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Preface

The projections and analysis contained in the World Economic Outlook are the
product of a comprehensive interdepartmental review of world economic devel-
opments by the staff of the International Monetary Fund., This review is carmied
out biannually and draws on the information the Fund stafl gathers through its
regular and special consuliations with member couniries as well as through its
econometric modeling techniques. The project is coordinated in the Research
Department and draws on the specialized contributions of staff members in the
Fund's five Area Departments, logether with those of staff in the Exchange and
Trade Relations and Fiscal Affairs Depariments. The World Economic Outlook
has been published annually since 1980 and biannually since 1984,

An earlier version of the material in this report was the basis for a discussion
of the world economic outlook by the Fund's Executive Board on Seplember 6
and 8, 1985, The curment version benefits from commenis by Execulive Directors,
However, the descriptions of developments and policies that the repor contains.,
as well as the projections for individual countries, are those of the Fund stafl
and should not be atiributed 1o Executive Directors or their national authorities.
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Conventions and Symbaols

A number of standard conventions have been emploved in armiving al the
projections in the report. It has been assumed that the average real exchange
rates for the major currencies of a recent period (the four weeks ending
August B, 1989) will prevail through the end of the forecast period; that “present™
policies of national authorities will be maintained; and that the average price of
ol will be 516 a barrel in 1989 and $16.35 in 1900, These are, of course, working
assumplions rather than forecasis, and the uncertainties surrounding them add
1o the margins of error that would in any eveni be involved in the report’s
projections. The estimales and projections themselves are based on statistical
information available on or before September 12, 1989,

The following symbols have been used throughout this report:
1o indicate that data are not available;

== 0 indicate that the figure is zero or less than half the final digit shown,
or that the item does not exist;

= between years of months (e.g., 1988=8% or January=Junc) to indicate the
years of months covered, including the beginning and ending years or
maonths;

[ between years or months {e.g., 1988/89) to indicate a crop or fiscal
(financial) year,

“Billion™" means a thousand million.
Minor discrepancies between constituent figures and totals are due to rounding.

L] L] L

It should be noted that the term ““country” used in this report does not in all
cases refer to a territonial entity that is a state as understood by international law
and practice. The terms also cover some termtorial entities that are not states
but for which statistical data are maintained and provided internationally on a
separate and independent basis.

©lInternational Monetary Fund. Not for Redistribution



Introduction

World Economic Outlook—Prospects and Policy Issues

After two years of very rapid growth in 1987 and
1988, there are now signs that the ccomomic ¢xpansion
in the industril countries is moderaling (o more
sustainable rates. Inflationary pressures have built up
over the last vear, reflecting high levels of resource
utilization as well as certain temporary factors, but
monetary conditions have been tightened substantially,
and while the risk of a dangerous acceleration of
inflation still exists, it appears to have diminished
somewhat., Growth has also been strong in many
developing countries, particularly the exporters of
manufaciures, owing partly (o the rapsd expansion of
world trade. However, performance has been less
salisfactory in three important areas: the pace of
external adjustment among the largest industrial coun-
trics appcars to have slowed over the past year;
unemployment has remained high in some European
countries; and cconomic aclivity continues 10 be weak
in most of the heavily indebted developing countnes
amd in the low-income countries of Africa.

In the industrial countries, a continued moderation
of outpul growih is expected in the second half of 1989
and in 1990, bul the economic expansion is nevertheless
expecied o be susiained al an acceplable pace. At the
same time, inflationary pressures would diminish grad-
ually. These projections assume the continuation of a
firm anti-inflationary policy stance. If the projected
slowdown in demand does not materialize—lor ex-
ample, a5 a result of a premature casing of monetary
conditions—an intensification of price pressures could
nol be ruled out given the prevailing high levels of
resource ulilization. In that sitluation, a more substan-
tial tightening of monetary conditions would be re-
quired at some stage. with adverse consequences for
interest rates, economic activity, and employment, At
this juncture, the possibility that the ongoing moder-
ation of growth would turn into a pronounced cyclical
downlurn seems unlikely given the absence of major
cyclical imbalances—such as a large invenbory over-
hang or an erosion of profit margins—that tvpically
EMErEE Prior 1o & recession.

The prospect of sizable and persistent curment ac-
count imbalances among the three largest industral
countries continues o cloud the medium-term outhook.

Indeed, in the next few years the pattern of demand
and owtpul growth among these countnes 15 nol ex-
pocted to develop in a direction that s conducive 1o
a further reduction of external imbalances. To diminish
the risks associated with a continued build up of
external assels and liabilities and to strengihen the
credibility of the policy coordination process. both
deficit and surplus couniries need fo coniribuic 1o
bringing the exiernal adjustment process back on track,

In the major deficit countries, the current high rates
of capacily ulillization provide favorable conditions
under which to reduce further fiscal deficits and im-
plement structural reform measures, The Canadian
authorties recently have announced significant steps
1o tackle their large fiscal imbalance and the federal
deficit of the United States has been reduced some-
what; but further deficit reduction measures will be
needed in these countries, and a major effort is now
reguired 1o tackle the large fscal imbalance of Daly.
Action to strengthen public finances in these countries
would raise national saving, make room for an im-
provement in the foreign balance, and reduce upward
pressure on inflation and interest rates, In the structural
area, the countries with external deficits, including the
United Kingdom, need to devote special attention 1o
removing distortions that affect privite saving and
investment decisions.,

There is also an wrgent need for a more determined
effort 1o address structural distortions in Japan, the
Federal Republic of Germany, and other surplus coun-
tries. Such distortions hinder efficiency by insulating
cerain sectors from market forces. Implementation of
structural reforms would help to enhance potential
outpul growth, dampen inflationary pressures. facili-
tate external adjustment, and reduce uncmployment,
Macroeconomic policies in these countrics should
continue to sustain adequate growth of domestic de-
mand consistent with the objective of keeping inflation
under control. The current buoyancy of demand sug-
gests that an expansionary shift in macrecconomic
policies is not warrunled at present, but these countries
should be prepared 1o take timely steps should the
need arise.

The need 1o restore adequate growth in the devel-
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oping countrics with debt-servicing problems remains
particularly urgent. After close to a decade of unsat-
isfactory economic performance. it is ¢lear that con-
siderable additional efforts are required by the indebied
countries themselves, as well as by the international
communily. The maintenance of satisfaciory growth
in the industrial countries remains a crucial require-
ment for the success of the debt strategy, and it has
been a major contributor 1o the reduction of the debi
burden of some countries in the past few vears, Also,
1 enable the developing countries (o expand their
exports and strengthen their debi-servicing capacity,
the industrial countrics have a major responsibility—
shared by the developing countrics themselves—of
reversing the recent rise in protectionist barriers,
resisting the tremd toward managed trade, and moving
decisively 1o reduce existing trade restrnictions on a
multilateral basis. Moreover, there is a need to rein-
force recent steps taken by official creditors to address
the continuing poor economic performance of low-
income indebied countries. Many of these couninies,
cspecially those in sub-Saharan Afnica, are projected
to expericnce further declines in their already de-
pressed standards of living, reflecting fundamental
structural defciencies, and in spite of substantial
inward resource transfers.,

Two elements of the debt strategy that have been
pariculardy problematc are the ¢fforis W improve
cconomic performance in the indebted countnes through
migre appropriate fiscal, monctary, and structural pol-
icies, and the need to lower the net outward transfer
of resources, particularly from the middle-income

debtors. The strengthening of the debt strategy that
has taken place since the beginning of 1989 is based
on the recognition of the complex links that exist
between the developing countries” debl-servicing ¢a-
pacity, their overall debt burden, and the incentives
for consumers and investors (o increase saving and
capital formation. Together with an adequate fow of
new lending from commercial and official creditors,
the growing imporiance of debt and debi-service re-
duction in the menu of oplions should help 1o promote
growth by increasing the availability of resources in
debt-problem countries. Al the same time, it is im-
portant to realize that debt reduction is no panacca
and that strong adjusiment measures remain the key
to fundamental improvements in coonomic perfor-
mance.

This report is organized as follows. Chapter [ reviews
recent developments in the world ecconomy and pre-
sents the Fund staffs projections for 1989 and 19940,
Chapter 1l presents the medium-term outlook for the
industrial countrics and examines a number of alter-
native medium- and long-term scenarios, and Chapler
I discusses major policy issues in the industrial
countries. Chapter IV presents the medium-term base-
line scenarno for developing countries and analyzes
the conditions required 1o restore adequate growith. !

! Begennang with this issue of the World Ecosomic ik,
Greece and Porugal have been classified as indusirial countries,
The aggregate indicators ia this World Evosomsiic fhenlosd are
ikerefore mot siricily comparable with those shown s previoas
repodts,
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Chapter 1

Current Situation and Short-Term Prospects

Economic Activity

Industrial conntries. The staff s projections envisage
a continuation of the recovery that began late in 1982,
one of the longest on record. However, these projec-
tions point to a gradual moderation in the pace of
expansion in the indusinal countries during 1989 and
19940, following two years of rapid growth (Tables |
and 2 and Chart 1). Real GNP i= projected 1o rise by
3% percent in 1989 and by nearly 3 percent in 1994,
compared with almost 4% percent in 1988, The average
annual growth rate for 198990 would be broadly in
line with estimates of the underlving rate of growth of
potential cutput.

In the Linited States real GNP.growth accelerated
from 3% percent in 1987 to 5 percent in 1988 and is
expected to fall to about 2% percent in 1989.7 The
expansion of domestic demand slowed significantly
during 1988 and early in 1989, as the tghtening of
monetary conditions since the beginning of 1988 began
to affect interest-sensilive components of expenditure,
Eeal net exports, which weakened in the second half
of 1988, have strengthened since the turn of the year.
However, the tendency toward domestically-based
growth is expected 1o continue this year and in 1990,
After boosting GNP growth by a full percentage point
in 1988, net exports are likely to raise the growth of
real GNP by only ¥ of 1 percentage point in 1989,
and to lower outpul growth by about Y of | percentage
point in 19940,

In Japanr, growth remained very strong early in 1989
but it is expecied o moderale (o a more sustainable
pace during the balance of the vear. The expansion of
domestic demand is expected 10 decelerate, although
it would remain relatively strong; the negative conin-
bution from the external secior is likely to decline this
year, and to be partly reversed in 1990, Following
particularly buovant growth in 1988, when real GNP
rose by about 5% percent, output is projected 1o con-
tinue growing at a relatively rapid pace—3 percent in 1989

! These evlbmates e adjusied for the mmpact of the drodght in
1988, Before adjusiment. the growih of real GNP was 4.4 percent
in 195K nped 18 projectied &l 1.9 percenl (n 1589,

and 4% percent in 1990, Business invesiment would
provide the main impetus, increasing by 15 percent
this year—almost as much as in |988—before slowing
in 1990. Following fluctuations in the first half of 1989
resulting from the effects of a new consumption tax,
privale consumplion is expected lo grow at an annual
rate of about 4% percent through the end of 1990,

In the Enropean Community growth is also projected
to moderate, from 3% percent in 1988 to about
3% percent in 1989 and to 3 percent in 1990, The
slowdown would reflect initially a weakening of con-
sumplion; the growth of business invesiment would

Table 1. Comparison of Current Estimates with
April 1989 World Economic Qutlook Projections

{Annual chamges in percent, unless otheraise noded)

fferenses
fram Apdil 1989
Currest Estimates Estimatcs

IS8T 19EE 1589 1990 (%69 1590

World cutpu A3 40 X} L% =03 =03
Indusirial cousmes 1.5 44 15 19 | —
Developing comntrics 3.6 -l.i 3z 40 =01 =02

’

4.9

1.1

Fusl exporices =2 13 03 04

P}
Mon-fuel exporters 3.3 13 42 -4 -05
(nher cowntries’ 2.0 LY 18 =16 =13
‘Warld Irsde
Volume 65 90 A% 57 .1 =03
Export prices of non- 3.4 182 -1.7 -80 -32 -31
ol comamodities
{in LI.5, dollars)
Ol prices M2=199 &5 11 T4 -5
{in L5, dollarsy*
Infsteon®
Indusinial couniries g 33 43 3%  oF 4
Developing coantries 4186 708 855 345 4000 182
Skx-month LIBOR 73 &1 9E 0 -04 -0
{in percemi)®

Mote: The current progections sssume coastant real effective
exchange rates from the average level prevailing in ibe foor weeks
ending Augusi B, 1989, This assamption implies a real appreciation
of the U.5. dodlar by some 5 percent relative to the Apnl 1559
eslimabes.

"IULSER. and Easterm European coantries thai are nod Fand
meembers.

! Assumplions for 1969 and 1950,

" Export anil valee oh U5, dollar terds of the 12 mdgor oil
EXPHTIRE COURCS.

* Comsumer prices: weighled average.
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I = CURRENT SITUATION

Tahle 2. Industrial Countries: Ouiput and Demand
in Heal Terms

iAnnual peréenl change. in constant pricgs)

I9EE  |5ET  ISEE  |uERt et
Consumer expenditare L i3 AT ] v
Public consumplion L 1.9 1.5 21 1.6
Ciroas Bxed mvesiment 1.9 L | .9 5.6 4.0
Finad domestie domansd 16 16 41 1.5 1.9
Stockbmnlding — .2 0.2 —_ —_
Total domeste demand LN ] iy 4.5 14 2.9
Exports of goods and services L5 59 B3 B.O 5.4
Impors of poods and services 6.7 1.l 2.0 7.5 51
Foresgn bakinee’ =09 =031 =03 =001 =01
Heal GNP 1.6 13 44 33 2.9
Memorandam
Business inveument” 1.2 M8 1y B3 53
Cansda 40 1L RS 0 .5
Umiied Saates 13 3% ®4 AT A0
Iapan LH D 160 153 61
France 50 4% 94 93 70
Ceermany. Fed, Rep. al® 4.1 53 7 0T A9
liaby* 31 141 &0 &1 LT
Umiied Kingdam 03 s 152 @ 29
! Saafl’ projctions,
* Changes expressed as » percent of GNP in the preceding vear.
PSR GNP weights,

* Machinery and egquipmeni onlly: daia for lialy also include public
expenditure,

remain sirong in 1989 but would slow in 1990, In the
United Kingdom, there are signs of some slowdown
of activity in response to a particularly marked tight-
ening of monetary conditions. In 198% growth is ex-
pected to continue al nearly 3% percent in France and
1o accelerate to 4 percent in Germany before moder-
aling 1o 3 percent in 1990 in both countries, owing 1o
the effects of weaker growth of export markets and
somewhat higher real interest rates. Italy, the Neth-
erlands. Portugal, and Spain are likely 1o experience
a moderation of both domestic and foreign demand
growth, bui they will nevertheless continue o grow at
relatively rapid rates; other countries in the Community
are also likely 1o experience somewhat lower growth
rales.

Although the aggregate extermal position of the
Euwropean Community is projecied to change relatively
litthe in 1989 and 199, real foreign balances are
cxpected to change significantly among individual
member countries. For example, Germany's surplus
is projecied 1o increase by ¥: of | percentage point of
GMP in 1989, but this would be more than offset by
higher deficits in the United Kingdom and Spain. In
199, the slowdown of demand growth in the United
Kingdom is expected to result in a significant improve-
ment in that country's external position; shifts in
external balances in the rest of the Community are
likely to be less pronounced.

In Canada, the slowdown in growth is expected 1o

be relatively pronounced=—flrom 5 percent in 1988 1o
2% percent in 1989 and o about 2 percent in 1990,
Although investment is likely to remain sirong ithis
year, exports have slowed sharply as a result of the
moderation of growth in the United States and the real
appreciation of the Canadian dollar since 1986, The
tightening of fiscal policy in the new budget presented
in April 1989—which is intended to reduce the growth
of public debt, allay concerns about inflation, and
lighten the burden on monetary policy—is likely 1o
dampen the growth of demand in 1990,

Among the ather indusirial cowntries, growth is also
expected 1o be fairly moderate in the near term in
Norway, Sweden, and Switzerland, where concerns
over price performance continue to warrant a relatively
cautious policy stance. Australia appears to be the
main exception o the widespread slowdown in the
industrial countries, with real GNP growth cxpecied
o accelerate 1o almost 5 percent in 1989, By 1990,
however, capacity constraints and tighter policies.,
adopted in response to the overheating of the economy,
are likely to result in slower growth.

The projected continuation of the exceptionally long
expansion that began late in 1982 raises a number of
imporiant questions about the origin and likely duration
of the 198788 surge in demand and the sustainability
of the strong recovery of business investment; about
the degree of slack that remains in product and labor
markets and, hence, about the inflation risks in the
oulleok; and abouwt developments in household and
business balance sheets, which have often showed
signs of strain as past expansions have approached
their peaks.

The unexpected strength of activity in most of the
industrial countries during the past IWo vears appears
0 have reflected an unusual combination of favorable
factors, Wealth effects associated with the decline in
interest rates and inflation during much of the 1980s
are likely to have played a role. Also, most industrial
couniries experenced large terms of trade gains in
1986 as a result of the weakness of oil and commaodity
prices. The weakness of commodity prices undoubt-
cdly helped to dampen generalized price pressures that
otherwise might have resulted from the strong growth
of liquidity and the leosening of monetary conditions
during 1984-86 (Chart 2). These developments were
accompanied by a marked improvement in business
profitability and confidence and a sharp nise in private
fixed investment.

The long period of sustained growth during the 19805
has raised resource utilization to very high levels. In
the manufaciuring sector, rales of capacity utilization
in all major countries have risen to their highest levels
since the previous cyclical peak in 197980 (Chart 3).
Labor market conditions also have tightened markedly
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Economic Activily

Chart 1. Major Industrial Countries: Real Output and Total Domestic Demand
iPercent change feom four quarters eardier)
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1+ CURRENT SITUATION

Chart 2. Major Industrial Countries: Output
Growth, Liguidity, and Inflation'
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in recent years, even though the strength of economic
activity has affected employment growth differently
among countries owing 1o differences in productivity
performance, Because of continued rapid job creation
in the United States, the unemployment rate dropped
to a IS-year low of 5 percent of the labor force in
March 1989, although it rose slightly 1o about
§44 percent in August. Employment growth in Canada
also has been rapid, and the rate of unemployment
declined to about 7% percent in June 1939, the lowest

Chart 3. Major Indusirial Countries: Capacity
Litilization in Manufacturing'

(1979 = [0)

RL!

T
ivh [ [ [[=H] i 15
114
[ o
o
L]
i m

1w L] Iy L= T 15

' These indices provide an indication of the lime profile of capacily
ubilization wikin individual coumiries. Because of differences i
concepls and coverape. ibese indices may nod be reliable ndicators
of differences in capacity utilization smong cousines.
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rale in more than a decade, before fsing to 74 percent
in July. In Japan the unemployment rate dechined from
2% percent in 1988 to an average of about 2% percent
in The first hadf of Yhis year. In the Unned Ringdom,
the unemployment rate dropped to almost 6% percent
in mid-1989, 4% percemlage points below its peak in
1986 and the lowest rale since 1980, Unemployment
has now clearly begun to fall in Germany, but there
has been relatively little progress in the other large
countries in Europe; among the smaller countries. both
Spain and Portugal have recorded significant declines
in unemployment.

The rise in unfilled vacancies in most countries
provides an additional indication of the streagth of
labor demand (Chart 4). In North America, the degree
of tightness in labor markets that is suggested by the
relative movements inunemployment rates and unfilled
vacancics now appears similar to that observed in
1972-73 and 1978=79, iwo peniods that were followed
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Chart 4. Major Industrial Countries: Unemployment
and Vacancy Rates'
ila percent of Labar foence)

130
1 {1
0
Vo anc g rany o
[ELT s T T
FIEAr
It L} %0

= a0 E2 E4 B& =]

16 = &
Three European Couptries?

12 I
& B
L | i

Llarmpdirreral falr
el ey
{I i A d L 1 i i i i L -I:I
I 1T W ™M W B m M L

Seurce: DECD, Main Ecenomic Indicarers, and WED database,
' For the Umited Siates and Cansda, an indey of help-wanied
adverising divided by the labar force (19800= 100) has been used,
For other countries, vacancy rales xre based on national employment
BUTVEYS
F i Federal Republic of Germany. the United Kingdom, and
Fance.

by an acceleration of wages. In Japan, labor market
conditions have also tightened recently. Some tight-
ening is also evident in European labor markets, even
though unemployment rates remain relatively high. A
substantial body of empirical evidence suggests that
in most European countries there has been a nse
during the 19708 and early 1980k in the rate of unem-
ployvment at which inflation begins to accelerate (the
NAIRU, or non-accelerating inflation rate of unem-
ployment). It is therefore possible that significant wage
pressures might emerge even though current unem-

Economic Activity

ployment rates do not indicate the same degree of
labor market tightness as.in the early 1970s,

The projected moderation of aggregate demand growth
in the industrial countries appears (o be a necessary
condition for avoiding an intensification of wage and
price pressures. Some slowdown from the rapid growth
rates of recenl years is already taking place in North
America and the United Kingdom, and a similar
slowing also seems likely elsewhere in 1989 and 1990,
An imporiant question at this juncture is whether the
ongoing moderation of demand might trigger a more
pronounced slowdown in activity than is envisaged in
the staff’s projections. At present, there is no clear
evidence from balance sheets and profit margins 1o
suggest that sectoral imbalances have built up during
the expansion to an extent that might give rise to an
abrupt adjustment by consumers or enferprises as
growlh begins 1o moderate.

It is possible, of course, that the vulnerability of the
economic system has increased as a result of the
substantial mse in pnvale debt duning the past decade,
particularly in the United States. However, while the
recent wave of mergers and acquisitions has increased
the ratio of debt to assets of U.S. non-financial, pub-
licly traded corporations, the current level of corporate
leverage is still low by international standards.® Simi-
larly, the relatively rapid rise in houschold gross debt
in several couniries, which was partly a result of
measures 1o liberalize financial markets. has been
matched to a large extent by the nsing value of
household assets, This rise in personal wealth, which
is partly linked 1o the strong profit position of busi-
nesses, appears 1o have played an important role in
the substantial decline in household saving rates in the
I1980s in several countries, notably the Undted States
and United Kingdom, Although there are indications
of a recovery of household saving rates in recemt
quarters (Table 3), a sudden drop in private consump-
tion expenditure seems unlikely in the absence of
serious financial market disturbances.

Developing conntries. Output growth in the devel-
oping countries taken as a group is expected to slow
from some 4% percent in 1988 to aboul 3% percent in
1989, before recovering to 4 percent in 1990, The
slowdown in 1989, which appears 1o be affecting most
countries, reflects three main influences. First. extemnal

' should be recognized that such ingermational comparisons ane
framght with difficelly. When assets are valued al book prsces. the
ratin of debt 1o assets in the U5, conporate sodtor rose in the 1980s,
while it held sieady or fell im most other indusinal countries. When
asseis are vabued ot market prices, kverage has remained approa-
imanely enchanged in the Usiied States bul has declmed sabstamizally
in ofher countries, Thus, whichever way 15 ratio is measared, the
tremd im the United Seates sppears 1o have deffered from that in
other couniries. Se¢ Bank for Islernatipas] Seitlements, Asanawal
Kepori, 1999, pp. B4-8R5,
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Table 3. Major Industrial Countries: Houschold Saving Rates, 1970=198% Q1!

iProporson of disposable imcome)

Avirage 19ER 1589
1970-T9 1580 1584 1988 ]| 624 3 4 ]}
Canada 0.3 13.3 14.H 2.2 L& L8 .5 .9 1.0
United States 8.2 T.l 6.2 4.2 44 A7 41 4.3 34
Japan 2.0 7.9 160 1508
Framco 13 1Ly 4.6 1A e i3 121 121
Germany, Fed, Rep. of 14.6 14.0 ILH 16 15.2 133 13.4 139 13.3
haly —— n ks e 19.1
Usited Kingdam ([LE: 139 106 4.5 4.7 52 1.9 i1 LN |
Average eacluding lealy 129 1% 108 G 1

! Averape of individaal cosntries weighted by ibe LS, dollar value of their respective GNPs in 1988,

* Fiscal year 1987 {April 1987-March 1988)

conditions have deteriorated somewhal as a result of
the rise in world interest rates, the weakening of non-
fuel commodity prices, and the slower, albeit sull
rapid, growth of export markets. Second, the sharp
detenoration in inflation performance in large parts of
the developing world in recent vears has depressed
investmenl and economic activity direcily, and has
also led o a tightening of financial policies in many
countries. Third, inadequate adjusiment efforts in
many of the heavily indebted countries have continued
1o erode business confidence and stifle prvale sector
initiative.

Recent changes in the external environment have
been particularly unfavorable for many developing
countries in the Western Hemisphere, Since a large
share of the external debt of these countries is at
varable interest rates, the firming of monetary con-
ditions in the indusirial couniries has added signifi-
cantly to their debi-servicing burden. At the same
time, only a few countries in the region are expecied
to be able to increase export volumes significantly this
year, In Brazil and Arpentina, depressed invesiment
activity suggests that output in 1989 will, at best, be
maintained at the previous year's level. In both coun-
trics policy slippages have heightened uncertainty
about future policy measures, and inflation has accel-
erated to extremely high levels, particularly in Argen-
tina. In Peru, output is expected to contract sharply
for the second conseculive vear as prvale seclor
confidence continues 1o weaken in an environment of
rapidly nising inflation. Output 15 also projecied 1o
decline in Venezuela following a sharp tightening of
financial policies earlier this year. In Bolivia. the
recovery from hypennflation in 1985 continuwes, and

growth is expected 1o pick up moderately this year
and next.

Economic growth in Mexico i1s expected 1o strengthen
moderately owing 0 a sirong recovery in non-fuel
exporis. And in Chile, real GDP is hkely to expand
by aboul & percent in 1989, even though activity is
slowing in response (o the recenl lightening of mone-
tary policy. Owverall, real GDP in the developing
countries of the Western Hemisphere is expected 1o
remiin approximately unchanged in 1989 before nising
by about 2% percent in 19940; in per capita lerms, the
region is expected o suffer a further decline in output
of about 2 percent in 1989, followed by a rise of about
Vaof 1 percent in 19940, It should be noted that these
projections depend critically on the assumption that
stabilization efforts will be intensified in Argentina and
Brazil, despite the ongoing difficulties,

On average, ouiput growih in sub-Soharan Africa
is expected to strengihen modestly in 1989-90; how-
ever, the projected rise in outpul will barely maich
the increase in population, implying little, if any,
TECOVETY in per capila oulpul. In most countries,
economic activity continues (o be hampered by pro-
tracied struciural distortions, large macroeconamic
imbalances, and heavy debl burdens. Export revenues
are expecied to be seriously constrained by the recent
sharp decline in coffee prices and the continuing
weakness of prices for cocoa. These products account
for some 40 percent of agricultural exports from the
region. Coffee alone provides more than one half of
export carmings in four sub-Saharan coumiries (Bu-
rundi, Ethiopia, Bwanda, and Uganda), and more than
one fourth in five other countries (Cameroon, Central
African Republic, Kenya, Madagascar, and Tanzania),
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Export volumes, however, are projecied 10 increase
significantly in 1989 in a number of countrics. owing
partly to improved weather and inventory adjustments
but also because of the favorable impact of structural
reforms.

