6  0.3 -0 3 -1 .4 - 1  0 -0.7 -0.2 0.6 2 . 1  

Countries with recent debt-
servicing difficulties 4.0 7.9 3.9 1 .4 - 1 . 4  -2.6 -2.2 - 1 . 3  5.9 6.3 

Counrrie� without debt-
servicing difncultics 2.9 3 . 1  0.9 - 1 .4 - 1 . 3  -3.3 -2.8 - I .  I - 1 .2 0.8 

Misccllaneous groups 

Sub-Saharan Africa 0.7 1.3 0.5 -{lA -0.5 -0.2 -{).4 0. 1 1 . 1  

Twelve major oil exporters 0.5 -0.4 0.6 -0.1 1 . 6  2.6 2.0 

Net debtor fuel exporter� 0.2 1 .7 1 .3 0.8 1 . 0  2.0 3.8 2.4 

Four newly induMrializing 
Asian economic!> 0. 1 0.2 0.3 -0.:! -0. 1 - 1 .2 -{).5 

Small low-income economic� 1 .0 1 .1 0.2 -0 .2 -{J.Y -0.6 -{l.J 0.3 1 . 2  

Fifteen heavily indebted 
countrie� 2.2 6.3 3.3 1 .6 -0.2 - 1 .3 -1.4 -0.8 4.8 3.9 
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Table A44 (concluded). Developing Countries: Net Credit from IMF, 1982-911 
( I n  billions of U.S. dollars) 

Memorandum 

Developing countries 

Net credit provided under: 

General Resources Account 
Trust Fund 
SAF 
ESAF 

Disbursements outstanding 
at year-end under: 

General Resources Account 
Trust Fund 
SAF 
ESAF 

1982 

6.9 

2 1 . 1  
3 . 3  

1983 

I I .  I 

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. I 

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  

34.4 
1 .2 
1 . 1  
0. 1 

Financing: Fund Credit 

1989 

-3.1 
-0.5 

0.9 
0.3 

29.3 
0.6 
2.0 
0.5 

1990 

3.7 
-0.3 

0.6 
0.7 

33.4 
0.3 
2.6 
1 .2 

1991 

5.6 
-0.1 

0.3 
1 . 3  

39.5 
0.2 
3.0 
2.6 

1 Includes net disbursements from programs under the General Resources Account. Trust Fund. Structural Adjustment Facility 
(SAF) and Enhanced Structural Adjustment Facility (ESAFl. Projected net di�bursemenb incorporate the impact of prospective 
programs. The data are on a transactions now basis. with conversions to U.S. dollar values at annual average exchange rates. 
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Debt: Summary 

Table A45. Developing Countries: External Debt and Debt Service, 
( In percent of export� of goods and services. except where otherwise noted) 

External debt� 

Developing countries 
(in billions of U.S. 

By region 

Africa 
A�ia 
Europe 
Middle Ea�t 

dollar�) 

Western Hcmtsphere 

By financial criteria 

Net creditor countries 
Net debtor countries 

Market borrowe r� 
Diversified borrowers 
Official borrower� 

Countnes with recent debt-
�ervicing diflicultiel. 

Countrie� without debt-
servicing difficulties 

Debt service payments' 

Developing countries 
(in billions of U.S. doll a�) 

By region 

Africa 
Asia 
Europe 
Middle EaM 
Western Hemil'>phere 

By financial criteria 

Net creditor countnes 
Net debtor countrie� 

Markel borrowers 
Divcrsifi.:d borrowers 
Official borrowers 

Countne' with recent debt-
:.ervicing difficulties 

Countries without debt-
servicing difficulties 

1982 19!!3 

120.2 135.0 
836. 1 886.9 

154.1  169.2 

89.2 94.8 

136.0 138.9 

50.8 67.0 

271.0 291.6 

27.0 3 1 .9 

159.1  172.4 

165.1 169.3 

1 16.2 1 39.3 

282.9 294.2 

222.2 243.7 

98.1  106.8 

19.3 18.2 
134.2 1 1 9.3 

2 1 .0 22.5 

12.2 1 1 .7 

2 1 .5 19.0 

6.3 8.  I 

5 3 . 1  42.7 

3.4 .u 
25.9 23.3 

3 1 .9 26.4 

17.6 1 8 .  I 

2 7 . 1  25. I 

37. I 32.0 

1 5 . 1  1 5  2 

' Excludes debt owed. and debt service paid. to the Fund. 

1 984 1985 

13�.3 150.5 
926.3 998.4 

169.7 188.0 

90.9 102.9 

1 3 1 .7 149.8 

74.7 89.5 

274.8 295.6 

30.6 34.6 

167.1 1 &3.6 

159.8 169.7 

138.6 1 56.0 

300.6 351.5 

237.3 258.4 

104.2 I 18 .4 

19.5 20.8 
134.6 137.8 

26.3 26.7 

1 2.2 14.7 

19.4 22.3 

9.7 10. 1 

42. 1 4 1 . 3  

4.7 4.4 

24.2 25.4 

27.3 27.8 

19.2 2 1 .9 

25.6 26. 1 

33.3 33.0 

16.0 lll.8 

1982-9 J I 

1986 1987 1988 1 989 1 990 1991 

172.3 160.6 141.9 127.5 124.0 1 18.4 
1 .095.3 1 .2 1  1 .8 1 .216.4 I .213.5 1 .265.2 1 .313.3 

239.7 245.2 242.5 226.0 227.8 226.7 
105.6 9 1 .4 79.2 70.2 67.2 64. 1 
165.4 170.9 146.2 134.9 137.8 135.0 
123.9 1 1 8.8 120.8 109.0 109.0 104.4 
349.6 344.6 292. 1 27 1 .6 264.4 250.3 

44.0 43.9 4 1 . 3  34.9 33.2 3 1 .3 

205.2 190.4 165.2 149.3 145.0 138.2 

179.3 1 5 5 . 1  1 24.4 108.8 102.5 95.0 
1 9 1 .4 1 86.3 1 7 4 . 1  158.4 1 5 4 . 1  148.2 
368.6 388.5 359.8 360.4 371.4 363.6 

306.9 302.2 266.7 248.7 245.9 236.5 

128.5 I 1 5 .  I 1 0 1 .2 90.0 86.7 82.7 

22.1 19.2 19.0 16.1 15.9 15.4 
140.2 144.7 162.8 153.5 162.7 1 7 1 . 0  

27.3 22.7 25.2 26.8 30.7 29.0 

14.5 14.5 10.7 9 . 1  8.7 8.0 
2-U 23.0 23. 1 19.7 17.2 17.5  
13 .6 1 2 . 1  1 2 . 1  1 1 .9 12.2 1 1 .8 

44.8 35.9 44.9 35. 1  35.2 36. 1  

5 .6 5.0 3.5 3.4 3.2 3. I 
26.3 22.8 22.6 1 9 . 1  18.9 18.2 

28.0 23. 1  23. 1  1 7 . 1  16.3 15.2 
23.3 22.0 22.0 2 1 .4 2 1 . 1  2 1 .2 
27.8 23 7 2 1 .7 22.5 26.3 25.2 

35.0 28. 1  32.7 26.9 28.0 28.3 

19.7 1 9 . 2  16.2 14.5 13.6 12.6 

! Total debt at year-end as percentage of export� of good� and �ervice� in the year indicated. 
' Debt service payments refer to actual payment' or interest on total debt plus actual amortization payments on long-term debt. 

