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SECTION 1: INTRODUCTION, SUMMARY AND CONCLUSIONS

1.1 Introduction

This study examines the impact of higher energy prices on the growth, 
trade and industrialization of the developing countries. Such an undertaking 
is, in many respects, too hroad to be managed satisfactorily within a purely 
conceptual framework. For this reason, considerable use is made of analysis 
of supporting data. On the other hand, the topic is too narrow in other 
respects to provide a reliable basis for policy prescription. As a result, 
this study tends to avoid direct discussion of energy and trade policies 
and industrializition strategies, but rather it draws freely on the global 
analysis of these issues by the World Bank (15;. This approach is not 
without its limitations and, it *ould surely seem, can only be Justified for 
want of an appropriate model. The development of a large-scale analytical 
model for policy purposes would be an indispensable asset to future inves
tigations in energy research.—^

In the broadest sense, the focus of this research is the world economy. 
Because of the highly interrelated nature of world trade and growth, it is 
naive to proceed otherwise. Tables 1, 2 and 3 provide a variety of basic 
data for developed and developing countries in the world. Because much of 
the stress in this study is directed at the least-developed countries (or 
LDC's) in the world, data for them have been separately listed. Moreover, 
a complete country coverage for the LDC's, providing detailed socioeconomic, 
energy, and resource data, has been appended to the paper. While these text 
and appendix tables probably require little elaboration, two general obser
vations are worthy of ment'.on concerning the LDC's. First, the wide dispari
ties between the LDC's and other developing countries (a fortiori, the 
developed countries in the world) in the economic sphere also exist perforce 
in the energy area. Electricity consumption per capita, for example, which 
is frequently suggested as an index of industrialization, is more than 12 
times smaller in the LDC's vis-a-vis developing countries in general, and 
it is well over 200 times smaller as compared with developed countries.

1/ ..'he model underlying IIASA’s energy study (17 ) is exemplary, tut its
emphasis or. long-term technical options obscures the more immediate 
adjustment problems confronting policy makers in the developing countries.
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Second, with reference to the appendix tables, there also exist vide 
economic and energy-related disparities vithin the LDC's. Nominal GDP 
per Lead in 1973, for instance, was over 5 times greater in Samoa than 
in Bangladesh, with primary energy consumption per capita over 6 times 
greater.

Another important stress in this study is on the future growth and 
industrialization of the developing countries, especially in the 1980s.
In this connection, there are tvo observations that can be dravn from the 
data in the accompanyin* tables, r'irst, the evidence on 
growth rates in Table 1 indicates that there are widening disparities 
between the oil-exporting and the oil-importing developing countries.
Such growth rate disparities are especially pronounced for the 1970's 
in which oil prices drastically escalated on world markets. This matter 
will be discussed more fully in Section 2. Second, and of even greater 
concern for the long run, there exist great disparities within the de
veloping world in the distribution of energy resources. Referring to 
Table U, the net oil-exporting countries have the preponderant shares 
of lew cost resources (conventional and heavy oil and natural gas), 
except for coal. The net oil-importing countries have larger shares 
only in the costlier, capital-intensive areas of oil shale and hydro
electric power. Vith but several exceptions (Afghanistan, Bangladesh and 
Botswana), »: > LDC's only alternative to reducing oil imports in the 
1980's is -stlv development of their hydroelectric potential (see 
Appendix ¿able 5/. The rising cost of oil is particularly acute for

p /them since most must rely on outside refining. *■

2J Only six of ¿he thirty LDC's currently have petroleum 
refinery capacity. These are Bangladesh, Ethiopia, 
Somalia, Sudan, Tanzania and Yemen DR.
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1.2 Suim»arT and Conclusion»

The impact of higher energy prices on the world economy in the 1970’s 
is examined in Section 2. An overviev of the problem, is discussed, in Section 
2.1, end an attempt is made to correlate higher energy prices in general with 
higher world oil prices in particular. It is argued that the dramatic 1973-7•* 
and 1979-80 price increases by OPEC had several consequences for the world 
economy. first, higher oil prices tend to instigate stagflation in the in
dustrialized countries leading to a reduced volume of exports for the deve
loping countries. Second, higher oil prices lead to large income transfers 
from oil consumers to oil producers, which are exacerbated by relative 
movements in the terms of trade оhat tend to favor oil-exporting countries 
vis-à-vis oil-importing countries in the developing world. Third, higher 
oil prices result in large current account deficits for the oil-importing 
developing countries that tend to increase their medium- and long-term 
cjbt and hence strain their ability to service that debt. This problem 
was comparatively more serious for the nitidie-income oil importers vis-a-vis 
the low-income ofi-Importing developing countries.



The tei-ms of trade effects induced by higher oil prices are investigated 
in Section 2.2. In both the 1973-71» and 1979-80 episodes, subsequent 
movements in the terms of trade greatly favored developing countries as 
compared to developed countries and, among the developing countries, oil 
exporters (viz. OPEC) as compared to oil importers. For instance, it is 
found that the $ 7 billion surplus in 1978 for developed countries became 
a $ 136 billion deficit in 1980 prices, the $ 51 billion surplus in 1978 
for OPEC became a $ 217 billion surplus in 1980 prices, and the $ U3 billion 
deficit for non-OPEC countries in 1978 became a $ 69 billion deficit in 
1980 prices. The terms of trade discussion is extended to include export- 
import volume effects in Section 2.3, hovever only the 1973-7!+ price episode 
is treated. A balance of payments approach is employed and attention is 
restricted to the oil-importing developing countries. It is observed that 
the combination of higher oil impoit expenditures and reduced export ear
nings caused current accounts to remain in deficit throughout the 1970's.
Regarding financing, the evidence reveals that the LDC's relied relatively 
more on aid, and less on borrowing, than oil-importing developing countries
in general.

The last section of the paper examines the implications of higher 
energy prices for developing countries in the 1980's. Basic assumptions and 
projections used in the analysis are adopted from the World Bank (15)« and 
these are described in Section 3.1. In addition, they form the basis for 
the estimates of capital requirements in the oil-importing developing coun
tries discussed in Section 3.2. Although the paucity of detailed forecasts 
on the sectoral growth of production prevents a complete investigation, 
aggregate trends in capital requirements are possible to construct. De
composing growth in real output over the 1980's by sector aggregates (agri
culture, industry, manufacturing and services), direct and total capital 
requirements to warrant this growth are obtained. For the middle-income 
oil-importing developing countries, the projected $ 580 billion increase 
in real output in the 1980’s will call for an additional $ 682 billion in 
direct capital and over $ 1, 157 billion in total capital. Nearly half 
of these sums is required for industrial growth, most of which (about two- 
thirds) needed in the manufacturing area. For the low-income group, the 
projected $ U5 billion increase in real output in the 1980" s vill call for 
an additional $ 123 billion in direct capital and over $ 213 billion in total 
capital. Somewhat more than one-third of these sums is necessitated by 
industrial growth.