In the fuel exporting countries in the Middle Easi,
the recovery from the recession that followed the
collapse of oil prices in 1986 is expected 1o continue
this year, led by moderate increases in oil production
and a strengthening of the non-fuel sectors. Economic
activity also has benefited from the termination of
hostilities between the Islamic Republic of Iran and
Irag. However, growth is projected 1o remaun relatively
weak among the non-fuel exporting countries in the
region, mainly reflecting structural problems in these
economies. On average, real GDP in the Middle East
region 15 expected 1o grow atl about the same rale as
last year—in the range of 3 to 3% percent—in both
1989 and 1990,

Sluggish cxports and weak domestic demand are
expected to continue to constrain growth this year in
most of the Enrepean develaping counrries. In Turkey,
the tightening of financial policies in response to rapidly
rnising inflation has been reflected mainly in a sharp
decline in public sector invesiment. In Yugoslavia, by
contrast, financial policies recently have been relaxed.,
and activity is cxpected to expand at a mederate pace
in an environment of rapidly accelerating inflation.
Poland and Hungary are now increasingly seeking to
enhance the role of marketl forces in their cconomics,
bui growih remains constrained in the short mun by
high inflation and large debt burdens. Real GDP in the
group of developing countries in Europe 15 expected
to grow by about 3 percent in 1990 (compared with
2 percent in 1989), owing 1o a recovery in Turkey and
some olher countries in Eastern Europe.

Growth is expected to remain considerably higher
in Asia than in other regions, reflecting lower debt
burdens as well as a stronger outward onentation of
policies. In particular, exports and oulput are growing
rapidly in Malaysia and Thailand where the competitive
position s favorable and investment 15 strong. and
non-fuel exports are increasing strongly in Indonesi.
Exports are also kely to continue o stimulale activily
in Hong Kong, Singapore, and the Philippines. The
same applies to India, although output growth will
probably slow somewhat following last year's strong
performance. In China, growth is likely 10 weaken
owing primanly to a tghtening of inancial pelicies, In
Bangladesh, severe floods have depressed outpat growih
in the past two years, but the expected return of normal
weather, improvements in policy implemeniation, and
financial sector reforms should contribute 1o a doubling
of the growth rate by 1990,

In Korea and Tawan Province of China, overall

Inflation

coonomic activily is cxpecied 1o slow this year as a
result of rising labor costs and the effects of exchange
rale appreciation over the past couple of years. Export
growth slowed sharply in Taiwan Province of China
in 1988, and a similar slowdown is likely in Korea this
year. In Taiwan Province of China, credit policy has
been tightened in 1989 in an effort to subdue inflationary
pressures. In Korea, financial policies, as well as
recently introduced incomes policies, are geared to-
wiird providing moderate support 1o economic activity
this year without worsening inflationary pressures.
Owerall, growth in the developing countries in Asia is
projected 1o be on the order of & percent in both 1989
and 1990, down from the exceptionally rapid pace of
9 percent in 1988 but in hne with the region’s long-
term growth trend.

Inflation

Industrial conntries. Notwithstanding a projected
moederate acceleration of prices in 1989, the Fund staff
remains cautiously oplimistic that a further inmensifi-
cation of inflationary pressures can be avoided in the
indusirial couniries, Assuming a continuation of the
firm anti-inflationary stance of monetary policy, rales
of increase in consumer prices are generally projecied
to decline somewhat in 1990 as the effecis of several
transitory influences dissipate, although they would
remain semewhal above the levels of 198688,

The evaluation of inflation risks is complicated by
significant differences in the behavior of key price
indicators, Consumer prices in all the major industrial
couniries picked up sharply in late 1938 and rose al
an annual rate of about 4% percent in the first half of
1989 (Chart 3). The magor elements accounting for the
increase inclde the steep nse in world prices for oil
(Chart 6) and food and metals, together with increases
in indirect taxes in some major counines (lapan, the
Federal Republic of Germany, and laly), Outside the
United States, the effect of currency depreciation on
import costs also has added to price pressures. Ad-
Justing for the relatively wvolatile energy and food
componenis suggesis that the underlying rate of infla-
tion has moved up over the past two years in the
United States, Germany, [talyv, Canada. and the United
Kingdom (Chart 7). In Japan the one-time effect of
the rise in consumer prices in April and May of this
vear appears o have reflected largely the introduction
of a mew consumplion tax; consumer prices have been
stable since June. In France, a deceleration of inflation
is evident, reflecting a moderation of prnice increases
in the services sector from the high rates prevailing
immediately after the elimination of price controls.

The rise in wage cosls has been edging up since

©International Monetary Fund. Not for Redistribution



| = CUERENT SITUATION

Chart 5. Inflation Indicators of Majer Industrial
Countries
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1987, but it has remained relatively moderate in most
countrics given the tightness of labor markets and the
pick-up in consumer pnces. Moreover, m Japan, France,
and Germany, the effect of nsing wages has been more
than offset by rapid growth of labor productivity; unit
labor costs, both in the manufacturing sector and
economy-wide, have therefore been essentially fat or
have even declined (Chart 8). Among the other mijor
countries, the United States, United Kingdom, and
Italy experienced significant nises in unil labor cosis
in 1988, In the near term, the slowdown in outpat and
productivity growth, combined with some acceleration
in earnings, i5 likely to result in a substantial increase
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in unit labor cosis in most of the magor couniries,
some rise in the rates of increase in output deflators—
the broadest available indicator of underlying price
developments—iherefore appears o be in prospect
this wear.

The extent to which the prospective rise in unil
labor costs in several of the major couniries will be
passed on to producer prices will depend on the
financial position of businesses, the strength of de-
mand, and the degree of competition, In many coun-
Iries corporale profits are currently at relatively high
levels, and it would appear that firms should be in a
reasonably good position o absorb some cost in-
creases, al least for a peniod, While producers normally
seck 10 pass on cost mcreases when they are operating
at full capacity, they will be reluctant to do so if the
expansion of demand is moderating and if competition
with domestic and foreign producers is imtensifying.

Because of the temporary nature of some of the
factors underying the recent pick-up in retail prices,
and given the expected moderation of growth, the stafl
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Chart 7. Major Industrial Couniries: Consumer
Price Index Excluding Food and Energy

(Percent change from 12 months earlier’y
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is projecting a slowdown of aggregale consumer price
inflation to shghtly less than 4 percent in 1990, down
from 4% percent in 1989 but above the average of
recent years, Among the major counines, the United
Siates, the United Kingdem, and ltaly are expected
1o continue 1o experience significantly higher inflation
rates than Japan, Germany, and France. Among the
smaller industrial countries, inflation 15 projected 1o
remain relatively high—at 5% percent of more—in
Australia, Finland., Sweden. and Spain: in contrasi,
price increases in the Metherlands and Belgium are
expecied 1o remain guile low,

Ml and commaodity prices, Fluciuations in ol prices
have played a major role in the price picture in recent
vears. Following the OPEC agreement on new pro-

Irnfation

duction quotas in late Movember 1988, the world oil
markel firmed considerably and the average monthly
spol markel price rose by almost two thirds from the
low of October 1988, to S18.85 a barrel in April 1989
(Chart 6).* In addition 1o the generally effective imple-
mentation of the OPEC agreement, the recovery of oil
prices also reflected the strength of ol demand, the
decision by several non-0PEC oil exporters o restrain
oil production or exports, and the mtermuplions in
supplies resulting from accidents in Alaska and the
Morth Sea. During the period Mav-August 1989, how-
ever, spot market prices fell back by more than 52 a
barrel in response o a pick-up in oil supplics.

The continuwed volatility of odl prices has tended to
mask the changes in underlving oil demand and supply
conditions that have taken place since 1986, The most
imporiant of these changes have been the reversal of
the previpus decline in world ol consumption and a
significant slowdown in the growth of non-OPEC
supplies, which have resulted in an increase of almost
one third in the volume of OPEC's oil exports since
1985, These developments were reflected in the deci-
sion by the members of OPEC in June 198% 10 raise
crude oil production quotas from 134 1o 9% million
barrels a day as of July 1. 1989, with the provision
that the quotas would be increased further in the fourth
quarter of 1989 if markel conditions permitted.

For the purpose of this report, the staff has assumed
that export prices of the major oil exporiing countries
in nominal (U.5, dollar) terms will average 216 a barrel
in 1989, which would amount to an increase of
18%: percent relative to the 1988 level. From 19940 on,
the staff has retained the technical assumption that the
price of oil will remain stable in real terms. This would
imply that the nominal (L.5. dollar) price of oil would
nse by about 2% percent in 1990 and by about
4 peroent & year thereafter,

Non-fuel commodiry prices, which rose by 23 per-
cent in 1988 (on the basis of world export shares), are
expected to remain broadly unchanged in the agoregate
in 1989 before falling by about 9 percent in 1990, The
strong increase in 1988 reflected both cvclical and
supply-related factors, the reversal of which is likely
to kead to an unwinding of the recent run-up in prices

* This price refers 1o the average wpot market price of Brent,
Dubal, asd Alaskan MNombh Shope. which represend light, medium,
and heavier crode oals in thece different regioms. This avernge
cormesponds roughldy 1o 1he averape spal market price of the seven
crusde oels incheded in the OFEC reference basket: the alficial OPEC
reference price hus remained 21 $18 a barrel since February 1. 1987,
The comespoading average ail €xport umil value of the magor oil
exporting countnies would gemperally be some 3075 a harrel below
the official OPEC referemes price. and ihe price of West Texas
Intermediate crude has pecently been about §3 a barrel higher. Iy
should be noted 1hat the dilferenisaly Botween various crude oil
prices huve been rather unstable in the pasvl few vears,
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Chart 8. Major Industrial Countries: Compensation per Employed Person and Unit Labor Costs'™
{Percent change from a vear carfier)
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over the next two vears, The cyclical rise in world
industrial production and construction activity in 1938
largely depleted inventorics of many commoditics and
stimulated sharp increases in the prices of metals and
agricultural raw maternials of 48 percent and 9% percent,
respeclively. Food prices also rose sharply last year
(by 27% percent), owing partly to the severe drought
in Morth Amenca and 2 poor grain harvest in the
Soviet Union. Although coffee prices declined during
most of the first three guarters of 1988, they were
8 percent higher in 1988 than in %87 on an average
annual basis. The rise in prices in the last gquarter of
1988 reflected reports of and conditions in major
producing countries and the apparently successful
conclusion in carly October of negotiations on Inter-
national Coffee Organization (1C0) export quotas for
the 198889 coffee vear (October—Sepember). From
May to August 1989, however, coffee prices dropped
sharply (by about 40 percent) on news that the members
of the ICD had failed to agree on proposals (o extend
the price and export gquota clauses of the present
International Coffee Agreement.

In the second hall of 1989 and in 199), commodity
prices are generally projected to weaken. reflecting
the slowing of world economic activity. the expected
return of normal weather in North America, and
increased supphes of commodities, The decline is
expected 1o be particularly pronounced for metals,
coffee, and cocoa, The outlook for prices of food and
metals is particularly uncertain. Because of low in-
ventorics, cven small changes in expectations with
respect o the balance between supply and demand
could trigger significant price movemcnis.

The prospective weakening of commedity prices
should help to dampen inflationary  pressures world-
wide, even though its direct contribution is likely 1o
be rather small—primary commaodities account for a
relatively minor share of the value of consumer spend-
ing {in 1980, 9 percent including oil; & percent excluding
oil). However, there has been a tendency in the past
for turning points in commodity price inflation 1o lead
turning points in general price movements (Chart 2).
This relationship reflects the evelical sensitivity of
demand for industnial inputs and the highly competitive
nature of world commodity markets.

Developing countries. Wilth certain exceptions, the
developing countries have been far less successiul than
the industrial countries in contaming inflatonary pres-
sures. The average inflation rate projected for the
developing countries in 1989 has been revised upward
by a substantial margin (Table 1), mainly because of
recent policy shippages in many of the severely indebted
countries. The recent acceleration of inflation has been
particularly sharp in Argentina, Brazil, Peru. and
Yugoslavia. Recently, Argentina has announced mea-

Trade and Current Accoun! Balances

sures o combal inflabion as well as Tundamental
structural reforms, especually in the aréa of the pubhic
enterprises and the tax system; Brazil has moved 1o
tighten credit conditions and has sent to Congress (and
in some cases implemented) a series of measures aimed
al improving the fiscal position; and, Yugoslavia has
announced its intention to implement a tighiening of
monetary policy 1o complement ils market-onenied
structural reforms. By contrast, several countries with
a recent history of high inflation—notably Bolivia and
Mexico—have managed (o reduce considerably 1he
rate of price increase through restrained financial
policies and struciural reforms. A cautious stance of
monctary policy has also helped to bring down inflation
in several African countries, including Ghana and
Nigeria.

The pick-up of inflation in Asia in 1988 reflectied an
cxceptionally strong expansion of demand; in 1989 and
1M some moderation in inflation is expected as
demand pressures subside. In China, inflation is likely
to decline in the second half of this year as a result of
the recent tighiening of financial policies. In several
oiher developing countries in Asia—including India.
Korea, the Philippines, and Thailand—inflation is also
cxpected to moderate, although activity would remmin
relatively buoyvant. And in Viet Nam, one of the few
Asian countries with a recent history of hypeninflation.
efforts to control inflation have already gained hold.
However, inflation is expected 10 edge up in Taiwan
Province of China as a resull of continuing pressures
on capacity and ught labor markets.

The stafl"s projections continue 1o poinl 19 some
abatement of prce increases in developing countnes
during 1989-90, However, recent developments in
some countries suggest that this projection may be
subject to considerable risk, The projecied slowdown
in developing country inflation in 1990 should therefore
be viewed nol so much as the most likely outcome.
but rather as providing an approximate indication of
what would be feasible with more appropriate policies.

Trade and Current Account Balances

The strong growih of economic activity i the
il strtald conniries and in the Asian developing coun-
irics has been accompanied by a rapid expansion of
world trade, Although there are now signs of a slow-
down, the volume of world trade is projected 1o expand
by nearly 7 percent in 1989 and by 3% percent in 1990,
following an extraordinarily rapid increase of 9 percent
in 1988, The buoyancy of international trade resulis in
part from the particular strength of global investment,
which generally has a higher import content than other
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components of demand, and from the emergence of
CAPACILY CONSIFAINGS in SOmMe Countrcs.

In the period ahead. import growth in real terms is
expected 1o remain relatively strong in Japan and
Maly—about 7 percent a vear in 19895, compared
with 17 and 7 percent, respectively, in 1988, Import
growth is also expecied 1o remain strong in 19859-90
among those developing countries that are predomi-
nantly exporters of manufactures (9% percent). and
particulary the four Asian newly industrializing econ-
omies (12%: percent). In addition. imports should pick
up somewhat in the fuel exporting countries, where
purchasing power has been boosted by the recent
recovery in oil prices.

Export growth is projecied 1o continue (o be some-
what less evenly distributed than impor growth, The
United States alone is expected to supply about
30 percent of the increase in word non-fuel impons
this vear, although this contribution would fall 1o abouwt
15 percent next year, Growth rates for exporis among
countries are expected to converge somewhat in 1990,
reflecting more similar rates of expansion of el
domestic demand. together with the gradual dissipation
of the effects of exchange rate changes that ook place
during 1985-87. Export markel shares are therefore
expected 1o change only shightly in 1990 following a
mipor rise in the U5, share and a drop in Germany s
share from 1987 to 1989 (Chart 9). The recent tendency
for the indusirial countries @5 a group o lose market
share to the four Asian NIEs is expected to conlinue,
even though the growith of exports of manufactures of
the NIEs is projected to decline in response to the
appreciation of their currencies and the emergence of
capacity constraints,

The process of narrowing of the external imbalances
among the largest indusinal countries now appears 1o
have slowed, and the s1aff"s projections indicate a
renewed tendency for the imbalances of the three
bargest industrial countries to widen in 198990 in
nominal terms (Chart 10 and Table 4). This would
reflect parily the recent strength of the U5, dollar
against the other major currencies, which will tend 1o
offset the effect of continued rapid growth of domestic
demand in the mugor surplus countries and the slow-
down of demand growth in the Unied States. The
effects of continued shifts in net external asset positions
on invesiment income fows will also tend 10 slow the
adjustment process.

In several other countries, currenl account deficits
are projected to widen further. in some cases extending
a trend that has been observed for several vears. The
deficit of the United Kingdom would continue 1o
worsen in 1989 and then narrow in 19990 in response
1o the slowdown in demand and the recent depreciation
of the pound. Spain is likely 1o continue (0 experience
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Chart 9, Market Shares of World Non-00l Exports!
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rising external deficits because of rapid growth of
investment financed largely through prvale capital
inflows. In Awstralia, the external balance would con-
tinue 1o detenorate significantly in 1989 because of
rapid import growih,

External positions have strengthened considerably
in several countries, including ihe Netherlands, where
domestic demand growih is well below the average of
the industrial couniries, Exiernal deficiis have declined
significantly in Ireland=—due to rapid export growth—
and in Denmark and NMew Zealand—where the impaci
of restnictive domestic policies has taken hold, The
climination of Norway's external deficit this vear is
due 1o the rebound in oil prices and falling domestic
demand. The external positions of France and Austria
have remained rowughly in balance becawse of relatively
strong export growith. The sharp reduction in the
aggregale external surplus of the European Commumity
from owver 550 billion in 1986 to an estimated %6 billion
this vear reflects mainly the rising deficits of the United
Kingdom and Spain.

The combined current account balance of the de-
veloping couniries shifted from a small surplus in 1987
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Trade and Current Accouni Balances

Chart 10,  United Stabes, Japan, and Federal Table 4.  Alternative Measures of Current Account
Republic of Germany: (4l and Non-0il Trade Imbalances in Selected Arcas, 1980-90
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Federal Republic of Germany ' The four Asian newly industrializing econcmies comprise Hong
Kong, korea, Singapore, and Taiwan Proviece of China. The carrent
wooounl progeciions for this group, which in some cases are based
.4 T i = ——ry on partial information. are subject to a larger margin of error than
Nominal == are thase for the other coantries listed in the tabie.
ﬁ | =
Keal | to a deficit of about 39 hillion in 1988, The deficit is
1 expected to stabilize in 1989, before increasing again
to 516 billion in 1990. In 1989 a substantial reduction
TR0 AUE] I9EY 19E) 19Rd (WY  ITES UET REE  1URS 190 il'l the d-Eﬁ-.Elll ﬂr the r“':.i ﬂmﬂﬂ'i iﬁ El'l"l'- |
i o reflecting a sharp turnaround in the terms of trade—
A GORELANL prices. offset by a large decline in the surplus of the exporters

*n 1980 prices.
S of manufactures. In 1990, the position of the fuel

exporters is not expected to change much, while the
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surplus of the exporters of manufaciures would con-
tinue 1o fall, Despite healthy growth of export volume,
the external position of the exporiers of primary
products is likely 1o deteriorate because of a decline
in terms of trade (particularly for those countries
exporting tropical beverages, metals. and minerals).
Since the aggregale currenl account positions of
koth the industrial and the developing countrics wors-
ened in 1988=—as did that of the U.5.5.R. and the
countries of Eastern Europe that are nol members of
the Fund—the global current account discrepancy rose
by about 540 billion. Asexplained inthe Supplementary
Maote, shifts in the statistical discrepancy considerably
complicate the interpretation of current account fremds.
While the major factors that determine past movements
in the global current account are reasonably well
understood, it is very difficult to forecast future move-
ments in the discrepancy, and current account projec-
tions should therefore be interpreted with caution.

International Monetary Developments

Developments in foreign exchange markets this year
have featured an appreciation of the LS. dollar (Chart
11). The average real effective exchange value of the
dollar in August 989 was about BY> percent higher
than in December 1988 (when the recent trend toward
appreciation began), slightly above the level in Sep-
tember [958, but still some 2% percent below the level
al the tme of the Lowvre Accord of Febraory V98T,
During the first eight months of 1989, the nominal
appreciation of the U5, dollar was most pronounced
against the Japanese yven and the pound sterling (abouwt
15 percent); the U5, dollar depreciated slightly against
the Canadian dollar. In terms of the major EMS
currencics, the dollar rose by 910 percent. o ils
highest level since 1986, Within the EMS. interest rate
adjustments and cooperative exchange market imter-
vention have helped to maintain the panties established
in January 1987,

Although the reasons for the recent appreciation of
the dollar are not fully understood, a number of
elements appear 1o have played a role. First, interest
rate differentials have continued to favor U5, dollar-
denominated assets over assels denominated in yen
and deutsche mark, even though these dilferentials
have recently narrowed (Chart 12). Second. the infla-
tion differential between the United States and some
of its major trading pariners appears 1o have narrowed
somewhat., Third, political uncertainties In certain
couniries al limes may have increased the aliractive-
ness of the United States as a “safe haven™ for
investors, Fourth, monthly U5, irade figures through
the first four months of the year were inlerpreted
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favorably by financial markets, although the dollar fell
upon the release of an unexpectedly higher deficit for
May. More generally, the current strength of the dollar
might reflect continued portfolio shifts toward dollar-
denominated assets by foreign investors, possibly
reflecting long-term adjustments that have occurred in
response to the increasing liberalization and integration
of world capital markets during the 1980s.

Movements in the real effective value of the US.
dollar in 1988 and 1989 were broadly reflected in the
exchange rates of many developing countrics whaose
currencies gencrally have tended 1o appreciate over
the past year (Chart 13). In the Western Hemisphere,
the tendency for real exchange rates to appreciate,
which began in early 1988, has continued as nominal
exchange rate adjustments have failed to compensate
for rapidly accelerating inflation. The currencies of the
Asian newly industrializing economies also appreciated
substantially, particularly those of Taiwan Province of
China and Korea.® In Africa, however, the depreciation
that began in late 1988 was sustained in the first half
of 1989, and competitiveness has continued Lo iImprove,

In 1987, reported massive exchange market inter-
vention in support of the dollar by the seven mapor
indusirial countries was associated with a depletion of
official reservies in the United States and a rapid
accumulation of reserves in other countries. most
notably Japan and the Federal Republic of Germany
(Chart 14). The strength of the dollar in 1988 and the
first half of 1989 has permitted a replenishment of U5,
reserves, whilte in several othey coumnes, especiaily
CGermany and France, official reserves have declined
as a resull of coordinated policy actions in support of
the objectives of the Group of Seven countrics and
the European Monetary Svstem, During 1988 and the
first half of 1989, the rate of global foreign exchange
reserve accumulation slowed (Table 5).*

A noteworthy trend in recent financing flows is the
sharp increase in foreign direct investment. The rise
im direct invesiment outflows has been particularly
rapid in Japan, where they reached almost 335 billion
in 1988, more than 40 percent of the current account
surplus. In the United States, inflows of direct invesi-
ment accounied for one third of the external financing
requirement in 1988, a pace that continued in the first
half of 1989,

" Dharing the year ended n June 989, (be new Tarwan dallar
appreciated by over 16 porcent im real effective terms (caloulated
on the basis of comsumer prsces), 1o a level aboul 20 percent above
the average in [980; over the same period, the real value of the
Korgan won rose by aboul 17 percent 1o a level ol 4 percent above
s P90 average.

* The reduction in 1988 in official faancing of ibe L5, exiernal
deficil i muoch greater than appears from ihe balamce of payments
data im Table 5. These dala understaie ibe official role i 987
because sabslantial amounts of official dollars were placed outside
Ihe Upnled S3abes.
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Chart 11. Major Industrial Countries: U5, Dollar and Real Effective Exchange Rates!
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Chart 12.  Bilateral Exchange Rates and Interest Differentials vis-a-vis the U5, Dollar!
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Financing and Dbt in Developing Counines

Chart 13, Developing Countries: Real Effective
Exchange Rates!

Chart 14,  Selecied Countries: Total Keserves Minus
Gold
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" Composnes for regional prodaps afd weighicd avermpes., whene
comntries” weights are dollar valsies of their respective GIPs during
19R2-K7. Hecause al the bk of appropriate domestic pesce datn,
the comntrics included Tor ibe Middle East nrd African regsons cover
only ahoul %0 percent and B percent. respectively, of their regiomal
Gil¥Ps. For the Western Hemasphere, Ewrope, and Asia, the coverage
% complebe.

Financing and Debt
in Developing Countries

Financing fows. The overall financing position of
developing countries remained very difficult in 198K,
as their aggregate current actount deficit widened
markedly and net external borrowing was sharply
reduced in companison with 198687, A sinking resulit
of these developments was the complete hilt in the
nel accumulation of reserves, in contrast with a sub-
stantial reserve builldup in 1987, Official creditors
continued to provide long-term financing on a signifi-
cant scale in 1988, but lending by the private secior
was cul buck sharply. The claims of commercial banks
on developing countries are esiimated 1o have declined
by some 58 billion, reflecting in parl the impact of a
vuriely of debi reduction operations as well as the low
level afl new lending to indebted developang countries.

Fiabnal romim v
Ty o

The deterioration in the overall comenl account
position of the developing countries in 1988 was due
entirely 1o the sharp decline in the trade surplus of the
fuel-exporting countries as a result of lower oil prices.
External borrowing by this group was greatly curtanled,
reflecting negative fows from private sector creditors,
The fuel exporters thus were obliged 1o make sub-
stantial drawings on their official reserve holdings,
more than offsetting the net accumulation thar had
oecurred in 1987, Taiwan Provinee of China also drew
down its officil reserves in 1988, as the current sccount
surplus narrowed substantially because of karge pur-
chases of gold, Exporters of manufaciures odher than
the Asian MIEs experienced a further improvement in
their aggregate current account position: together they
recorded a merchandise trade surplus for the first time
since 1984, allowang them 1o reduce their bormowing
from both official and private sources. The financing
position of the remaining developing countries showed
little change in 1988,

As in previous years, the positions of countries that
have expenenced recent debi-servicing difficulties and
those that have avoided such problems differed sub-
stamtially in 1988, The current account position of the
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Table 5. United States, Japan, and Federal Republic
of Germany: Current Acoount Financing, 198689
(lm Billsons of LS. dollars and peroont)
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¥ First halfl of year ol amnuad rate; for ibe United Stales. figures
are seasonally adjusied amd preliminary; for Japam, the currem
account is seasonally adjusted; for Germany, figures are seasonally
unadjusied.

* Reported fgures inclode wnrealized capilal gains associabed
maindy with exchange rate changes. ns follows: 1986, 510.7 billion;
1987, S16.5 ballion: 1988, = 51,0 ballion: 1589 HI1, =522 billion,

¥ Imclsdes errors and omdssions and discrepancies belween sea-
somally adjusted and seasonally unadjusted data.

4 A& minus sagn indicafes @ nise in mel asseds or am outflow of
capital,

¥ Excluding valuation sdjusstments; 5 misus sign indicates @n
inCrease in reserves.

latter countrics changed little, and their continued
creditworthiness allowed them to increase their bor-
rowing from private (mainly non-bank} sources: a
aumber of countries in this group—predominantly the
exporters of manufactures—also increased their ac-
quisition of foreign assets. Debt-problem countries,
however, faced a sharp reduction in privale sector
capital inflows. notwithsianding a further increase in
their combined trade surplus. The withdrawal of com-
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mercial bank funds was particularly large and was
concentraled among the fifteen heavily indebted coun-
tries {the so-called Baker group): the Fund's infema-
tional kanking statistics imdicate that bank claims on
these countries fell by almost 320 billion in 1985-8E8.’