The projection� incorporate the impact of exceptional financing item�. 
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Debt: by Region 

Table A46. Developing Countries-by Region : External Debt, by Maturity and Type of Creditor, End of 
Year, 1982-911 
(ln billions of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Developing countries 
Total debt 836 . 1  886.9 926.3 998.4 1 .095.3 1 .2 1 1 .8 1.216.4 1.213.5 1 .265.2 1.313.3 

By maturity: 
Short-term 184.3 173.1  168.5 164.4 173.0 200.8 2 1 1 . 6  2 1 6 . 8  206.5 210. I 
Long-term 651.8 713.8 757.8 834.0 922.3 1 .01 1 .0 1,004.7 996.7 1 .058.7 1 . 103.3 

By type of creditor: 
Official 249.9 281.0 304.3 352.0 408.3 478.6 490.4 499.5 542 . 1  586.6 
Commercial bank� 427.9 458.0 470.4 484.5 507.2 542. I 517.5 503.7 504.0 503.8 
Other private 158.3 147.9 1 5 1 .6 1 6 1 . 9  179.8 1 9 1 . 1  208.5 210.4 219.2 222.9 

By region 

Africa 
Total debt 122.4 129.7 132.3 144.8 168.3 192.7 196.6 195.0 205.9 215.6 

By maturity: 
Short-term 2 1 . 8  2 1 . 7  22.8 2 1 . 3  2 1 . 0  23.3 24.9 23.9 25.1  25.4 
Long-term 100.5 108.0 109.5 123.5 147.3 169.3 1 7 1 .6 1 7 1 . 1  180.8 190.1 

By type of creditor: 
Official 58.7 66.1 70.7 8 1 . 0  95.7 1 1 5.0 1 1 !!.2 1 19.3 129.9 139.5 
Commercial banks 39.7 37.9 35.6 34.8 38.0 38.1 36.3 34.9 35.3 35.3 
Other private 24.0 25.6 26.0 29. I 34.7 39.6 42.0 40.7 40.6 40.8 

Asia 
Total debt 186.8 206.9 223.2 251 .5 285.0 316.3 332.3 336 . 1  352.5 371 .3 

By maturity: 
Short-term 39.5 40.6 43.5 47.8 50.2 6 1 . 0  66.9 68.8 70.7 73.2 
Long-term 147.3 166.4 179.8 203.7 234.8 255.3 265.3 267.2 281.8 298.1 

By type of creditor: 
Official 74.6 82.1 87.4 1 0 1 . 2  1 15.  I 133.5 142.4 144.5 155.0 166.7 
Commercial banks 8 1 . 6  92.4 96.5 108.7 1 16.7 127.0 128.1 124.1 124.3 128.6 
Other private 30.6 32.5 39.4 4 1 . 7  53.2 55.8 6 1 .7 67.5 73.2 76.0 

Europe 
Total debt 8 1 . 8  8 1 . 7  82.7 95.6 I 10.8 127.1 120.9 1 1 6.2 123.2 129.6 

By maturity: 
Shori-tenn 10.2 10.7 12.7 14.0 16.4 19.8 20.5 2 1 . 3  13.2 14.1 
Long-term 7 1 . 6  7 1 . 0  70.0 8 1 . 5  94.4 107.4 100.4 94.9 1 10.0 1 15.5 

By type of creditor: 
Official 35.7 40.0 40.4 47.8 56.0 64.8 59.8 59.3 64.3 67.6 
Commercial banks 38.6 34.2 34.5 38.4 44.6 50.3 44.1 4 1 . 8  43.0 45.0 
Other private 7.5 7.5 7.8 9.3 10.2 1 2 . 1  17.0 1 5 . 1  16.0 17.0 

MiddJe East 
Total debt 1 1 3.9 124.3 129.0 137.4 147.6 159.8 165.3 167.7 176. I 180.2 

By maturity: 
Short-term 49.3 53.1 52.5 54.3 56.3 6 1 . 2  63.7 63. I 64.3 66.1 
Long-term 64.6 7 1 .2 76.5 83.1 9 1 . 3  98.6 1 0 1 . 7  104.6 1 1 1 . 8  I 14.2 

By type of creditor: 
Official 40.3 44.6 48.8 54.4 6 1 . 3  67.2 64.9 67.0 72.7 75.6 
Commercial banks 43.5 48.9 46.5 47.2 49.9 55.6 56.6 56.6 59.2 59.8 
Other private 30.1 30.7 33.8 35.8 36.4 36.9 43.8 44.1  44.2 44.8 

Western Hemisphere 
Total debt 331.2 344.4 359.0 369.1 383.6 415.9 401.3 398.6 407.5 416.7 

By maturity: 
Short-term 63.4 47.1  37.0 27.0 29.1  35.5 35.6 39.6 33.1 3 1 . 3  
Long-term 267.8 297.3 322.0 342.1 354.6 380.4 365.6 359.0 374.4 385.4 

By type of creditor: 
Official 40.5 48.3 57.1  67.6 80.2 98.1 105.0 109.4 120.2 137.2 
Commercial banks 224.4 244.5 257.4 255.5 258.1 27 1 . 1  252.4 246.3 242.1 235.1 
Other private 66.2 5 1 .6 44.5 46.0 45.4 46.7 43.9 42.9 45.2 44.4 

1 Excludes debt owed to the Fund. 

185 



©International Monetary Fund. Not for Redistribution

Debt: by Analytit·al Criteria 

Table A47. Developin7 Countries-by Analytical Criteria: External Debt, by Maturity and Type of Creditor, 
End of Year, 1 982-91 
(In billiOnl> of U.S. dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

By predominant export 

Fuel 
Total debt 247.9 257.9 259.1 271 .7 297.5 326.2 327.3 325.0 333.6 341.5 

By matunty: 
Short-tem1 66.2 54.5 44.4 48.2 54.6 6 1 . 3  64.5 59.1  59.5 6 1 .7 

Long-term 1 8 1 .7 203.4 214.6 223.4 242.9 264.9 262.8 265.8 274.0 279.8 

By type of creditor: 
Official 40.5 46.0 49.7 60.4 72.7 9 1 .7 99.4 104.9 1 1 6.3 1 24.9 

Commercial banks 160.6 172.0 173.7 173.2 1 �0.4 194.1 184.1 177.4 175.3 176.0 

Other private 46.8 40.0 35.7 38.1 44.4 40.4 43.9 42.7 42.0 40.6 

Non-fuel exports 
Total debt 588.2 629.0 667 .2 726.7 797.8 885.6 889.0 888.6 931 .7 971 .8 

By maturity: 
Shon-term 1 1 8.0 1 1 8.7 124.1 1 1 6.2 1 1 8.5 139.5 147.1  157.7 147.0 148.4 

Long-term 470.1 510.3 543 . 1  610.6 679.4 746.1 741.9 730.9 784.7 823.5 

By type of creditor: 
Official 209.4 235. 1 254.6 291.6 335.6 386.9 391.0 394.6 425.8 461.7 

Commercial banks 267.3 286.0 296.7 3 1 1 .4 326.8 348.1 333.4 326.3 328.7 327.8 

Other private 1 1 1 . 4  107.9 1 15.9 123.8 135.4 150.7 164.5 167.7 177.2 1 82.4 

Manufactures 
Total debt 288.7 308.0 327.9 358.8 398.6 446.6 443.9 439.1 454.2 467.6 

By maturity: 
Short-term 53.0 54.7 58.8 63.1 69.8 89.3 92.2 97.6 88.0 9 1 .3 

Long-term 235.8 253.3 269.2 295.8 328.8 357.3 3 5 1 . 7  341.5 366.2 376.3 

By type of creditor: 
Official 87.4 96.1 102.3 1 1 8.3 135.2 153.3 147.4 146.1 154.5 165.0 

Commercial banks 154.7 163.2 1 7 1 .5 1 8 1 .7 193.2 2 1 1 .8 202.0 198.5 199.6 198.5 

Other private 46.6 48.7 54.2 58.8 70.2 8 1 .4 94.5 94.5 100.1 104. 1 

Primary products 
Total debt 152.8 160.9 169.8 187.0 203.1 229.8 235.7 238.3 256.0 270.7 

By maturity: 
Short-term 30.7 28.7 28.2 19.7 19.6 23.5 28.0 32.3 30.3 27.9 

Long-term 122. 1  132.2 1 4 1 . 7  167.2 183.5 206.3 207.7 206.0 225.8 242.8 

By rype of creditor: 
Ofticial 5 1 .4 59.9 66.9 79.2 94.2 1 14.4 120.7 123.9 134.5 147.6 

Commercial banh 69.8 75.6 76.5 79. 1  8 1 . 7  86.1 85.1 83.2 86.4 86.9 

Other private 3 1 .6 25.3 26.4 28.7 27.1  29.4 29.8 3 1 .2 35.2 36.2 

Agricultural products 
Total debt 106.9 1 1 4.5 1 2 1 . 8  134.7 146.2 166.9 172.1  175.1  187.8 197.8 