A discussion or the most important consequences of higher oil prices 
for the nonoil developing countries in + he 1980fs, along with policy re
commendations to mitigate their negative impacts, is taken up in Section 
3.3. Among other things, higher oil prices will result in the reallo
cation of scarce reserves away from capital goods and raw materials 
toward additional outlays on energy imports. At the same time, the 
possible stagflation induced in industrialized countries will tend to 
reduce their aid flow and import demand, at least in the near term. It 
is recommended that the nonoil developing countries gradually supplant 
import-substitutIon strategies by export promotion, so that they may be 
able to take full advantage of the expansion in trade made possible 
by the anticipated recovery of the industrialized countries in the 
1980»s .  Additionally, they should strive to increase their domestic 
investment and savings rates and, moreover, improve upon the produc
tivity of existing and new investments. It is also recommended that 
a greater burden for financial assistance be assumed by official 
agencies in the 1980*s, in order to augment the possibly inadequate 
flow of recycled oil surpluses through international capital markets. 
Saturally, the capital-surplus oil exporters should be encouraged 
to recycle their oil earnings by means of increased holdings of 
foreign assets, expanded purchases of exports, and additional 
financial support to the developing countries. Finally, it is re
commended that the industrialized countries avoid excesses in domestic 
deflationary policies. They should strive to expand their x'inancial 
aid and commercial lending to the developing countries. In addition, 
they should continue to foster domestic energy policies that promote 
the conservation of scarce fossil fuels (viz. oil and gas) and that 
promote the development of alternative energy sources. Taken together, 
all these policies ought to assist the nonoil developing countries 
in their industrialization and growth throughout the decade.
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SECTION 2: HIGHER ENERGY PRICES IN THE WORLD ECONOMY

2.1 The Impact of Higher Energy Prices

As Table 5 vividly illustrates, the relatively stable vorld oil prices 
of the 1960's stand in stark contrast to the rapidly rising price levels 
of the 1970's. In real terms, oil prices declined over the period 1960-70 
at an annual average rate of 1.5 per cent, vhereas over the period 1970-80 
they increased at an annual average rate of nearly 20 per cent. The sharp 
rises in 1973-71» and 1979-60 are dramatically manifest in Figure 3. Saudi 
Arabian light crude oil, which averaged $2.70 per barrel in 1973, averaged 
$ 32.00 per barrel for the first quarter of 1981. This represents nearly 
a twelve-fold increase in the nominal price of "marker crude" over the last 
seven years. Whereas it is unlikely that this degree of increase can be du
plicated by OPEC in the 1960's, the official consensus is that world oil

Vprices will continue to rise in real teims throughout the decade.-*

There are several reasons why higher oil prices are tantamount to higher 
energy prices generally. First, as is depicted in Figure 1, fossil fuel 
prices have historically moved together, in both direction and degree.
Indeed, since 1973, the price path of crude petroleum has been virtually 
identical to the weighted-average (or combined) fossil-fuel price path in 
international trade (s'e Figure 2). Second, the relative importance of oil 
in total energy imports is not expected to change appreciably over the 1980's. 
For example, oil-importing developing countries imported 6.1 million barrels 
of oil equivalent per day in 1976, 6.0 million barrels of which were oil 
(the balance of 0.1 million barrels was coal). Recent projections of 
Lambertini (9) indicate that all of their anticipated 10.8 million barrels 
per day of energy imports for 1990 will be comprises. of oil. Similarly the 
share of imported oil in the total energy consumption of industrialized 
countries has remained virtually unchanged at approximately Uo per cent since 
1973 and thus, in view of the unprecedented oil price experience, this 
figure would not be expected to change appreciably over the coming decade.

3/ See, for example, OECD (10), IMF(8), and World Bank (15). At this 
writing, OPEC delegates are convened in New York for the purpose of 
determining future oil price increases. It is believed that the $32.00 per 
barrel price on marker crude will shortly be raised to $3l*.00 per barrel. 
See International Herald Tribune, Friday, Auerust lh, p.  7 .



TABLE 5: REALIZED PRICE OF SAUDI ARABIAN LIGHT CRUDE OIL, 34° - J4.?°
API GRAVTTT, F.O.B. RAS TANURA

TEAR CURRENT* real '0 DEFLATOR0

I960 1.50 3.42 43.9
1961 1*45 3.28 44.2
1962 1.42 3.25 43.7
1963 1.40 3.19 43.9
1964 1.33 2.99 44.5
1965 1.33 2.89 46.O
19 66 1.33 /2.87 46.4

1967 1.33 2.82 47.1
1968 1.30 2.95 44.1
1969 1.28 2.88 44.5
1970 1.30 2.65 49.1
1971 1.65 3.11 53.1
1972 1.90 3.25 58.4
1973 2.70 3.87 69.8
1974 9.78 11:25 86.9
1975 10.72 10.72 100.0

1976 11.51 11.29 101.9

1977 12.40 11.33 109.4
1978 12.70 10.09 125.9
1979 17.26d 11 .9 1 142.7
1980 30.22d 19 .13 I58d
1981, I 32.GOd 20.38 157"

a/ U S. dollars per barrel 
b/ 1975 constant dollars
c/ International price index, viz. the c.i.f. unit value index of exports 

of manufactured goods for developed market economies.
d/ Recent and/or revised data are taken from UN, Monthly Bulletin of Statistics. 

June 1981.

SOURCE: Norid Bank, Commodity Trade and ?rice Trends. August 1980.
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Figure 1 : '/orle Export Price Indexes for Selected Fuels, 19T5 »100

S0URC2: 1Л7, Monthly Bulletin of Statistics, April 19Ô1
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Figure 2: Crude Petroleum and. Combined Fuels .forld amort Price Indexes, 197? « 100

SOURCE: UN, Monthly Bulletin of Statistica, April 19Ô1
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Figure 3: Nominal and Real Price Paths for Crude Petroleum *

3US per

* Saudi Arabian light crude oil, 34° - 34.9° API gravity, f.o.b. Ras Tanura

SOURCE: Table 5
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Third, the extent to which conventional and nonconventional energy supplies 
may he substituted for oil appears to be rather limited, especially within 
the developing countries (U). Within the industrialized countries, empirical
results obtained by Griffin (6) suggest only a moderate degree of interfuel

1*/substitutability.— the use of nonconventional energy forms are not expected 
to figure predominantly within the iniustrialized countries in the near 
future (3;.

There have been various, interrelated consequences for the world 
economy of higher oil prices in the 1970's. Although certain aspects of 
these economic consequences will be examined in more detail belov, a general 
overview is the following.-^ An obvious, initial impact of the dramatic 
rise in world oil prices in 19i3-7^ was the decline in aggregate demand and 
associated cost-push inflation generated in the industrialized and nonoil 
developing countries» although it remains still highly uncertain as to the 
extent which global stagflation in the ?.970s is caused by higher oil prices, 
(see Table 6). Among the industrialized countries, real economic growth 
fell from a 6 per cent rate in 1973 to virtually nil in 1974, only to 
proceed at a negative 1 per cent growth rate in 1975- Meanwhile, the 
inflation rate nearly tripled the long-run'rate of 4 per cent in 1974» re
mained at 11 per cent in 1975, and then fell to 7 per cent thereafter.
A slightly different response is observed for the nonoil developing
countries. Although inflation rates rose proportionally the same 
{?bout 50 per cent) in 1974-75 as in the industrialized world, the decline 
in real economic growth rates was much less marked. A plausible explanation 
for this distinction is xoat for the nonoi.1 developing countries the 
problems of hi^ner oil prices center chiefly around their impact 
on foreign-ej.change earnings and reserves, rather than on aggregate

V  He obtains cross-price elasticity estimates of 0.25 for gas and 0.1*8 for 
coal, relative to the price of fuel oil, in electricity generation in the 
OECD countries.

H  An excellent overview of the impacts of the 1973-71* oil price rise on the 
world economy is (5).



TABLE 6: COMPARATIVE (SOUTH AU) IS7UTIOÏ RATES, 1973-78

Iudnetrialised Countries
1976-72^ 1973 1974 1975 1216 1977 1978

Inflation Rate—  ̂
Real (fcowth S m t ^

4.1 7.3 11.9 11.0 7.1 7.1 7.0

4.6 6.1 0.2 -0.9 5.4 4.0 4 .0

So noil Develop! nr Countries
Inflation Rat«^ 10.1 22.1 33.0 32.9 29.9 29.7 24.6

Real teowth Rate^ 6.1 7.3 5.3 4.1 5.0 5.1 5*2

y  Annul avers«« rate of change, 
b/ Par cent change in (SP deflator. 
c j  Per cent change in real OP. 
d/ Per cent change in real SOP.

SOURCE: Donkerley ( 2 ).

deaand. Indeed, vithout their heavy borrowing to finance current account 
deficits over the period 1973-78, there is little doubt that real economic 
growth rates aisoog the nonoil developing countries would have been Bach 
lower.

