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Tharks to stndies made on 21l sides (CFECD. IBRD, Commission), it is

nesgible to assess the consegueprces cf intlermaiional price

70w hezinning

movements ag a vhile for developing bOUﬁ+T1°S-

Among these price wovements, the mogt spectacular

with congegrences is cbviously the movement of the nrice
the price of o0ll i 1972 has brought about, for 1274, en incrasssze in the

import espenditure frr all ihe leveloping countries in am amouvng of srprovimatsly

Unfortvnately, the rise in the price of o0il 1s far from being
b J 5y

a
case. For certain developing couniries, its effects are added to those of the

lg or essential industrial products guch as fariilicees.

N

rise in the price of cere

the developing countries' import exmenditure for wheet and Tertilisers

bought from industrialised covmtries would be increacsad by about ﬁ}.} theougand
willion and #2 thousand millicn if these countiries were in & pogition to maintalin

thalr purcahzsess at the level of 1972,

Therefore, the risz in price of three gssential products in ons year

involves for the developing covntries that do not produce them a fotal

o

a2dditional sxpenditure of about %15 thouszrd willion, to which must of course b
added the expenditure resulling from the gensral increass in export prices
practized by the indusirialised countriss (1,~ in 1973 Tor the cowntrizs of the

OECD as & whole, )

To give an idea of the magnitudes involved, it should be rioted that the
amount of %15 thoeusand miilion revresents 30% of the total value of exports of
the developing cowntries in 1972, that it is equal 4o 80% of the valuz of all

.

financial f Ve ihlic 14 X aht 1o % V SELRY c 4 < Y
financial flowe (pub11~ and private) brought to the developing coumtries by the
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he ameunt of wublic
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DAC countries in 1972, and that it represents almost iwi
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developrment ald furnished by the DAC countries to the devdloping couniriers,



ernorhing

accordiny to the nparticnlzr sitvstion.

In a2 first type of situaricn, the risze in import prices might be comcencated,
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at least provigicnally, by increasing the revenue from exnoris of Tase vrodusts

which +he world vrices have considerably risen over the
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ogition in most cases ig precarious, it is neveriheless trie that ihe estimated

development of werld prices ove
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leaves some time for initieting

the necessary adwuwpmenik.

In 2 second type of situaticn, develeping couniries are suffering cornsiderasblise
deterioration in their terms of 1rade but have senough resources available o
goften the shocl and 1o spread the zdjusiment process over a pericd of vime,
c¢ither by means of loans 'r by uvsing their ovm exchansge reserves. Such ig the
case for manufactured-products—exporting developing countries, for instance

T

Sovuth Horea, Taiwan, and Singapour.

In 8 third snd last type of situation, there are poor coumtries that are

d
most affected by the crisis. Thess incullde in particular Scuth~Fast Asia {Indiz,

.

Pakistan, Bangadesh, Syri-lanka), Central Americe and the Caribbewn, certain
3

countries of tropical Africe {the Sahel countrise, Senmgal, Kenya, Furundi ).

According to several sources of information (0ECD, ODC), the net effect

of international price movements represent, for these lasgt countries, an additicnsl

h

burden of approxivatelyr ¢ 3 thousend million. The current work in the Commissionts

h.
departments will make it possible to evaluate more acocuraiely, and vVery eonon,

thiz estinote and its distr-ibulion among the countries concernsd.

Me vogition of thees countries ig sxiremimyoerious

indestrialized countries, thsr cannet count on the return
exporting countries, znd since their prasent indcbiment level Coez mot enekls thun
recourse to losns for the purpose of extendlag the paricd of adustmenl.
They 2leo ron the ¢ » of suffering the erfecte of & refuclion, even i
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Tenporarcy, in ertornzl Tlows s regrozsion of 1

reveme caneed by the shovrt-iormn develostisnts in ths industrialies? o
avems caueed by the levelor i) a
/
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Exceptional steps will have t¢ be taken very soon by the internation

Community to help these countries. 3Beyond the problea of the imbalance in thein

5

talances of paymenis, 1% 1is a2 matter of plain survival., The reduction, Forced
by the rising nrices, in thesec countries! consvmpltion of ¢il and fertidigers

represents a redvceion in agricultural yields, a loss in harvesis
of cereals imports, and serious risk of local famines if recovrse to such

imports does not teke place.

Conseguently, the Commission proposes te the Comeil {that the Com

&

shovid take the initietive in appealing to all rich countries tc Joinm it in zn»
effort of evceptional aid for thoze noor countries whoss financial sitvation is

geriously affeccted by the internaitional price movement, in order %o

meel adjustment problems.

Te this end, the Community could propose the setting up of 2 world furd

in an amount of approximately 33 thousand millien. This fund would Te digiritutsd
to the most affected couwmtries. Wot oaly the usual donating countriez bt alss

"all the rich cowtries would be asked to contribute to this Fund.

For its part, the Community could provide this fund with a sum amouniing

to about gSOO milliop. This Cormunity effort would be in addition to deveioxn

&1d which it must maintain.

the most appropriate for the purpose.
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