By maturity: 
Short-tcm1 22.6 22.6 22.8 13.5 1 1 . 9  14.0 16.8 19.9 16.0 17.0 

Long-term 84.3 92.0 99.0 1 2 1 .2 134.3 152.9 155.2 155.2 1 7 1 .8 180.9 

By type of creditOr: 
Official 35.9 43.2 49.0 58.7 69.7 85.0 89.9 92.5 100.3 108.1 

Commercial banks 48.0 54.6 53.9 55.8 58.7 63.5 64.6 64.9 68. 1  70.1 

Other private 23.0 16.8 18.9 20.3 17.8 18.5 17.6 17.7 19.4 19.7 

Minerals 
Total debt 45.9 46.3 48.0 52.3 56.9 62.8 63.6 63.1 68.3 72.8 

By maturity: 
Short-term 8.2 6 . 1  5.3 6.2 7.7 9.5 1 1 .2 12.3 14.3 10.9 

Long-term 37.8 40.2 42.7 46.1 49.2 53.4 52.4 50.8 53.9 6 1 . 9  

By type of creditOr: 
Official 15.5 16.7 17.8 20.6 24.5 29.4 30.9 3 1 .4 34.2 39.5 

Commercial bani-� 2 1 . 8  2 1 .0 22.6 23.3 23.1 22.6 20.5 18.2 1 8 . 2  16.8 

Other private 8.6 8.6 7.6 8.4 9.3 10.9 12.2 13.5 15.8 16.6 
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Debt: by Analytical Criteria 

Table A47 (continued) . Developin� 
of Creditor, End of Year, 1982-91 

Countries-by Analytical Criteria: External Debt, by Maturity and Type 

(In billions of U.S.  dollars) 

1982 1983 1984 IYS5 1986 1987 1988 1989 1990 1991 

Services and private transfers 
Total debt 6 1 . 6  67.9 74.0 80.4 87.5 94.2 99.8 104.9 1 1 2.4 1 1 9.8 

By maturity: 
Short-term 7.2 6.9 8.5 8.7 8.2 8.0 8.6 8.8 9.0 9 . 1  

Long-term 54.4 60.9 65.5 7 1 . 7 79.3 R6.2 9 1 . 3  96.1 103.4 1 1 0.7 

By type of creditor: 
Official 39.9 44.8 48.6 53.6 60.5 66. 1 69.9 73.1  80.2 87.3 

Commercial banh 7.3 8.7 9.3 9.7 9.9 10.2 9.8 9.9 10.4 10.7 

Other private 14.4 14.4 1 6 . 1  1 7 . 1  1 7 . 0  17.8 20.2 22.0 21.8 21 .8 

Diversified export base 
Towl debt 85.0 92.2 95.5 100.5 108.7 1 15 . 1  109.6 106.3 109.0 1 1 3.7 

By maturity: 
Short-term 27.1 28.3 28.6 24.7 20.9 18.8 18.4 19.0 19.7 20.0 

Long-term 57.9 63.9 66.S 75.8 87.8 96.3 9 1 . 2  87.3 89.3 93.7 

By type of creditor: 
Official 30.7 34.3 36.8 40.5 45.7 53.1  53.0 5 1 .6 56.6 6 1 . 7  

Commercial banks 35.5 38.5 39.4 40.8 42.0 40.0 36.6 3-+.7 32.3 3 1 .7 

Other private 18.9 19.5 19.2 19.2 2 1 .0 22.1 20.1 20.0 20.1 20.2 

By financial criteria 

Net cred!tor countries 
Total debt 55.2 55.9 50.9 5 1 .  I 57.1 67.3 66.7 63.0 63.4 64.1 

By maturity: 
Short-term 38.1  38.7 34.9 34.9 42.6 53.5 53.1  49.3 47.7 48.9 

Long-tenn 1 7 . 1  1 7 . 3  16. 1 16.2 14.6 13.S 13.7 13.7 1 5 . 7  15.2 

By type of creditor: 
Official 10.2 8.6 8.2 7.8 8.1  7.9 8.2 8.4 8.8 9.0 

Commercial banks 37.8 4 1 . 0  35.8 35.9 40.2 5 1 .  1 50.8 47.3 47.3 47.6 

Other private 7.2 6.3 7.0 7.4 8.8 8.3 7 . 7  7 . 3  7.3 7.5 

Net debtor countries 
Total debt 780.9 831.0 875.3 947.3 1 .038.2 1 . 144.5 I ,  149.6 1 . 1 50.5 1 .201.9 1 .249.2 

By maturity: 
Short-term 146.1 134.5 133.6 129.5 1 30.5 1-+7.3 158.6 167.5 158.8 1 6 1 . 1  

Long-term 634.7 696.5 741.7 8 1 7 . 8  907.7 997.2 991.0 983.0 1 .043.0 1 .088.1 

By type of creditor: 
Official 239.7 272.4 296 . 1  344.2 400.2 -+70.6 -+82.2 -+ 9 1 . 1  533.3 577.6 

Commercial banks 390 . 1  417.0 434.6 4-+&.6 467.0 49 1 . 1  466.7 456.4 -+56. 7 456.2 

Other private 1 5 1 . 1  l.f 1 . 6  144.6 154.4 1 7 1 . 1  182.8 200.7 203.0 21 1 .9 215.4 

Market borrowers 
Total debt 412.2 429.2 443.7 458.0 475.6 -+99. 7 -+76.3 467.6 471.5 474.0 

By maturity: 
Shon-term 96.9 8 1 . 5  70.5 54.8 53.9 56.3 55.7 6 1 . 2  53.6 55.2 

Long-tcnn 315.3 347.8 373.2 -+03. 2 -+21.8 443.4 -+20.5 406.5 417.9 418.9 

By type of creditor: 
Official 47.9 55.2 62.1 70.5 79.9 94.7 99.1 101.2 1 1 1 . 3  123.2 

Commercial banh 276.-+ 302.0 317.2 320.7 326.0 332.0 305.1 295.4 287.7 279.9 

Other private 87.8 72.0 64.5 66.)� 69.8 73.0 72.2 7 1 .0 72.5 70.9 

Diversified borrowers 
Total debt 2 1 8 . 7  242.8 263.5 299.6 350.9 405 . 1  -+24.8 428.2 454.0 480.8 

By maturity: 
Shon-tem1 33.9 37.3 -+4. 7 55.4 58.7 70.0 79.2 80.1 86.3 86.5 

Long-term 184.8 205.4 218.8 244.2 292.2 335 . 1  345.5 348.0 367.7 394.3 

By type of creditor: 
Official 94.1 108.2 1 1 7.2 138.8 163.0 195.5 195.2 195.7 207.6 222.4 

Commercial banks 83.4 86.8 88.0 97.2 1 1 0.4 125.9 132.6 133.0 140.3 147.4 
Other private 4 1 .2 47.9 58.3 63.5 77.5 83.7 97.0 99.5 106.2 1 1 1 . 0  
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Debt: by Analytical Criteria 

Table A47 (continued). Developin� Countries-by Analytical Criteria: External Debt, by Maturity and Type 
of Creditor, End of Year, 1982-91 
(In billionl> of U.S.  dollars) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Official borrowers 
Total debt 149.9 159.0 168.1 189.7 21 1 .7 239.8 248.6 254.7 276.3 294.4 

By maturity: 
Short-term 1 5 . 3  15.7 18.4 19.3 17.9 2 1 . 1  23.6 26.2 1 8 . 9  19.5 
L<>ng-term 134.6 143.3 149.7 170.4 193.8 2 1 8 . 7  225.0 228.5 257 .-t 274.9 

By type of creditor: 
Official 97.7 109.1 1 1 6.8 134.9 157.3 180.-+ 188.0 194.2 214.4 232.0 
Commercial banks 30.2 28.2 29.5 30.7 30.6 3 3 . 1  29.1  28.0 28.7 28.9 
Other private 22.1  2 1 . 7  2 1 .8 24.1 23.8 26.2 3 1 . 5 32.6 33.2 33.5 

.Countries with recent debt-servicing 
difficulties 

Total debt 535.6 562.9 587.8 6 2 1 . 0  667.3 730.'-J 7 1 7 . 6  7 1 6 . 5  746.2 770.7 
By maturity: 