A secord obvious iapect of a dramatic rise in oil prices is the ir,̂o«s<» 
transfer fTon consumers to producers of energy. Although producers initially 
aecwaulate a large amount of unspent surpluses, these are gradually recycled 
back to oil consuswra in the fora of increased export expenditures, development 
assistance, and direct investment. Powelson (11) has estimated that of the 
additional $ 63 billion the industrialized countries paid to OPEC for oil 
imparts in 1975 over 1970, $ 35 billion was returned in the fore of increased 
exports, I k billion in the form of direct investment, and over $ 16 billion 
in the form of reserves held as deposits and securities ■ noroil develop
ing countries spent an additional $ 11 billion fcr oil \s in 1975 over

6/ Excluding official transfers, current account deficits of the nonoil 
developing countries smounted, in real terse (1977 constant dollars), 
to $ 9.2 billion in 1973, I kk.k billion in 1975, t 23-5 billion in 
1978, end $ k3.2 billion in 1980 following the 1979 oil price increase. 
As i percentage of GIP, these smounts correspond to 1.1, 5.1, 2.3, and 
3.9, .*cerectively. See (15).
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19?0, receiving $ 5 billion oack in the form of additional exports and over 
$ I billion in foreign aid. Unfortunately, the trade balances of nonoil 
developing countries with irdustrialized countries deteriorated over $ 12 
billion in 1975 as compared to 1970. Thus, relative to 1970, in 1975 the 
nonoil developing countries vere in deficit an additional $ 17 billion, which 
was financed largely by loans from governments and banks in the industrialized 
j o ? Id, from international lending agencies, and by the drawing down of reserves. 
Povelson's analysis surely demonstrates the importance within the world 
economy of the indirect as well as the direct effects of the OPEC price 
increase. However, his analysis is flawed by his neglect of the terms of trade 
effects induced by the rise in oil prices. For this reason, the income- 
transfer problem will be more carefully examined in the following subsection.

A third obvious impact of the dramatic rise in world oil prices is the 
increased debt burden of oil consumers arising from the "unpaid" portion of 
current oil imports, i.e., the difference between the increase in oil imports 
and the net change in exports. The corresponding increase in the reserves of 
oil producers tend to be held in the industrialized ountries and,as such, they 
constitute claims against future goods and services produced in the industria
lized world. Through inflation and currency devaluation, inter alia, the 
industrialized countries are in a position to defend themselves in case these 
claims are exercised. Unfortunately, for the nonoil developing countries, 
whose debts are specified in currencies other than their own, such defensive 
measures are inapplicable and they must rely on borrowing and official 
finance (inclusive of aid). Their worsening current account aggravates 
their debt-service capability (hence, creditability) so that commercial
borrowing is likely to cost more, and more of vbat is borrowed will be

njrequired to repay principal, and interest on outstanding debt.-1' For instance, 
in 1975 more than one-half of the $ 1*9 billion borrowed medium- and long-term 
by developing countries was available for imports and reserves, whereas in 
1980 less than one-third of the $ 97 billion in corresponding borrowing was . 
so available.

7/ However, the increased cost of commercial borrowing appears to be largely 
inflation-induced rather than due to increased risk of insolvency, 
especially in recent years. For example, in 1976 the LIBOR rate was 6.3? 
with a 1.7? spread for developing countri'*’’. In 1979 the LIBOR rate 
stood at 12.if but the spread for developing countries had dropped to 0.9?.
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hurden to middle-income oil importers vis-a-vis low-income oil importers.
Over the period 1970-78, external public debt as a percentage of GNP increased 
from 1 8 .1 to 2 1 .7 for the lov-income countries and from 10.8 to 17-6 for the 
middle-income group. However, the interest and principal repayment service on 
this debt as a percentage of GNP increased from 1.2 tc 1.7 for the low-income 
countries but from 1.5 to 2.9 for the middle-income group. Debt service 
as a percentage of exports actually declined for the lov-income countries 
from 12 .3 to 11.7, whereas it rose for the middle-income group from 9.3 to 
13.8. At the end of 1978, reserves among the lov-income countries covered 
3.5 months' of imports, yet reserves among the middle-income group covered 
only 2.5 months. In 1977 constant dollars, the World Bank (15) reports that 
over the period 1975-80 total debt in *the lov-income countries rose from 
$30.9 billion to $ 32.3 billion (an increase of U.5Z), whereas total debt 
in the middle-income group rose from $ 115*5 billion to $ 171.2 billion (an 
increase of U8.2%). It is generally agreed that growth prospects ir the 1980's 
for the middle-income oil importers will he favorable only if they can pro
gressively reduce their reliance on external borrowing by means of export 
expansion (7).

A recent unpublished study by UNIDO shows, however, that for the period 
1973-79 the bilateral trade deficits of the least developed countries (LDCs) 
with the 0P1C countries, as well as with the DAC countries, were both covered 
by bilateral 0DA, and particularly 0F-JC bilateral 0DA covered over 95 per cent 
of the LDC's total import bills over the same period. In the case of the non- 
LDC oil importing developing countries, 39.4 per '*ent of their bilateral trade 
deficits with the DAC countrieo was covered by 0DA, 34.1 per cent for the 
planned economies and 14.7 per cent for 0IEC countries respectively for the 
period 1973-79» The difference in the relative importance of 0DA to trade 
deficits of these two groups stems mainly from two different orders of magni
tude of their trade deficits. For instance, the trade deficits of LDCs were 
only ten per cent of those of oil importing developing countries excluding LDCs 
in 1979.

2.2 Terms of Trade Effects

Increases in world oil prices raise import costs directly to oil-consuming 
nations but also indirectly through the increased cost of other imported 
commodities. As mentioned earlier, these indirect effects may be
mite substantial am, for purposes if arai.y:: 1 :•, -nay oe taker, to result 
from changes in relative commodity prices induced by the initial rise in



IT -

CXl SxnCC ¿11, luCrCaScS lu *•** «OSw O a . ISipvTwS ILuŜ  ulwlSlawCly be
borne by the oil-consuming nation, the sum of the direct and indirect effects 
of the oil price increase is a more meaningful measure of the impact of higher 
energy prices than merely the direct effect alone. The present approach to 
this problem follows the framework developed by Tims (13) for the 1973-71*

3/price increase, however a different country classification has been adopted.-'
In order to stress the position of OPEC in the world economy, the developing 
countries have been simply divided into the two groups, C?IC and non-OPEC.
In addition, developed countries have been included as a group in order to 
capture their role in the two major increases in world oil prices in the 1970's.

The distribution of exports and imports in five major commodity classes 
is given in Table 7 for each country group in the years 1973 and 1978. These 
years, more or less, immediately precede the years in which world oil prices 
dramatically increased. The commodity distribution percentages, together 
with the export and import volumes in Table 8, provide each group's trade 
balances in each of the major commodity classes: (i) all food items;
(ii) agricultural raw materials; (iii) ores and metals; (iv) fuels; and 
(v) manufactured goods. Note that this commodity classification covers over 
95 per cent of each group's international trade, so that virtually all trade 
is being included. Export price indices for each commodity group are also 
given in Table 8 for the periods 1973-75 and 1978-80. Therefore, it is 
possible to ascertain the terms of trade effects induced by the two major 
oil price increases by expressing 1973 commodity trade balances in terms of 
price levels for 197^ and 1975 and 1978 commodity trade balances in terms of 
price levels for 1979 and 1980.