On the basis of current oil price trends, the external
position of the fuel exporting countries is expected to
improve markedly in 1989-90. Private sector lending
is also expected to resume, permilling some restoration
of this group™s depleted reserves, The lower current
account deficits achicved by the non-fuel exporting
countries in 1987-88 arc not cxpected to be mainiained,
however, as strong growth in import volume is likely
to continue in the face of adverse terms of trade
movements. Private sector lending to this group is
likely to remain weak, partly reflecting the impact of
debi reduction operations. Net disbursements of long-
term official credits, however, particularly from bilat-
eral sources, are expected 1o recover from the low
levels of 1987-88. Lending from both official and
privale creditors 1o countries that have experienced
recent debl-servicing difficulties is expecied o rise
moderately, permitling some repayment of arrcars in
190}, following an increase of more than 325 billion
since 19386,

External debt. Revised estimates for 1988 point to
a small decling in the total external debt of developing
countries (Chart 15). This reflects a sharply reduced
level of net external borrowing and negative valuation
adjustments stemming from the partial reversal of the
decline in the value of the U5, dollar over the previous
three years. The outcome for 1988 represents the first
time in at least twenty years that developing country
debt, measured in U.S. dollars, has not increased from
one year 1o the next. Debt owed to non-official creditors
is estimated to have fallen by abowt 1% percent,
reflecting in particular a reduction in the exposure of
banks and unguaranteed private creditors: long-term
liabilitics to official creditors continued 1o increase,
although at a much slower rate than in previous years.
The decline in the stock of debt was most pronounced
in the Western Hemisphere, where ocutstanding liabil-
ities to non-official creditors fell by almost & percent;
the reduction in commercial banks” exposure 10 the
“Baker™" countries in the region accounts for virtually
all of this change. A decline was also registered in
Europe, but 1otal debt continued to nse in other areas.
If the rise of the dollar in the first half of 1989 is not
reversed, the overall debt of developing countries miay

" Changes in bank clams do sl poccssanly refies usderlying
caih fows. Vanous indicators ol privale secior lkendung to develoging
mﬂ;m disgussed in the April 1989 World Ecowormsbc unlvoek,
M ;
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Chari 15, Developing Countrics; Debt Ouistanding
and Ratios of Debt and Debt Service (o Exports
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deching further in 1989 before resuming an wpward
irend in 1994, Such o nse could be offsel, however, il
widespread implementation of debt reduction opera-
tions follows the strengthening of the debt strategy in
the first halfl of 198%,

The lower level of externul debt, and the continued
growth of exports from developing countries. consol-
idated the decline in the aggregate ratie of deb 1o
cxports that hoed commenced in 1987, This mitie s
projecied to decline from 140 percent at the end of
19838 1o 123 percent by 1PM—similar 1o the level m
the outhreak of the debt crisis but sull very high in
comparison with carlier perniods. Moreover, the deb
burden of certan groaps and regions in 190 s soll
hikely to be substantuilly above that recorded m 1952,
The positon of Afnca—and particularly of the bow-
income sub-Saharan countries, whose debl ratio s
projected 1o continue rising (o 4350 percent by [ #FN—
15 the most senous, The debt rati for the 13 heavily
indebted countries, on the other hand. is projected to
decling to 264 percent by 1990, 85 percemiage poinis
below jis level in 1986 bt still fwice the average for
all developing countries. Successful implementalion
of debit reduction operations, together with appropriate

Ecomsmic Pohcies

policy reforms, could lead 10 a decline in the debt
ratie for all groups of countries.

The aggregate debl-service rutiv of the developing
countries did not decling in line with these countries”
lower debi=expor ratio, owing partly o the impact of
higher international interest rates. which affected in
particuliar those countries that have bormowed predom.-
inantly from commercial creditors. In addition, a small
number of heavily imdebted countries i the Western
Hemisphere—including Mesico—misde substamial cash
prepavments in connestion with debtl conversions
negotialed with privaie creditors, resulbing in o signaf-
want fse in their debt-service mtio: Bragzl also pand
olf & large amount of inlerest arrears accumilated in
1987. However, severe inancing difficulties in o num-
ber of other countries led 1o a Turther sharp increase
in arrears during 1988, A modest reduction in sccu-
milated arrears is in prospect for 1980, provided that
cxternal financing Mows recover as expected,

Economic Policies

Frdhestrial conntries. Most of the burden of resisting
inflationary pressures during the past vear has been
borne by monetary policy: the role of fiscal policy has
been limited. While the tightening of monetary policy
over the past vear was needed Lo contrel influtionary
pressures, the persistence of large fiscal deficits i
some countries has required a relatively Lrge rise i
intcrest rates o contun the expansion of demand.

In most of the magor industrizd countnies. the irming
of monetary conditions that occurred duning 1988
continuwed duning the first half of 1989, as indicated by
a stcwdy rise in short-term interest rates (Chart 16,
Dhering the vear ended in the second guarier of 1989,
short-term interest mtes mereased by as much as
5 percentage points in the United Kingdom, by 2V
3 percentage points in the Unted States, Canada,
and the Federal Bepublic of Germany. amd by Vo=
1% percentage points in Japan, France, and lialv, The
growth of the broadly-defined monetary aggregales
decelerated significantly in the three largest imdusiril
countries during this penod, although it has recemtly
prcked up in Canadis and Daly (Chart 170, LS, interest
rales started 1o dechine in Apnl 1989 a5 sipns emerged
that growth was slowing, and the Federal Rescrve
cased reserve conditions in June and July. In August,
however, interest rales rese as evidence accumulated
of the continuing buovancy of cconomic activily,
Monetary policies in moest other industnal countries
were tightened further in the second quarter of 1989,
in response fo continwed Fears of overheating and. in
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Chart 16,  Major Industrial Countries: Shorl- and
Lonmg-Term Inferest Hates

Chart 17. Major Industrial Countries: Changes in
Broad Money Supply!
iPercend change from 12 months carlsord
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" Mlonthly averages of dadly of woekly yviekds on povamment
bonds., with maturitics rangimg from three amd & ball years for lialy
10 about 10 vears Tor odher omeniries, See Staintical Appesliv,
Table AIS, loofnale 3.

' Conmla, France, Haly. and the United Kingdoemn

some countrics, in an cffort to resist downwand pres-
sure on exchange rafes.

In contrast to the nse in short-term rates, long-lerm
imfercst ratles have remained fairly stable since the
aftermuith of the global stock market decline in October
F9ET. Yield curves have thus Ranened signifcantly and
have become inverted in several countries. This de-
velopment has been widely interpreted as indicating
the confidence of market participants in the commit-
ment and ability of monetary authontics 1o preveni
temporary price disturbances from affecting long-term
expectations aboul inflation. The continwed sirength
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! Hroas] money is delimex] as M2 except for the Usited Kimgdom.
Japan, and the Federal Bepublic of Germany, for whach the data
reler tix M3, MI + CD, and M3, mespectively.

of stock markets (Chart 18}, and the absence of
renewed tensions between long-term interest rates and
equity vields, seem to provide additional evidence of
the confidence of Investors.

In miost countries the process of budgel consolidation
that has characterized much of the 19805 continued in
I98%. The aggregate budget deficii (a1 the general
government level) of the seven mugor industrial coun-
trics fell 1o neardy 1V percemt of GNP, ¥ of |
percentiage point less than in 1987 and well below the
peak deficit of just over 4 percent of GNP n 1953,
Most of the reduction in 19838 reflected the effects on
revenue of strong economic growth; the fiscal stance.
as measured by the fiscal impulse, appears 1o have
been broadly peutral on average, although it was
somewhal expansionary in France and Germany and
significantly restrictive in the United Kingdom.,
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Chart 18, Major Industrial Countries: Equity Yield Gaps' and Stock Market Prices
{Indices, Jan. 198% = [00; in peroent & yeark
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Soarce: For stock markel prices., Data Kesouroes, Inc.
*_'I'l; equaly yield gap is defined as the differemce berween 1he yield on loag-term government bonds and the inverse of the price—camings
ratie of stocks,
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Table 6. Major Industrial Countries: Debt
Duistanding ot Central and General Government
Levels, 1978-88'

iin percent of GMNPGDFY

1978 19EF 19E&  19ET  IERES

Uentral government

Ciross debe
Canada 1] M 48 9 k]|
United States 15 L] 5z M 55
Japan 3 47 b 6l ¥
France 15 17 4 M 6
Germany. Fed. Rep. of 14 19 l Iz I
laly 57 i1 &h 0 b
United Kingdom 44 ] - | b 44

N debi
Canada 12 i | L7} L] L]
United States .t 25 L1 15 L]
Japan L 12 14 L[] B
France* =1 il 1 13 14
Germany. Fed. Rep. ol ... ... JEE aEE
ltaly 15 £ ] T2 m El
United Kingdom o I8 15 14 13

G " I

Groas deba
Canada b 2] 1. £ 4
United States a7 ] 6 ity hT
Japan a3 il T T T4
Framce h L] X6 w w
Oermany. Fed. Rep. of 19 -] 41 42 43
Iraly 62 fify ER 3 6
United Kingdom k- k-] 56 H 4

MNed debi
Canada 2 17 3T = =
United States s | 41 42 43
Japan 1 3 I F ] 1%
Framce* i 4 1z 13 14
Germany. Fed. Rep. of T 19 9 Fa Fd |
Traly 47 k1] bl El F 3]
United Kingdom 15 ¥ 15 I ¥

Source: Fund stall estimales. based on the Tollowing national
puablscations: Umted States: Board of Govermors of the Federal
Reserve Svstem: Flow of Funds Accowars, Financial Asrels ond
Liabilities: Year-End, 1964-1987. amd Federal Beserve Bulletin
(varisis manesl; Japan: Economee Planning Agency. Goveramcnl
of Japan., Aanwal Repocd on Natiosa! Accownds [vamous (S56800
Federal Repablse of Germany: Monthly Report of the Desficke
Handrsbamk {May 155wl aly: Rolasiosr Amamele all” Aseembleg
Giewerale COrdinarin dei Participenati, Banca 3 Talia: Cansda: Sta-
tistigs Cansda, The Nariowa! Balence Sheet Accowars, various
issises: Framee: [nstinu de Prévisioms Ecomomigues ¢ Financiéres
pour be Ddveloppement des Emireprises, Revee o Ulpecode; and
United Kingdom,. Central Siaistical Oifice.

! Book vabue of debi cutstanding at the end of the vear. Central
government data nclade assets of the social secumily fusd for the
United Saates, Japas, and the Umied Kimgdom: s the Federal
Republic of Germany, France. laly. and the United Kingpdom, such
masels ape incorporaied only 31 the level of general government, In
Japan, it is @t possible o sepasate the social secumly fand ol the
central povernment from ke of ibe local povernment. Therefore,
all msseis held im the social secunity fumd are imcluded in ibhe cemtmal

Eovernment.
nﬁm France, lialy, and ihe United Kingdom: in perceni of
: ¥ liuu for 1988 are prelsminary.
* Data for 198352 are extimated by adding the fiscal deficit to the
comesponding siock of debd in the previoos year.
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The process of fiscal consolidation is expected to
continue in 198990, albeit at a somewhat reduced
pace, as the more moderate growth of economic
activity slows the growth of revenue. However, the
ratio of net public debt to GNP has continued 1o
increase rapidly in some countries, including Italy and
Canada (Table 6): in both countries the authorities
have stated the objective of arresting the rise in debt
ratios by the early 19905, Public debt ratios have also
continued to rse in the United States, although the
rate of increase recently has decelerated. In contrasi,
debt ratios now appear (o have been stabilized in
Germany, and they are beginning 1o fall in Japan and
the United Kingdom, where a further decline is ex-
pected in 1990 on the order of 2 and 3 percentage
peints of GNP, respectively.?

In the United States, the Administration’s mid-
session budgel review, released in mid-July 989,
estimaled the federal deficit in FY 1989 (the year
ending September 30, 1989) at 3148 billion, compared
with a Gramm-FEudman-Hollings (GEH) iarget of
$136 billion and slightly down from 5155 billion in
FY 1988 (Table 7).° The revised projection is substan-
tially below the Januwary 1989 estimate of $160 billion,
partly because of the uncxpectedly high iax receipis
collected in April 1989, For FY 1990, the Apnl ““hi-
partisan budget agreement™ is aimed at achieving
budgetary savings consistent with the GRH target
(3100 billion) for that fiscal year. While the agreement
is clearly a step in the right direction, it is questionable
whether it will achicve the intended reduction in the
deficit over the medium term. As explained in previous
World Economic Outlook reports, the technical as-
sumptions underlving the “‘current services™ esli-
mates, from which the need for additional measures
is assessed, appear o contribute o a downward bias
in the Administration’s deficit projections. The staff is
projecting federal deficits of 5145 billion in FY 1950
and 3158 billion in FY 1991, well above the GRH
targets of $100 billion and 364 billion. respectively,
suggesiing that further measures (o reduce the defici
are likely to be required.™

In Japan, fiscal consolidation advanced considerably
in 1987-88, through efforts to control expenditure and
because the effect on revenue of strong income growth

* In Japam. the ratio of gross public debt 1o GNP s sull high: 1be
difference between gross amd net debd reflects primarily  social
secumly ansels.

* The limits under the GEH Act are binding only on forecasiy of
the following fiscal year™s deficit: once a fiscal year is ander way.
there s no mechamism requiring further action shoald the actual
deficit exceed the ORH target. See Mote 1 1o Table 7.

= Mejiher the stall nor ihe Admimistrafion estimates include am
allpwance for the polestial spending effects of the thnft industry
reform package (the Financizl Instifutions Reform Hecovery and
Enforcement Act of 1989, which became law on Augast 9, 1989,

©International Monetary Fund. Not for Redistribution



Tahle 7, United Siates: Current Services Estimates
of Federal Budget Deficit, 1967-93

{Fiscal vears: in ballsons of 7.5, dollars)

ISET 15X 1589 190 1991 1991 1592

Adminkiralion calimmabes
February 1943 Ms MR M3 XM ... ... ...
Augasy 1983 Sy I3 IM O IE ... .0 vas
February 1986 |82 13 03% 136 I ., ..
Augusl |9Es 172 140 0l& 91 Mo, ...
Japuary 1987 1I7% 1% §47 1 om0 T, L,
Augusi |95T 15 16l 16 146 13 W08
February 1988 151" 148 132 I &= & 3
Aupasl 1988 1510 152 132 o s B 33
January |98% 151" 15850 e 13T o w39
July 198% 1510 1550 4 1M O 9y I

Memorandum

Jisly 1989 mid-session
review of budget®  130¢ 130" 148 % B} &Y S0

Maximaum deficiis
stipulated by:

Origimal Gramme- 144 108 N 3 = ...
Rudman-Hall-

ings (GREH) Act

Amended (GRH) ... 144 1} 100 & 23 —
M'l

Fumd stafl working
axsumpLion® 151 155" psr 148 158 4% 128
As percent of GNP Ja 33 30 26 DY LY 19

Sources: Budiper of the Daired Stares Governaens (various isswes);
and Fand siaff estimaics,

Mode: The current services estimale imdicates what the federal
budpel defich would be on the basis of no changes in ibe existing
tax sysiem and current spending programs, Both the Adminisiration
and siafl esiimates include assci sales im revenue propecisons. b
ik GRH targets exclode such sabes. la FY 198% and FY 19590 such
sales are minimal; im FY 1991, they are estimated xt 52 hillion,

Meither the Administration nor the siaff estimates include an
allowance for the spending effects of the thnf indusiry rescue
package.

! Actmal.

! Executive Office of The President, Office of Managemeni and
Budget Mid-Session Review of the Budger, July 18, 1989, Table 1.
These estimates incorporate proposed changes im current tax and
expenditure programs.

' Under the revised Gramm:Rudman-Hollings (GRH) law, the
baseline projecison is essentially a current services estimabe derrved
wsing Office of Management apd Budgel economic and technical
assumptions. The law stipalates that budgel deficits must decrease
annually and specifies measwres that must be laken to achieve this
resull. If by October 15, when final estimates are reqaired, the
estimated GEH budgel baseline deficit exceeds 5110 billiom {the
1990 deficit 1argel of 5100 billion plus the S10 billion “‘cushion™
allowed under the lawl, a sequestration is triggered 1o reduce the
bhaseline deficit.

! These defcal extmmates are based on the Adminastrabion’s currenl
vervices estimales adjusted for differences in economic assamplions.

" These figares are Fund stafl estimates of the Admimistration’s
baseline projections (based on informatson in the mid-session nes
view), as an wpdaied official baseline has nol been provided beyond
FY 1991.

Economic Policies

combined with the high elasticity of tax revenue more
than offset the impact of income tax reductions. In
line with the authontics’ medium-term objectives,
fiscal policy is expected to be broadly neutral in 1989
and 1990, In the Federal Republic of Germany, the
stance of fiscal policy in 1989 is expected to be
restrclive, owing mainly o a rise in revenues {egquiv-
alent 1o almost Y2 of | percent of GNP stemming from
new excise taxes and the strong expansion of economic
activity—and notwithstanding the abolition of the with-
holding tax. In 19990, fiscal policy will again become
mildly stimulative, as the third (and final) phase of the
income tax reform plan comes into effect, involving a
nel tax reduction equivalent to almost | percent of
GNP, In Canada, the fiscal deficn s projected 1o
decline by about | percent of GNP between 1989 and
19400 as & resull of substantial measures announced in
the latest budget. In Maly progress toward fiscal con-
solidation remains slow, and the debVGNP ratio is
expecied to continue 1o nse.

In the smaller industrial countries, fiscal positions
generally improved in 1988, owing mainly to strong
economic growth that boosted tax receipts. In 1989
and 1990 the average general government deficit of
this group is expecied (o remain broadly stable in the
range of 2 1o 2% percent of GNP, the lowest level of
the decade. The budget surpluses of Australia and
Denmark are likely to increase as a resull of measures
taken in part to deal with external deficits. Despite
continuing efforts 1o limit the accumulation of public
debt, fiscal deficits are likely o remain high in Belgiom
and Portugal (6-7 percent of GNP) and in Ireland and
the Netherdands (about 4% percent of GNP).

Developing conntries. In many developing countries,
notably those that have recently expenenced debi-
servicing difficulties, the prodracted weakness of in-
vestment and the decling in living standards since the
beginning of the 19805 has placed the resumption of
sustained growth at the top of the policy agenda. With
persistent external financing constraints, it has become
increasingly evident that, if the growth performance
is to improve, a substantial proportion of the required
increase in investment will have to be financed by
national, rather than foreign, saving and thal available
respurces will need 1o be allocated more efficiently, A
growing number of countries have already imple-
mented—or are in the process of introducing—struc-
tural reforms in the areas of trade. pricing, and tax
systems, incleding measures directly affecting the
financial and public enterprise sectors. These measures
aim al improving international competitivencss, stim-
ulating saving, and reducing the cost and time reguired
in adjusting 1o external shocks. In spite of these effors,
it is becoming increasingly evident that the resumplion
of growth will nol materialize in a macrocconomic
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envirponment of large fiscal deficits, rapid monetary
expansion, and accelerating inflation, Indeed, the re-
cent expenicnce of several countrics suggesis that it is
extremely difficuli to maintain the momentum of struc-
tural reform in an environment of large and growing
macrocconomic imbalances.,

Following some slippage in fiscal adjustment during
1986-87, a number of developing countries strength-
ened their budgetary positions in 1988, a trend that is
expected 1o continue in 1989, However, fiscal deficits
In many countrics remain excessive; they contnbute
to the crowding out of pnivate demand while raising
the nisk of inflationary financing. Thus, inadequate
fiscal adjustment has been a major contnbutor 1o the
continuing weakness of private investment as well as
tar the recent acceleration of inflation in a large number
of countries.

Inflation has become a serious problem in many
countries in the Western Hemisphere. Some countries,
such as Bolivia, Mexico, and, earlier, Chile, have
successfully confronted the problem and have brought
inflation reasonably under control through persistent
figcal restraint and frm monetary policies. The result-
ing improvéement in macroeconomic conditions and
increased confidence in the policy process have per-
milted these countries 1o strenglhen significantly their
structural reform efforts in many areas, including trade
liberalization. By conirast, attempls at stabilization in
Argentina and Brazil have been short-lived, owing
mainly to a lack of adeguate support from fiscal policy.
In both countries, fiscal balances have detenorated
again after a temporary improvement in 1988, while
monetary growth and inflation rates have acceleraled
inte double-digit monthly rates,

Macroeconomic imbalances and rising inflation also
have become a matter of serous concern in other
countries, including China, Poland, and Yugoslavia,
where direct price and administrative controls were
commonly used in the past to guide resource allocation
and product distribution. In these countries, the grad-
ual implementation of market-onented reforms intro-
duced in recent years has been accompanied by a rapid
risg in aggregate demand resulting from lax fimancial
policies, which in some cases reflected in part diffi-
cultics in introducing indirect instruments of demand
management. In addition, supply constraints and price
reforms have resulted in major shifts in relative prices
in some countries. In China, the resulting acceleration
of inflation has recently led w a strengthening of
administrative controls over prices and investment. In
contrast, financial policies have remained expansion-
ary in Poland, and in Yugoslavia efforts undertaken in
1988 1o tighten policies have not been sustained.

Reflecting a growing recognition of the deep-seated
structural weaknesses that plague much of Afrca—
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including a narrow production base, inwdequate infra-
structure, and underdeveloped financial markels—
structural policies have playved a particularly important
robe in this region in recent vears, With agriculture
accounting for a large parl of oulpul and expors,
agricultural pricing and marketing systems have re-
ceived considerable attention. For several yvears, Ghana,
Madagascar, and Senegal have successfully combined
structural adjustment with fiscal consolidation and
monetary stabilization. Suructural reform efforts have
been significant also in Kenya. Morocco, and Migeria,
where budget deficits have recently been reduced and
monetary ¢xpansion has been brought under firmer
conirol. However, in 2 number of Afncan counines,
notably Cdte d'Ivoire, Zaire, and, more recently,
Tanzania, financial conditions have begun to deterio-
rate, threatening hard-won structural improvements.

Several Asian and European developing countries
have also implemented structural reforms aimed at
transforming their predominantly inward-looking in-
dustrial and agricultural structures into more open.
outward-leoking economic systems. In India, Imdo-
neésia, and the Philippines, this process has been
supported by cautious financial policies in recent vears,
which have helped to contain inflalionary pressures
and to respond successfully o adverse developments
such as severe droughts (in India) or the sharp decline
in oil prices in 1986 (in Indonesia). By contrasi, in
Turkey the shift toward expansionary fiscal and mon-
elary policy since 1985 has led to a marked widening
of macroeconomic imbalances and to a halt, or even
a reversal, of previous liberalization efforts. Expan-
sionary financial policies were also primarly respon-
sible for the relatively limited success of structural
reforms in Pakistan in recent vears, although the stance
of demand management policies has shifted toward
restraint since mid-1988,

The strong tradition of outward-oniented develop-
ment siralegies, combined with generally cautious
fiscal and monetary policies, has been an imporiant
reason behind the remarkable macroeconomic per-
formance in recent yvears of a number of Asian econ-
omies, including those of Korea, Malaysia, Singapore,
Taiwan Province of China, and Thailand. In Korea
and Taiwan Province of China, however, large exicrmal
surpluses have complicaled monetary management al
times and have raised concerns about the susiainability
of the economic expansion. In order to facilitate
external adjustment, both economics have allowed
their exchange rates to appreciate and have introduced
significant import liberalization measures.

Among the fuel exporting countnes in the Middle
Easi, fiscal balances continue o be strongly influgnced
by developments in the international oil market, De-
spite large expenditure cuts, the budgetary and external
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pasitions of these countries have deteniorated sub- by the subsequent partial recovery of oil prices, Saudi
stantially since the early 1980s, reflecting a dramatic Arabia, Qatar, and the United Arab Emirates have
decling in oil revenues. Adjustment efforts were in- achieved significant improvements in their fiscal

tensified after the drop in oil prices in 1986 and, aided posilions.
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Chapter 11

Alternative Medium- and Long-Term Scenarios

This chapler discusses vanious scenanos infended
tix Facilifate the anslysis of pelicy isswes in the industrial
countries. The first scction presents the stafl s baseline
projeclions for the next five yeurs on the assumpiion
of unchanged policies. This is followed by a synopsis
of varous scenanos intended to assess the impact of
alternative policies and markel developments in a
miedium-term context. In the following section the staff
takes a longer-term view and focuses on the possible
consequences of prospective demographic develop-
ments for private saving and other key macrocconomic
indicators in the major industrial countries.

The Baseline Projections

The s1afl s medium-term baseling projections for the
industrial countries' are develeped on the customary
1echnical assumplions of unchanged pelicies. constant
real exchange rates, and unchanged oil prices in real
terms, The nature and implications of these technical
assumptions were examined in detail in the April 1989
Wil Ecomovmic Outlook,

The baseling projections envisage that growth of
output in the industrial countres will moderate from
an unusually Fast pace of 4% percent in 1983 1o under
3 percent in 19K (Table 8), During 199]-94, oulput
growih will average 3 percent a vear, roughly in line
with the estimated growih of potentisl GNP, These
projections assume that the expansion of aggregate
demand will moderate as a result of restrained financial
palicies—including a sizable reduction in budget def-
icils in relation to GNP in several countries, notably
Canada and the United Statcs—while the growth of
potential ouiput will be raised somcwhiat by recent
actions in the structural area, by progress tovward the

' The baschne projecisons for the developing coaniries, togeiher
wilh o number of slcrastive modnm-1em scenanos, ane documssd
in Chapaer IV

12 These avsumpdions reflect primarily o wish b0 ovoid pablscataon
ol progections for “seastive’’ varnables as well as the complexities
involved in forecasing varinbles such os exchange rmales, The
asumption of wnchanged policses does not, of cowrse, nle ot the
paosssbiiny of policy slaptations i ibse future,
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completion of the internal market in the Europcan
Community. and by the recently enscted Free Trade
Agreement between Canada and the United States.