Short-term 1 0 1 . 9  85.8 8 1 . 8  7 1 . 1  72.2 82.4 85.7 90.3 76.8 74.8 
Long-term -B3.8 477 . 1  505.9 549.8 595.1 6-+8.5 632.0 626.2 669.4 696.0 

By type of creditor: 
Official 1 4 1 . 0  166.3 1 8 3 . 1  214.6 250.0 295.5 306.2 316.4 349.4 383.0 
Commercial banks 292.9 308.2 322.1 3 2 1 . 2  328.9 344.0 3 1 7 . 1  308.9 304.2 296.9 
Other private 1 0 1 . 7  88.3 82.5 85.2 88.5 9 1 .4 94.4 9 1 . 2  92.6 90.8 

Countries without debt-servicing 
diffi-:ulties 

Total debt 245.2 268. 1 287.6 326.3 370.8 41:\.6 432.0 434.0 -+55. 7 478.5 
By maturity: 

Shon-tenn 44.2 48.7 5 1 . 8  58.4 58.2 64.9 72.9 77.2 82.0 86.4 
Long-term 201.0 219.5 235.8 26S.O 312.6 34X 7 359.1 356.8 373.7 392.1 

By type of creditor: 
Official 98.7 106.1 1 1 3.0 129.6 150.2 1 7 5 . 1  176.1 174.7 183.9 194.6 
Commercial banks 97.1 1 08.7 1 1 2.5 127.4 138.1  147.0 149.6 147.4 152.4 159.3 
Other private 49.-1- 53.3 62.0 69.3 82.5 9 1 .5 106.3 1 1 1 .8 1 19.4 124.6 

Miscellaneous groups 

Sub-Saharan Africa 
To tal debt 54.0 56.2 58.4 66.7 78.0 92.1 94.7 97.6 107.3 1 1 5.4 

By maturity: 
Short-term 6.5 6 . 1  5.5 6.6 7.2 9.7 10.6 1 1 .0 12.3 1 3 . 1  
Lon�-term 47.6 50.1 52.9 60.1 70.8 82.4 84.0 86.6 95.0 102.3 

By type of creditor: 
Official 3 1 .8 35.4 38.3 44. 1 53.9 65.6 68.0 70.1 77.3 83.6 
Commercial banks 1 5 . 1  14.0 1 3 . 1  14.2 14.7 16.4 15.5 16.0 17.3 18.3 
Other private 7 . 1  6.8 7.0 8.5 9.5 10. 1 I I .  I 1 1 .6 12.7 13.6 

Twelve major oil exporters 
Total debt 145.6 152.4 153.3 164.4 186.2 207.3 2 1 6 . 1  2 1 3 . 2  221.2 226.2 

By maturity: 
Shon-tenn 55.4 53.3 43.1  46.5 5 1 . 7 51U 6 1 . 5  57 . ll  57.3 59.4 
Long-term 90.2 99.1 1 1 0.2 1 1 7.9 134.4 148.6 154.6 156.2 163.9 166.9 

By type of creditor: 
Official 29.4 32.6 35.6 45.4 53.9 67.8 7 1 . 6  73.9 79.4 82.7 
Commercial banks 87.0 92.2 9 1 . 7  90.9 98.0 107.0 106.3 102.2 106.1 108.5 
Other private 29.2 27.7 26.0 28.0 34.2 32.5 38.2 3 7 . 1  35.7 35.0 

Net debtor fuel exporters 
Total debt 199.9 208.7 2 1 3 . 8  225.7 249.7 174.4 173.7 271.6 277.9 284.2 

By maturity: 
Shon-tcnn 29.6 16.2 9.7 13.7 1 8 . 1  2 1 .3 23.1 18.3 18.5 18.6 
Long-term 1 70.3 192.5 204.1 212.0 23 1 .6 253.0 250.7 253.3 259.4 265.6 

By type of creditor: 
Official 32.2 39.2 43.3 54.0 65.6 84.0 9 1 .4 96.7 107.6 1 16 . 1  
Commercial banks 127.3 135.2 1 4 1 . 3  140.6 147.4 157.0 145.1 138.8 134.9 1 34.5 
Other private 40.4 34.3 29.2 3 1 . 1  36.6 33.4 37.2 36.1 35.4 33.6 
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Debt: by Analytical Criteria 

Table A47 (concluded). Developin� Countries-by 
of Creditor, End of Year, 1982-91 

Analytical Criteria: External Debt, by Maturity and Type 

(In billions of U.S.  dollars} 

1 982 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 48.9 46.1 44.2 

By maturity: 
Shon-term 14 .6 13.4 12.4 1 2 . 2  16.5 24.2 22.8 2 1 .0 19. 1 1 8 . 1  

Long-term 34.3 38.9 4 1 .8 45.9 43.5 34.9 30.8 28.0 27.0 26. 1 

By type of creditor: 
Official 7.9 8.2 8.0 8 . 1  7.9 5.5 4.6 3.9 3.6 3.3 

Commercial banks 35.6 37 .5 39.8 43.2 45.2 45.5 40.0 34.7 32.0 30. 1 

Other private 5.4 6.6 6.4 6.7 6.9 8.0 9.0 10.4 10.5 I 0.8 

Small low-income economies 
Total debt 68.0 73.3 77.3 88.7 102.2 1 1 8.4 1 2-1.7 128.7 140.7 150.4 

By maturity: 
ShorHerm 5.6 5.5 5.4 6.5 6.9 8.7 9.5 9.-1 10.4 1 1 .0 

Long-term 62.4 67.8 7 1 . 9  82.2 95.2 109.7 1 15.2 1 19.3 130.3 139.4 

By type of creditor: 
Official 5 1 . 7  57.6 62.3 7 1 . 6  84.3 98.3 103.7 107.3 1 17.3 126.5 
Commercial banh 10.7 10.4 10.6 1 1 .6 1 1 .5 1 2 . 9  13. 1 12.4 13.3 13.5 

Other private 5.7 5.3 -1.5 5.5 6.-1 7.2 7.8 9.0 1 0 . 1  10.5 

Fifteen heavily indebted countries 
Total debt 380.3 395.9 -108.6 421.9 -147.9 -185.6 -167.7 -162.8 474.6 485.6 

By maturity: 
Short-term 75.3 57.3 -17. 2 36.7 3 5 . 1  -10.2 40.1 -12.8 36.2 34.4 

Long-term 305.0 338.7 361 .-1 385.3 412.8 -1-15.-1 427.6 420.0 -138.4 -151.2 

By type of creditor: 
Official 50.5 64.3 73.2 88.3 105.1  1 3 1 . 1  138.7 1-13.8 159.9 180.3 

Commercial banks 256.7 271.3 2 8 1 . 6  278.8 285.1 298.0 276.3 268.6 262.4 255.0 

Other private 73.2 60.4 53.8 54.8 57.7 56.5 52.6 50.5 52.2 50.3 

' Excludes debt owed to the Fund. 
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Debt: Ratios 

Table A48. Developing Countries: Total External Debt Relative to Exports and to GDP, 1982-91 1 

( In percent) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Ratio of external debt to exports 
of goods and services! 

Developing countries 120.2 135.0 134.3 150.5 172.3 160.6 141.9 127.5 124.0 118.4 

By region 

Africa 154.1 169.2 169.7 188.0 239.7 245 .2 242.5 226.0 227.8 226.7 
Asia 89.2 94.8 90.9 102.9 105.6 9 1 .4 79.2 70.2 67.2 64.1 
Europe 1 36.0 138.9 1 3 1 .7 149.8 165.4 170.9 146.2 134.9 137.8 135.0 
Middle East 50.8 67.0 74.7 89.5 123.9 1 1 8.8 120.8 109.0 109.0 104.4 
Western Hemisphere 271.0 291.6 274.8 295.6 349.6 344.6 292.1 271.6 264.4 250.3 

By predominant export 

Fuel 82.3 100.0 1 0 1 . 9  1 1 8 . 1  176.5 168.6 168.2 145.6 140.2 134.8 
Non-fuel exports 149.1 157.5 153. 1  167.6 170.7 157.9 134.1 122.0 1 19 . 1  1 1 3.5 

Manufactures 1 1 4.9 I 19.4 1 1 3 . 1  122.7 124.1 1 1 1 . 6  92.0 81.7  78.4 73.7 
Primary products 290.6 319.5 320.7 357.9 366.3 393.9 359.4 338.9 353.5 345.2 