8]  Algebraically the terms of trade effects can be stated as (M. -X. ) (P^/P. ) 
where M. and X. are imports and exports of ith commodity a^otheObase1year°(0) 
respectively, P. the market price of ith commodity at the base year, and P., 
the price of itA commodity at the year 1. It is assumed that the export price 
of each commodity is equal to the import price of the same commodity. Further
more, it should be noted that the terms of trade effects measured by this 
formula overstate the impact of higher energy prices except fuels, since the 
entire portion of an increase in the commodity prices can not be attributed 
to the oil price increase alone as calculated in this paper. It is more 
likely that such commodity price increases are, to a large extent, caused by 
factors other than the oil price increase. Moreover, Belassa's formula 
(1, p.’') for measuring the terms of trade effects may yield more revealing 
results, ^"amely, they are calculated by the formula (P V  - P *X ), 
where P ^ ’ and P^. refer to percentage changes in import and export prices 
oetween years 0 and , and M and X denote merchandise imports and exports 
valued m  the base year (0) prices. The terms of trade effects are then 
further decomposed into a pure terms of trade effect calculated on the 
assumption of balanced trade in base yea.' prices, (P m - P„,x )X., and the 
effects of increased import prices on unbalanced trade, (M. - X jP.̂  m . The 
Beiassa's method could not be applied here due to lack of appropriate data 
for the groups of countries selected for this study.
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TABL5 Y : TRAD5 DISTRIBUTION OF MAJOR COMMODITY GROUPS, 1973 AND 1978
I. Distribution of Exports (£) of Market Economies

DEVELOPED DEVELOPING OPEC NON-OPEC
Commodity Croup 1973 2228 1973 1978 2 2 1 1 222§ 1973 1228
Ail food items^ 13.7 1 1 .6 21.3 16 .4 3.6 2.3 32.7 29.6
Agricultural raw
materials b/ 5.1 3.6 9.3 4.8 4.7 1 .6 12.3 7.7
Ores and metals^ 10,8 9.4 8.8 5.4 1.4 0.7 13.6 9.8
Fuels^ , 3*5 4.6 39.6 52.3 88.7 93.5 7.9 15.0
Manufactured goods^* 65.6 69.2 20.0 20.1 1.4 1 .3 32.0 37.6

II. Distribution of Impw~A (£) of Market Economies
DEVELOPED DEVELOPING OPEC NON-OPEC

Commodity Group 1973 1978 1213 1978 1973 1978 1973 1228
All food items^ 15.0 12.6 14.7 11.5 13.4 10.9 15.0 11.7
Agricultural raw
materials b/ 6.3 4.4 4.6 2.9 2.4 1.3 5.1 3.7
Ores and metals^ 10.7 8.2 8.2 7.0 10.2 7.5 7.8 6.8
Fuels^ 12.3 19.2 8.4 13.4 1.4 2.2 10.0 18.6
Manufactured goods-^ 54.6 54.2 59.7 61.2 69.9 73.7 57.3 55.3

3 / SITC 0 + 1  + 2 2 + 4
b/ SITC 2 - 2 2 - 2 7 - 2 8
c/ SiTC 27 + 23 + 67 + 68

d/ SITC 3
e/ SITC 5 to 8 less (67 +68)

SOURCES: UNCTAD, Handbook of International Trade and Development Statistics.
1976 and Supplement, 1980.
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TABLE S: TRADE BALANCES IN MAJOR COMMODITY CROUP5, 197? AND 1978
I. Exports and In ports in All Product Categories

DEVELOPED DEVELOPING OPEC N0N-0°SC

(in billions JUS) 1973 1975 1213 1978 1213 1978 1973 1978

Exports 406.7 872.0 108.8 30C.8 42.7 144.9 66.1 155.9
Imports 408.9 863.5 104.0 303.5 20.2 97.1 83.8 206.4

II. Export Price Indices for Jfejor Commodity Groups

(1975-77-100) 1973 i m 1212 1218 1979 1980

All food items 70 104 82 108 117 136
Agricultural raw 
materials 92 102 85 123 151 168
Ores and metals 91 120 98 111 143 164
Fuels, 1975-100 32 97 100 117 165 281
Manufactured 
goods, 1975-100 73 89 100 125 143 155

III. Trade Balances in Major Commodities^

DEVELOPED DEVELOPING^ OPEC NON-OPEC
(in billions JUS) 1973 1978 1211 1978 m i 1978 1973 1978

All food items (5.6) (7.6) 7.9 14.4 ( 1 .2) (7.3) 9.0 22.0
Agricultural raw 
materials (5.0) (6.6) 5.3 ' 5.6 1 .5 1.1 3.9 4.4
Ores and metals 0.2 11.2 1.0 (5.0) (1 .5 ) (6.3) 2.5 1.2
Fuels (36.1) (125.7) 34.3 118.2 37.6 133.4 (3.2) (15.0)
Manufactured goods 43.5 135.4 (40.2) (125.3) (13.5 ) (69.7) (26.9) (55.5)
Total major 
commodities (3.0) 6.7 8.3 7.9 22.9 51.2 (14.7) (42.9)
a/ Figures in parentheses are negative amounts
b/ OPEC plus non-OPEC row entries may not precisely correspond to the combined entry

for developing countries because of rounding.

SOURCES: UNCTAD, Handbook of International Trade and Development Statistics.
1976 and Supplement, 1980, and Table.



Results on these tei-as of +rade effects are reported in Table 9. The
$ 3 billion deficit in all m , ;r ities for developed countries va~
nearly $ 67 billion greater in 1; rices and over $ 6l billion greater in
1975 prices. This was principally due to the increased import cost of fuels
($ 73 billion greeter ir 197k end $ 77 billion greater in 1975), which was
only slightly offset by che improvement in the export -raings on manufactured
goods {$ 10 billion greater in 197k and $ 16 billion greater in 19*5). As a
group, developing countries' trade surplus of $ 8 billion in 1973 amounted to
$ U7 billion and $ 67 billion in 197k and in 1975 prices, respectively. Their
$ 8 billion surplus in 1978 swelled to $ ko billion in 1979 prices and, in
1980 prices, exceed $ lk6 billion. In both the 1973 and the 1978 instances,
terms of trade effects bloated fuel surpluses much more than the deficits
on manufactured goods. However, the grouping together of OPEC and non-OPEC

*
countries would seem to conceal more than it reveals.

OPEC countries, unlike their non-OPEC counterparts in the developing 
world, ran trade surpluses in both 1973 and 1978. The movement of fuel 
prices in 197b and 1975 gave rise to large income transfers with respect to 
their 1973 volume of fuel exports that caused the quadrupling of their 1973 
trade surplus in terms of 197k-75 price levels. Similarly, OPEC's 1978 trade 
surplus of $ 51 billion nearly doubled in 1979 prices and more than quadrupled 
in 1980 prices. Meanwhile, changes in the terms of trade of major commodities 
exacerbated the 1973 and 1978 trade deficits of the non-OPEC developing 
countries. The additional $ 7 billion paid on 1973 volumes in 197k jumped 
to over $ 15 billion in 1975- This was principally due to rising prices on 
their main import items, fuels and manufactured goods, but partly due to 
falling prices on all food items, their main export. Whereas the price of 
food steadily rose in 1979 and 1980, the 1978 trade deficit of $ k3 billion 
for non-OPEC countries deteriorated to $ 55 billion in 1979 and to $ 69 billion 
in 1980, as a result of the even more rapid increases in the prices of manu
factured goods and, especially, fuels.

An alternative framework for demonstrating the gains and losses from 
changes in the terms of trade is by way of an income classification of 
developing countries. The UHCTAD Secretariat has recently published unit 
value indices according to such a classification, and these are presented in 
Table 10. Unfortunately, because these indices are unavailable for the year 
1930, only the 1973-71* oil price increase can be investigated. As before, 
the large gain to developing countries vis-a-vis developed countries in terms 
of future prices obscures the fact that oil-exporting countries were huge 
gainers and the oil-importing developing countries were moderate losers with 
respect to their 1973 balance of trade. The 197k terms of trade, in particular, 
which so devastated developed courtries, actually improved the trade balances
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1773 T o l l  I (ta  WIHi—  « X ) 
at M e a s  to r  tba laarai

1778 T n l i n  ( la  M ilione 1Ш) Set ebaafw ta  tra ía
a t M i ai  fo r t u  Taan: talaaeee

Paaalooad baartrlaa 1773 IOTI 19T3 1778 m Ш 1 2 * 1975 1979 ш
AU foof itw e (5.6) (8.3) (6.6) (T.6) (8 .2) (9 .6) (2.T) (1 .2) (0 .6) (2 .0)

l p i o t t a . i l  ш  
aatarimia (5-0} (5.3) (* .6 ) (6 .6 ) (8 .1 ) (9. 0) (0 .5) 0.* (1 .5) (2 .* )