O thie basis of current price developments. inflation
is expected to sceelerate sigmificantly im 1989, but it
wisuld slow in the next several veurs. This projection
is based on the assumption that some of the temporry
factors that have boosted prices recently—including
the rise in ol prices and increases in indirect tases—
will gradually taper off, and that monetary pabcy wall
remain commiticd to bringing the expansion of demiand
under control. The rate of increase in the GNP price
deflator for the industrial countrics as a group would
nise from 3% percemt in |92 (o mere than 4 percent
in 1989, before falling to 3% percent an 1990 and
declining gradually to an annual average of 3% percent
in 19891-94, Among the large industrial countries, the
projected reduction in inflation would be particubarly
significant in the United Kingdom. [taly, and Canada.
three countries currently expenencing relatively high
rales of prce increase,

In 1987-88, total domestic demand increased faster
than real GNP in the Federal Republic of Germuany
and Japan, while the opposite occurred in the United
States. On the customary techmical assumpltion of
unchanged policies and constan real exchange rates,
however, the relation between the growth rates of
ouiput and domestic demand is expecied o reverse
itscll by 199, and over the mediom term these van-
ables would tend o grow an similar rates o oll three
countries. These developments would be reflected in
the persisience of large current account imbalances,
In relation to GNP, the surpluses of Germany and
lapan over the medium term would remain close to
their levels in 1990, while the deficit of the United
States would widen slightly,

Alternative Medium-Term Scenarios

The analysis of medium-term scenamos in previous
Waorld Economic Owtlook reponts has focused on the
consequences of a varety of markel reactions, cxog-
enous disturbances, and policy actions in the industrial
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Table &. Major Indusirial Countrles: Indicators of Economic Performance, 197694
{Changes, in percend, excepl where otherwize noted)

Average Average!
197685 [E 19&T 1988 | Gt 155 [ T
Canada
Heal GDP 14 LN | 4.5 L%} 26 10
Beal iolal domestic demand 30 4.2 4.9 iR 54 2.1
GNP deflaior 7.1 1.4 4.1 4.1 5.2 4.4
Giemeral government financial balance® (in percent of GDF) —d4.10 =56 =d.& =34 -1% -39
Current sccound balance (in percent of GO —~E =211 =1.7 =1.7 -9 - 1K
Giross private imvesimend {in percent of G 5 18.2 188 poilli] 201 21.4
United Staes
Fesl GNP 30 2.7 37 44 ra ] 2.1
Real 1onal domestic demand j4 33 32 33 .l 2.4
GNP deflazor b4 2.4 N | 1.3 4.5 4.4
Cicmeral povernment financial balance® (in percent of GNM =4 =34 =23 =10 =2 = |8
Curreni accound balance {in percent of GNP =8 =131 =32 =214 =24 =23 wini
Giross private iavesiment (in percenl of GNP [ L 157 154 133 T4 e
Japan
Real GNP 4.5 1.5 4.5 57 4.9 4.7
Real 1o1al domestic demand 16 4.1 3.3 1.7 51 A6
GNP deflasor L ] 1.8 =02 0.4 1.8 1.3
Gemtral government financial balance? (in percont of GRPM =16 =% 0.6 1.4 20 2.2
Currenl account balance lin percent of GNP 1.1 4.3 16 2B 2.5 1.9
Giroas privale investmend (in percent of GNP 4.8 21,2 IR 5.6 269 6.8
France
Rexl GDPF 34 23 i.% 15 34 L]
Real 1oial domestic demand 22 d.l 10 16 ik 5.0
GNP deflator 97 21 29 1 13 38
Ciemeral government financial balance® (in percent of GDF) - | .6 =16 =1.6 -1.4 - .4 =14
Current account balance (in percent of GDP) —ild 0.4 -0.5 -0.4 — b -5
Giross private isvesimend {in percent of GEOF) 188 159 6.7 17.5 179 8.1
Giermany. Fed, Kep. of
Besl GNP X | x3 i.v EX 4.0 o i
Kexl 1onal domestic demand 1.9 33 2.9 3.7 &7 i :
GNP deflator 34 EN | 2.0 1.5 i3 2.5 ki
Cieperal povernment fnancial balance® (in percent of GNM =14 =1.3 =1.8 =0 = {2 =i, 9 .
Current account balance (in percent of GHEF) i 4.4 4.0 4.0 4.5 4.5 o 5
Ciross private imvesiment (in percemt of GNP 8.1 7.1 173 1% 190 mi p
laly
Real GDPF LI 1.6 1o 19 11 19
Real 1o1al domestic demansd 16 1.9 4.6 4.3 1.7 14
GIDP deflator I15.7 1.5 6.1 6.0 it 51
Gemeral government financial baksnce” (in percent af GOFP) =99 =17 =11 =006 =I0&6 =05
Current accoum balance {n percent of GEH =4 0.4 =3 =5 = 1 = .1
Ciross privale investmend (in percent of G 159 17.8 17.% 17.4 180 I7.E
United Kingdom
Real GDP 1.9 32 d5 4.2 10 2.7
Feal ioial domestic demansd 1.8 4.2 52 6.2 16 1.1
GIDP deflator (B8 14 4B 6,7 7.5 7
Gerseral government financial balance® (in percent of GDF) - N4 =14 =1.5 oW 1.9 »o
Current accound balance (in percend of GO K —_— 0.9 -3.2 =17 =X
Gross privale isvestmend {in percent of GDF) 8.7 15.6 16.4 1£.5 175 1.4
Magor Indusinial Countnes
Foeal GDPGNP 3l .7 16 4.5 is o 0
Real 1onal doncsti demansd 30 16 18 4.6 14 LR 11
GDPGHP deflator R 3.0 .7 T 4.0 6 1.1
Gieneral povernment fnancial balance (in percent of GDPGNPP - 1.9 =33 =22 =17 = 1.3 =1.2 ~0.4
Currenl aceount balance (0 percenmt of GDPGNPY® =2 =i, -0.3 =04 =% =4 =03
Ciross privale iavestment (in perceal of GDPGNF* i85 ) 1y 1£4 1.0 w5 .l

! Projections ane based on 1he assumptioas of uschanged policies and comstant resl exchampe rates and oil prices.

! Wational accounts basis,

' Afver adgusimend Tor the efects of the drought on farm outpal, the growth of real GNP in the United Sates would be 3 percenl in 1988
and 2.2 percent in 1989,
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1= MEDIUM- AND LONG-TERM SCENARIOS

Table 8 (concluded), Major Indusirial Countries: Indicators of Economic Performance, 1976-594

(Changes, im percem. except where otherwise moted)

Average
197685 1984 I5ET 155 L

i
e
2

Diher Industres] Coundres
Eeal GDPGNP
Real vodal domestic demand
GDPONP dellator
Cuarrent stoount halance (in percent of GINPAGNPFF

Al Indusimial Cousinies.
Real GDPGMEP
Real total domesiic demand
GDRRGHNP deflazos
Current account balance (in percent of GDPGMPRE

.3 2.3 1.9 3.3 ER 1.3 19
I8 LI ] 13 1B 1.6 1.5 LY ]
8.3 6.2 4.8 4.9 b 4.4 4.0
1.7 ={LI =14 =06 =09 -9 =14
10 2.6 13 4.4 3.5 29 50
r3 LN LT 445 14 k] N |
10 54 Lo 3.2 4.1 LY 3
04 =01 -3 —0.4 =3 -4 -0.5

* The last column ralers o 1594,

countrics. In these scenarios, some of the key as-
sumptions underlying the baseline projections are re-
laxed: exchange rates are allowed to evolve in response
to tensions in foreign exchange markets or 1o changes
in fiscal and structural policies; and the consequences
of inflationary shocks are evaluated under alternative
assumplions regarding the response of monetary pol-
icy. This section briefly reviews the main conclusions
and implications of those scenarios, as they stand
behind some of the policy assessments presented in
Chapter 111"

Market Reactions and Polic
Adjustments to External Imbalances

The first group of three scenarios examines the
possible implications for the world economy of a shifi
in investors’ preferences away from U5, assets, and
of macroeconomic policy adaptations aimed at reduc-
ing the nsk of adverse markei reactions to continued
imbalances and at strengthening the foundation for
sustained noninflationary growth,

In the first scenano il is assumed that, with mounting
evidence of stalling in the adjusiment process, market
participants come 1o view current accouni imbalances
among the three largest couniries as unsustainably
large over the medium term in the absence of new
policy initiatives or exchange rale changes. As a resuli,
investors are assumed 1o reduce their demand for U.S.
assels, thus precipilating a sizable drop in the nominal
effective value of the U.5, dollar, Initially, the com-
petitive position of U5, producers is enhanced and
the real trade balance of the United States improves.

U Detadls on these scgnarios, which draw om & combanation of
Juedgmentsl sdjusiments and simulations performed with the stall™s
maulti-couniry economeinc model (MULTIMOD), can be found in
the October 1968 and Apeil 1969 issses of the World Economic
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However, the expansion of demand. coupled with
existing capacity constraints, gives rise (o considerable
pressure on U5, prices, leading to the progressive
erosion of competitiveness gains. Because the Federal
Reserve 15 assumed to resist these pressures, LS.
inierest rates rise sharply in relation to the bascline
prajection, contributing to the crowding out of invest-
ment. As a result, real GMP in the United States rises
imitially, but it falls below the bascline in the medium
term. The rise in interest rates also leads (o a deteni-
oration in the U5, investment income balance, which
tends 1o offsetl the positive impact of the improving
real trade position on the current account.

In the Federal Republic of Germany, Japan, and the
other indusirial countries, the initial effects of nominal
exchange rate appreciation gradually dimimish as do-
mestic inflation falls while it accelerates in the United
States, Real GNP in these countries is initially reduced
as exports are affected by the weakening of U.S.
demand, Ouiput tends to recover over Lime, owing
parily to lower interest rates, but after five vears the
level of output in these countries is al or below the
baseline. The current account imbalances of Japan and
Germany initially decline in relation to GNP, but the
narrowing of trade surpluses is gradually offset in the
medium term by rising interest receipls.

In summary, the medium-term consequences of the
markel reachion scenano are lower oulput in the
industirial countries, little lasting reduction in current
account imbalances, and weaker investment in the
United States. Moreover, as a result of higher mterest
rates on U5, dollar-denominated assets, the debi-
servicing burden of the developing countries rises
considerably in relation to the baseling projection,
leading 1o a culback in external financing, a compres-
sion of imports, and a reduction in outpul, These
results support the view that as long as the LS,
economy is operating at high levels of employment, a
depreciation of the dollar could have undesirable
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effects of it were nol accompanied by appropriaic
policy adjustmenis.

The second scenario illustrates the effects of mea-
sures (o improve the federal fiscal position in the
United States along the lines of the Gramm-Rudman-
Hollings targets. These measures lead 1o a temporary
weakening of aggregate demand and output in the
United States, However, in contrast with the market
adjustment scemario, investment strengthens owing to
considerably lower U.5. interest rates, and the U.S.
current account shows sustained improvement as the
real depreciation of the dollar in this scenario is
accompanied by an improvement in the net investment
income balance, Moreover, U.S. inflation is consid-
grably lower than in the markel reaction sSCenans,
partly because the nominal depreciation of the dollar
{and thercfore the rise in U.S. import prices) 15 much
smaller.

In Germany and Japan, the performance of output
is weaker than in the market adjustment scenario, as
the adverse effects of the reduction in U.5. demand
more than offset the impact of lower interest rates.
However, these countries experience a significant and
lasting reduction of their current account surpluses.
Moreover, because the level of world mterest rates is
much lower in the fiscal adjustment scenanio, the debt-
service ratios of the developing countries are consid-
erably lower.

The third scenario illustrates the effects of a com-
prehensive package of budgetary and structural mea-
sures in the industrial countries, including fiscal tight-
ening in the United States and the implementation of
a number of efficiency-raising measures in Canada,
Europe, and Japan, The combined effect of the struc-
tural measures in these countries is 1o lower inflation
and interest rates and to raise the investment ratio and
the level of output relative to the bascline. In general,
the effects on the current account balances are not
large. However, output in the developing countries is
significantly higher by the end of the projection period.
In comparison with the market reaction scenano, the
combined fiscal and structural adjustment scenarno
leads to significantly higher output and investment
worldwide, lower inflation and interest rates, and a
lasting reduction of external imbalances among the
three largest industrial countries.

Alternative Policy Reactions to
Inflationary Disturbances

The first scenario within this group considers the
possibility that the momentum of aggregate demand
in the industrial countries could be stronger than
envisaged in the baseline projections, and that in some

Demographic Developments and Private Saving

countries the degree of slack in labor and product
markets may be smaller than estimated. By allowing
for these risks, this scenario illustrates the possibility
of & worldwide acceleration of inflation in the absence
of significant policy responses. A second scenanio
assumcs that the monetary authornities in the industral
countrics act immediately o curb the rate of monetary
expansion with the aim of containing the pressure on
prices. The result is a rise in interest rates, and some
crowding oui of the interest-sensitive componcenis of
demand im the industnal countries. The level of output
in the industrial countries would weaken initially, but
after a few years it would be somewhat higher than in
the first scenano, while inflation would be substantially
lower. However, the developing countries would ex-
penence a substantial nse in interest payments on
their external debt and a compression of demand and
imports. The third scenario in this group illustrates a
siluation in which the monetary authorities in the
industrial countries allow inflation to rise in the short
term and then react by tightening monetary conditions
in subsequent perods. Because inflationary expecta-
tions would be allowed to worsen, the result of delaying
action Lo deal with inflation would be a larger drop in
investment and real GNP in the industnal countries,
and a steeper nse in interest payments coupled with
a more severe conlraction of imports and real expen-
diture in the developing countries.

In summary, the scenarios suggest that considerable
costs would be incurred by delaying the reaction of
monetary policy to an inflationary shock. With an
carly tightening of monetary policy, inflationary pres-
sures could be dampened with a smaller sacnifice in
terms of output and employment in the industrial
countries, lower world interest rates. and therefore a
less severe impact on the debd burden of the developing
countrics. Yet, even in the scemario with an carly
monetary correction, inflation and interest rates would
be significantly higher in the ncar term than in the
baseline projection. Action to reduce fiscal deficits in
several industnal countries would lighten considerably
the task of monetary policy in resisting inflation. It
would help 1o curb the momentum of aggregate de-
mand, reduce the crowding out of investment, and
diminish upward pressure on inferest rates.

Long-Term Demographic Developments and
Private Saving in the Major
Industrial Countries

This section presents a scenario that has a longer-
term fogus than those included in past World Economic
Ouilook reporis: it examines some of the macroeco-
nomic implications of the demographic developments

3l
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Il = MEDIUM- ANMD LONG-TERM SCENARINDS

that are projecied for the major industrial countries
over the next scveral decades. The analysis 15 a
preliminary attempt to quantify some of the direct
effects on private saving of the prospective aging of
populations, and the resulting changes in real interest
rates, investment, and current account balances. While
the horizon for the analysis is long, its implications
are relevant for the medium-term stance of fiscal policy
and for the assessment of external imbalances. These
implications are examined further in Chapter 111.

Since the mid-1970s, private-saving ratios have de-
clined in a number of industnal countres. In cerain
countries, especially the United States and Canada,
these declines have exacerbated the effects on national
saving of large government deficits. The reazons for
the decling in private saving rates have been examined
in many studies. ™ In this section, the focus is on the
effect of the aging of the population that is projected
1o oocur in mast industrial countries on the prospective
evolution of saving.

The scenano presented in this section relies on
econometric  model simulations  performed  with
MULTIMOD.Y In order 1o isolate the possible effects
of longer-term demographic changes. the model's es-
timated equation for private consumplion was adapted
to include the ratie of dependents to the working age
population as an explanatory variable. " Histoncal data
on dependency ratios in the major industnial countries,
together with projections through 2020, are presented
in Table 9. In all countries excepl the United Siates,
dependency ratios are projected 1o increase substan-
tially over that period owing to a rise in the share of
the population aged 65 and over.” The aging of the
population would be particularly rapid in Japan and
the Federal Republic of Germany; compared with the
estimates for 1990, dependency ratios would be 6 1o 7
percentage points higher by 2000 and 10 to 11 per-
centage poants higher in 2030, The dependency ratios

# Ree Amdrew Dean and others, “'Saving Trends and Behaviour
in OECD Countries,” OECD Working Paper Mo, 67, Jane 1989,
and references iBerein,

* A detaled descripuiona of ihe MULTIMOD can be found in
Sl Seudlies for e World Ecomarsic Durlook, Research Deparimend
af the Imermasonal Monciary Fund, July 1988,

“ The equation for comsemplion i MULTIMOD also mcledes
real wealth, real disposable income, and ihe real interest rale as
explanatory varables, Atlempis to distimguish the elfects of young
and ol dependents so far have not been successfil, The estimated
consumpibon equaiion, as well as farther deindl of ke model
simudaisons, will be described im a fonbooming IMF Working Paper.

" The relatively high dependency ratios in the 1960 and 1970s
reflecied a high propomtion of the popalation wnder 15, 11 should be
moted ihat, in severnl countries, o significant par of ihe population
aged 13 10 20 should also be consedered as dependent. Adjusting
the depemdency ratios for this fecior probably would alter the imang
ol the effects om saving of population aging. but it is wnlikely o
bve @ sigmificant impact on the magnitude of the resulls.
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Table 9. Major Industrial Countries:
Dependency Ratios!

{ln percent)

Progedisans
1960 |50 15985 1990 1995 100 2005 2010 3015 2000

Unived Suates T OET M 52 5 N 4 4 M 8
Japan O 45 4T 48 45 47 53 M T OB
Germany, Fed.

Rep. af 47 5T 41 4 47 4 51 51 %)
Framce .- 1 2 2 B3 B 2 5N 3 8N
Uniced Kingdom 34 38 32 52 M4 34 53 53 %53 &7
Ialy ... 5D & 46 4T 4B S0 & M) 5N
Cannda T0 &2 47 47 48 48 46 47 M0 AR

Source: Demographic Databank, Social Affxirs, Manpower and
Education Directorsie, OBECD,

;&Hhﬂmlﬂhn-nd (14 ard over &% to population aged
1 ]

are also expecied to increase in other major countries,
but those increases would be more modest and would
tend to occur later. (In the United States, the rise in
dependency ratios is projected o star only afier 2000,
but further increases are projected after 2020.) It should
be moted at the outset that these demographic projec-
tioms (as well as the estimated effects of changes in
the age structure on saving) are subject to considerable
uncertainty; thus, the simulation results should be
interpreted with caution. ™

The large changes in dependency ratios that are
projecited can be expected to have two major effects:
(1) the demand for social services, including medical
care and public pensions, will increase; and (2) house-
hold saving rates are likely to fall as the share of the
population that is employed declines, given that this
group typically saves for ils relirement years, as
suggesied by the life-cycle theory of consumplion. ™
The scenario presented in Table 10 examines only the
latter effect: starting from a baseline that extrapolates
recent trends over the medium term and keeps de-
pendency ratios constant at their 1995 levels, the

& mapor source of uncerainiy in the demographic projections
stems from the prospects for imermatbonal migration s Europe as
well as in Morth America, There i also considerable uncertainty
about 1be prospective evolution of fertility mtes, which in some
countrics kave changed dramatically in b past several decades,
Mo sitempt was made o progest dependency ratios for the smaller
indusirial coumiries and ibe developing coumiries; ibhese mlios ane
Juu-wg 10 remain unchanged in the scenanio thai is presemied in
Table 10.

= Both istues have been examaned by Peter Heller in * Agng.
Savings, and Pensioms in the Growp of Seven Countries: 1980-
2025, IMF Working Paper 'WFRE 13, January 3. 1989, S also
Robert Hagemann and Giaseppe MNicolelti, “Aping Popalaisons:
Implicatsons. for Public Finanoes.” and Aben Auverback and odhers.
“The Ecomomic Dynamscs of an Aging Population: The Case of
Four OECD Economecs,” OECD Working Papers Nos. 61 and 63,
Janasry 1989,
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Table 10. Effects of Prospective Demographic Trends in Major Industrial Countries

{Average annual deviations from baseline)

15 B o] =0% = 10 20 L=15 Hild=10
United Stabes
Real GNP (percent) =il -3 o 0.7 14
Reul domestic demmnd (percen) -4 - 1.2 -1.E -1.9 - 1.5
Long-terms real imterest rate’ ol -4 =5 0.2 1.7
Real effective exchange rate =% =21 =414 4.9 -4.8
iAs @ porcent of haseline GNEY
Carrend acooant halance 0l (AR 1.5 1.9 |
(eenerul government fimancial balance A | — (iX 1] [IN] (i T
Private saving 0l IR (K 1.% 1.7
(Eroms private investmenl | LK1 0.1 ~ .0 -2
Met foreign assets 0.7 L3 B2 157 IR.T
Japan
Real GNEF (percent) 0} T L8 0.4 —i1
Real domestic demand ipercent) .6 i% 54 49 5.4
Long-lerm real imterest rte' = 1.0 = || A A | 1.5 1.3
Real effective exchange mie 0% 24 B4 ([ 13,5
A% @ porcent of basehine GNFPY
Carfenl accownl balance =02 =K = 1.5 -1l -1E
Gieneral povermmend lnancal balangs i ol 0z 0.2 [N
Prvake savang L] 0.3 I.1 =21 =13
Liross prvale investms| 03 0.6 LR 0.2 =02
Met forcign assets = 1.4 =42 -H.A4 =139 =MLE
Ceermiany . Fed. Rep. of
Real GNP {percent) [N} ol -2 -k ~ 1.0
Real domestic demand ipercenth (1] 1.0 1.7 1.7 1.4
Long-term real inderesi rate’ ~i.3 ~ {3 — i (i 1.9
Real effective exchange mie [IN] 0.5 R 0.5 [N
iAs & pereent of baseline GNP
i sccount Balange -0, -0% - 1.4 =17 -2.3
Geeneral povernment liaancial balance 0.1 i = {1l =i L]
Prvale savang ol | =.H = 1.4 =B = 1.6
(iross privale investmsnl 0.1 .l il =2 =i
Met foreign asscls -1, 7 =11 =16 = |2.E = |K.2
Dhiber Groap of Soven Countries
Real GNF (percent) L] 0.1 o [N [11]
Real domestic demand [percent) ol 0.2 0.2 ol |
Long-term real imferest rate' -2 -2 = 0% 1.9
Real effective exchange rate =00 =.2 — Lk =11 - 1.4
iAs m percent of baseline GMPY
Cuarrent sccount balance — .0 = i {1 0l o
(renernl government fmancial balance [iN] .1 ~ =1 i1
Private saving =0 .1 2 .l -1, 4
(rross private investmeni [iN] 1 1 =i,1 =4
Mel foreign assels [iN] il {17 [ .5

! Mumbsers refier (o last year of period,

demographic structure is altered to incorporate the
projections described in Table 9.7

As shown in Table 10, the effects on major industrial
countries differ markedly. At a global level, the aging
of the population leads 1o lower saving rates, and

= The Fusd siafl is currestly planning to exiesd the amslysis 1o
cover ibe effects of higher demand for social services as well s
odher relevant Bsciors sisch as the effects on aggregate supply of the
projected sbswdown in labor force growth,

eventually 1o higher real interest rates, In turm, higher
real interest rates tend to depress investment, leading
over nme 1o somewhat lower potential outpul. These
effects would continue after 3020, as investment re-
sponds with a lag o the hgher real rates, eventually
leading 1o a substantially lower capital stock and 1o
lower potential output. The differences in the speed
of aging resull in large changes in currenl account
balances. In the United States, there is a decline in
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il = MEDIUM- AND LONG-TERM SCENARIOS

bath private consumption and investment and, hence,
abszorption teads to fall relative to output; as a result
the current account improves, by about 2 percent of
GMP at the end of the projection period. In Japan and
Giermany, private consumption expenditures increase
sharply, competitive positions deteriorate, and current
account surpluses decline substantially. Ouiput nises
imitially in response to the increase in consumpiion
and real domestic demand, but by 2020 real GNP s
significantly below the bascline. In the other major
industrial countries, the evolution of dependency ratios
is intermediate between that of Japan and Germany
on the onc hand and that of the United States on the
olther. As a result, the aggregale current account
position of these countries is not significanily affecied.

The cumulative impact of the changes in current
account balances in the three major countries would
be quite large. By 2020, the net foreign liabiities of
the United States would be lowered by 19 percent of
GMP, and the net asset positions of Japan and Germany
would be lowered by 21 percent and 1B percent,
respectively. (AL the end of 1988, the nel international
positions of the United States, Japan, and Germany
wiere roughly — 11 percent, 10 percent, and 16 percent
of their respective GNPs and they were expected (o
widen further to about — 20 percent. 23 percent, and
36 percent, respectively, by 1994.) As noted above,
these results do nod take into account the effects of
demographic changes on the demand for social ser-
vices: the inclusion of such cffects might lead to even
larger declines in the net assct positions of Japan and
Crermany.

The scenano presented in this section—as well as
the medivm-term projections discussed carlier—as-
sumcs that capital mobility s high, so that current

account imbalances can readily be financed and net
foreign assets or liabilities accumulated without limi-
tation. If capital mobility were lower than assumed.,
and the continued accumulation of external assets and
liabilities were 10 be constrained, the fall in national
saving would necessarily be reflected in slower rates
of capital formation. In particular, domestic investment
in Japan and Germany would decline more strongly in
response to the fall in saving rates, and the level of
petential output would be correspondingly reduced.

Independently of the projected developments for
current accounts, the substantial declines in national
saving rates that might result from demographic changes
in all indwstrial countries suggest that the current level
of saving may be a cause for concern. particularly in
view of the tendency for national saving rates to decline
in many couniries over the past several yvears, In
present circumstances, where the share of the popu-
lation of working age is relatively large. high saving
rates should ensure that assets are accumulated for
consumplion in fulure yvears, suggesting the need to
reduce the absorplion of national saving associated
with the accumulation of public debt. This is especially
imporiant because the demand for social services is
also likely to increase as a result of aging populations™—
a factor that is not captured in the scenano, The ability
of governments to provide those services without large
tax increases may be limited if the public debt is
already a large proportion of GNP, Finally, higher
saving would not only help the indusinial counirics (o
smeoth the path of consumption over time, it would
also provide resources to raise invesiment in the
developing countrics.

M See Heller, WRBWIA, op. cil.
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Chapter 111

Policy Issues in Industrial Countries

The econome siluation of the mdustaal countmes
has improved in many wayvs dunng the 19805, The
expansion it followed the recession of 1981=82 has
been unusually long and has been sccompanied by
substantial job creation and a considerable reduction
of inflation, To a rge extent, these favorable devel-
apments have reflected a reonentation of cconomic
pehicies toward medium-term shjectives and the pro-
gressive strengthenng of intermaiional policy coordi-
maticen, nolably among the major industrl countnes,
In spite of these achicvements, the imdustrial ccon-
omics continue 1o fce a number of difficull problems:
unemployment remains exccssively high in several
countnes, particularly in Europe: large budget deficiis
continue to absork o substantial share of Aationdl
saving in many countrics: the extermal imhislances of
the United States, Japan, and the Federal Republic of
Ciermany remain large, and significant further adjust-
ment seems unlikely on the assumption of unchanged
policies: and the widespread reappearance of infla-
nonary pressures over the past vear has reguired a
substantial fse i short-term interest mies.

In the period immediately abesd, the attention of
policymakers will imevitably focus on the ohjective of
containing inflationary  pressures while avouling a
downiurm in cconomic acliviiy—an issuce that imvolves
difficult judgmentsabout the timing and the appropriate
degree of monetary restraint. It is important 1o rec-
ognize. however, that the difficultics confronted by
the industrial countries reflect in large measure dieep-
sgatled Mscal imbalances and siructural rigiditics and
iistortions, Failure to tackle these fundamental prob-
lems oul of excessive concern for near-term devel-
opments woild ooty store up problems for the future
by perpetuating obstackes to growth, endangering the
credibality of government pohcics. and increasing the
risk of a return 1o the eveles of accelerating inflation
and recession thit charactenzed previous decades.

A Strategy for Durable Growth

The economic strategy of the industnial countries
mist continue to focus pnmanly on the long-erm

ohjective of achieving maximum sustainable growth,
It is now widely recognized that such a sirstegy is
required 1o achicve o lasting reduction of uncmploy-
ment and safeguard living standirds in the industrisl
world without imposing an excessive burden on future
gencrations, Alsa, the achicvement of durable growth
in the industnal countries would moke o mugor con-
tabution to a healthy expansion of The world coomsmy,
and in particular o the resolution of the problems
facing the indebted developing counines,

The success of a growth-onented strteey would
seem 10 involve three mapor challenges for coomnomic
policies:

¢ To promete an environment of confidence and
stability. in which economic decisions are mo signifi-
cantly affected by the uncenainty and the distorions
caused by inflation.