Agricultural products 297.2 334.3 332.2 369.9 372.4 421.0 390.2 374.5 378.5 371.7 
Minerals 276.5 288.1 294.9 330.3 351.5 336.5 296.2 268.2 299.3 289.2 

Services and private 
tr?.nsfers 182.3 212.2 230.5 260.4 275.5 281.2 267.7 267.6 267.5 259.2 

Diversified export base 149.4 156.5 157.2 173.8 184.1 166.7 1 4 1 . 7  1 3 1 .2 123.2 1 1 7.5 

By financial criteria 

Net creditor countries 27.0 3 1 .9 30.6 34.6 44.0 43.9 4 1 . 3  34.9 33.2 3 1 .3 
Net debtor countries 159.1 172.4 167.1 183.6 205.2 190.4 165.2 149.3 145.0 138.2 

Market borrowers 165.1  169.3 159.8 169.7 179.3 155.1  124.4 108.8 102.5 95.0 
Diversified borrowers 1 1 6.2 139.3 138.6 156.0 1 9 1 .4 186.3 174.1 158.4 154.1 148.2 
Official borrowers 282.9 294.2 300.6 351.5 368.6 388.5 359.8 360.4 37 1 .4 363.6 

Countries with recent debt-
servicing difficulties 222.2 243.7 237.3 258.4 306.9 302.2 266.7 248.7 245.9 236.5 

Countries without debt-
servicing difficultie) 98 . 1  106.8 104.2 1 1 8.4 128.5 1 1 5. 1 1 0 1 . 2  90.0 86.7 82.7 

Miscellaneous groups 

Sub-Saharan Africa 213.6 226.2 221.3 26 1 .7 293.6 319.5 322.6 320.0 345.2 346.3 
Twelve major oil exporters 55.5 69.8 73.0 87.0 137.0 133.8 140.2 1 1 9.3 1 1 7.4 1 1 2 . 1  
Net debtor fuel exporters 163.6 187.2 174.3 1 9 1 . 4  293.8 269.4 261.4 224.4 210.7 201.4 
Four newly industrializing 

Asian economies 44.3 44.5 40.4 �3.2 37.4 28.0 20.6 16.3 14.3 12.6 
Small low-income economies 319.6 336.0 3�0.7 405.2 4 3 1 . 8  459.7 444. 1 434.9 456.0 450.3 
Fifteen heavily indebted 

countries 267.5 290.9 270.8 287 . 1  346.4 338.8 287.8 262.7 254.6 238.6 
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Debt: Ratios 

Table A48 (concluded). Developing Countries: Total External Debt Relative to Exports and to GDP, 1982-91 1 

(In percent) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Ratio of external debt to GDP1 

Developing countries 31.0 32.9 33.9 35.6 37.8 37.5 34.7 31.8 30.4 28.8 

By region 

Africa 34.9 37.6 41 .3  45.6 48.6 -l8.3 47.6 49.7 48.8 47.4 
Asia 2 1 . 9  23.1 24.0 26.4 29.5 28.3 26.1 22.3 21 .0  19.9 
Europe 32.8 34.3 36.3 40.3 41 .0 -14.8 42.4 40.4 39.8 38.8 
Middle East 24.0 25.8 26.8 28.6 33.3 33.5 33.0 30.8 30.0 28.2 
Western Hemisphere 43.0 46.8 46.4 45.4 44.1 43 .7 38.7 36.7 35.0 32.9 

By predominant export 

Fuel 27.3 29.9 30.2 30.7 36.6 37.2 36.9 35.7 33.9 31.9 
Non-fuel exports 32.8 34.2 35.5 37.9 38.3 37.6 33.9 30.5 29.3 27.9 

Manufacture� 24.3 25.2 26.2 27.5 27.6 27.6 23.6 20.7 19.6 18.3 
Primary product 5 1 . 5  54.3 54.3 58.2 59.6 57.1 6 1 . 7  59.1  58.9 57.6 

Agricultural products 46.8 47.9 47.5 49.6 5 1 .5 49.6 54.8 52.2 5 1 .8 50.6 
Minerals 67.4 80.9 85.6 105.4 99.8 94.7 94.2 92.9 94.3 92.3 

Services and private 
transfers 59.8 63.1 69.4 75 .7 8 1 .8 85.2 84.7 82.0 8 1 .0 79.0 

Diversified export base 4 ! . 3 43.4 46.5 55.1  58.0 52.5 -l5.5 4 1 .0 38.7 37.2 

By financial criteria 

Net creditor countries 13.8 13.9 12.6 12.6 15.0 15.8 14.9 12.8 1 1 .9 1 1 .0 
Net debtor countries 33.9 36.2 37.6 39.5 41 .3 40.8 37.5 34.6 33.1  31.4 

Market borrowers 4 1 . 7  44.3 43.9 44.2 43.1 40.3 34.5 3 1 . 9 29.7 27.3 
Diversified borrowers 20.9 23.2 25.6 28.2 3 1 . 6  33. 1 3 1 . 5 28.3 27.4 26.3 
Official borrowers 56.9 57.0 58.4 63.7 70.3 70.3 75.1  72.9 72.8 71.4 

Countries with recent debt-
servicing difficulties 40.7 44.6 46.1 46.8 47 .6 46.5 43.5 4 1 . 9  40.6 38.7 

Countries without debt-
servicing difficulties 24.9 26.0 27.3 30.5 33.3 33.5 30.5 26.9 25.5 24.2 

Miscellaneous groups 

Sub-Saharan Africal 5 1 .3 53.3 57.3 63.0 64.4 7 1 . 3  65.5 67.6 69.0 68.8 
Twelve major oil exporters 20.9 23.0 23.6 24.6 30.4 3 1 .4 32.2 3 1 .5 30.2 28.3 
Net debtor fuel exporters 36.1  4 1 . 1  42.1 4 1 . 8  49.5 50.0 49.3 49.0 46.2 43.3 
Four newly industrializing 

Asian economics 32. 1  32.2 30.2 3 1 . 3  28.1  2 1 .8 15.9 12.2 10.3 8.9 
Small low-income economics 49.2 5 1 . 5  50.9 53.2 62.0 57.0 68.1 65.9 66.0 64.9 
Fifteen heavily indebted 

countries 41.0 46.2 46.7 45.8 45.1 44.1 39.4 37.9 36.3 34.2 

1 Excludes debt owed to the Fund. 
l Ratio of year-end debt to exports of goods and services or GOP in year indicated. 
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Debt: Servicing 

Table A49. Developing Countries: Debt Service Ratios, 1982-9) I 
(In percent of exports of goods and services) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Debt service ratio2 

Developing countries 19.3 18.2 19.5 20.8 22.1 19.2 19.0 16.1 15.9 15.4 

By region 

Africa 2 1 .0 22.5 26.3 26.7 27.3 22.7 25.2 26.8 30.7 29.0 

Asia 1 2 .2 1 1 .7 12.2 14.7 14.5 14.5 10.7 9 . 1  8.7 8.0 

Europe 2 1 .5 19.0 19.4 22.3 24.7 23.0 23.1 19.7 1 7.2 17.5 

Middle East 6.3 8.1  9.7 10.1 13.6 1 2 . 1 1 2. 1 1 1 .9 1 2.2 1 1 .8 

Western Hemisphere 53. 1 42. 7  42.1  ..1 1 . 3  44.8 35.9 44.9 35. 1  35.2 36.1 

'By predominant export 

Fuel 14.6 15.5 18.9 20.2 23.6 22.0 26.3 23.5 19.5 19.6 
Non-fuel exports 22.9 19.8 19.9 2 1 . 1  2 1 .5 1 8 .2 16.8 13.9 14.8 14.2 

Manufactures 2 1 . 2 16..:1 16. 1 17.2 1 8.0 1 6.0 14.8 10.9 1 1 .2 10.7 

Primary products 38.0 38. 1  36.8 35.4 37.5 30.3 28.5 28.3 32. 2 33.5 

Agricultural product� 35. 9  40.5 38.5 37.8 42.0 35.5 34.2 32. 1 37.5 34.0 

Minerals 42.4 33.0 32 .8 29.8 26.5 19.5 16.7 20.8 20.6 32.4 

Services and private 
transfers 2 1 .0 2 1 .9 24.5 24.3 27.5 23.5 19.9 20.7 27.8 25.9 