Oraa a r t  ra ta ls 0 .2 0 .3 . 0.2 11.2 1 * .* 16.5 0.1 0.0 3.2 5.3

reala (36.1) (109.*) (112.8) (I25.T) (1TT.3) (301.9) (ТЭ.0) (76.7) (Я .6 ) (176.2)

ЮадГас tarad p o to H .5 53.0 59.6 I 35. * 15*.9 167.9 9.5 16.1 19.5 32.5

fa ta i  ra ja r
(3 .0) (69.9) (6*.2 ) 6.T '(2fc.3) (136.1) (66.9) (61.2) (31.0) (1*2 .8)

lnriM a— trtaa
A ll to o t  itraa T.9 U-Т 9.3 1* . * 15-6 18 .1 • 3.2 1 . * 1.2 3.7

a p l a l t n l  rea 
■Burlala 5.3 5.9 *•9 5 .6 6 .9 7 .6 0.6 (0.* ) 1-3 2.0

Oras rad artala 1.0 1.3 1 .1 (5 .0 ) (6.* ) (7 .* ) 0.3 0.1 (1 .* ) (2.* )

raala 3*.3 108.0 107.2 118.2 166.7 283.9 É9.7 72.9 *8.5 165.7

Haiaifa«. tarai peada (*0 .2) (*9 .0) (55.1) (125.3) (1*3.3) (155-*) (8 .8) (lk .9 ) (18.0) (30.1)

Total ra ja r 
eaead ltlaa 8 .3 73.9 67.* 7-9 39-5 1*6.8 65.0 59.1 31.6 138.9

SEE.
A ll food ltraa (1.2) (1.8) (1 .*) (7 .3) (7 .9) (9 .2) (0 .6) (0.2) (0.6) (1 .9)
Agri cattarmi t u  

■■Urlala 1.5 1.7 1 .* 1 .1 1 .* 1 .5 0.2 (0.1) 0.3 0 .*

Oraa aad aatala (1.5) (0.2) (1 .6) (6 .3) (8 .1) (9 .3) (0.5) (0.1) (1 .8) (3 .0)

Taala 37.6 11*.0 117.5 133.* 188.1 320.* 76.* 79.9 5*-7 187.0

I h a i t r t B t i  food* (13.5) ( lM ) (18.5) (69.7) (79-7) (86 .*) (3 .0) (5.0) (10.0) (16.7)
le ta l  aalar

22.9 95.* 97.* 51.2 93.8 217-0 72.5 7*.5 *2 .6 165.8

AU 'bod Итак 9 .0 13.* 10.5 23.0 23.8 27.7 * .* 1.5 1.8 5.7
taricattarm i rea 

■■tarlala 3.9 * .3 3.6 * . * h.8 6.0 o.k (0 .3) o.b 1 .6

Orma aad artala 2.5 3.3 2.7 1.2 1.5 1 .8 0.8 0.2 0.3 0.6

reala (3.2) (9.7) (10.0) (15 . 0) (21.2) (36.0) (6 .5) (6.8) (6.2) (a.o)
nmifmcturmd (poda (26.9) (32.8) (10.0) (55. 5) (63.5) (68.8) (5 .9) (9.9) (8 .0 , (13.3)

to ta l Bajar 
ceraodltlaa (lfc.7) (21.5) (30.0) (*2 .9) (5*.6) (69-3) (6 .8 ) (15.3) (1 1 .T) (26.* )

SCOSCI: Tau« 8
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U S L t ÍO :< U IB  Ш  LQS3E3 ГЖЖ ТВ а <Ш Т Ш К . 1973 -  78

Q alt «г л *  ind loaa, 1975 -  100 1973 A l' o * ( la  b iШ ов ЮЗ) 1973 Balaaeaa ( ía M illó n *
ftt P ric¡«a fo r tba Toan la  A a l Torna fo r  tba Toar:

1973 1974 1976 1978 1973 1974 1976 1978 1973 1974 1976 1979

OonloDod O m trlo a
* T —* P rie ta 72 89 100 123 Krport« , f .o .b . 408.1 504.5 566.8 697.2

T g e rt P rie ta «5 92 101 122 Tapar! i ,  a . l . f . 429.9 608.9 668.0 806.9

t o a  « f A *d * 110 97 99 ICO A ada Balean* (2 1 .3 ) (1 0 4 .0 ) (1 0 1 .2 ) (1 0 9 .7 ) (1 9 .8 ) (2 2 .5 ) (2 2 .0 ) (2 1 .8 )

B tn lo U a c  c o n tri« «
A p o rt Pricea 44 101 104 118 K rp arts , f .o .b . 110 .5 253.6 261.2 196.3
Tapnrt Prloaa <8 95 102 >22 A p a rta , e . l . f . 98.9 138.2 148.4 177.4
Tora« o f Anda «9 106 102 97 A ad a A lta n « 11.6 115.4 112.8 118.9 7 .5  12.3 11.8 11.3

T ll- t o o r t m  O M ntrlaa^
A p o rt Ptloaa 26 93 107 118 b p arto t f .o .b . 44.7 158.1 181,? 200.6

lap o rt Prloaa 73 94 101 125 A p a rta , c . l . f . 22.4 28.8 31 .0 38 .4

Tboaa «t Anda 36 99 106 94 A nda A lano# 21.8 129.3 150.9 162.2 7 .8  21.6 23.1 20.5

Krport Prloaa 71 102 102 119 A p o rta , f .o .b . - 66.0 94.8 94-8 110.6

Tbport trtem 65 94 103 121 A p o rto , o . i . f . 76.4 110.5 121.1 142.2

t o  o f Trada 109 109- -95 -98- A a d r-A A a a * < 1A3) (15*7) (2 6 .3 ) (3 1 .6 ) (9 .4 ) (9 .4 ) (1 0 .4 ) (1 0 .5 )

■ lddlo-broon fe n trla a S ^
Krport Prloao 53 93 101 113 A x i la , f.o .b .* 17.2 30.2 32.8 36 .7

A pa** Prlao* 68 94 102 122 A p o rta , a . l . f . 17.6 24.3 26.4 31.6

A n a  o f And* 78 99 99 5 ¡ A ad * A lono« (0 .4 ) 5-9 6 .4 5-1 (0 .5 ) (0 -4 ) (0 .4 ) (0 .4 )

Um Incoa»

Krport Prlcoe 66 1J7 103 12T t ip o r t it f .o .b . 20.8 33.7 32.5 40 .0
laport Prlaaa 66 94 102 122 A p a rta , a l . f . 22.3 31. e 34.5 41.2

T a n a  o f Anda 100 114 101 104 Anda A ln a * (1 .5 ) 1.9 (2 .0 ) (1 .2 ) (1 .5 ) (1 .3 ) (1 .5 ) (1 .4 )

la a rt-O ara lo w f O bontrlaa^
Krport Prloaa 75 94 114 136 A p o rta , f .a .b . 2 .7 3 .5 4.1 4 .9
t c a r t  M o a* 70 95 102 123 A p o rta , a. 1  . f . 4 .0 5 .4 5-8 7 .0

f a >  o f K M * 107 102 112 111 A ada A lano « (1 .2 ) ( 1 . 9) (1 .7 ) (2 .1 ) (1 .1 )  (1 .2 ) (1 .1 )  ( 1 .1 )

¡/ M ija r p a tro la n  «apartar* fo r afcloh potro la n  «ad potro Хам prodnct a aoooorttid fo r aero tb ia  ¡0 por oaat o f to ta l exporta 

la  1974. Tbooe o o m trlaa , la  ad d ltlo a to  atab an  o f OPEO, m ia d a  Ja ca l« , B o h n la , Стопа 1 , A a a , T rin id ad  aad Tobnco.

У  Oaonloplac o o ta trlaa  not a la a a lfia d  aa « a ja r p t t n lt a  exportare.

«/ Por eap lta О Т la  1977 fro a ftOO to t i000. TU a  Incoa« cronp laalodoa tba OPKC aaabar. Bañador.