® To ensure an adequate rale of capital formation,
and therefore an adegueite level of saving,

® T ensure that resources are efficiently used by
remaving the distortions that hinder the operation of
markel forces. including those that restoict interni-
tional competilion,

Moving Toward Price Stability

In most of the indusimal countries. the stromg ex-
pansion of demand in the past few vears has pushed
capacily wilization close 1w previous histoncal peaks
and lowered unemplovment rafes close o lor withind
a range that in the past has been associated with
accelerating inflation. Indeed. the averge rutes of
increase in prces and wages for the seven Lirnge
industriayl countries have moved up significanly durnng
the past few vears (Chant 190, In these circomstances,
the tighteming of monetary conditions over the past
vear was fully justified, As illustrated i the scenanos
discussed in Chapter 1, failure 10 confromt price
pressures al a relatively early stage would hiave misde
the task of the monctary authonties even more difficult
and, ultimately, would have led 1o even gher interest
rates,
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FIN = PCRLICY BSSUES IN INDUSTRIAL COUNTRIES

Chart 19, Major Industrial Countries: Selected
Aggregate Indicatiors
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An important issue al this juncture is whether
monctary restraint has been sufficient 1o rein in price
pressures, In some countries, such as the United
States, there are now clear signs of a slowing of
aggregate demand, althoogh the level of resource use
remains high, sugegesting that monetary policy should
remain cautious. In most other industrial countries,
the expansion of demand continues o be very mapid,
and monctary restraint continues 1o be appropriate.
More generally, and given the polential costs of a
return o high inflation, & significant relaxation of
monetary policy in the industrial countries would seem
1o be unwarranied. While the process of conlaining
agpregate demand and price pressures is o without
downside risks in the near term, stafl projections. do
envisage o continuation of the expansion in the indus-
trial countries. albeit at a more moderate and sustain-
able pace. Although labor costs have been accelerating
in sevieral countries, other tvpical warning signs of a
recession—encessive  accumulation of inventories,

i6

overbuilding of capacity. and squeezed profit mar-
gins—appear 10 be rather isolated at present.,

Looking ahead fo the longer term, it wall not be
sufficient to stabilize inflation &t current rates. As has
been repestedly emphasized by the Governors of
several major central banks. current rates of inflation
are unacceplably high, and the ultimate sim of mon-
ctary policy should be o move steadily toward a
situation in which expectations of price changes cease
to be a significamt fctor affecting key economic
decisions.

Raising National Saving

Sustaining the growth of productive capacity over
the long term will require an adequate rate of capital
formation and therefore an adequate level of saving.
Ower the past 15 years, however, nalional saving rates
in the industrial countries have tended to decline (Chan
20). and in some countries they have reached levels
that are well below the averages of previous decades.
It is possible, of course, that technological advances
and improvements in efficiency might boost the pro-
ductivity of capital and labor in such a way that
satisfactory growth in potential output could be achieved
with lower investment and saving rates than in the
past. But long-term productivity rends are exceedingly
difficult to predict, and a strategy based on an overly
oplimistic assessment of these trends would run serious
risks. Improving the performance of national saving
must therefore be a major objective of economic policy.

To some extent, this objective could be pursued by
removing a variety of distortions that affect the level
of private saving in several industrial countries, in-
cluding certain tax preferences amd other (estures of
existing tax systems. Such measures also would con-
tribute to improving efficiency by removing inappro-
priaie incentives to channel saving into real estate and
away from financial invesiment, However, the expe-
ricnee of past decades sugpests that the effects of tax
policies aimed al raising private saving should not be
overestimated. Accordingly. the most effective and
direct way to deal with the inadeguacy of mational
saving is to improve the financial position of the public
sector. It should be noted, in this regard, that the
trend toward lower natienal saving in the seven majpor
indusirial counines since the mid-1970s reflects in
large measure a fall in government seving . as illestrated
im Chart 20,

Im the past several vears, many industrial countries
have made substantial progress in reducing their fiscal
deficits, and some countries—such as the LUmited
Kingdom, the Mordic countries, Australia, and Japan—
are now expenencing budget surpluses al the general
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government kevel. However, fiscal deficits remain large
in the United States, lMaly, Canada, and in several of
the smaller industrial countries, So far, the impact of
these deficits on investment and growih has been
muted, first by a substantial margin of unused resources
in the early stages of the current expansion, and, in
the case of Canada and the United States, by the large-
scale use of foreign saving. Bul the economic slack
has now been absorbed, and continued reliance on
large inflows of foreign capital cannot be taken for
granted. Thus, in the period abead, it may be increas-
ingly difficult to posipone further the adverse effects
of fiscal deficits on capital formation and the growth
of potential output.

A Strategy for Duruble Growih

The task of reducing fiscal deficits is particulary
important in the United States, where the privale
saving rale and the share of net investment in GNP
have declined to levels that are low both by histoncal
standards and in companson with other major indus-
trial countries. Butl the objective of raising national
saving, and, hence, of improving the budgetary posi-
tion, is also important for other industrial countries.
As indicated in Chapter 1. the aging of populations
that is projected for the next 20-30 vears is expected
to result in & substantial mse i the demand for social
services (nolably medical care and public pensions)
ond a marked decline in privale saving rales in many
industrial countries, but particularly 0 Japan and
Germany. These developments would lead 1o nising
pressure on pubhc finances., as the ratio of contnbutors
1o beneficianies of social programs falls, and a mapor
rise in the lax burden might eventually be required.
The problem would be particularly serious in the area
of public pension schemes, given the reliance of many
industrial countries on pay-as-you-go financing rather
than full funding. In addition. as illustrated in the
scenano presenfed in Chapler 1, the prospeciive
decline in saving rates in some countries could lead 10
a large cumulative reduction in external asseis amd
therefore a lower level of national income. To some
extent, the consequences of demographic develop-
ments will have (o be accepled as unavoidable. How-
ever, fiscal policies can comribute to a smoothing of
the transition 1o an older population structure by
reducing the burden of public debt and thus increasing
the stock of national wealth available 1o future
penerations.

These problems are in the rather distant finure, and
it 15 difficult 1o evaluate their significance in view of
the wide margin of uncerainty affecting demographic
projections, Nevertheless, estimates based on plaus-
ible assumplions suggest that the magnitude of the
problem could be substantial. The longer the reguired
fiscal adjustments are postponed, the more difficult i
will be to avoid a stecp nise in taxalion and a squecec
on incomes in the future,

Improving the Allocation of Resources

In the past several years, there has been a growing
recognition of the need 1o deal with a wide vanety of
strctural distortions that hinder the functioning of
markets, limit the growth of polential oulput, and
reduce the flexibility of the economy in adjusting o
exogenous disturbances and policy changes.™ Struc-

& detadled examunation of ihese isswes B oprovided in Sl
Seudies for the World Economie Ouifool, Inbernational Mosdclany
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tural, or microeconomic, policies are now seen as
essential complements to fiscal and monetary policies
as part of a growth-oriented strategy. In the past
several years, the industrial countries have taken a
number of important sieps to improve efficiency in
several ways, Regulatory burdens have been reduced
in some key sectors, domestic and international finan-
cial markets have been substantially liberalized. and
far-reaching tax reforms have been implemented in
several countries,” However, the task of structural
reform is far from completed. The tax systems of many
countries still contain a wariety of provisions that
distort the allocation of saving among various assels.
In certain sectors, amd particularly in agriculture,
widespread subsidies and restnctions encourage inef-
ficient producers and involve a massive misallocation
of resources at high costs to consumers and taxpayers.
And the functioning of labor markets, particularly in
Europe, continues to be hindered by a number of
measures that Keep unemployment rates at unduly
high levels.

Lo far, progress in dismantling the restrictions that
affect international trade has been somewhat disap-
pointing. To be sure, trade liberalization has been
significant on a regional basis, notably within the
European Community and between Canada and the
United States. However, in recent years there has
been a dangerous tendency toward an intensification
of nontanfT barmers—including **voluntary™ export
restraints and bilateral sectoral agreements—and a
growing inclination to use trade measures o counter
perceived unfair trade practices that are notl presently
covered by multilateral trade rules. These measures
threaten the multilateral system of free trade. encour-
age protectionist reactions, and undermineg the process
of pohicy coordination. It 15 therefore essential that all
industral countries move without delay to counter the
trend toward managed trade and to roll back existing
restrictions. Meanwhile, individual countries should
mod delay therr own trade liberalization programs,
which are essential for their own domesie adjustment.

In Apnl 1989, the Trade Negotiations Commutiee of
the Uruguay Round in Geneva completed its mid-term
review, providing a clear framework for furiher ne-
gotiations, It is now essential to move rapadly in all
sectors—including agricullural reform, textiles, ser-

Fuand (Washingtoa, D.C., Augest 1988, This volume desls with a
number of iopics, including ke role of stnuctural policies n averall
coonamac managemeni in ibe indusinial cowntries; the macroeco-
nomic implications of strectural reform: and the link between Raucal
and straciaral policies in the process of ecomomic growth,

M An up=-do=dale review al the curreml state ol progress m the
implemenlation and survedlanse of Wirectural palicees in the indus-
nal coumlnes B provided ia Surveilliace of Strwcivral Policies
{Pans: Organation of Ecomomic Copporaieon and Development.
Juge 1989,
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vices, trade-related investment measures, intellectual
property, and the reinforcement of GATT disciplines—
with a view (o completing the current round of mul-
tilateral trade negotiations by the end of 19940,

The Problem of External Imbalances

During the 1980s the current account imbalances of
some of the largest industrial countries rose (o histor-
ically high levels, Im 1986, the exiernal surpluses of
Germany and Japan reached nearly 4 percent of GNP
and the deficit of the United States excecded 3 percent
of GNP. These imbalances have since been reduced,
partly as a result of the exchange rate realignment of
1985-87. More recently, however, the adjusiment pro-
cess appears to have stalled. In relation 1o GMP, the
surpluses of Germany and Japan still amountcd 1o
4% percent and 2% percent of GMP, respectively, in
1988, while the deficit of the United States exceeded
2% percent of GNP. Morcover, the external deficit
has increased sharply in the United Kingdom, amd at
has remained substantial in Canada. Looking ahead,
the staff"s medium-term baseline projections reviewed
in Chapter Il envisage the continuation of sizable
current account imbalances for the three largest in-
dustrial countries. ™

The prospect of large and persistent payments im-
balances has rased a number of concerns. First,
concern has been expressed aboutl sustamability, in
the sense that persistent surpluses and deficits might
lead to an explosive spiral of nsing interest payments
and growing external asset and liability positions.
Second, even if the stocks of external assets and
liabilities tended to stabilize over tme in relation to
GNP, the continuation of large imbalances eventually
might give rise o disruptive market reactions and
exchange rate swings. Third, assuming that adjustment
could take place without causing turbulence in fnancial
markets, it could have certain undesirable conse-
quences where the indusinal couniries are operaling
al high levels of resource utihization. Fourth, large
irade imbalances—no matter how unjustified—tend (o
generate pressures 1o resinct imports and limit foreign
investment.

These concerns support the view that large payments
imbalances constitute an element of vulnerability for
the world economy, and that external adjustment
should be an imporiant objective of macroeconomic
policy. At the same time, it should be recognized that

= As explaimed indetail in ke April 1989 Wonld Ecomomic Odilood.
these projecticns reflect ke imernction between Ihe technscal
assumiptions underlying the baseline scenario and the metbodalogy
ased by the Fund afl to praject current acoound Irensactions.
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external deficits and surpluses reflect in part the
international implications of fundamental differences
among countries in the balance between private saving
and investment resulting, inter alia, from different
demographic or technological trends. In a world of
highly integrated financial markets, these differences
naturally give rise to capital movements in the direction
of counirics with relatively low saving rates and
relatively high (risk-adjusted) rates of return on capatal.

An extreme version of this view would regard net
international capital lows—and the corresponding cur-
rent account imbalances—as a fully efficient way of
allocating saving among countries, and consider un-
justified attempts to curb these lows through macro-
cconomic policies. A more eclectic view recognizes
that, in a world in which changes in government debt
are not fully offset by changes in private saving,
external positions also will tend 1o reflect fiscal im-
balances. In this context. the current account can be
seen as an indicator of inappropriate fiscal policies,
Inasmuch as they reflect privale saving and invesiment
decisions, however, exiernal imbalances should be
seen as efficient and self-correcting, and the role of
policy should be limited 1o removing any distonions
affecting such decisions.

These interpretations can play a wseful role in
understanding the recent evolution of external posi-
tions among the indusinial countries. There is little
doubt, for example. that the financial liberalization
that took place in many countries over the past decade
has given nse o portfolio adjustments that could well
extend over a number of years and should not be seen
as a cause for concern as they represent a process of
convergence (o a new equilibrium. Looking ahead, the
scenarios analyzed in Chapter 11 suggest that the
demographic developments that are in prospect could
give rise to large, cumulative changes in the extermal
positions of several industnal countries. To some
extent, these changes would avoid the adverse effiects
on mvesiment and owtput that would result, in the
absence of capital mobility, from the reduction in
saving rates in those countries with rapidly aging
populations, although they would have implications
for investment income flows and, hence. for living
standards in the long run.

These considerations do not suggest that the current
account is irrelevant as an indicator for economic
policy or thal payments imbalances, no matler how
large, should be viewed with equanimity. It could be
argued that the problem of sustainability does nol seem
o be serious al present; some projections indicate that
the external assetTiability positions of the large indus-
trial countries would tend to rise in relation to GNP
over the medium term, bul in most projections, in-
cluding those of the siaff, these ratios eventually tend

The Problem of External Imbalances

to stabilize.” However, any assessment of sustain-
ability must be based on projections of key variables
that are subject 1o uncertainty. A balance of payments
position that is viewed as sustainable in a particular
world environment could, under different circum-
stances, involve a severe reduction of national income
relative 10 domestic output and eventually give rise to
debt-servicing difficulties. While the largest industrial
countries are unlikely to face such difficultics in the
foreseeable future, the possibility of adverse market
reactions cannod be ruled out in the event that paymenis
imbalances were o persist over a long peniod. Fur-
thermore, even if the imbalances were o continue at
present levels, the risk of protectionist pressures could
intensify dangerously. The best response clearly would
be to counter these pressures directly, but political
consideralions may. in cerlain circumstances, justify
concern about the size of trade imbalances. The issue,
therefore, is how to set in motion a corrective process
o r-:duv.?l: the current imbalances to more manageable
proporiions.

In the present situation in which most industrial
countries are operating at very high levels of capacity
utilization, it would be difficult to bring about external
adjustment by expanding aggregate demand in relation
o potential output. Rather, adjustment will require a
shift in the composition of aggregate demand in both
deficit and surplus countries, However, in view of the
concerns about the performance of saving in the
industrial countries, such a shifi should invelve pri-
marily raising saving rates in the deficit countries,
rather than reducing them in the surplus couniries.

In current circumsiances, a depreciation of the U5,
dollar or a rise in external demand for U.S. exports is
unlikely to have a major effect on the U.S. trade
position unless it is accompanicd by a reduction in
some componenl of domestic demand in the United
States. In the absence of action o improve the fiscal
pasition, these developments would cither contnibute
to higher inflation—thus progressively eroding their
effects on net exports—or lead to higher interest rates
and lower investment. If the absorption of foreign
saving by the United States is to be reduced, it is
essential to make room for the corresponding expan-
sion of net exports by reducing the federal budget
deficit. Even if the inflow of external capital were to
continue for some time, a strengthening of the fiscal
position would ensure that foreign savings are used to
finance domestic investment rather than to compensate
for government dissaving.

™ The issme of the sostainabildy of the U.5S. currenl accounl
deficnt i addressed im “Studies on U5, External Imbalances,™
Federal Reserve Bank of New York Juarfery Review, Winler=
Spring 1989,
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Policy Issues in Individual Countries

After almost six years of economic expansion, the
economy of the United Srares is operating close to full
employment and inflationary pressures have resur-
faced. Recently. there have been clear signs that the
cconomy has been slowing, and, while the acceleration
of labor costs raises some concern, the behavior of
long-term bond rates suggests that inflationary expec-
tations have been kept under control. These devel-
opments have reflected the actions taken by the Federal
Reserve in 1988 and the first half of 1989 1o contain
aggregate demand pressures by allowing short-term
interest rates to nise, although since early June there
has been a shift toward somewhal easier reserve
provision. While the staff is expecting a further slow-
down in the near term, there are few indications that
a recession is likely in the near term. For the medium
term, the task of sustaining growth will require a major
effort 1o raise national saving, together with steady
progress in bringing down inflation from its present
range of 4-5 percent. While this goal will involve
continued restraint on the part of monetary policy, it
will clearly require complementary fiscal action.

The Administration’s budgetary plan announced in
February of this vear envisaged a substantial strength-
ening of the federal fiscal position over the next few
vears. However, while the projecied improvement
resulted in part from the delayved effect of past ¢uts in
defense appropriations and measures (o contain the
cost of medical programs, it also reflected optimistic
assumptions about economic growth and interest rates.
In the mid-session review of the budget, issued im July
1989, the Administration revised ifs economic as-
sumptions and, on that basis, projected a considerably
slower pace of deficit reduction over the next five
years.® However, there are doubis as to whether even
this revised fiscal plan can be achieved, as it is based
on economic assumptions that stll appear 10 be on
the optimistic side and on deficit-reducing measures
that remain to be fully specified. Furthermore, it is
unclear whether the Gramm-Rudman-Hollings mech-
anism, in its present form, will ensure that the reguired
budget cuts are effectively implemented.

In view of these difficultics, a more ambitious plan
would now seem to be required in order to eliminate
ihe federal deficit over the next several yvears without
relying on the growing surpluses of the social security
system, which are associated with future government
liabilitics and therefore should be uwsed to increase
national wealth. Emphasis should be on expenditure
reduction, although action 1o raise revenue—particu-

* The Adminisiration’s budget plan i3 examined in Chapler 1.
under Economic Policies.
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larly through the elimination of tax preferences that
distort the allocation of private saving—should also
be considered. Substantial and front-loaded fiscal ac-
tion would raise national saving and ¢nsure that an
improvement in the external position resuliing from
relative price changes or from higher external demand
can lake place withoul jeopardizing invesimeni and
growth. It would also contribute to a reduction of
inflationary pressures and help the Federal Reserve o
resume progress toward its long-term goal of price
stability.

The U.5. authorities have played an important role
in promoting multilateral negotiations aimed at elimi-
nating bamicrs o international trade and dismaniling
distortionary farm programs. At the same time, how-
ever, there has been a worrisome trend in the United
States to rely on measures in the trade arca to solve
the curment account problem. It should be recognized
that the external deficit of the United States reflects
fundamentally macrocconomic imbalances, and any
altempt to deal with it through trade policies would
be ineffective and would endanger the system of free
trade that has served the United States and the world
economy 50 well. The designation of specific countries
for market-opening negotiations under the Super 301
provisions of the Trade and Competitiveness Act of
1988 also raises concerns, as it might result in unilateral
action Lo deal with perceived unfair trade practices.

In Japan, a remarkably strong growth performance
in recent years has been accompanied by a rapid
expansion of business investment, a reduction of the
current account surplus, and approximate price sta-
bility. These developments have reflected the skillful
management of macroeconomic policies, and nodably
a monctary policy that avoided major pressures on
prices while keeping interest rates relatively low. The
authoritics, while promoting fiscal reform, have taken
advantage of a favorable revenue performance (not-
withstanding tax cuts) to advance fiscal consolidation,
and a major tax reform is expected to improve sub-
stantially the neutrality and the fairness of the tax
syslem.

Recently, certain developments have required the
attention of the authorities. The pace of external
adjusiment appears (o have slowed, and the siall is
projecting a widening of the curreni account surplus
in 1990, In present circumstances, and given the
continued buoyvancy of demand, an expansionary shift
of financial policies to reduce Japan's current account
surplus would not seem o be appropniate. While the
INCrease in consumer prices in the spring of 1989
appears 10 have reflected largely the one-time effect
of the introduction of the consumption tax, factors
such as the depreciation of the yven and the tightening
of the labor market suggest that the authonties should
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maintain a caulious stance, Bevond the near term,
policies should aim al maintaining adequate growth of
domestic demand, particularly if subsiantial fiscal cor-
rection in the United States were to reduce demand
for Japanese exporis.

Progress in the implementation of struciural mea-
sures has been most visible in the areas of tax and
financial reform. A substantial liberalization of interest
rales and financial markeis in general has enhanced
the process of intermediation and the effectiveness of
monetary management. However, progress on other
fronts has been more limited and it is now essential to
accelerate the pace of structural reform in a number
of important areas, including agriculture, land regu-
lations, and those aspects of the distnbution system
that add to domestic costs and prices and inhibit
market access. These reforms would not only improve
domestic resource allocation and enhance consumer
welfare, they would also promote international ad-
justment and reduce protectionist pressures in other
countries.

Since 1982, the Federal Republic of Germany has
pursued a medium-term strategy of fscal consolidation
and anti-inflationary monetary policy, but the emphasis
of policies shifted, beginning in 1986, with higher
priority attached to growth, tax reform, and balance
of payments adjustment. Taxes were cut, public ex=
penditure was allowed to expand somewhat more
rapidly than was envisaged in the medium-term plan.
and the monelary aggregates excecded their targets
by a significant margin. These policy developments,
coupled with a real depreciation of the deutsche mark
and strong demand for German exports, resulted in a
sharp acceleration of real GNP in 1988 and carly 1989,
Inflation remained subdued through 1988, but in carly
1989 an increase in indirect tax increases coupled with
the rise in import prices contributed to a rise ininflation.
The current account surplus remained unchanged in
1988, at 4 percent of GNP, and il rose sharply in early
1989,

While the growth of output is expected 1o remain
strong in the near term, the German authorities will
have to confront the task of avoiding a detenoration
in price performance while trying to reduce the external
imbalance. So far, domestic cost inflation has been
held down by moderate wage seftlements, but the
danger of a cost-price spiral should not be underesti-
mated, particularly if a further risc in import prices
were to worsen the climate for the imporiant wage
negotiations scheduled to take place next year. In
these circumstances, monetary policy should adhere
to the announced targets and, if anything, should lean
on the side of restraint as long as inflationary pressures
persist and the deutsche mark remains relatively weak,
Regarding fiscal policy, the current budget projections

Policy lssues in Individual Countries

imply a slight reduction of stimulus in 1989 but signif-
icant net stimulus in 1990 stemming from the tax
reform and the scheduled reduction in taxes and
subsidies. Such an oulcome would appear to be con-
sistent with the need to balance tax cuts with fiscal
restraint over the next few years. In implementing the
budget plan over the medium term, particular attention
will need to be given o expenditure control and the
reduction of subsidies, thus making room for the nexi
step of tax reform (envisaged for the carly 1990s),
which will aim at further reducing distortions and
providing some additional tax relief for the business
SEClor,

In the current situation there is clearly litile scope
for expansionary moneiary and fiscal policies 1o reduce
Germany’s current account surplus, But there is now
an wurgent need to reduce structural distortions and
rigidities that seriously impair efficiency. raise unem-
ployment, and hinder the reallocation of resources
from tradable 1o nontradable goods, Trade liberaliza-
tion, deregulation, and the reduction of subsidies would
benefit the German economy by enhancing its flexibility
in adjusting to exchange rate changes, helping to reduce
price pressures, and improving the rate of return on
domestic investment.

After several years of moderate growth, economic
activity in Frarce increased rapidly in 1988 and in the
first half of 198%; at the same time, the rate of
unemployment fell, inflation and interest rates contin-
ued to decline relative 10 major irading partners, and
the current account deficit remained small in relation
to GMP. The improvement in economic performance
owes much to the strategy of disinflation and resto-
ration of enterprise profitability and competitiveness
pursued since 1983, The key ingredients of this sirategy
are a monetary policy directed primarily at maintaining
parity with the deutsche mark: a fiscal policy tha
continues lo emphasize a steady reduction in the budget
deficit; and an incomes policy focusing on wage re-
straint, particularly in the public sector. This policy
strategy appears to be appropnate for addressing the
two major challenges now confronting the auwthorities:
sirengthening price performance and reducing uncm-
ployment that remains high at about 10 percent of the
labor force. These policies will mecd 1o be reinforced
by continued implementation of structural reforms
aimed at modernizing the social sccurity system, in-
creasing the flexibility of labor markets, intensifying
cfforts to foster competition, and reducing industrial
subsidics and current levels of protection, which re-
main high. In the ficld of tax reform, an important
objective should be to lower the overall rate of taxation
on saving and to eliminate the distortions implicd by
large differences in fax rates among various types of
assels,
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The economic performance of the United Kingdom
during the current expansion has been one of the
strongest among the industrial countries, with robust
growth of outpul and employment and. in its early
phase, a steep reduction of inflation. In the past two
years, economic growth has been sustained, produc-
tivity in manufaciuring has continued fo increase
rapidly, unemployment has dropped, and business
investment has surged. However, recent developmenits
in other areas are indicative of growing strains. With
aggregate demand expanding more rapidly than had
been anticipated, wage/price pressures intensified in
1988, the personal saving rate continued (o drop, and
the current account deficit widened sharply. For a
while, attempts to maintain a stable exchange rate
between sterling and the deutsche mark were reflected
in unduly low interest rates, but beginning in mid-
1988, the authonties moved to tighten monetary con-
ditions and short-term interest rates rose sharply.

There are now clear signs that these measures have
succecded in slowing the pace of aggregate demand;
thus the staff is projecting a continued moderation of
growth over the next two years—as the impact of
monetary tightening becomes more broadly based—
together with a gradual diminution of inflationary
pressures. Nevertheless, the persisience of excessively
high rates of wage and price increase and a large
external deficit suggest that a relaxation of monetary
policy would nol be appropriate at present. The au-
thorities” efforts to sirengihen the public finances
during the past several vears have led to a fiscal
position that is one of the healthiest among the indus-
trial countries. While the Medium-Term Fiscal Strategy
provides a helpful framework for policy, the budgetary
surplus that is envisaged for the mext fiscal year is by
no means excessive in view of the overriding objective
of reducing inflation, and given the current high level
of interest rates and the weakness of private saving.
Regarding structural policies. there is scope for further
measures to improve the functioning of labor markets,
including changes in the related areas of housing and
education.

During the current expansion, the growth of eco-
nomic activity in fraly has exceeded the average of
other European countries, while inflation—and the
inflation differential with major trading partners—was
reduced substantially until mid-19338. On the external
front, competitiveness has been maintained so far, and
although the current account deficit has widened, it
has remained manageable at less than | percent of
GMP, Duiput growth picked up considerably in 1983,
but inflation accelerated sharply since the middle of
last year, and the rate of increase in consumer prices
has now reached 7 percent, one of the highest among
the large industral countries. Furthermore, in spite of
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the strength of cconomic activity, the deficit of the
general government has remained at almost 11 percent
of GDP, and the public debt is rapidly approaching
the size of GDP, with an increasingly short maturity
structure. 5o far, Italy’s high private saving rate has
limited the adverse effects of budget deficits on in-
vestment and the current account. However, the com-
bination of a tight monetary policy—which was re-
quired to resist inflationary pressures—and a large
fiscal imbalance has resulted in very high real interest
rates. Thus, the economy has become more vulnerable,
as illustrated by the fact that the effective real interest
rate on government debt is now approsching the rate
of growth of GDP.