Diversified export base 17.7 1 8 . 1  20.7 26.0 22.5 1 8.5 18.0 17.5 1 8 . 1  16.0 

By financial criteria 

Net creditor countrie� 3.4 4 . 1  4.7 4.4 5.6 5.0 3.5 3.4 3.2 3 . 1  

Net debtor counrrics 25. 9 23.3 24.2 25.4 26.3 22.8 22.6 19 . 1  1 8.9 1 8.2 

Market borrowers 3 1 .9 26.4 27.3 27.8 28 .0 23. 1 23.1 17 . 1  16.3 15.2 
Diversified borrowers 17.6 1 8 . 1  1 9.2 2 1 .9 23.3 22.0 22.0 2 1 .4 2 1 . 1  2 1 .2 

Official borrowers 27.1 25.1 25.6 26.1 27.8 23. 7 2 1 .7 22.5 26.3 25.2 

Countric� with recent debt-
servicing difficultie� 37.1  32.0 33.3 33.0 35.0 28.1 32.7 26 .9 28.0 28.3 

Coumries without debt-
servicing difficulties 1 5 . 1  15.2 16.0 18.8 19.7 19.2 16.2 14.5 13.6 12.6 

Miscellaneous groups 

Sub-Saharan Africa 2 1 . 5  21 .0 23.6 2 1 .9 20.8 1 8.2 20.3 2 1 .6 24.2 22.7 

Twelve major oil exporters 8.5 10. 1 1 3. 1 14.6 18.8 17.7 19.5 1 8.6 18.9 17.6 
Net deb!Or fuel exporters 3 1 . 3  30.6 34.2 35.0 40.7 36. 1 43.9 38.5 30.8 3 1 .0 

Four newly industrializing 
Asian economic� 8.0 7.8 8.3 8.4 8.9 10.5 5 .3 3 . 1  2.8 2.5 

Small low-income economics 22.0 22.8 26.2 26.9 27.2 26.3 26.4 27.0 26.4 24.8 
Fifteen hcavi ly indebted 

countries 5 1 . 1 4 1 . 1  4 1 . 0  �0.2 43. 1 34.2 42.4 33.9 34.5 34.8 
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Debt: Servicing 

Table A49 (continued). Developing Countries: Debt Service Ratios, 1982-91 1 

( In percent of exports of goods and service�) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Of whicb, 
Interest service ratio 

Developing countries 10.8 10.8 u.s 11.7 1 1 . 6  9 . 1  9.2 8.2 8.7 8.2 

By region 

Africa 9.4 9.3 1 1 .0 1 1 .5 1 1 .5 10.7 1 1 .5 1::!.0 13.5 13.7 
Asia 5.9 5.6 5.9 6.5 6 . 1  4.9 4.3 -U 3 . 8  3.7 
Europe 1 1 .8 10.5 9.7 9.8 10.3 9.8 8.8 8.7 8.3 7.9 
Middle East 4. 1 5.0 6.2 6.6 8.4 6.9 7.3 7.0 7 . 1  7.2 
Western Hcmi�phcre 32.1  30.6 30.2 19.4 29.3 22.0 24.9 19.9 24.5 2 1 .9 

By predominant export 

Fuel 8.3 9.2 10.7 1 1 .3 13.4 1 1 .8 13.2 12.7 1 1 .5 1 1 .4 
Non-fuel export' 1::!.8 1 1 . 9  1::!.0 1 1 .9 10.9 8 . 1  8.0 6.8 7.9 7.2 

Manufactures 1 1 .7 9.8 9.4 9.4 8.8 6 . 1  6.8 5.3 6.0 5.0 
Pnmary products 22.6 25.1 25.3 24.1  20.6 18.3 14.6 14.0 19.3 19.4 

Agricultural product� 2 1 . 5  26.4 26.0 25.9 2 1 .7 20.5 16.7 14.6 22.0 20.3 
Minerals 25.0 22.4 23.8 19.8 1 7 . 8  1 3 . 6  10.3 1 2 . 8  1 3 . 4  17.7 

Service� and private 
transfer� 1 1 .8 12.7 14.3 15.4 14.8 1 1 . 3  10.1 10.6 12.7 13.4 

Divcr�ificd export base 9.3 9.3 1 1 .3 1 1 .9 1 1 . 3  9.9 8.6 8.9 8.8 8.5 

By financial criteria 

Net creditor countries 2 . 1  2.2 2.5 2.4 2.8 1 3 2.4 2.4 2.2 2 I 

Net debtor countrie� 14.5 13 .9 14.4 14.4 13 .8  10 .8  10.8 9.6 10.2 9.5 

Market borrowers 18 .6 16.9 17.4 16.9 15.6 1 1 .0 1 1 .3 8.9 10.1 8.7 
Diversified borrower� 9.0 9.7 10. 1 10.8 1 1 .4 10.3 10.0 10.3 9.8 9.9 
Official borrowers 14.6 1 3 . 9  14.0 14.3 13.6 I I .  I 10.7 1 1 .6 12.9 1 3 . 1  

Countries with recent debt-
servicing difficultie!> 2 1 . 6  2 1 . 2  2 1 . 8  2 1 . 5  2 1 . 2  16.4 17.6 1 5 . 1  1 8 . 1  16.9 

Countries without debt-
servicing difficulties 7.6 7.3 7.7 8 . 1  8.3 7.0 6.4 6.3 5.7 5.4 

Miscellaneous groups 

Sub-Saharan Africa 9.7 9.8 10.4 1 0 . 1  9.7 8.5 9.7 10.3 1 1 .9 I I .4 
Twelve major oil exporters 4.7 5.6 6.7 7.7 9.6 9.0 1 0  .. 3 9.8 9.7 9.4 
Net debtor fuel exporter� 1 7 . 1  1 8 . 1  19. 1 19.3 22.7 19.0 20.9 20.0 1 7 . 6  17.5 
Four newly industrializing 

Asian economic� 4.0 3A 3 . 5  3.4 2.9 2.0 1 . 4  1 . 2  1 . 1  1 . 0  
Small low-income economic� 10.0 10. 1 10.9 1 1 .4 10.7 10.7 IO.i! 1 1 .5 1 1 .9 1 1 .4 
Fifteen heavily indebted 

countries 30.6 29.2 29.0 28.2 27.9 2 1 .3 23.9 19.6 23.4 2 1 . 1  
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Debt: Servicing 

Table A49 (concluded). Developing Countries: Debt Service Ratios, 1982-91 1 

( In percent of exports of goods and �crviccs) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Memorandum 
(in billion� of US dollars) 

Developing countries 

Value of debt service payments 134.2 I 19.3 134.6 137.8 140.2 1+1-.7 162.8 153.5 162 7 J 7 1 .0 

Interest payments 75.5 7 1 .0 79.4 77.6 73.6 6�.3 7ll.8 78.3 89.1 90.6 
Amortization payment� 58.7 48.3 55.3 60. 1 66.6 76.4 84.0 75.2 73.6 80.5 

Of which, 
Net debtor countries 

Value of debt service payments 127.3 1 1 2 . 1  126.8 1 3 1 .3 132.9 137.1 157.1  147.3 156.5 164.8 

Interest payments 7 1 . 1  67.2 75.3 74.1  70.0 64.8 74.9 74.0 84.9 86.3 
Amortization payment� 56.1 44.9 5 1 .5 57. I 62.9 72.3 82.1 73.3 7 1 . 7 78.4 

1 Excludes debt service paid to the Fund. 
Interest payment!> 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 e�timatt!� for 1990 and 1991 take into account projected exceptional financing items. 
including accumulation of arrears and rescheduling agreements. 
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Debt: Scn·icing 

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 ltJ87 llJS8 1989 1990 J9tJI 

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 ::!.9 2.0 2 . 1  2.() 1 .3 
Asia 0.4 0.8 0.8 1 . 1  1 .0 1 . 1 0.7 0.5 0.5 0.4 
Europe 0.8 1.3 1 .7 l .l) 2.2 2.6 ::!.4 1 .6 0.9 0.3 

Middle EaM 0. I 0. 1 0. I 
Western Hemisphere 0 3 0.6 O.!i 1 . 2  2.7 3.6 2.9 2.9 3.0 2.5 