У  Por eap lta О Т la  1977 a rfa r IJOO. Tb ia Innna« (п а р  m ia d o * In co la  aad tba 0ПС « « iban , Tndncoala aad IIc a r ia , 

a/ ib a  O I o ff lo la l ca ta fo rr ° f  th lr ty  oonatrlaa . Tba f a ll H a t l i  am entad la  tppendlz Tabla 1 . 

tj A *  1973 trad * balaao« doflatod bp tba p ro e a llla c  ta n a  o f trad a .

SOOBCX: U»CÍ1 D, lUrrfboolc o f In tarnatlo nal T rid a  «r.d Deaelobnont tta t la t lc a . SBTPlaaort 1980.



of middle- and lov-income developing countries in contrast to the least- 
developed countries. However, subsequent movements in the terms of trade, 
viz. in 1976 and 1978, clearly favoured only the middle-income countries.
In real terms, however, all income groups exhibit a modest, fairly stable 
trade deficit over the period 197**-78 on their 1973 balance.

2.3 Balance of Payments

The deterioration in the position of the oil-importing countries, as 
calculated from 1973 and/or 1978 volumes of trade, does not take into account 
the impact of changes in the volume of trade in intervening years. As 
discussed in the overview of subsection 2.1, higher oil prices can induce 
adverse volume effects (e.g. reduced level of exports to industrialized 
countries) as well as adverse terms of trade effects for oil-importing 
developing countries. The appropriate framework for such general considerations 
is the balance of payments summary. This approach has been utilized recently 
by Belassa (l) in order to assesr the overall effects of the 1973-7** oil price 
increase on a selected group of nonoil middle-income countries. Howevei, it 
has not as yet been extended to the low-income countries or, more specifically, 
the world's least-developed countries. The emphasis here is on the latter 
since, in contrast to developing countries in general, their capacity to 
diversify exports in response to diminished demand and to cut back energy 
imports in response to higher oil prices is particularly limited.

Th t data displayed in Table 11 tell the story. Oil-importing developing 
countries have experienced large deficits on current account ever since the 
drastic increase in world oil prices in 1973-7**. The financing of these 
deficits was made possible through substantial amounts of capital flows, pre
dominantly bilateral finance in the form of private flows from DAC members 
(especially, overseas direct and bilateral portfolio investments) and 
international bank loans. The $ 8 billion increase in reserves fell to 
$ 2 billion in 197**, and oil-importing countries actually lost nearly $2 
billion in reserves in 1975* The impact in 197** was clearly related to the 
higher cost3 of oil imports, but the impact in 1975 largely resulted from 
the reduced volume of exports shipped to '¿he recession-ridden industrialized 
world. The ensuing period, 1976-78, bear witness to renewed increases in 
reserves. For the least-developed countries, capital financing of deficits 
on current account mostly took the form of ODA bilateral and multilateral aid,
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a i u l i : u u > c s  cr n ito n s  x a u ja a  roe o iL -n w cgao  « m o w »  c o g g a ro , 1973- 7»___________________________________________ _

-- a t nyaaaXm t a u r l o  for C l' '  p-.-ttn« l. s t r lM , 1973-78. I L  lalaae« of r u M t a  ’ -------- fo r lw a t  Smlopod Cwmtrl.« ,  197

( la  M l Ilona « f  IDS) m i m i m i 1978 m i 1978 (in M ill  *  of K b; 1973 1974 m i 197« 1977 1977
1. f tm n i to.8 30.8 33.7 27.5 25.8 34.3 1* P ir r a t  Accognt ft f i a t 1.2 2.5 3.3 1.8 1.8 3.7

Doflclt w  toot«, f .o .h . 5 .8 2  9 30.5 17.9 15.2 22.5 l . f l c l t  «a «oata, f .o .b .. 0.9 2 .0 2.8 1.7 ¿ 2 4 .0
Saflo lt aa Som e««, Mt 7.7 11.2 13.1 14.0 18.2 19.3 Daflelt «a aarrleaa, aat 0.« 0 .9 1.1 1.0 1.2 1.5
Law M n t i  t n n f t n -2 .5 -3 .4 -3 .9 -4 .4 -3 .8 -7 . ; laaa p r in t  • tiaoafara -0 .3 -0 .3 -0-5 -1.1 -1 .« - 1.8

2. 17.8 31.9 38.7 42.1 43.2 49.4 2. Long T«ra n T * * ,ln*’ 1.5 2 .3 3.8 3.1 3.4 3.7
* lm t« r « I  flaaso« o f 74 .6- 2T.9- 3325 3 8 .6 36.« 42*0 U la ta n l  finance of 1 .0 1-5 2-5 2 .0 " 2*2 2.2

oklaki o n ^ 5.1 7.9 10.3 9-8 8.5 9.1 afeleti 0.7 1 .2 2 .0 1.6 ijs 1.9Otter̂ 9.5 20.0 22.8 27.0 28.1 32.9 Ot\ at^ 0.3 0 .3 o . ; 0.4 0.4 0.4
teltllm taral f l a m  of 2.4 3.4 4.8 4 .8 8.1 8.8 HaltllAt«T*l fia u e «  o f 0.4 0 .7 1.1 1.0 1.1 1.2

teloki 00*-^ 1.3 1.9 2.1 2.7 3.7 3.9 «Uahs O D^ 0.4 0 .7 1 .0 0.9 1.0 1.2OtterŜ 1.1 1.5 2*1 2.1 2 .4 2.9 Otta*̂ 0.0 0 .0 Otl 0.1 0.1 0.0
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reflective of their inability to borrow coanercialT /. Reserves remained 
virtually unchanged through 1973-75» however comparatively large increases 
were recorded in 1976-77 corresponding to the improvement in their current 
account deficit. The large deficit in 1978 again reduced their reserves to 
nearly zero.
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SECTION 3: LONG RUN IMPLICATIONS OF HIGHER ENERGY PRICES FOR
DEVELOPING COUNTRIES.

3.1 Basic Assumptions

The most comprehensive and thorough assessment of the impact of higher 
energy prices in the 1980's on the growth of developing countries is that of 
the World Bank (15). For this reason, as a point of departure, the assumptions 
and projections of their global model /"ill be employed here. Of the two 
alternative scenarios analysed by the World Bank, the assumptions and 
projections underlying their "high case" scenario have been selected. This 
scenario characterises a much more successful adjustment to the oil price 
increase of 1979 in the world economy than does their "low case" scenario, 
with economic growth rates slowing less in 1980-85 and accelerating more in 
1985-90. Two f rtors motivate this selection of scenarios. First, the 1980 
"high case" scenario essentially corresponds to the World Bank's 1979 "base" 
case (vis-a-vis their "high" and "low" cases).-1 Thus, it may tend to be 
less influenced by the obvious pessimism that surrounds the 1980 Report.
Second, the "high case" scenario appears to be more credible in light of 
recent growth trends in the industrialized world. Fundamentally, the "low 
case" scenario is distinguished from the "high case" scenario in that it is 
much less optimistic about the rate of economic recovery in the early 1980's 
among industrialized nations. In the final analysis, however, the particular 
scenario chosen is a matter of preference and will, in any event, not detract 
from the conceptual exercise undertaken in the following subsection. The 
quantitative projections, however, may differ substantially.

Certain key assumptions on growth and trade in the world economy are 
set out in Table 12, and these are found to have some interesting implications. 
Developing countries are projected to increase their share in world 
manufacturing trade from 10 per cent in 1977 to lh per cent by 1990 and in 
world fuel trade from 2b per cent in 1977 to 28 per cent by 1990. Their

?/ See World Bank (lU).
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world shares in primary eomodities and nonfactor sendees are predicted to 
change only slightly. Over the period 1977-90 merchandise exports are 
projected to grow at approximately a 6 per cent annual average rate within 
both industrialized and developed countries. Assuming that real energy prices 
grow at a 3 per cent annual average rate, oil-importing developing countries 
are predicted to increase their share of world oil imports from 23 to 27 per 
cent over the 1980's at the expense of the industrialized countries. Oil 
import costs will therefore rise from $ 58 billion in 1980 to $ 198 billion 
by 1990 for the oil-importing developing countries, with most of this sum 
(about 9b per cent) being borne by the middle-income group.