The main challenge now facing the authonties is o
bring aboul a large reduction in the budget deficit. At
a mimmum, rapid and effective implementation of the
medium-term fiscal adjustment plan approved in May
1989 is essential o maintain the momentum of invest-
ment without rsking a further widening of the external
deficit, 1o bring inflation under control, and to ensure
the success of ltaly in the single European market. In
view of the magnitude of the fiscal problem, and given
the recent slippages in expenditure control, the ad-
justment in the primary budgei balance of some
4 percent of GDP envisaged in the fiscal adjusiment
plan over the medium term may well have 1o be froni-
loaded to attain the goal of siabilizing the debt/GDP
ratio by 1992,

Simce the scope for raising tax rates will be limited
by the process of tax harmonization within the Euro-
pean Communily and the already-high levels of inoome
tax rates, deficit-reduction will need o emphasize
expenditure cuts as well as a broadening of the tax
base through improvements in tax administration and
measures to reduce tax evasion and erosion. Measures
to restrain expenditure now under consideration by
the authonties in the arcas of health, social security,
transporiation, and public sector wages should now
be prompily implemented. In the trade area, ongoing
efforts should be intensified to reduce guantitative
restrictions, which are extensive by the standards of
the European Community.

Even though economic growth in Camada moderated
from the very fast pace of 1987, it has remained
relatively sirong, and for all practical purposes the
economy is operating at full employment. Monetary
policy has been tighiened considerably fo counter
emerging inflationary pressures, and short-lerm inler-
esl rales have risen by some 3 percentage poinls over
the past 12 months, The exiernal current account has
weakened substantially in the past few vears, owing
partly to the real appreciation of the Canadian dollar
since carly 1987 and to a strong demand for imports
of capital goods associated with rapid growth of do-
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mestic investment. In spite of strong economic growlh
in the last two years, the fiscal deficit has remained
very high, at almost 5 percent of GNP, and the ratio
of the federal debt to GNP reached 54 percent in FY
198889 (the year ending March 31, 1989), nearly double
its level al the beginning of 1980,

The budget presented in Apnl 1989 proposed mea-
sures (largely on the revenue side ) that would constitute
an important first step towand the resolution of Can-
ada’s fiscal problem. However, additional deficit-re-
duction measures (preferably focused on spending)
will be needed in the next budget 10 consolidate the
progress being made and 1o reduce the vulnerability
of the fiscal position. Progress on the fiscal front should
case the task of the Bank of Canada, which remains
firmly committed to a restrained monetary policy and
has expressed its readiness to take additional measures,

Podicy Issues in Individeal Countnies

should they be required, 1o deal with mflationary
Pressurnes,

In recent vears the Canadian Government has taken
a number of important measures in the structural area,
including the recently announced reforms of the sales
tax and the unemployment insurance system. These
measures, logether with the implementation of the
Free Trade Agreement with the United States, should
help 1o bring about a significant improvement in ¢go-
nomic performance over the long run, However, the
continuing wide disparity in regional unemployment
rates suggests that further action may be needed 1o
facilitate interregional labor mobility, including a re-
view of federal-provincial transfers, agriculiural as-
sistance programs, and varnipus tax measures targeied
at regrional development.
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Chapter IV

Restoring Growth in Developing Countries

When privale financing flows 0 the developing
countries fell precipitously Tollowing the first signs of
the debd crasis ain 1982, many debior countrics had o
implement emergency adiustment programs in order
to reduce thewr current account deficits im line with
emerging finincing constraints, These programs often
imvolved large currency devaluations and substantial
cuts in domestic absorption. with impors and invesi-
ment generally bearing the brunt of the adjustment.
Exports did strengthen considerably in some cases,
but not sufficiently 1o generate the reguired improve-
ment in the curreni account, Saving rates, which had
fallen sharply in the years prior o the debl cnisis,
remained depressed.

The adjustment measures generally helped to bring
about & substantial reduction in current account defi-
cits, but in many countries economic aclivity weakened
markedly, In subseguent vears, conditions became
mare Givorable for a resumption of growth in most
developing countrics, as cconomic aclivily sirength-
ched in the industrial countrics and internationsl in-
tercst rates fell, In some instances, a relaxation of
palicies contnbuted to faster growth in demand; in-
vestment ratios remained low, however, and financing
largely dricd up for many countnes that expencnced
debt-servicing difficultics, In those countrics, the im-
provement in external conditions was insufficient to
restore growth to satisfactory levels (Chart 211, More
recently, economic activity has weakened further,
partly as @ result of the renewed rise in imEermaticomal
imterest rutes but also because of continued uncenainty
aboutl whether appropriate adjustment policies would
be implemented. Seven vears after the onsetl of the
debl crnisis, the prospects for a sustained improvement
in growth remoin in doubt for many mdebted devel-
oping counines—in contrasl W0 the more favorable
outlook for those developing countries thil lve avoided
debt-servicing difficultics and for the industnal natiens,

In the aftermath of the initial adjustment to the debd
crisis it became apparent that the economic slowdown
was ol merely a cychical phenomenon, and tha
productive capacity would need 10 be raised substan-
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Chart 21.  Selected Industrial and Developing
Country Groups: Real Ouipul Growih
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tally if the debi-servicing capacity and creditworthi-
ness of deblor countries were to be improvied, Fun-
damental policy reforms would be necessary to revive
domestic mvesiment and saving, o reverse capilal
flight. and to improve the cficicncy of resource usc.
bt external financing would alse have to resume, To
this end. the debt imitiative launched by then-L.5.
Treasury Seoretary James Baker in October 1985 called
for new lending commitments from multilatenal devel-
opment agencies and private banks in support of
appropriate adjostment measures. The Fund's Struc-
tural Adjustment Facility, and the Workd Bank's Spe-
cial Program of Assistance, reinforced the link beiween
additional concessional inancing and fundamental pol-
iy adjustments in the poorest countrics. However,
the implementation of palicy reforms ofien was less
successiul than expected, and the increase in financing
from prvate sources did nod matenialize,

The difficulties with the implementation of the Baker
plin subsequently rased concerms about whether the
large debt burdens of many indebted developing coun-
iries hisd in themselves become a deterrent (o appro-
priate adiustment, It was increasingly recogmized than
a large discrepancy between debi-servicing capacity
andd debi-servicing obligntions—sometimes referred 1o
as the ""debt pverhang' —<could act as o disincentive
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for policy reform, as gains from improvemenis in a
country's debl-servicing capacity might be perceived
as accruing largely 1o foreign creditors.” Such dis-
crepancies, which were reflected in large secondary
market discounts for the debt of many countries, could
alsp deter creditors from making new lending com-
mitments and discourage capital formation by both
domestic and foreign investors. Proposals by the French
and Japanese authorilies, among others, recognized
the polentially seripus negative role of the debt over-
hang. These concerns were given renewed impetus in
March 1989 by proposals introduced by U.S. Treasury
Secretary Micholas Brady., which called upon com-
mercial banks 1o enhance the existing debl siralegy
by offering a ““broader range of alternatives for financial
support”” to the debdor countries, including debt and
deb-service reduction,

Medium-Term Outlook

The staffs medium-term projections for the net
deblor developing countries envisage a gradual
strengthening of economic performance over the period
1989-04_ Growth is expected to pick up beginning in
1990, the group's combined current account deficit
would continue to narrow, and debt ratios would
gradually decline {Table 11). Real income growth is
likely to remain below the levels of the 1970k, however,
and the debt burdens of many countries will remain
heavy over the medium term.

These projections depend on a set of assumplions
concerning the external environment, financing flows,
and economic policies in the developing countries. In
particular, the external environment faced by devel-
oping countries reflects the medium-term baseline
projections for the indusimal countrics outlined in
Chapter 11, which envisage sustained growth of output
at an annual rate of aboutl 3 percent over the perod
1989-94, compared with 3% percent in 1983-38. The
LIBOR i London interbank offered rate) is assumed to
remain broadly unchanged after 1990; the average of
9 percent for 1989-94 is similar to that for 198388,
although above the average of 7% percent in 193688,

The medium-term prospects of the developing coun-
trics will depend crucially on the balance of external
financing, especially where debt-servicing difficulties
have constrained foreign capital inflows. Total financ-
ing flows 1o the net debtor countries in 198994 are
expected o change litthe from the much-reduced levels

¥ For sn assessmenl of the meaning and impact of ke debi
overhang see World Fronomie Quelook, April 1989, Chapier [V,
z=nd Supplementary MNaie |,

= The defimiion of mel deblor countries, and of other grosps
referred to in this chapier, is sei oul im the inrodeciion o ke
Sanvssal Appenday.

Medium-Term Outlook

recorded in 1983-88, Financing from official sources
is projecied to increase slightly in nominal terms, but
net private capital flows are nol expecied (o recover
from the depressed levels recorded since 1984, The
continued low level of lending by non-official creditors
would reflect a reduction in borrowing by countries
without recent debi-servicing difficulties, whose over-
all current account position is expected (o strengthen,
Although a slight recovery in the supply of private
financing 1o the debt-problem countries from the de-
pressed levels recorded since 1984 is expected, it
would remain well below the levels observed in the
yvears before the outbreak of the debi crisis. These
countrics are therefore likely to continue 1o accumulate
arrears, although on a smaller scale than in the years
simce the carly 1980s,

It 15 anticipated that the stance of economic policics
in most developing countrics will remain broadly
unchanged over the medium term. However, in certain
important cases where significant policy changes are
considered likely—for example in the context of Fund-
or Bank-supportied adjusiment programs—it 15 as-
sumed that economic performance will generally im-
prove in line with program targets. The medium-term
outlook presented in this chapler is therefore predi-
cated on an improved policy stance in a number of
developing countnies compared with the recent past,
particularly among those that have expenenced debi-
servicing difficulties. The projections do not make
explicit allowance for the impact of debt reduction
operations for which details are still being negotiated;
recent agreements incorporating Fund support for such
measures are therefore not reflected. However, exist-
ing armangements, including debt-equity conversion
schemes implemented by a number of countries, are
taken inlo account.

On the basis of these assumplions, economic growth
in the net debtor countries 15 expected (o nse from an
annual average of 4.2 percent in 198388 10 4.7 percent
in 1989-9%4, However, economic performance 15 ex-
pected o continue 1o differ markedly among countries,
partly reflecting differences in export growth. Coun-
tries that have avoided debt-servicing difficulties would
continue to outperform other countries, although growth
is expecied to decline from the exceptionally high
rates achieved during 1983-88, owing partly toa smaller
coniribution from the external sector. Higher invesi-
ment ratios and improved efficiency are expecied 1o
contribute 1o a sirengthening of growth in the debi-
problem countries, to a rate of 3.6 percent over the
medium term, a substantial improvement over 1983
88 but still below the levels prevailing prior to the debt
crisis. Moreover, the experience of countries within
this group is likely to show large diversity. In the
developing countries of the Wesiern Hemisphere, for
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IV« RESTORING GROWTH IN DEVELOPING COUNTRIES

Table 11. MNet Debtor Developing Countries: Indicators of Economic Performance, 1970-1994

1970-T3'2 1974-&1" 198188 195954
gt dobilor comnbries, lokal
Anmnwal changes im pereent or pereend of GIOP
Real GOP 9 4.1 4.3 4.7
Real GNP 59 19 4.1 4.8
Investmenl ratio 1.5 6.0 133 %50
Export wolams: 6.6 L.y B3 6.9
Import valume ED 55 2.6 70
Terms of trade 1.B z3 =2.1 Li]
Anmual averages, bitions of L7.5, doliars
Trade halance =65 ~FR 40 142
Currenl account balanoe =90 = 48.7 - 1.6 =241
Barronwing from official credibor® 4.9 19.% 1.2 i
Barrowing from privale creditors .4 43.1 15.0 48
As percend of exporis of goods and services, period averages
Trade balance =78 =83 0.5 1.5
Currenl account balance =104 = 140 = .5 =1
Todal external deba® 108, 7 163.3 1633 1155
Debt-wervice 176 [L.%.3 4.6 IBE
Of which, interest payments 1.7 8.2 131 o9
197073 197452 I5E3-HA [
Countries with recemt debd-servicing difficulties
Amnwal changes iw perceni or percent of GOP
Real GDP 6.2 16 2.0 A6
Real GNP 6.2 3.2 3.1 3.7
Investmenl ratio pa ] b 19,1 1.9
Expan wolame 4% =5 4.6 49
Impon valume T.0 4.2 = 3.0 L
Terms of (rade 0 32 =39 = {4
Amnwal averages, bilfions of 7.5, dollars
Trade balance =0.2 = 5% pLE ] L)
Carrent sccoant balance =32 =347 =3.7 =329
Borrowing from official creditors® LB 124 19.6 189
Barrowing from privale credilors E3 3.2 1.1 .
As pereear af exports of goods and services, period averaged
Trade balance =0R =19 0.6 B4
Current account balance = 00 =17.2 =B.7 —6.7
Todal external debe® 1l o I 6B 4 L 1T
Debi-service payments 159 4.3 e M4
Of which, inderes] payments T.5 1.3 .1 1B.0
1970- T3 1974-82 198388 198554
Countrics withowl debi-servicing difficalties
Amnawal changes in percent or percent of GDP
Eeal GDP x4 5.0 T.0 6.0
Real GNP 13 5. 64 6.0
Investment ratia 0.5 30 .1 .2
Expon volume 9.5 ib 1.4 81
Impomn volume 9.4 Tl 6% 7.9
Terms of irade 1.7 1§ ] =18 0.1
Amnmal averapes, billons of 1.5, dollars
Trade balsnce =h4 =310 =218 - 14,7
Cuarrent stcosnt balance -18 = 14.9 - 2.9 = 1.1
Borrowing from olficial creditors’ i Tl T8 %6
Bormowing from privale credilors 1.0 1.7 13.% it
Ax percent af exporis of poods and services, period averages
Trade balsnce - 19,0 = 144 =17 -34
Current sccownt balance -1 - B2 -4.9 -3
Total external debe® 1073 108 573 P
Debi-service payments 15.6 .7 8.0 2.2
O which, interest payments B0 5% 1.5 £
! Excluding China. ' Lomg-lerm official Sows, excluding inferesd arrears.

! Borrowing from official and private credifors shown ane

1971= 73 annual averages.
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example, growth is expected 1o pick up significantly
beginning in 19940, In the Afnican countries, however,
outpul gains are projected 1o be modest and will offset
only a small pant of the large declines in real per capita
income experienced in the 1980s,

The combined current account deficit of the net
debtor countries is projected (o narrow from an average
of &% percent of exports of goods and services in
198388 to 2% percent in 1989-94. The aggregate
external deficit of countries that have experienced
recent debl-servicing difficulties would widen some-
what i absolute terms. bt o would dechne az a
proportion of exports, reflecting largely a lower interest
burden. The combined current account of countries
that have aveided debi-servicing difficulties is pro-
jected 1o move from a deficit of some 5 percent of
exports in 1983-38 1o near balance in 1989-94, mainly
the result of a marked sirengthening of expon per-
formance. Currenl account posilions would improve
gradually over the medium ferm in the net debior
countries in Africa and also, after an initial deterio-
ration. in the Western Hemisphere. In Asia, the ex-
ternal surpluses of some of the newly industrializing
economies would narrow, but this would be gradually
offset by improvemenis in the external position of a
number of countries that have recently begun o expand
cxports of manufaciures.

These developmenis imply the continuation of a
substantial net transfer of resources from the debd-
problem countries to the rest of the world.™ Although
slightly smaller than in 1983=8%, the annoal transfer
would still amount o over | percent of the group's
total GDP (Chart 22). The largest burden (2.3 percent
of GDP) would continue to fall on the heavily indebted
middlz-income countries; the low-income sub-Saharan
African countrics would continue to receive annual
resource inflows equivalent to some 7% percent of
their combined GDP, mainly official development as-
sistance on concessional terms.

As a result of rising export values and continued
constraints on external borrowing. debl ratros in the
nel deblor countries are projected 1o decline gradually,
from 163 percent of exponts of goods and services in
1988 1o 116 percent in 1994, Considerable differences
between countries with and withoul recent debi-
servicing difficulties swould persist. The debt ratio of
the former group would remain nearly three tumes
larger than that of the latter (201 percent against 69
percent in 1994, reflecting particularly high ratios in
the Western Hemisphere and in sub-Saharan Africa
where many serously indebted countries are located:
in 1994 the ratios for these regions would still average

= The concepl of nel resowree transler 5 disgussed below amd &n
bt Box.

Medium:Term Outlook

Chart 22, Developing Countries: Mel Kesource
Transfer?
iln percent of G

o Cpntries with Recent Debt-Servicing Difficaltics
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" Met resowrce transfer s defioed as ibe balance on goods and
mon-fRclor services (a surplus represents a transfer from developing
coundries fo their creditors). The wedge between the two lines
represenls net factor payments—prmarily net imleres! pay menis.

216 percent and 400 percent. respectively.

The medium-term outlook presented above is as-
sociated with considerable nsks. The situation of the
nél deblor countries would, of course, be more diffscule
if the economic slowdawn in the industrial countres
trned out 1o be mare pronounced than envisaged in
the baseling scenario, if world interest rates were Lo
rise, or if their terms of trade were again 1o deteriorate.
Furthermore, the gradual strengthening of growth
projecied for the net deblor countries in the medium
term hinges crucially on the assumplion that policy
reforms will be implemented in a number of countries,
resulting in a marked increase in saving and investment
ratios and improved investment efficiency. Policy re-
forms on the scale necessary o achieve the growih
performance envisaged in the medium-term baseline
scenario will depend critically on substantial progress
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IV = RESTORING GROWTH IN DEVELOFING COUNTRIES

being made under the strengthened debt strategy. as
well as on the resolve of the indebied countries
ithemselves,

Sources of Growth

The main reasons for the sharp differences in eco-
nomic performance among various groups of devel-
oping countries in recent vears can be analyzed using
a basic growih accounting framework (Table 12).%
Prior to the first major increase in oil prices in 1973,
podential outpul growth was similar across different
regions and analytic groups." In particular, there was
little difference between the level and the sources of
growth between countnics that subsequently expen-
enced debt-servicing difficulties and those that avoided
such problems. However, even during this peniod the
debt-problem countrnies relied more heavily on com-
mercial creditors for external finance and achieved a
much lower level of export growth—an indication of
a policy onentation that would later have serious
adverse consegquences.

The peniod from 1974 1o 1982 was charactenzed by
large international capital flows. The sharp nises in ol
prices in 1973-74, and again in 197980, generated a
massive increase in the foreign exchange eamings of
the oil exporting countries thalt many were unable 1o
absorb domestically. Al the same time, many industrial
countries sought to offset the resulting inflationary
pressures by pursuing restrictive domestic policies,
limiting their absorption of capital inflows from the oil
exporters. A large number of developing countries
were therefore able greatly to increase their foreign
borrowing, often on relatively favorable terms. In
retrospect, it is clear that too little attention was paid
to the capacity of recipient countries to invest these
funds in projects yielding adeguate rates of retum.
Indeed, while the ratio of investment to GDP in the
net debtor countries rose by some 3% percentage
points from 1970-73 to 197482, the contribution of
total factor preductivity fell markedly in most regions.
The decline in total factor productivily growih was
particularly pronounced in the countries that subse-
quently expenenced debl-servicing problems. More-

¥ For an earlier application of this framework to the developing
wountrics, see World Ecowsomic Owilood, April 1985, pp. 333,

U Potential GDP s approximated by & four—yenr average of real
GDF, This approach reduces the impact of cyclical fuciuations,
aliboagh 5t may be disiored by proloaped periods of wnder-
wiilization of capacity, The contributions of capital and lnbor are
derived by misliiplying theer respective growth mtes by ibe estimated
share of each factor in cutpal, Totsl facior productivity, which is
calculsted as the residual afler the contribution of [sclor inputs has
been txken imto account, can be imierpreted broadly ns an indicator
of 1he efficiency of resource wse.
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Table 12, Developing Couniries: Confributions to the
Growth of Potential GDP, 196894

{In percent o year)

1970-T3" 197442 | 90550 150054

Med deblor couniries
Potemtial GDP 6.3 .y | E B 4,6
Capiial contribaiion 1.5 P 1.5 1%
Labor contribution 1.3 1.4 1.3 1.1
Toiad factor prodsctivity 14 0% 0% 1.5
By region
Alnca
Podential GDOP B0 14 1.4 2.9
Capatal contrbualson LK ] 2.4 0.2 0.6
Labar contnbiaticn 1.8 1.B 1.7 1.7
Tatal factor prodesivity LT =0B =06 0.6
Asin®
Podential GDP L ] i85 7.2 T.0
Capital contribation 21 28 bl 1B
Labar contributicn 0.9 1.3 1.0 1.0
Total factor prodectivity 2.3 1.6 L ] L3
Europe
Potential GDP 6.0 50 2& 1.8
Capstal contribulion 15 2.6 1.4 [
Labsar ot nbilicn 0.7 0.7 0.5 05

Totsl facror productvity 1.7 1.& L] 0.7
Middle East!

Potemtial GOP .
Capslal contribulion 2
Labsor coninibuficn 1
Total factor productivity |

Wesiern Hemisphere
Podemiial GDP B
Capdial contribution 1.
Labar coninbution 1
Tatal factor produectivity FJ

By analyrical criveria
Comantries with recent
debt-servicing difficulties
Potential GDPF
Capital cosiributicn
Mational saving®
Foreign saving
Labor contribution
Tolad factor prodsctivity
Countries withowi debi-servicing
dalficultics
Poemtial GDP
Capital contribuiion
Mational saving”
Foreigm saving
Labar contribution
Tatal factor produciivity
! Excludes Chira,

! Excludes nef credifor couniries,
' Met of depreciation.
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owver, the estimated contribution of capital to growth
in these countries did not rise as might have been
expected given the magnitude of their foreign bormow-
ing. These resulis suggest that the efficiency of in-
vesiment may have declined sharply relative to earlier
vears, and that part of the increased borrowing sub-
stituted for mational saving or financed capital flight.
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In contrast, countrics that subsequently avoided debi-
servicing difficultics experienced an increase in na-
tional saving and investment ratios, while the decline
in total factor productivity growth was relatively small.

Following the outhreak of the debt crisis in 1982,
potential output growth in the net deblor countries
declined further, reflecting pancipally & lower contn-
bution from investment; for the group as a whole, the
contributions of labor and total factor productivily
differed only shightly from those in the earlier perod.
However, the diversily of expencnce among groups
of countries became even more pronounced. Despite
adverse terms of trade movements, export growth was
strong in those countries that avoided debt-servicing
problems; in this group, invesimen! ratios increased
and total factor productivity growth recovered, Other
couniries were less well placed to deal with the negative
shocks arising from the global recession in |98 1-82
and from the reduction in external financing. Exports
from debt-problem countries rose only modestly from
the depressed levels of the 19705, Al the same time,
investment declined sharply as a share of GDP, and
the growth of 1oal factor productivity turned negative.

The growth-accounting framework can also be used
to gauge the relative contmibution of national and
foreign saving (o capital formation and potential output
growth, The contnbution of foreign saving has gen-
crally been small comparcd with that of national saving
{see the two lower blocks of Table 12). In the debt-
problem countries. the contribution of both aational
and foreign saving declined sharply after the outhreak
of the debt crisis in 1982, Other developing countries
experienced a small decline in the cominbution of
foreign saving, bul this was offsel by an increase in
national saving,

Another way 1o measure the relationship between
the external sector and the domestic economy is to
focus on the net external resource transfer. which is
defined as the balance on goods and non-factor services
(see Box). In the period preceding the outbreak of the
diebd crisis, the net debior couniries as a group cxpe-
rnicnced mel inward transfers eguivalent 1o some 2%
percent of GDP annally; since 1982 the inward transfer
has virtually ceased. The turmaround in the availability
of foreign resources was particularly sharp for the
countrics with recent debt-servicing difficultics, which
cxpenenced a swing from net inward 10 nel outward
flows equivalent to 3.7 percent of GDEF (at an annual
rate) between 197482 and 1983-88 (Chart 22). About
half of this swing can be attributed directly 1o a
subsiantial nse in net factor payments {predominantly
interest debits) 1o other countries of almost 2 percent
of GDP between the two penods, in contrast with an
inerease of only % of | percent for the countries that
did ot experience debt-servicing problems.

Sources of Growih

Chart 22 {concluded). Developing Countries: Net
Resource Transfer!

{In percent of GNP

Low-Income sub-Saharan African

Fifteen Heavily Indebicd Countries

Bakiné o e aml
v fn i deFrues

! Met rescurce transfer is defined as the balance o goods and
non-factor services {a surplas represenis o transler from devebopeng
counlnies 1o their creditors), The wedge between the two lines
represents ned facior payments—primanily ned inferesd payments.

The medium-term baseline projections envisage only
a modest decline in the net resource transfer from
debi-problem countrics to the rest of the world. Annual
cutward resource transfers in excess of | percent of
GDP, as implicd by these projections, will evidently
require domestic absorption to be restrained in order
to generale the trade surplus necessary o achieve the
transfer, A significant rise in domestic saving would
therefore be necessary if invesiment 15 [0 recover as
expected. The rate of growth of total factor produc-
tivity in the debt-problem countries is also projected
te nse following its poor performance in 198388,
although it would remain below the rates of earlier
pericds. The outlook for countries withoul debi-
servicing difficulties is very different. Although they
are progected to receive much smaller net transfers of
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In Chapter IV of this report, the financing position of
developing countries ks illustrated using the concept of
nel resource transfer, defined as the balance on poods
and noa-factor services (see, in panticular, Chart 22).

The concept ol net resource transfer used in the Warld
Economic Outlook s related 1o the requirement that a
country’s balance of payments surplus {deficit) on mer-
chandise trade and non-factor services must match net
capital account nflows (outflows) plus mel international
fuctor payments and transfers. For a finance-constrained
economy this definition implics that a country must finance
any excess of nel international factor payments over nel
capital inflows (including unrequited transfers) by earning
maore from its exports of goods and services than it spends
O Impors.

In the simple case of an economy whene capital account
transactions consist only of gross disbursements and
repayments of loans from abroad and current accouni
transaciions include only merchandise trade and Enterest
payments on foreign lakdlites, the nel resource transfer
will be dentically equal to the merchandise trade kalance.
I met capital account disbursemenis are zero (that is,
existing loans are rolled over, but no new foreign capital
is proveded), the country must generate a merchandise
trade surplus sufficient to meet its interest paymenis. The
trade surplus represents an outward resource transfer
{frem the country to its creditors) in that domestic outpat
milkl exceed absorption by an amount sufficient to service
the externnl debt,

I the economy is expeniencing capatal flight (for ex-
ample, as a resull of under-invoicing of exports, or over-
invoicing of imports, which could result in & negative
entry in “errors and omissions” }—or if repayments of
external loans exceed gross disbursements—there will be
a net capital outflow that must be financed by a larger
trade surplus. The net resource transfer will therefore be
correspondingly higher.

The outward resource tronsfer can be reduced. or
indeed reversed, if & country can attrmct net capital
inflows, for example. through official transfers. foreign
direct investment, or repatriation of fight capital, Simi-

Box: Net Resource Transfer

larly, the burden of debl-service obligations can be Jlow-
ered by reducing cash paymenis below scheduled mterest
or amdrtization, either through negoliations with credilors
irescheduling or refinancing) or enilaterally {accumulation
of arrears). Recourse to exceptional financing has sub-
stantially lowered the nel resource transfers made by
certain groups of debtor countries during the 1980s (for
the 15 heavily ndebted countries, for example, excep-
uonal financing aversged some 3.7 percent of GDP in
198388, although the net resource transfer nonetheless
remained high).