By predominant export 

'fuel 0. I 0.3 0.3  0.4 0.6 0. 7 0.9 0.8 

Non-fuel exports 0.7 1.0 1 . 1  1 . 4  1 . 9  :!. I 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 4.2 .:u 3.0 

Agricultural product� 1 . 2  1 .8  2.4 3 . 1  4.6 5 .4 4.6 4.5 ..'\ . 8  3.2 

Minerals 2.3 2.7 3.0 2.9 4.9 4 1  3.0 3.4 ..'\.9 2.5 

Services and private 
transfers 1 . 3  1 . 2  1 . 5  2.0 2.7 3.0 ::!.0 1 . 7 1 .5 1 .0 

Diversified export base 0.7 1 . 1  1 . 3  1 . 7  2.9 2.5 1 . 1  I I 1 .2 O.R 

By financial criteria 

Net creditor countries 
Net debtor countric� 0.5 0. 9 1 . 0  1 . 3  1 . 9  ::! .  I 1 . 6  1 . 3  1 .2 0.9 

Market borrowers 0.2 0.3 0.5 O.X 1.4 ::!.0 1 . 2  1 . 0  1 . 1  (),l) 
Diversified borrower5 0.5 1 . 2  1 . 2  1 . 6  1 . 7  1 .7 1 .6 I 2 0.9 0.6 

Official borrowers 2.2 2.2 2.7  3.4 4.7 4.3 3.3 3.::! ::! l) I .X 

Counlfles with recent debt-
servicing difficulties 0.6 0.9 1 .2 1 .5 2. 9 3.2 2.5 2.4 :u l 7 

Countries without debt-
servicing difficulties 0.5 0.8 o.s 1 . ::!  I .  I 1 . 3  1 . 0  0.6 0.6 0.4 

Miscellaneous groups 

Sub-Saharan Africa 2. I 2.7 3.4 4. 1 5.4 4.7 4.6 -l.ll -U 2.5 

Twelve major oil exporters 0.2 0. I (). I 0.2 0 2  

Net debtor fuel exporters 0. 1 0.2  0.6 0.5 o.s 1 . 1 1 . 2  1 . 6  1 5  
Four newly industrializing 

Asian economies 0. 1 0. I 0.3 0.4 0.2 0.6 0.:! 

Small low-income economies 4.0 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 :!.l) 2 3 
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Debt: Servicing 

Table ASO (concluded). Developing Countries: Fund Charges and Repurchases from the Fund, 1982-91 1 

(In percent of exports of good� and service�) 

Memorandum 

Developing countries 

Total service payments to the Fund 
(in billions of U.S. dolla r�) 

Total. General Resource� Account 
Charges 
Repurchases 

Tow!. Trust Fund 
lntere�t1 

· Repayments' 

Total, SAP' 
Interest' 
Repayment�• 

Total. ESAF' 
T ntere�t' 
Repayments" 

1982 1983 1984 

2.6 4. 1 5.2 
l A  2 . 1  2.9 
1.2 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 9.9 
3. 1 2.9 2.7 2.4 2.4 2.3 
J.R 6.7 9.9 8.5 7.6 7.6 
0 3  0.6 0.7 0.7 0.5 0.3 

0.3 0.6 0.7 0.7 0.5 0.3 

1991 

7.8 
1 .6 
6 . 1  

0 . 1  

0. 1 

1 Fund charge� on and repurcha�e� (or repayment� of principal) for u�e of Fund credit from general re�ource�. Projected charges 
:md interest. and rcpurcha�cs and repayment!>. arc based on actual payments in the past and on scheduled payments for the future; 
they do 1101 take into account prospective program�. 

1 Interest payments reached a peak of $21 million in 1984. 
' Repayments in 1982 and 1983 amounted to less than $50 million annually. 
' Structural Adjustment Facility. 
' I nterc�t payment�. which began in 1986. arc expected to rise to $ 1 0  million by 1 9 9 1 .  
• No repayments under SAF o r  ESAF arrangement� arc due in the period covered. 
1 Enhanced Structural Adju�tmcnt Facility. 
' Interest payments, which began in 1988, arc expected to rise to $2 million by 1991 .  
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Medium-Term Projection�: Rl!fercncc Scenario 

Table ASI. Summary of Medium Term 

Industrial countries 

Growth of real GNP 
Real six-month LIBOR-' 
Increase in GNP detlator 

World economy 

Cbange in world price of 
manufaciUres 

Change in world price of oil 
Change in world price of non-fuel 

primary commodities 

Net debtor developing countries 

Growth of reaJ GDP 
Growth of export volume 
Growth cf impor1 volume 

Total net external credit• 
Net official credit' 
Net bank credit• 

Current account balance 

Total ext�mal debt7 

Reference Scenario, 1972-95 

Avcrag.::s' 

1972-8 1 1  1982-86 1986 1987 1988 1989 1990 

(/n percent) 

3.0 2.7 2.7 3.5 -l.4 3.5 2.7 
2.0 6 . 1  4.3 4.2 -+.8 5 . 1  4.5 
8.8 4.8 3 . 4  2.9 3.2 3.9 3.9 

(In percent: In U.S. dollars) 

10.1  1 .9 17.7 1 1 .9 6.1 -tU 4.5 
-48.8 28.7 -10.5 2 1 .4 2.7 

10.5 -2.9 - 1 . 2  3.4 18.2 - 1 . 9  - 1 0 . 1  

(In percem) 

4.7 3.8 .f. 7 -+.5 -+.3 2.7 3 . 1  
3.6 4.9 6 . 2  1 3 . 0  1 1 .4 7 .4 7 . 3  
6.9 -0.7 - 1 . 5  7 . 1  1 1 .5 9.6 7.3 

Average 
11.)82-86 1986 1987 1988 1989 1990 1991 

(In billions of U.S. do/lar.1} 
55.6 -+I. 9 38.0 40.0 42.2 52.3 -+8.9 
32.1  25.8 22.7 17.9 3 1 . 2  37.3 38.7 
24.8 - 1 .5 - 1 . 7  -21.0 1 . 7  -�.0 -3.7 

(In percent of export,\ of goods ond serrice11 

-1 1 .2 

177.5 

-9.7 

205.2 

-2.6 

190.4 

-2.9 

165.2 

-4.1 

149.3 

-4.4 

1-+5.0 

-U 
138.2 

1991 

�.9 
-+.1 
3.6 

3.6 
3.6 

2 . 1  

4.5 
6.7 
6.2 

1992 

-+6.9 
3 1 . 9  

3.4 

-3.5 

130.6 

Average' 
1992-95 

3.1  
3.9 
3.3 

4.0 
4.0 

4 .8 

5.0 
6.7 
6.4 

1995 

-+3.8 
22.1  

8.9 

-1.4 

1 10.0 

Debt service payments" 25.0 26.3 n 8 22.6 1 9 . 1  18.9 18.2 17.0 1 5 . 1  
Interest payments 14.2 13.8 10.8 10.8 9.6 10.2 9.5 9.0 7.4 
Amonization payments 10.8 12.4 12.0 1 1 .8 9.5 8.6 8.7 l\.0 7.6 

1 Compound annuaJ rates of change. 
2 Excluding China. 
1 London interbank offered rate on six-month U.S. dollar deposit. denated by U.S. GNP dellator. 
• Excluding reserve-related liabilities. 
' Estimate of long-term borrowing from official creditors. Sec Table A40. footnote 7 for further explanmion. 
• Estimate of net lending from commercial banks, including impact of debt rcducliom •. Sec Table A40, footnote 8 for funhcr 

explanation. 
7 Excludes debt owed to the Fund. 
� Interest payments on total debt. plus amonization payment� on long-term debt only. Projection� incorp1>ratc the impact of 

exceptional financing items. Excludes debt service payments to 1hc Fund. 
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Mcdium-Tcm1 Projections: Reference Scenario 

Table AS2. Net debtor Developing Countries: Current Account Balance, External Debt and Debt Service--
Medium-Term Reference Scenario, 1982-95 
(In percent of exports of goods and services) 