For the low-income oil-importing countries to achieve the real growth 
rates in Table 12,the gross domestic investment rate would have to rise from 
21 per cent in 1980 to 25 ?tr cent by 1990 and the gross domestic saving 
rate from 19 per cent in 1980 to 21 per cent by 1990. Whereas the middle- 
income group would need to maintain their gross domestic investment rate 
at 25 per cent, they would need to raise their gross domestic saving rate 
from 23 to 25 per cent over the same period. In real terms, current account 
deficits for the low-income countries are predicted to rise from $ 7 billion 
in 1980 to $ 12 billion in 1990 and, for the middle-income group, to fall 
from $ 36 billion in 1980 to $ 27 billion in 1990. By 1990 the current 
account deficit will be U per cent of the GNP in low-income countries but 
less than 2 per cent in the middle-income group. The $ 9 billion capital 
inflow required by low-income countries in 1980 is expected to rise to
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$ 33 billion by 1990. In middle-income countries, financing requirements 
axe expected to rise from ¡3 U7 billion in 1980 to $ 95 billion by 1990. 
Outstanding total debt will hav̂ i nearly quadrupled for both income groups 
over the 1980 levels, from $ U6 billion to $ 182 billion in the low-income 
countries and from $ 2k2 billion to $ 77k billion in the middle-income countries.

3.2 Capital Requirements

Reliable estimates of capital requirements in the 1900*s for the oil
importing developing countries are not possible. The projected distribution 
of output for 1990, taken from World Bank (lk), appears in Table 13. The 
1978 distribution, published in World Bank (15), is used os a proxy for 1980, 
and the 1985 distribution had to be interpolated. These sets of distribution 
figures, together vith the World Bank's projections for real output, enable 
the determination of the distribution of increases in real output by major 
product sector: agriculture, industry (inclusive of manufacturing), manu
facturing, and services. Ratios of capital (plant and equipment plus 
inventories) to output are taken from Stern (12) for the $ 200 (low income) 
and $ 1550 (middle income) per capita GBP levels. The total ratios differ 
from the direct ratios in that the former include both direct and the 
indirect capital requirements (or capital "multiplier" effects) associated 
vith the activity. Unfortunately, his sectoral classification is relatively 
disaggregated (30 sectors) and is not directly applicable. Particwlsr sectors, 
considered to be indicative of their more highly aggregated counterparts, 
were chosen as a compromise solution to the problem (see note d to Table 13). 
The resulting direct and total investment figures are, therefore, highly 
tentative and possibly misleading.

A summary of the results is as follows. In order to achieve the 
additional $ 233 billion in real output by 1985, middle-income oil importers 
will need $ 266 billion in direct capital and over $ k50 billion in total 
capital. The additional I 580 billion in real output by 1990 will call for 
$ 682 billion in direct capital and over $ 1,157 billion in total capital.
The overwhelming bulk of these capital requirements are in the industrial 
(especially, manufacturing) and service seciors of the economy. For the
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lov-income oil importers, the additional i ^5 billion in real output by 
1985 will necessitate an additional $ 52 billion in direct capital and over 
$ 90 billion in total capital. The extra * 106 billion in real output by 
1990 calls for an additional $ 123 billion in direct capital and over $ 213 
billion in total capital. Again, much of the needed capital resides in the 
industrial and service sectors, however over 10 per cent of the capital 
requirements must be allocated to the agricultural sector. The mechanisms 
and bottlenecks involved in financing these capital requirements are discussed 
in World Bank (15).

3.3 Policy Issues and Recommendations
*

Higher energy prices in the 1980's may tend to impede growth and 
industrialization in the nonoil developing countries through both direct 
and indirect means. By raising their energy import bill and, hence, re
ducing their capacity to import capital goods and raw materials needed to 
support an expansion in industrialization, higher energy prices exert a 
direct negative impact on growth in the nonoil developing countries. 
Correspondingly, by retarding growth rates and stimulating inflation in 
the developed countries, higher energy prices tend to register an indirect 
negative impact on the nonoil developing countries via reductions in the 
demand for their exports and in the H o w  of concessional and nonconcessional 
assistance from the developed countries. There are several steps that can 
be taken tc mitigate these negative impacts and, thus, to enhance the grovth 
prospects for the nonoil developing countries in the 1980's.

First, the nonoil developing countries should strive to increase their 
exports and domestic investment in the 1980's. Whereas continued emphasis 
on import-substitution strategies (e.g. curbing nonessential imports, shifting 
production toward less import-intensive commodities, and replacing more imports 
by domestic production) may be advisable for the near term, during which the 
slowdown in world trade precipitated by the recent round of oil price increases 
adjusts to large transfers of reserves to the oil-exporting countries (viz. OPEC) 
and to the induced changes in commodity terms of trade, policies designed to 
promote exports (less reliance on quotas and administrative controls, tariff 
reduction, etc.) are clearly preferable for most of the decade. Invard-looking
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policies, after all, not only stifle intra-group trade within the developing 
countries but also prevent the orderly expansion in trade opportunities made 
possible by the anticipated recovery of developed economies in the mid-1980'a. 
Similarly, increases in domestic -lavings and investment rates within the oil- 
importing developing countries, as veil as improvements in the productivity 
of existing and nev investments, can contribute substantially to their adjus
tment and growth throughout the decade. The spectacular grovth performance 
of Brazil and South Korea, for example, during the difficult adjustment 
period of l97fc-78 following the first major oil price increase, is ample 
testimony to the import «ince of maintaining high levels of productive 
investment.

Second, whereas the growth prospects for the oil-exporting developing 
countries are quite impressive, a balanced investment of their oil revenues 
in both the nonoil and oil sectors is imperative for the early 1980's. Ihis 
will enhance their creditworthiness and facilitate their efforts to borrow 
conmercially in order to sustain their grovth in the late 1980’s W / The role

10/ Although less than 25 per cent of the $ 75 billion borrowed medium- and 
long-term by developing countries in 1980 vent to oil exporters, by 1990 
more than 28 per cent of the estimated $ 178 billion borrowed by developing 
countries will go to the oil-exporting countries. See World Bank (15).
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Arabia) is, of course, essentially unique. The achievement of projected 
grovth rates in the vorld economy depends directly on their villingness to 
avoid large oil price increases and oil supply interruptions, and indirectly 
on their villingness to recycle oil earnings by means of increased holdings 
of foreign assets, expanded purchases of exports, and additional financial 
support to the developing countries. Moreover, even if such villingness 
prevails, there are those (18) vbo believe that the capacity of the Inter
national capital markets to recycle oil surpluses is inadequate to the task 
ahead. Accordingly, a greater burden must be assumed by official agencies 
in helping to achieve the financing requirements of the developing countries, 
especially the lov-income oil importers.