Estimates of net resource transfers for various regional
and analytical groups of developing countres are shown
im Table 13. The impact of the subsiantial recycling of
funds that followed the first ofl price shock in 1973 i
clear, as s the marked change in fnancing conditions
after the owibreak of the debi crisis in 1982, The sharp
turnaround in the position of the 15 heavily indebied
countries (o a lange outward transfer of resources during
198388 resulted primarily from the substantial increase
inm interest payments. This is also reflected in the large
swing in the position of countries in the Western Hemi-
sphere. The high level of unrequited transfers (predomi-
nantly official development assistance) appears 1o be the
miin comntributor to the continuing large resource inflows
into African countries,

Alternative measures of the net resource transfer have
followed rather different approaches. In the Waorld Debe
Tables, fior example, the World Bank derives net transfers
direcily from loan iransactions, as gross dishursements
on long-term loans less total amonization and inerest
paymenis made. This indeed represents the net flow of
funds between the developing country and the provider
of the loans under consideration, but the concepl docs
nof take into account other sources of capital inflow and
associated facior pavments (for example. foreign direct
investment and many trade credits). The measure used
in the Word Economic Outlook seeks 1o provide a more
comprehensive indicator of domestic absorption that must
be foregome in order to meet the balance om fEctor
payments and all net capital fows.

resources from abroad—primarily a result of the lower
current account surpluses foreseen for the newly
industrializing economies of Asia—they are expecied
to sustain high levels of investment and growth owing
to strong domestic saving and productivity growth.

Impact of Debt Reduction Operations

The growth accounting framework is helpful in
explaining the broad determinants of potential outpul,
but it cannot deal with important issues such as the
interactions between confidence and investment and
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the disincentives that may be associated with the large
debt burdens faced by many countries. The relationship
that exists between the debt overhang, the need o
reduce the outward resource transfer, and countries’
creditworthiness and growth performance lies behind
o number of recent imitiatives 10 reduce the debt and
debt-servicing burdens of the indebled countries.
The complexities of individual cases prevent a gen-
eralized analvsis of the likely impact of specific debt
reduction operations. However, the siaff has devel-
oped a series of illusirative debt reduction scenanos
that examine the linkages between debt burdens and
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Impact of Debi Reduction Operations

Table 13.  Developing Countries: Net Resource Transfer

{ln percest of GDF"®
Current  Unrequited Net Factor  Met Resource Carrent Unrequited  Met Factor  Net Resource
Account  Transfers Rervices Transfer Accoumt  Transfers Services Tramsier
Irevlaping Countries Mt credilor comneries
1970-73 =B 0E = 1.3 — 0.4 1970-T13 0 =33 -5 .1
197482 0 0T =1.3 07 197482 17.8 =il 09 e
198 L ER =09 0E = 1.9 o3 I19E1-EX 2.0 X4 L] 1.4
15985954 =03 & = 1.4 (LT 155 1.E =15 3.3 LLE
Adrica el debilor counbries
15709-T1 -18 i.2 | = 1.8 1570-T3 = 1.3 1.3 -1, -1.3
197d=K2 L& 1.3 =23 = 1.1 197452 =17 1.4 -1.7 =34
198343 =12 1.9 - 346 =4 198344 = 1.4 1.4 -9 (1N ]
[ =1.3 N | - 3.4 =i}, TSt . = 0L 1.1 =22 LI}
Asia Countries will recont debl-servicing difficalties
197173 -0.4 o9 =03 = .1 1970=T3 = | 6 1.1 = 1Lk =11l
197482 - 1.2 1.1 -i0.& =].3 197482 =34 1.1 -23 -3
| 98 3-B8 1.0 o [ il (WL ERE = |5 1.1 -3iK 1.2
| - ol [ ] -3 ol [ = .1 1.0 =12 i.1
Euraps Couniries withoal debt-sorvicing diffoulties
1970-T3 =Ll LN —09 =23 1970-73 =9 1.6 ={.5 -30
197482 =37 2.3 -1.7 -4.3 197482 =5 1.2 =1.1 =23
19E1-EE 02 1.9 -0 1.2 198 L =[.2 1.8 =1.7 -1.%
IRE—A 0.5 1.6 -4 1.6 159855y =1 1.1 =11 =l
Middle East Fifteen heavily indebied coumtries
1970-T3 2.0 =Q.1 =23 4.5 197073 = 1.6 (i - | B =4
197452 14.6 =08 g 14.5% 1974=R2 =36 0.5 =34 = |
158152 =23 =05 2.2 —4.0 1M 3-RE =9 05 -4, 149
155 =103 =0.2 1.4 =14 e ={.E 0.4 =1.% 1.3
Western Hemisphere Lava-income sub-Saharan Africa
1970-73 =32 0.2 =19 -0.5 19T0=-T3 =%2 1.& = .4 = 1.4
197442 =38 0.2 =27 -1.2 197452 =67 14 =30 =§.1
I8 = ¥ 0.4 =d.2 r 9 1578158 =50 X1 ] =37 =T.3
190 =0 .4 =X4 22 158954 =50 L -1 -T.3

* Figures for 198554 are Fiand stall progections.

the supply side of the indebted developing economies.
Issues considered include the direct cash flow impli-
cations of debt reduction, the effects of higher domestic
saving and investment rates, and the potential role of
improved efficiency. No attempt is made 1o specify
the precise debt reduction instruments or the impact
of debi reduction on domestic financial markets; more-

% The scenarss are gemerwied by n disaggregabed econometnic
maded for developing coumtnies. The meibodology and sEructure are
discussed in Charles Adams and Clasre Hughes Adams, *“Scenano
and Forecast Adjustment Model for Developing Countries,” Snaff
Srudies for the World Ecoacmic Ohetfood, Inemational Monclary
Fuand, Ausgust 1989,

over, no specific assumplions are made aboutl the
struciure of debt relief, the financing of debt reduction
operations, or the discount at which debi might be
retired. Rather, emphasis is placed on the potential
macroeconomic impact of debt reduction for the debi-
problem countries, with particular attention given 1o
external financing, invesiment. and growth prospects,

In order 10 simplify the presentation, each scenano
examines the impact of a 20 percent reduction in the
level of total debt outstanding at the end of 1988:
consideration is restricted 1o those countries that have
experienced recent debt-servicing difficulties. Debt
reduction is assumed to lower the level of scheduled
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IV + RESTORING GROWTH IN DEVELOFING COUNTRIES

amortization and interest payments in 989 and sub-
sequent years, affecting both the current and the capital
accounts of the balance of payments. In the first two
scenarios it is assumed that the improved liquidity
position is reflected directly in a higher level of im-
ports,” while exceptional financing (mainly arrears
and reschedulings) is held at baseline levels. This
assumplion is relaxed in the third scenano in which
domestic measures, in addition to debt reduction, have
a sufficiently strong effect on the external position to
permit & significant reduction in exceptional financing.

Scenario A illustrates the direct impact of the lower
debt-service burden that would result from a 20 percent
reduction in external labilities outstanding at the
beginning of the period. Interest pavments and am-
ortization aré also assumed to fall by 20 percent,
permitting an increase of imports resulting, for ex-
ample, from less restrictive demand policies. Table 14
shows the impact of the improved hiquidity position
compared with the outlook in the medium-term base-
line scenanio. The level of domestic output rises by '
of | percent, mostly in the first year, reflecting the
higher level of domestic absorption made possible by
the relaxation of import constraints {consumption and
invesiment are assumed 1o increase proportionately).™
However, this is largely a once-for-all effect. The
underlying growth of GDP changes little over the
medium term as the nel addition to the capital stock
arising from the higher level of investment is relatively
madest. Debt reduction on ils own is séeén 10 have a
madest beneficial impact on the level of cutput, but it
does little 1o improve the underlying growth potential
over the long run.

The small impact on growth over the medium term
in Scenario A largely reflects the assumplion that the
additional external resources are allocated 1o con-
sumplion and investment in line with their respective
shares in outpul in the baseline case. Scenano B allows
for a more optimistic interpretation of the possible
impact of debt reduction on investment. Specifically,
it 15 assumed that as the debt overhang is lowered,
economic agents lake a more posilive view of potential
returns to investment and that the rise in imports made
possible by the lower debl-service payments is used
entirely for fixed capital formation, implying a higher
level of national saving. The increase in GDP is
somewhat greater than in Scenarie A as higher do-
mestic absorption is now augmenied by faster growth

" The pass—through is somewhat less than 100 percent, as il is
assumed 1hat reserves are ingreased 1o maintain the mtio of official
reserves b0 impons implied in ibe baseline projection.

W The rise in gross mariomal prodwct is considerably larger
{14 peroent), reflecting ibe direct impact of bower debl=service
paymenis,

a2

in the capital stock and, hence. of potential output,
The gain in potential output growth remains relatively
small, however, reflecting the relatively high capital-
output ratios that historically have characterized these
countrics, ™

The rather limited benefits ansing from debt reduc-
tion operations in Scenanos A and B underscore the
need for fundamental policy reforms in the indebied
developing countries (o support improvements in fi-
nancing flows, a need that has been stressed at every
stage of the evolving debt strategy. It is of course
extremely difficult 1o quantfy precisely the effects of
such policy improvements, especially as the require-
ments and possible gains can differ widely among
countries. It may nevertheless be wseful 1o examineg
the possible orders of magnitude of the effect of
combining debt reduction with measures o improve
efficiency.

Scenano C therefore assumes that the 20 percent
reduction in debt outstanding would be coupled with
palicy changes that would lead 10 a much stronger
recovery in the growth of total factor productivity than
is envisaged in the baseline projection as well as in
the two previous scenarios. For illustrative purposes,
todal factor productivity in the medium term is assumied
o grow by some % of | percent a year, compared
wilh about ¥ of | percent in the baseline; this would
represent a substantial improvement over the negative
contribution of productivity growth in 198388, but it
would still be well below the average for the early
19705 (Table 12). The productivity gains are assumed
to occur primanly in the tradable goods sector, and
therefore to be reflected in higher net export carmings.

The estimated impact of such an improvement in
policies and productivity is quite large. Domestic
output increases by 1 percent in 1989, and the annual
growih rate of GDP strengthens by about Y of
1 percentage point throughout the medium ferm. in
contrast 1o the very small impact on GDF growth in
the two previous scenanos (the rise in GNP remains
commensuralely higher). A subsiantial expansion in
export capacity would generate additional cash flow
gains beginning in the first year, reinforcing the im-
mediate benefits of the lower debt-service burden.
Investment growth over the medium term is no greater
than in Scenario B,*™ but the gains in potential GDP
made possible by the stronger growth in preductivity

o Malwithalasding the higher savings ratio, the capital stock in
coumntries with recent debi-serviciag difficubics is only I percen
Bigher in 1954 1han wn the haseline case: ik increase in GOP is litike
mofe thas Vi of | percent by the end of the peried, refleciing a
capitaliomipul rati oa the onder off 3%,

= The investment ratio is actually lower (Table 120, owing entirely
o the higher level of GNP
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Policy Considerations

Table 14. Net Debtor Developing Countrics: Debt Reduction Scenarios, 1989-94

IAmnusl averages)
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[3eht service payments £5.3
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04 E .
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- 3.0 - 116 8
-4.K = &1 T4
=38 L 1.
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% [ LN |

- 354 1y i T4
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! DifTerence an level of real GIDP.
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permil a higher growth of consumplion (o be sustained
throughout the projection period, These improvements
also permit reliance on arrcars and reschedulings 1o
be reduced over the medium term.

In summary, the relatively modest improvement in
coonomic performance in Scenanos A and B suggest
that debt reduction, in and of itself. is no more a
panacca for the cconomic difficultics of the indebted
developing countries than new lending would be on
its own. The substantial gains accruing under the high
productivity growth  scenano—notwithstanding un-
changed assumptions about global economic condi-
tions and about the availability of foreign saving—
emphasize the entical importance of fundamental pol-

icy adjustments by the developing countries if o lasting
solution to the debt problem is 1o be achieved.

Policy Considerations

Restoration of adequate growth in large parts of the
developing world remains a particularly urgent concern
for the international community. After nearly a decade
of poor economic performance 1 is apparent thal
substantial additional efforts are required both by the
indebied countnies themselves and by their creditors,
trading partners, and international organizations, The
mainienance of growth in the indusinial countries has

A
fandt
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IV « RESTORING GROWTH IN DEVELOPING COUNTRIES

long been recognized as a crucial element in the debt
strategy. In recent years the achievements on that
score have generally surpassed expectations and have
clearly helped to alleviate the debt burdens of some
countries. Other aspects of the external environment
have been less satisfactory, however, including the
sharp rise in international interest rates during 1988
and early 1989, Rising protectionism in export markets
and deteriorating terms of trade may also have con-
strained many countries, notwithstanding the rapid
growth of developing country export volumes in recent
years.

The two clemenis of the debt strategy that have
been most problematic are the external financing sit-
uation of the indebted countries and the continuwed
inadequacy of adjustment efforts in many countries.
Taken together, these elements help to explain the
wide gap in growth performance between the countries
that have encountered debt-servicing problems and
those that have avoided them.

Long-standing differences in policy stance among
varous groups of developing couniries appear to go a
leng way foward explaining these differences. The
policies followed by those countries that have avoided
debi-servicing difficulties share in most cases a number
of common characteristics. Typically, these countries
have adopted outward-oriented growth strategies and
have avoided over-dependence on a narrow range of
export categories. They have also tended to be con-
sistent in their pursuit of prudent monetary and fiscal
policies and have been relatively more effective in
implementing structural reforms: as a result inflation
generally has been lower, and national saving, invest-
ment, and productivity growth have been higher than
in other developing countries.

Appropriate policy prescriptions for the debi-
problem countries generally reflect the strategy that
has been adopted in the more successful countries.
However, the debt-problem countries face the serious
additonal burden of implementing such adjustment
measures in the face of much heavier debt burdens,
and against the background of a long period of unsat-
isfactory economic performance. The adoption of
measures aimed at a sustained shift in the structure of
aggregate demand from consumption to investment,
and from domestic absorption 1o net exports, is con-
siderably more difficult where there is a legacy of
policy failure and a general lack of confidence—as
indicated, for example, in the substantial secondary
market discounts that exist for most of the heavily
indebted countries (Chart 23). Many developing coun-
trics have sought to introduce such necessary adjust-
ments, but oftéen they have encountered difficulties in
sustaining their efforts for a sufficiently long period,
or they have been unable 1o deal with the consequences
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Chart 13. Secondary Market Prices for Developing
Country Loans'

{In percent of face value)

T

G5

A%

a5

30

[} 0] 196 (30 ] 1985

Sowrce: Salomon Bros,

! Weighted average prices for |5 heavily indebled countries, whene
wigsghts are Fund stafl estimates of oulstanding com-
mercial bank debt st end-1986, sdpasted for matunng chom-term
debl,

of adverse external shocks.

Recent enhancements to the debt strategy have
sought to address these issues. For countrics where
the discrepancy between debt-servicing obligations and
debt-servicing capacily is particularly wide, it is pos-
sible that debt reduction operations will increase the
incentives for debtor country authorities 1o introduce
the necessary reforms.” Al the same time, condition-
ality will remain necessary 1o ensure that adjustment
programs stay on track; it will also be important to
avoid a direct substitution of domestic for foreign debt.
The political and social difficulties surrounding the
sustained implementation of appropriate measures will
certainly be eased if the sacrifices required can be
tempered by a reduction in the nel transfer of respources
to the rest of the world, which is particularly heavy
for the middle-income indebted countries. Elsewhere,

¥ See Chapier 1Y of the Apnl 1989 World Ecomomic Ounlocd.
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for example in many low-income African countries,
the scale of the debt problem is more a reflection of
poor export performance and deep-seated structural
problems than of the level of debt; indeed, economic
performance has remained disappointing in spite of
large and sustained levels of inward resource transfers.
In such cases debt relicf may need 1o be accompanied
by further increases in concessional lending, as well
as by more resolute implementation of appropriate
policies, in order to promote the infrastructure nec-
essary to support fundamental changes in economic
orientation.

A number of countries that have recently experi-
enced debt-servicing difficulties are classified neither
as heavily indebted middle-income nor as low-income
African countries. Many of these are moderately in-
debted low- or middle-income countries in Asia oF the
Western Hemisphere, although several imporiant
countries in Eastern Europe and the Middle Eazt also
have encountered debt-servicing difficulties. The need
for adequate policy reforms coupled with a bener
balance of external financing Aows is also vitally
important in these cases.

There are, in addition, several countries that have
consistently met their debi-service obligations but
which nonetheless face heavy debt burdens (six mem-
bers of the group of countries without debi-servicing

Policy Conuderifions

difficultics have debt to expor oF debi service ratios
higher than the average for the debt-problem growp).
The attention that such countries have paid to the
timely servicing of their forcign debt has, in most
cases, enhanced their ability 10 manage their debt
burdens by maintaining creditworthiness and market
access, bul in some cases this has been achicved only
through considerable domestic sacrifice. 1t is vital that
efforts to address the problems of countries with debi-
servicing difficulties should not be allowed to constrain
the availability of external finance 1o these countries.
It is equally important for such countrics to maintain
the desirable onentation of their domestic policies, as
slippages and shortfalls might bead to doubts concern-
ing their creditworthiness, which could rapidly cloud
their economic prospecis.

It is therefore essential that the strengthened debd
sirategy take account of 1he external financing require-
ments of all developing countries. while taking due
consideration of their specific circumstances. The cuse-
by-case approach provides the assurance that every
sitwation will be considered on its merits. Both official
and private creditors must reinforce their cooperation
in order 1o reward the efforts of those countries that
have successfully avoided debi-servicing difficuliies,
while building on recent initiatives to restore growth
in the indebted developing world,
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Supplementary Note

Discrepancies in the World Current Account

One of the well-known difficultics in analyzing the
performance of the world economy is the discrepancy
that arises when countrics’ currenl accounl balances
are aggregated to a world total. Rather than adding to
rero, as they should in theory, the current wccount
data have shown large aggregale net debit balances
since the late 1970s. In 1984 the Fund established a
Working Party to study the canses of this discrepancy
and to recommend steps that could be taken 1o reduce
its magnitwde, The report of the Working Pany con-
cluded that most of the discrepancy could be attribated
o asymmetries among countries in the recording of
investmenl income in combination with the rapid
growth of cross-border assets and labilities. ™ As
resull of the Working Party’s recommendations, the
Fund’s Bureau of Statistics and some national statis-
ticitl offices began 1o take a number of steps aimed at
reducing the size of the discrepancy.

This note reviews recent developments in the global
idiscrepancy and descrnbes the adjustments thiat can be
apphed at the aggregate level to reduce the discrepancy
i the histerical data base. It then describes briefly the
process underying the Wordd Ecomomic Qutlook pro-
Jections and discusses whether this process itselfl might
be o possible source of systematic bias, The note
concludes by considering possible sieps (o reduce
projected fulure discrepancies,

Historical Data

It may be wseful a5 & starting poin 10 nole certain
charncteristics of (he current account data. First, the
current account bakince is the net result of large gross
flows of credits and debits, so that relatively small
errors in the component senies may result in relatively
large crrors in the balance, It should also be noted
that the global current account discrepancy is unlike
the statistical discrepancy or ““errors and omissions”™
item in national balance of payments accounts. The
former should in principle be zero, so that any el

= Beport an fve Wil Currewd Accoum) Thscrepamcy | Washing-
fon: Imternalional Monetary Fand, September 19875,

discrepancy represents differences inrecording current
account ransactions among countnes; the latter con-
tains an unknown combination of errors or omissicns
on either current or capital transactions within the
mational statistical framework.

The global discrepancy, as reported in the World
Economic Outlook, by the Fund's Bureau of Sttistics
{based on submissions of national statistical offices),
and by the OECD, narrowed considerably between
1984 and 1987 (Table 15). However, this resulied
largely from special factors mither than from basic
improvements in the recorded data. As shown in Tables
15 and 16, the positive discrepancy in the merchandise
trade accoun! rose sharply in 1987—perhaps reflecting
very rapid growth of nominal trade flows, with exports
in one country somelimes being recorded in the ac-
counts some months ahend of the offsetting import
entry in the pariner country, The secomd major Gctor
was the rise in the credit balance on reinvested carn-
ings, which reflected a magor continuing difference
between the records of creditor and deblor countries,
together with the effects of the inclusion in the U5,
accounts of unreslized capital gains that rose consid-
erably as a result of the depreciation of the U5, dollar
during 198587, Also, there was an increased positive
discrepancy in the calegory of “other™ private gouods,
services, and income.

The significant increase in the discrepancy that
occurmed in 1988 reflects o some extent o reversal of
some of the special factors that contributed o the
previous decline. notably the tendency for the LS.
dollar 1o strengthen during 1988, The renewed rise in
interest rates and the strength of profits worldwide
mey also have contributed to that increase, given that
much of the discrepancy reflects under-recording of
factor income pavments among countries. OF course,
thie data for 198K are still based on preliminiry national
statistics and may be substantially revised.

In principle, considerable improvement in the ag-
gregate data can be achieved by introducing  some
broad adjustments. as is now done regulardy by the
Fund®s Bureau of Statistics (Table 17), following the
recommendations of the Working Panty cited above,
In addinon, the Bureau of Statistics supplements the
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SUPFLEMENTARY NOTE

Table 15. Comparison of Waerld Ecomormic Ohtlook, Burean of Statistics, and OECD Data on World Current

Account Discrepancy, 1981-H

{In billions of U5, dollars)

1581 19832 1983 584 1584 1584 197 19RE 1585 1]
By arca
Toial current accoum
World Economic (Purlook -6l - =14 —#0 -T2 -5 - &7 =i - & - it
Bureau of Stanisies = =96 =12 =73 =i =3 = |8 o
OECD - 55 -2 — =T - =43 - & -6 = &7 =
Indusinsl counines
World Evononic Ounlook =24 =17 =X -5 =52 = |2 =35 -4 =18 ="M
Bauresu of Statistics - 1% -2 -1 -5 -1 - - 47
OECD -3 -3 -1 —&3 - 54 -3 — 4% —h ] -5
Developeng countries
World Ecanosise {unlonok - 43 =77 - 58 - 1% -2 —dl 4 -9 -7 =
Bureau of Siatisiics ] | - R} -5 -7 -2 -15 13 T
OECD -3 -7 -57 -9 -1 -4l i —14 -13 -20
Oiher countries'
World Eeanosmite anlonk =1 [ [ 7 2 ] 5 -3 -1 -3
Bureau of Sintisiics 2 & 7 @ 5 @ 12
OECTD 1 [ [4] 14 15 B 1] I 14 4 (L]
International organizations® 1 1 F " 3 B B
By type of transection
Trade balance, total
World Ecancmic (unloak 14 =1 & 13 B @ M4 17 1 L
Bureau of Statistics 6 9 I8 o I8 17 43 e
OECD I 9 [} rrd 13 I8 a7 52 52 (1]
Indusinal counlnes
World Economic (ubook =38 -1 -27 =31 - 43 -7 - 28 =12 = It -9
Bureau of Statistics -2 -15 -m -i2 -8 -5 - 11
OECD -32 -2% -4 =31 - dh -B -27 -4 -5 I
Developing countries
World Econcenie unloak 45 | 6 k] 51 14 S 4% 51l 47
Bureau of Siatistics 42 15 5 56 1] 14 b2 1] o ata
OECD 56 4| T L T) kT [ S 42 46 kL
Oher counlries'
World Ecancmic Dunlock ] T T .4 i - 7 = =] =
Burcau of Slatisies 5 {4 13 13 5 T 12 s ol
OECT 4 2 1% I 4 1] I 14 13 I
Sorvices balance, 1olal”
World Evoncmic Chunlook =15 = &7 =Tl - & =12 =30 - 48 =54 = |8 = |
Bureau of Siatistics - &3 - - 43 - - Th - 43 - 52
OECD* =T ] =12 — 8 -8 =4 =13 =87 =0 =33
Indusirial coumlnies
World Evonomic COwilook i3 23 = 1.1 it | 12 35 =2 =21 = |k
Barcau of Statisis ik M 23 i3 i . (L] - - ainpe
OECD* 1 n X 12 2 2 [ =15 =17 = M)
Developmg countries
Woowrld Eeonowine (ool ] =110 e 1] = 14 - - B2 =T - Kl . =9
Baresu of Statisis - 10 - i3 — 0k - iis ] - — i o
OECTD -9 - 105 -91 - 95 - B9 =7l — O =TI -7 =75
Other countnics'
World Evanossine (anlomk -2 -2 - =1 o | = =2 =1 = | =2
Bureau of Siatistics? -7 -7 =T =T — 3 -3 avave
OECT -3 =3 =2 =3 =1 I =1 =1 = 2

Mobe: Detadls may nol add 1o fotals becawse of rowndang.

! Primanly U.S.5.R. and Eastern Europe: coverage dilfers as

between the Waorld Ecomamic Duileok and oiber tabulations,

! Awailable im Burean of Statistics onlv: mainly oflicesl] trassfers.
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' Exchades tramsfers except for OECD tabulations.

* Inchudes privale trandfers.
* Inchudes. indernational erganizations.
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Table 16. Components of the World Cuarrent
Accouni Balance

{In bullions of U.5. dollars)

1984 1985 1986 1987

Talal currenl accoant =75 =@ = =I5
Trade n 18 7 41
Transfers (private and official) -5 = —h -3
Serveges =5 =T =48 =52

Shipmeent -3 -3 -3 -1
Other transpon -3 -2 — —
Travel 4 ! 4 i
Reinvested carmings [[i] 19 . ] 37
Dther direct investment imcome - 12 -G -t -7
Oither invesiment income -4 -4 -4 -1
Other official poods, services,

and mcome —-i? -i2 -ib -7
Other private goods, services,

and mcome | 2 1% 1%

Source: Balance of Paoymemis Feorbook, Porr 2, Iniermnalsonal
Monetary Fund, 1988,

reported data by adding information on (ransaclions
by international organizations, including certain trans-
fers involving institutions of the European Community,
While these adjustments improve the consistency of
the global current account, there are considerable
difficultics in applying some of them in the context of
the Waorld Ecomomic Ouilack. The adjustments that
could potentially be adopted for both the historical
peniod and the projections are those that are appled
o the international instilutions.,

The Discrepancy and the Fund's
Projection Procedures

Since the World Economic Ouilook projections draw
on information provided by a hisioncal data base that
is biased toward an excess of current account debits,
the projections typically display a widening of the
discrepancy over the projection period. This buill-in
tendency for the recorded discrepancy to widen largely
reflects the relative understatement of receipts of
investment income in the historical data, which also
seems 1o account for a considerable part of the bias
in the projections. ™

The general procedure underlving the stafls projec-
tions is 1o start with a sct of preliminary assumplions

= The fact 1but the discrepancy in the merchandise irade siatistics
tends 10 be fairly small reflecis 1be relatively high guality of the
trade data. Also, irmde dain are available for both prices and volumes,
by comsnodity group. and according to geographic irnding pablerns.
& the case of services, bowever, many differem types of ransaciions
are imvolved, the quality of the statistics is oflem dubious, and the
empirical evidence on the determinants of service Bows is nod nearly
as sofid as im the cose of merchandise irade.