1982 !986 !987 !988 !989 !990 1991 1992 1995 

Net debtor countries 

Current account balance - 2 1 . 6  -9.7 -2.6 -2.9 -4. 1 -4.4 -4.3 -3.5 - 1 . 4  
Total external debt' 159.1 205.2 !90.4 !65.2 149.3 145.0 138.2 ! 30.6 1 10.0 
Debt service paymcnts2 25.9 26.3 22.8 22.6 19.1  18.9 18.2 17.0 15. 1 

Interest payments 14.5 ! 3 . 8  10.8 10.8 9.6 10.2 9.5 9.0 7.4 

By region 

Africa 

Current account balance -27.0 -14.7 -6.5 - 1 3 . 2  -10.3 -8.6 -9.1 -6.7 -1 . 7  
Total external debt' 154.1  239.7 245.2 242.5 226.0 227.8 226.7 217.2 191 .6 
Debt service payments' 2 1 .0 27.3 22.7 25.2 26.8 30.7 29.0 27.2 24.8 

Interest payments 9.4 ! 1 .5 10.7 1 1 .5 12.0 13.5 13.7 12.9 10.6 

Asia 

Current accoum balance -10.3 -5.5 1 .0 -0.2 -2.8 -2.5 -2.4 -2.3 ....().9 
Total external debt' 97.7 123.4 105.7 9 1 . 7  8 1 .6 78.4 75.0 7 1 .7 6 1 . 6  
Debt service payments' 13 .2  16.6 16.9 12.8 10.8 10.3 9.5 9.4 8.3 

Interest payments 6.6 7.2 5.9 5.2 5 . 1  4.6 4.4 4.2 3.6 

Europe 

Current accoum balance -5.1 -2.5 1 .7 7.8 4.4 - 1 . 3  -I.!  0.2 1 . 1  
Total external debt' 136.0 165.4 170.9 146.2 134.9 137.8 1 35.0 129.9 1 1 3.9 
Debt service payments2 2 1 . 5  24.7 23.0 23.1  19.7 17.2 17.5 17.3 17.4 

Interest payments 1 18 !0.3 9.8 8.8 8.7 8.3 7.9 7.4 7.3 

Middle East 

Current account balance -48.2 -24.4 -9. 1 - 1 1 . 8  -7.1  -6.4 -6.7 -5.2 -1.4 
Total external debt' 145.3 280.8 252 . 1  237.7 221 .6 2 1 6.9 203.5 192.8 164.0 
Debt service payments2 18 .7  30.9 24.7 24.0 24.2 25.1 23.6 22.0 23.2 

Interest payments 1 1 .7 18.7 13 .8  13.2 12.7 13.2 13.6 12.7 10.5 

Western Hemisphere 

Currcm account balance -33.4 -14.8 -8.9 -7.3 -7.6 -8.3 -8.0 -6.9 -4.1 
Total external debt' 271.0 349.6 34-L6 292.1 271.6 26-+.4 250.3 232.0 192.3 
Debt s�rvice payments' 53 . 1  44.8 35.9 44.9 35.1  35.2 36.1  3 1 .6 26.2 

Interest payments 3 2 . 1  29.3 22.0 24.9 19.9 24.5 2 1 .9 20.5 16.3 

By financial criteria 

Countries with recent debt-
servicing difliculties 

Current account balance -34.5 -15.4 -6.6 -6.8 -7.2 -8.6 -8.8 -7.5 -4.3 
Total external debt' 222.2 306.9 302.2 266.7 248.7 245.9 236.5 222.9 188.7 
Debt service payments2 37 . 1  35.0 28.1  32.7 26.9 28.0 28.3 25.9 23.8 

Interest payments 2 1 .6 2 ! . 2  16.4 17.6 15.1 1 8 . 1  !6.9 !6.0 13.4 

Countries without debt-
servicing difliculties 

Current account balance -9.1  -5.5 0. 1 ....().5 -2.1 -2.0 - 1 . 8  - 1 .4 0. 1 
Total external debt' 98.1 128.5 1 15 . 1  1 0 1 . 2  90.0 86.7 82.7 78.9 67.8 
Debt service payments� 1 5 . 1  19.7 19.2 16.2 14.5 13.6 12.6 1 2 . 1  10.4 

Interest payments 7.6 8.3 7.0 6.4 6.3 5.7 5.4 5 . 1  4.2 

1 Excludes debt owed to the Fund. 
1 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: Reference Scenario 

Table A53. Net debtor Developing Countries: Output and Foreign Trade--Medium Term Reference 
Scenario, 1972-95 
(Annual changes. in percent) 

Averages• 
Avcrage1 

1972-811 1982-86 1986 1987 1988 1989 1990 1991 1992-95 

Net debtor countries 

Real GOP 4.7 3.8 4.7 4.5 4.3 2.7 3.1 4.5 5.0 

Export volume 3.6 4.9 6.2 13.0 It .4 7.4 7.3 6.7 6.7 

Terms of trade 3.3 -3.2 -ItA 0.9 -0.9 0.8 -1.6 -0.6 0.2 

Import volume 6.9 -0.7 -1.5 7. t 11.5 9.6 7.3 6.2 6.4 

By region 

Africa 

Real GOP 3.2 1.6 2.3 1.1 2.3 2.9 2.7 3.0 3.5 

Export volume -0.2 3.4 9.1 0.2 2.2 6. I 5.6 3.6 4.2 

Terms of trade 6.2 -7.9 -25.9 2.1 -5.5 -0.7 -2.3 -2.3 -0.2 

Import volume 5.8 -7.2 -7.3 -2.6 5.5 2.3 2.4 2.9 3.3 

Asia 

Real GOP 5.5 7.1 6.5 7.7 9.2 5.0 5.4 5.6 5.3 

Export volume 8.7 7.1 II. I 20.5 15.6 t 1.0 10.2 8.6 8.0 

Terms of trade 1.2 -0.6 -().I 2.2 0.9 0.7 -0.7 -0.4 0.3 

Import volume 9.3 5.2 -0.6 1-U 18.4 14.3 9.0 7.6 7.7 

Europe 

Real GOP 4.3 3.1 4.4 2.4 1.3 0.3 0.1 3.0 3.5 

Export volume 5.4 4.9 -0.7 7.9 5.7 0.8 1.4 3.8 4.3 

Terms of trade -1.3 0.1 2.1 2.5 0.5 -0.8 -0.1 

Import volume 3.7 2.3 3.6 3.5 2.0 8.9 9.8 4.2 3.9 

Middle East 

Real GOP 4.3 3.2 3.6 4.5 7.9 2.5 3.4 3.8 4.5 

Export volume -3.7 5.4 15.8 17.3 11.7 5.4 5.7 5.6 5.8 

Terms of trade 10.5 -8.2 -31.6 0.5 -7.1 3.7 0.6 0.3 0.1 

Import volume 9.6 -4.7 -13.4 -4.9 3.0 1.4 5.4 5.2 3.9 

Western Hemisphere 

Real GOP 5.1 1.4 4.0 2.9 0.3 0.9 1.4 4.2 5.5 

Export- volume 2.6 2.4 -2.8 7.8 10.5 3.0 3.8 5.0 5.5 

Terms of trade 4.0 -4.6 -10.3 -2.0 -2.2 1.3 -5.7 -I. I 0.3 

Import volume 6.5 -7.3 5.3 4.4 5.6 2.8 3.3 5.3 6.4 

By financial criteria 

Countries with recent debt-
servicing difliculties 

Real GOP 4.4 1.5 3.5 2.4 1.7 1.4 1.4 3.8 4.8 

Export volume 0.8 2.4 1.0 4.9 9.2 3.9 4.3 4.8 5.2 

Tem1s of trade 4.6 -5.1 -16.0 0.7 -2.6 0.7 -3.7 -1.1 0.3 

Import volume 6.1 -6.6 -2.8 -1.5 6.8 4.2 5.6 4.9 5.1 

Countries without debt-
servicing difliculties 

Real GOP 5.3 6.6 6.3 7.1 7.6 4.2 5.1 5.3 5.1 

Export volume 8.0 7.3 10.5 19.1 12.9 9.6 9.0 7.9 7.5 

Tem1s of trade 1.1 -1.3 -7.5 1.0 0.3 0.9 -0.5 -0.4 0.2 

Import volume 7.9 4.4 -0.6 12.7 14.2 12.5 8.1 6.9 7.0 

1 Compound annual rates of change. 
2 Excluding China. 
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