Finally, the industrialized countries can assist the nonoil developing
countries in basically three vays. First, as the major market for exports
from the developing countries, the industrialized countries should avoid
excesses in deflationary monetary and fiscal policies and, at the same time,
should strive to 3iberalize trade by avoiding the use of exchange-rate
depreciation, export subsidies, and import protectionism. Second, as the
major source of finance for the developing countries, the industrialized
countries should reverse the tendency for their aid to fall as a percentage 
of GNP and encourage the expansion in lending from their commercial capital
markets. Third, as the major consumer of the vorld's energy (viz. oil), the 
industrialized countries should continue to adopt pricing and conservation 
policies that reduce their energy-GNP ratios and to expand expenditures on 
exploration and exploitation of conventional fossil fuels and on the development 
of feasible, nonconventional energy sources. Taken together, these policies 
ought to improve the export earnings of the nonoil developing countries, 
reduce their energy import costs, and provide the necessary deficit financing 
to tide them over the adjustment period of 1930-35. Whether the indust
rialized countries are villing to incur and maintain larger deficits as a 
result of these policies is uncertain, but the grovth prospects for the nonoil 
developing countries over the longer terra of 1985-90 vould certainly seem to 
be less bright othervise.
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Bang ladesh 1972 636 94 6 1 ,7 2 9 24 37 1 ,2 3 5 76 17
1979 1,301 94 6 3 .2 7 6 38 40 2 ,355 74 27

B a d a i9 6 0 0 8 2 39 0 10 100 5
1970 0 136 50 0 33 100 12
1979 0 199 57 0 5 100 25

Bo tanas» 1970 _ _ 30 100 -

1979 - - 420 100 —

B u r n ii 1962 0 30 IO 0 0 100 5
1973 3 100 зз 9 9 1 130 6
1979 10 100 58 13 17 1 100 3

Cape T a rd * i9 6 0 0 9 45 0 1 100 5
1970 0 13 49 0 7 100 2б

1979 0 48 ISO 0 9 100 28

C a ctU sl I9 6 0 1 100 47 37 1 8 0 6
A fr ic a s 1970 5 100 102 57 5 47 6 26
R e p u b lic 1979 7 100 88 41 7 62 6 29

t a d i9 6 0 0 35 12 0 8 100 3
■970 • 0 60 16 0 42 100 12
1979 0 97 22 0 63 100 14

Ouso ro a 1962 0 5 22 0 1 100 5
1970 0 12 44 0 2 100 7
1979 0 19 58 0 4 100 12

ItM o p ia i9 6 0 6 100 173 в 3 102 55 5
1970 32 100 675 27 5 5 0 2 50 21
1979 48 100 501 16 10 720 46 24

t a b la i 960 0 9 24 0 5 100 13
1970 0 22 48 0 13 100 2 8

1979 0 69 1 1 8 0 35 100 60

fin i T if i 19 6 1 1 100 308 97 0 134 93 42
1970 3 100 361 92 ■ 1 388 94 99
1979 10 100 414 85 2 495 84 IC I

H a it i i9 6 0 0 132 36 0 90 100 25
19 7 2 9 100 178 41 5 118 47 28
1979 26 100 256 52 10 280 23 57

Laca i 960 0 41 18 0 13 100 6
19 7 1 1 100 204 42 0 16 38 29
1979 71 100 239 52 30 600 4 102

M alaw i 1964 1 10 0 139 37 1 57 32 15
19 7 0 16 100 184 41 9 145 10 32
1979 71 100 317 54 22 340 IO 58

M ald ives 19 70 - 1 1 n 9
1979 - - 3 100 21

M all I960 0 63 >5 0 15 n o Л

19 70 3 100 100 20 3 57 51 11
1979 6 100 179 2в 4 100 55 15

S ap a l 1960 i 100 42 5 2 11 36 1
19 70 7 100 >55 14 5 76 29 7
1979 18 100 144 11 13 195 26 15

B iffa r i9 6 0 0 16 5 0 3 100 3
17 7 0 0 V 24 0 39 1 ю 19

1979 0 ZZI 44 0 4ú no 18

Rivenda 1962 1 100 43 15 2 10 0 3
19 7c 11 9 >1 39 и 23 81 1 21
’229 ->1 i 95 05 ¿9 22 ’ «0 л 33.

f
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Samoa 1962 1 100 1 1 37 9 6 17 51

1970 1 100 16 113 6 11 45 77

1979 1 100 39 2 j0 3 30 77 192

So m alia I9 6 0 0 42 19 0 11 100 5
1970 0 103 37 0 28 100 1‘.<

1979 0 284 80 0 72 100 20

Sudan 1963 3 100 759 59 0 163 85 13
1970 12 100 2 ,0 8 8 148 1 392 74 28

1979 61 100 2 ,279 12 8 3 900 44 50

Ih n sa n ia i9 6 0 i< 14 86 423 _ 3 166 43 -

1970 41 7 93 762 57 5 479 36 36

19 ry 67 3 97 II6 43 9 700 25 39

Uganda i9 6 0 49 10 0 224 30 2 2 420 57 34
1970 94 10 0 694 71 1 4 778 2 54

1979 79 10 0 362 27 22 650 2 34

Upper V o lta i9 6 0 0 24 5 0 8 100 2
1970 0 «9 13 0 27 100 5
1979 0 15 6 23 0 90 100 13

T « ie u 1961 0 38 8 0 7 100 2
1970 0 81 17 0 18 100 4

1979 0 396 68 0 72 100 12

Taaan DR i9 6 0 0 296 299 0 144 100 14 6

1970 0 388 270 0 192 100 134

1979 0 956 520 0 245 100 133

a/ in thousand metric tons of coal equivalent 
b/ kilograms of coal aquivalent per capita
c /  ratio of production to ronsuoption of primary cosnercial a'.trgy, expressed as a percentage 
d/ in B il l io n  kilowatt hours 
a/ kilowatt hours par capita

SOURCE: Shitad Bations, World 5iargy Supplies 1950-1974. and 1979 Tearbook of World Energy Statistics,
various'tables.

VOTES:
1) Data unavailable for Bhutan and Lesotho, 
z) Sjnbol aaans "data unavailable".
3) Symbol "0" aaans "less than 0.; of the unit specified".
4) Idta by country are given for the yea- 60, given data availability; otherwise, the year in

which data art available (e.g. 1962 for Burundi) is substituted.
5) D*ta for Tang»ny<c* And &inzib*r at« ut«d for TanzAniA in I960.



iWCPIl TJU 3« fOSSIL TOtt, ncuu ISO HTOUOUC HESOUSCSS I» SB LSC’3
O li «nd S u  H w w re«« ( u  o f 1979)

oocm r e e s
, nsans/ 

picdoctio*2 Ftam cnav

ifgtaa istaa - 3.0 -

337. 2^ 1.2 281
taada - 0 •

Goal Beaoercee (aa o f 1977)

GUUBilKT taotmcBr̂ BSSST PSODOCTI«^
BSBREV
Piom cnas

lf ( b u lit ia 85 - 250 -

*1*4'^**^ l ,6 U 59i 0 -
Botsaaaa 100,000 3,500 330 10,600

Sm odi - - TO -

S a lti 7 0 -
» la v i 14 - 0 -

360 - 2 -

O rm i» laaoazeoa (aa o f 1979)

UUWKU SfSOOKKS^ n a w g S / PBOEOCTICS-̂
b e o t e /
raom cfKB

Caat. Ifrlean  18 18 0
lapaello

S itar 213 160 2.3 70

SOOSCKSt P ro d aetlo a to t»  «ad d ata a i  m a l ia  raaoureaa a n d j 

hudrooioctrio power a ra  fto a  tha 1979 Toarbook o f io r ld  a m T r  

3 ta t la t ic e .  (fe lto d  B it  lo c a . 9 a ta  sa  fo c a li A la i raaoureaa «ad 

m o rrà«  a ra  f*e a  tfo rld  3«ak ( j£ 6 ) .

R rd re c ltc tr ie  C to ie lt r  (a a Of 191.7)

ooornet O R U n K
■ I I I

ctim t«u c t io b * u m o

tfjh a n la U n 245 245 0 0

O— 756 80 50 100

C a at. ifr le a n  
« c a b ile -4« 16 -w-

StM o p la 468 206 0 262

P alm a 50 50 - -

S a lt i 47 47 - -

Laoa 47 o47 - -

■ alaal 667 SI 9 0 5 10

Ito li 6 6 - -

B o ta i 36 36 - -

JH W da 165 34 0

■Scena .1 -1 A _  0 .

9odaa 1 1 0 1 1 0 0 0
f ia a & ii 188 188 - -

Born ia 156 156 - -

« /  la  e ll lio n  a a tr le  toa« o f eo a l « q a ira la n t

y  la  tboaaaad « a tr io  to a• o f eo a l a q a lo a la a t

cj la  a o tr le  tona

d / la  thouaaaa k llo w a tta

«/ 4.9  »  o li «ad 332.3 ■ ■  aoaaaooclatad  0*
■ O IS :

1) ¡7«boi a«obi 'data onorailabi«".
2 ) S jab o l *0 " «aana " la ta  th aa 0 .5  o f tb a  o a lt a p a o lflo d ” .