Current Account Dhscrepancy

aboutl economic activity and prices in the larger coun-
tries, based on preliminary inputs from country desks,
together with the technical assumptions of unchanged
policies and constant real exchange rales over the
projection peried. On the basis of these assumplions,
projections for individual countries are developed by
each country desk. The country projections are sub-
sequently checked for consistency in terms of the
reasonableness of the oulcomes for the main compo-
nents of the world current account; in terms of the
compatibility of the global output and inflation projec-
tions: and in terms of the implied or assumed fows of
financial resources between creditor and debtor coun-
tries. (The financing constraint is explicit primanly for
the indebted developing countries.) When major in-
consistencies arise, the initial country estimates are
adjusted with the aim of achieving a more consistent
global picture. In particular, an effort is made 10 keep
the ratios of the discrepancy to world GNP and to
world exports within certain limits (Table 18). Not-
withstanding these efforts al reconciliation of the global
projections, when the country data are finally added
up, a large aggregate discrepancy tends to appear in
the medium term.

It should be noted that the reported discrepancy for
a given vear tends to decline over time as the data are
continuously revised and improved. This is illustrated
in Chart 24 and in Table 19, which compare the
propections and initial estimates for a given year with
the oulcome as subsequently recorded in the official
statistics; the comparison indicates that the shor-term
projections are rather closely correlated with the ini-
tially reported outcome. Over a span of years, how-
ever, the record is mixed, as illustrated in Table 19,
which shows a survey of projections and aciual data
since 1985, In that table, the October estimate for the
prior year typically is based on officially reported
putcomes for most countries so that subsequent changes
represent primarily revisions (o the reported data. For
1985 and 1986, and especially for 1987, the net negative
global discrepancy was reduced substantially in suc-
cessive projections and data revisions.

Table 19 also shows that some of the changes in the
current account balances belween successive projec-
tions have been guite large. For instance, there was a
sharp decrease in the discrepancy for 1986 between
the October 1985 projection and the Aprl 1986 pro-
Jection, which may have been influenced by the sharp
decline in the effective exchange rate of the dollar
between the two projection rounds. More recently,
there has been a large increase in the projected negative
discrepancy for 1989 between the first projections in
April 1988 and the most recent estimates.

Dwerall, this discussion suggests that the statistical
procedures underlying the World Economic Quilook,

6l
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SUPPLEMENTARY NOTE

Table 17. Current Accouni Balances, Reported and Adjusted

iln ballicns of L5, dollass)

13 1584 154 1 1597

Currenl account halances. as repored =1 =13 =& - 38 =13
Imedusirial countries =1 =57 =5 =M} =47
Developing counlnies. =59 =1I7 =X - 15 13
Deher countries 7 9 5 ] 12
Intermational organizations 2 — 3 L B
Adjustments, by type 33 #h k. b Fa
Beinvested earnings =11 =T =M =M = 3D
Other direct invesimenl income 5 E 4 1 -
Other invesimeni income i i) 45 il 43
Offficial bransfers 5 [ [ b4 13 1
Adjusted cumrent aceount balances — 4l -3 -3 -2 i
Industrial countries -9 =15 =45 = M6 =53
Developing countrscs = &y -4 h] =11 b
ber countmes 7 9 3 4 iz
Internationsl organicsisons 2 —_ i . B
Unallocated ] & ] b W

Source: Baltance of Poymenis Statizrics Yearbook, Part J, Imerastional Mosctary Fusd, 1988,

Mote: Dedails may not sdd to total becaisse of rownding.

Tahble 18. World Current Account and Services Balances: Selected Hatios

1988 1989 15#) 1931 i 1593 1994

{ln percent)
Averages
(LR [ e 197988
Ratio of world curment
accouml balance 1o
World GNP 0,32 0.12 0,43
Waoarld exponis al
pools and Servises 2,60 0,76 4 I
Ratio of workl balamce on
LETViced 10 workd
services debais 5005 4,648 T34

0,32 .41 0,38 (40 0.3% 07 034
1,66 i 1.9 156 1.51 180 1,463

L T T.28 T4 .H 755 149

Table 19. Evolution of Werld Economic Ouilook
Estimates of the World Current Account Balance

(In ballions of U.5. dollars)
WELY [ssues 1985 986 1987 1%8 1w 15590

Apnl 1985 =BR.3 =969

October 1985 =953 =928

April 1986 =98 =643 =757

October 198 =707 =613 =674

Apmnl 1987 =754 =531 =30 =319

October 1987 =701 =653 =519 =629

April 1988 =715 =513 =#b =313 =598

October 1988 =706 =519 =349 =509 =-T4%

April 1989 -T48 =566 =31 =-TIé6 =B6S =000

October 1999 =718 =523 =268 -66.] -874 -B8.6

per se, do not necessarily resull in rising discrepancies.
The main problem appears to relate (o the biases in
ihe historical data that may be affecting the projections
in Various ways,
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Conclusions

The tendency for the staff's projections to display
a widening global current account discrepancy over
the medium term originates 1o a large extent in defi-
ciencies in the national statistics. The Fund's Bureau
of Statistics currently estimates adjustments to the
historical regional and global data. Howewver, it is
difficult to incorporate these adjustments into the
forecasting framewark of the World Economic Out-
fook, which is designed to support the Fund's sur-
veillance activities and therefore needs 1o be built up
from data for individual countries. One important
modification that is envisaged at this stage is 10 include
data for international instituwtions; this will be imple-
mented in the spring 1990 World Ecomomic Onilook.
Also under consideration is the elimination of unreal-
ized capital gains and losses on income from LS.
direct investment abroad, which can cause large fluc-
tuations in the historical data.
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Chart 24, Current Account Comparison; Projecied
vs, Actual
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Curment Account Discrepancy

The results of the Working Party indicate that the
main cause of net debit balances in the aggregate data
over time is the under-reporting of portfolio investmen
income. However, this factor is unlikely to result in
future discrepancies as large as those implied by the
staff"s projections. Indeed., in line with past experience
it is likely that the net deficit on the world current
account in the period ahead (taking future data revi-
sions into account) may lurn out to be significantly
smaller than currently envisaged.

Several steps could be taken to oblain more consis-
tent current account projections in the Warld Econamic
Onrleok., The first would be to encourage national
authoritics to adjust their data along the lines now
used by the Fund's Burcau of Statistics. This would
involve prmanly adjusting the invesiment income
accounts by reference to partner country data, using
as @ basis the international banking statistics published
monthly by the Fund in fmternational Fimanciel Stea-
tistics. Alternatively, similar adjustments could be
made by the country desks involved. It would be
particularly important 1o correct the net negative bias
in the service accounts of the large industnal countnes.
To this end, & more detaled and consistent treatment
of the main transactions within each country’s services
account may need 1o be developed.

The analysis of imernational ransactions has been
complicated not only by the large discrepancy in the
world currenl account balance but also by sizable
statistical discrepancies in the balance of paymenis
accounts of many countries. Such discrepancies reflect
in parl ermors and omissions in the measurement of
current account vanmables, but they are also likely 1o
result in large measure from inadequate reporting of
capital transactions. Efforts 1o improve the reporting
of external claims and habilitees would greatly facilitate
the analysis of international developments and pros-
pects, In particular, it would provide a more solid
basis for evaluating the financing implications of pay-
ments imbalances and a better way 10 ¢ross check the
accuracy of current account statistics, It would also
help 1o improve the recording of services transactions,
given that investment income flows in some important
countries are estimated on the basis of data on cross-
border assets and labilities.
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Statistical Appendix

Assumptions and Conventions

The siatistical iables in this appendix have been
compiled on the basis of information available on or
before Seprember 12, 1989, The recording of the figures
for 1989 and beyond with the same degree of precision
as the historical Agures is solely a matier of conve-
nicnce: it 15 pol intended 1o convey any connatation
regarding the degree of accuracy altaching 1o these
estimates and projections.

The estimates and projections for FEEY and 19910 are
predicated on a numbser of assumptions and working
hypotheses:

® For the major currencics, the average exchange
rales in the four weeks ending August B, 198% will
remain unchanged in real terms through the end of
155,

® “Present™ policies of national authonitics will be
mmasimtaned .

#® The price of ol will average 516 in 1989 and will
remain constunl in real terms thereafier.

UK. dollarSDR conversion rates used in this report
are, for the historical period, the geometric averages
of daily rates given in the Fund’s farernational Finan-
clerd Speptinties (IFS). For 1989 and 1990, the exchange
rale assumplions specified above imply average L5,
dollarrSDR  conversion rates of 1285 and 1.291,
respectively.

Classification of Countries

Greece and Porfugal have now been reclassified and
moved from the group of developing to the industrial
counires, *

The revised group of industrial conntries (23 coun-
IFIEs) moWw COMPrises:

Ausirakia Lineece Morway

Ausiris leeland Partugal
Belgum Ireland Spain

Canada laly Sweden
Dienmark Hapan Swilrerland
Finland Laxgmbourg  Umited Kingdom
Frunce Metherlands Umited States
Germany, Fed, Rep. of Mew Featand

= For detaih of olber recent meodifications fo the amalyfical
wlresihcmion of developdng roumiries, see Warld Ecomomic Clitlook
Apnl 1983, p, 117,

The seven largest countrics in this group in férms
of GNP—ihe United States, Japan, the Federal Re-
public of Germany ., France, the United Kingdom. Italy,
and Canadas—are collectively referred to as the major
indusirial conntries.

The Ewropean courniries are defined as all industril
countries excluding the United States, Japan, Canila,
Avstralia, and New Zealand. Among the European
countries, the current members of the Enropean Coms
meity are distinguished s a subgroup.® They ane:

Belgnim Cireece Noitherlands
Dnmuark Irekand Poatugal

France Ixals = s

Giormany. Fed. Rep. of Luvemboung Linited Kingidom

The developing comrtries include all olher Fund
members (as of mid-1989), together with certain es-
sentially autonomous dependent termitones for which
adequate siatistics are available. ® The regiomal breaks
dewns of developing countnies conform to the regromil
classification used in the Fund's frernational Finn-
cigl Srauistics, I should be noted that, in this clissi-
fication, Egypl and Libyan Arab Jamahiniyva are clis-
sified as part of the Middle East, not Afnca.

In addition to their regional classification, the de-
veloping countries are also grouped according 1o an-
alvtical critena. Specifically, countries are classified
(1) by predomimant export; (2) by financial criteria;
and (3) in a number of miscelloneous groups,

The first analytical criterion. by predominant export
category, distinguishes among five groups: fuel (5ITC—
Stnndard Internationsl Trade Classification—3); mun-
ufaciures (SITC 3 10 8, less diamonds and gemsiones);
mon-Muel primary products (SITC0,1,2.4. and diamaonds
and gemstones); “services and private transfers,’” and
“*diversified export base,”™

A fTurther distinction is made among the cxporters
of primary products on the basis of whether countries”
exports of primary commoditics (other than fueli con-
sist primarily of agricultural commaodities (SITC 0.1,2

“ Composibe data shown in the tables under the heading Lvvopran
Commuminy oover the carremr members of EC for all yvears, even
thisugh the membership has changed over leme.

O showld B moled that the tevm “comntry™ used in this meport
iy mol an all cases refer ko oa bormlonial oobily that s o stale o
liddeinlodgd by international law and practice. The term alsoe covers
somes Icrmlarial cnlibes (hal anc nod skales bal for which dita are
manntaifed and proveded elermabonally on a separalc and mide-
pernlent basis,
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except 27, 28, and 4) or minerals (SITC 27 and 28, and
diamonds and gemsiones).

The financial criteria first distinguish among net
creditor and net debtor countries. Countries in the
latter, much larger, group are then distinguished on
the basis of two additional financial criteria; by pre-
dominant type of creditor and by the degree of debt-
servicing difficultics they have faced.

The country groups shown under the heading **mis-
cellancous groups’” comprise sub-Saharan Africa;® 12
major oil exporters; net debtor fuel exporters; 4 newly
industrializing Asian economies; small low-income
economies; and 15 heavily indebled countries.

Table A presents a breakdown of all developing
country groupings according Lo the proportion of GDP,
exports of goods and services, and level of indebted-
ness. A detailled account of the analytical country
classification scheme is provided below.

1. Countries Classified by
Predominant Export

Fuel (18 countries)

Countries whose average 1984-86 ratio of fuel ex-
ports 1o total exports exceeded 50 percent are assigned
o the fuel category. The group comprises:

Alperia Irag Catar
[T Kuvwaii Sauwdi Arabia
Congo Likyan Arah Trinidsd nnd Tobago
Ecuador Jemakiriva United Arab Emirsies
(iabon Mexico Yencruela
Indonesia Migeria
Iran. Islamic Cenan
Kep. of

Mom=-fieel exports (114 countries)

This category seeks o identify countrics with 1otal
exports of poods and services including a substantial
share of (a) manufactures, (b) primary products, or (c)
services and private transfers. However, countries
whose export structure is so diversified that it does
not Fall clearly into any one of the other three groups
are assigned to a fourth group, (d) diversified expon
base.

a. Economics whose exports of manufactures ac-
counted for over 50 percent of their todal exports in
1984-86 are included in the group of exporiers of
manufactures (15 countries). This group consists of:

Brazil lsrael Taiwan Prav. of China
China Korea Thailand

Hong Kong Paland Turmses

Hungary Romaria Turkey

India Sngapare Yugoslavia

 Excluding Migeria and South Africa
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Table A, Developing Countries: Shares of Various
Subgroups in Aggregaie GDP, Exporis of Goods and
Services, and Debt Ouistanding, 1985-87

iln percent)

Expoans of
Crpoeds and
GDP  Services Debt
Developing Countries Lok 100 1M 0
By reghom
Africa 121 1.0 157
Asia 115 414 24.7
Eunops EE (11N (LN
Middle Easi 157 159 138
Wesiern Hemisphere s I | i L
By predominant expor
Fuel 9 . 7.5
Mona-fuel exporis T 712 T8
Manufactures 45 B 493 LN |
Primary products N | Bl I8E
Agriculiural products 0.1 5.4 13.6
Minerals 1.9 1% 52
Services and privale
transfers L6 4.7 1.7
Daversified export base .6 @l *9
By Bnamcial criteria
Mgl credilor Countnes 135 210 e 4
Mgl delbtor coantnes B6.5 TR0 R
Market bosmowens T8 40.7 439
Deversified bosmowers iB.0 o3 e
(Hfcial bormowers 10.7 E6 [}
Comntries with recent debe-
servicing diflficulties 48.3 2 Bl 6
Countries withoul debt-
servicing difficulties L1 e EER. Iz
Miscrllaneous groups
Sub-Saharan Africa a1 iR 7.5
Twelve magor ol exporters LB 114 169
et debtor fucl exporicrs 7.5 14.7 3.2
Four sewly mduastrializing
Aslan cconomics 7.4 4.5 5
Small low-income ccomomics .2 1.5 Wi
Fificen heavily indebued
COURIFEs 7 H0.4 41.5

b. The group of exporfers of primary prodects (53
countries) consisis of those countrics whose exports
of agricultural and mincral primary products (SITC
0.1,2.4, and diamonds and gemstones) accounted for
at least half of their total exports in 198486 These
countrics are:

= For many coundries., detailed dats on commadity trade ane nal
yel available for this period. The assignment to this group aof
“horderline case™ coumlries will therefore have 10 be revitwied as
data become avadlable.
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Afghanistan
Angeniina
Bhean
Bolivia
Botvwsna
Bumandi
Central African
Rep.
Chad
Chile
Colomhia
Comonos
Costa Rica
Chite d Tvoire
Dyshouti
[Dxosminica
El Salvador
Equatorial
Cuinea

Gambsa, The
Cikana
Ciaslemala
Guainea
Ciainea-Bissai
Caynaa
Horduras
Kenya
Lax People's
Dem, Rep.

Papua New Liginga
Faraguay

Peru

Hwanda

Sho Toms and Principe
Sodomon [slamds
Somalia

5ri Lanks

5t, Vincent

Sudsn

Suminame
Swazilend

Togn

Ugunda

Uruguay

Wil Mam

Falre

Fambés

Among primary products a further distinction is
made between agncultural products and minerals. The
group of mineral exporters (13 countres) Comprises:

Bodivia
Bodswana
Chale
Claines
Ciayana

Libseria
Maurnania
Miger
Peru
Sumname

Togo
dadre
dambaas

The agriculinral exporters (40 countries) consist of
all oiher exporters of primary products. They are:

Afghanislan
Argentina
Bhutan
Burundi
Central African
Kep.
Chsd
Colombia
Comoros
Costa Rica
Cilite d'lvoire
Dijibsouti
Domingca
El Salvador

Eguatonal Ciaiséa

Ciambaa, The

Crhana

Gauabemaly

Cuimes: Bissan

Hondwras

Kenya

Lao People™s
[Bem. Rep.

Madagascar

Malawa

Mali

Maurilius

M yanmar

Micaraguas

Papua Mew Guinca
Paraguay

Hwardda

Sio Tomé and Primcipe
Solomon lskands
Somakia

Sn Lanka

S0 Vncem

Susdan

Swanland

Ugandda

Linaguay

Viel Mam

. The exporiers af services and recipienis af privale

transfers (33 countrics) are defined as those countries
where income from services and private transfers in
198486 accounted for more than half of total export
carnings. This group compriscs:

Antigua and Barbuda  Jamaica Pakistan

Bahamas, The Jordan Panama

Barbados Kirikati, Beychelles

Burkina Faso Rep. of 5. Kitls and Mevis
Cambasdia Lebanon 5i. Luci

Cape ¥Werde Lesotho Tanzanza

Cyprus Maklives Tonga

Daomanican Bepublic Malia Wanualu

Egypt Maozambague Weslern Samioa
Ethiapa Mepal Yemen Arab Republic
Fan Metherlamds Yemen, People™s Dem,
Girenada Antilles Rep, of

Classafication of Countries

d. Conntries with a diversified export base (13 coun-
trics) are those whose export earnings in 198486 were
nol dominated by any one of the calegorics mentioned
under (a} to (c) above, The group comprises:

Bahrain Mialaysia Sierm Leone
Bangiadesh Morocon Souh Africa

Belize Philippines Syman Arsb Republic
Benin Sencgal Fimbabwe

Hai,

2. Countries Classified by Financial Criteria

Net ereditor countries (eight countries) are defined
as all developing countries that unambiguously were
net external creditors in 1987 or that experienced
substantial cumulated current account surpluses jex-
cluding official transfers) between 19%67-68 (the begin-
ning of most balance of payments senes in the Waorld
Economic Outlook data base) and 1987, The net cred-
itor group consists of the following economies:

Iran Cirman Taiwan Prav. al China
Kuwait Crakar United Arab Emirades
Libyan Arak Saudi Arabia

Jamakianiya

Ner debror conniries (124 countiries) are disaggre-
gated according 10 two criténia: (a) predominant 1vpe
of creditor, and (b} experience with debt servicing.

a. By predominant fype of creditor (sources of
bormowing)

Muarker borrowers (21 countries) are defined as net
debtor countries with more than two thirds of their
total habilities cutstanding a1 the end of 1987 owed o
commercial creditors, They comprise:

Algena Ecundor Sangapore
Antigas and Hang Kong South Alrica
Barbizdn Hungary Sarinaume
Argentina Korea, Rep. of Trimidad and

Bahamas, The Malsysia Todapi
Barbados Mexico Uruguay
Brazil Papua Mew Guinea Venczecls

Chile Phillippines

Official borrowers (68 countries) are defined as net
debitor countries with more than two thirds of their
total liabilities outstanding al the end of 1987 owed 1o
official creditors. This group comprises:

Afghanisian Cape Verde Eguatarial
Bangladesh Central Afmcan Cainea
Belize Hepulilic Ethipes
Bhustan Chad CGamiva, The
Bolivia Comores (ihans
Hotswana D iksaati Crcaasda
Biirkina Faso Dienimica Cainea
Hairundi Egypt Guimea: Bissau
Cambodas El Salvador Haiti
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Honduras Morocen 5i, Yincen
Jamaica Mozambigue Sudan
Kenva Myanmar Swaziland
Kiribati, Bep. af Mepal Tanzania
Lao People™s Dem,  Meiberlands Amiille: Togo

Rep. Miger Tonga
Lesatho Fakistan Uganda
Libseria Poland Vanuatu
Madagascar Bwanda Viet Mam
Malawy Eemegal Western Samoa
Maldives Sierma Leone Yemen Amb Rep.
Mlali Somalia Yemen, People’s Dem.
Slalta S Lanka Rep. af
Maumtama S KHisMevia Laire
Maumius 31, Lucia Lambia

Diversified borrowers (35 countries) consist of those
net debtor developing countries that are neither market
nor official bormowers:

Bahraia Gabon Paraguay
Henim Guaiemuala Peru
Camercos (uyana Bomania
Chims India 550 Tomé and Prncipe
Calcsmebsin Indomesia Seyvchelles
Congo Irng Solomon Islands
Cosia Rica Isrmel Syrian Arab Repablsc
Cite d Ivoire Jaordan Thesiland
Cyprus Lebamon Tunisia
Dominican Rep. Micaragua Tarkey
Figi Migeria ¥ uposlavia
Panama Limbabwe

b. By experience with debt servicing

Countries with recent debi-servicing difficulies (72
countries) are defined as those countries that incurred
external payments arrears or entered official or com-
mercial bank debt rescheduling agreements during
1986=8E. Information on these developments is taken
from relevant issues of the Fund's Annwal Repori on
Exchange Arrangements and Exchange Restrictions,

All other net debtor countries are classified as not
having expenienced recent debt-servicing problems,

1. Miscellaneous Groups

Sub-Saharan Africa comprises all African countries
ias defined in International Financial Stafistics) except
Algeria, Morocco, Migena, South Afnica, and Tunisia.

The group of 12 major oil exporters comprises:

Algeria Kuwail atar
Indomesia Libyan Arab Saul Arahia
Iran, lstamic Rep. Jamahsriya United Arab Emirabes
Irag Niperia Vencracla
Cirrcun
70

The four newly industrializing Asian economies are
Hong Kong, Korea, Singapore, and Taiwan Province
of China.

The net debior fisel exporiers are those eleven fuel
exporters that are not net creditor countries, They
ire;

Alperia Giahon Migena
Camseroon Imdomecsss Trinbdsd and
Conge Irag Tobagn
Ecuador Mexicn Vemerucla

The group of small low-inconme economies (45 coun-
tries) comprises those Fund members, excluding China
and India, whose GDP per person, as estimated by
the World Bank, did not exceed the equivalent of 3425
in 1986. These countnieés are:

Afghanisian Cuminen- Bissau Pakistan
Eangladesh Guyana® Rwanda
[Eenin Haiti Sdo Tomé and
[Ehwtan Kenya Primcipe
Burkins Faso Lso People's Senegal
[Bumandi Dem. Hep. Sierma Leone
Cambodia Lesoibis Somalia
Central African Madagascar 5ri Lanka
Rep. Malawi Sudan
Chad Maldives Tanrania
Comonas Madi Toge
Equstorial Guinea  Mauritanis U'ganda
Ethiopia Mazambigue Wamuatu
Gambsa, The Myanmar Viel Mam
Ghani Nepal Haire
Giinga Miger Fambaa

The group of 13 heavily indebred couniries comprises
those countnes 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 Céte d'Ivoire Peru
Eolivia Ecuadar Philippines
Erazril Mexico L ruguesy
Chille Morocco Wemeueln
Colombia Migeria Yupgoslavia

Except where otherwise specifically indicated, the
Union of Soviet Socialist Republics, nonmember coun-
s o T Damens, i, b Yerh Ranth Wit
excluded from the tables in this report. Also, it has
nol been possible to include in the tables a number of
small couniries or territories for which trade and
payments data are not available,

# Although Guyana's estimated G per person slightly excoeded
the threshold of 5425 n 1986, it dropped conuderably i 19ET:
Guyana has ikerefore been incloded among the low-meome Soun-
tries.
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197 1= B2
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197 1= Ed
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1971=50 oh]
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STATISTICAL AFFENDIX

T2
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Ouwiput: Summary

Table Al. World Output, 1971-90"
{Annual changes, bn percent)

Average
1971-80F 1981 I5E2 1583 1984 1985 [ 1987 198% 1980 1540
Werld is .3 0.4 ié 4.1 k] N | L 4.0 EN | .9
Ifdaatrial sousiFe i3 1.5 =03 .7 4.9 3a L 5 44 s 1.9
Unbied Simies 2R 1.9 =25 L& 6.8 j4 2.7 3.7 4.4 1.9 i1
lapan 4.8 Ll LH | iz -8 | 449 3.3 4.4 57 49 4.7
Germany, Fed. Rep. of riy) - =1.0 .9 13 1.9 ri 1.7 16 4.0 30
ke imduserial countries. 13 .7 0.8 1.5 LN LN | 1A 3z iy EN | 6
Develaping countries LN 3 1.8 1o 1y 4.0 ig 4.1 s 4.2 L 4.0
By reghon
Africa 1R 1.8 1.& =[.0 s 4.0 1.3 1.0 rdr- 18 8
Asin 5.1 59 54 B0 B3 6.9 6,7 1.8 9.2 6.1 Bl
Eugope 5.1 =il 1.4 12 a9 2.1 4.3 2.7 1.2 1.9 0
Afliddie Fasi 7.2 =] .3 1.3 1.7 =G =2 0.6 -1.3 3.5 33 30
Western Hemisphere 59 =02 =012 =2 8 34 L] 4.0 EX ] 0.7 — ri |
By analyiscal criteria
Fuel exporiers [ X 1.1 0.7 -5 . 1.6 0.4 0,2 2.5 26 33
Mos-fuel eaporiers 51 212 26 16 59 0 19 53 49 33 4.2
Market bomowers (A1 1.5 0.z 0.5 4.0 X0 4.2 18 1.5 1. 33
HTicial boarowers L =04 iI.B L] LE ] IR 4.4 | 4.5 18 iR
Countnes with recent debd-
servicing difficulties 52 -1.0 0.z | 25 32 15 2.4 20 1.1 2.7
Counbries without delbi-
wpvicing difficulties 52 55 50 1.1 1.6 6.7 .0 (%] 1.6 13 7
(Mther countrics” 20 1.2 1.% LR 1 1.5 i 0 11 1.7 1.8

" Real GIM {ar GRP) for industrial and developing countries and real net material prosduct (MMP) for otker countries, Composites for the coustry
grougs are sverages of percentage changes. for individual countries weighied by the average U.S. dollar value of their respective GOPs (GXNPs or SNMPs
where spplicable) over the preceding three years. Because of the wncertainty surrounding the valuation of the composite MMP of s other

countries, they have been ssiigned-—somewhat arbitrarily—a weight of 15 percent in the caloulstion of the growth of world outpul.

! Compound ansual rates of change. Excluding China.
’mu.&.i.ﬂ.:ﬂm:n{m&mﬁlﬁlmmmnn{dﬁ Fand.
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Ouwipui: Indusirial Countries

Table A2. Industrial Countries: Real GNP and Total Domestic Demand, 1971-90"

{Annuall changes, in poroeni)
Average Fourit (hearter’
1971-80° D981 I9E2 1983 1984 1985 19E6 I9ET I9EE 1989 (990 1988 1959 1950
Heal GNP
Canada® 4.6 A -3 A2 63 4B M1 45 S50 26 20 40 20 23
United States 28 1.9 -2% 36 68 34 27 AT 44 29 11 i4 25 23
Japan 4.4 A7 31 A2 51 49 15 45 57 49 47 4B 52 45
Francc" 16 2 25 07 14 LB X3 19 A5 24 30 30 A6 33
CGormany. Fed. Rep. of 2.7 — =10 12 33 19 L3 LY A6 40 X0 30 36 40
[aly* iR 0% 03 10 30 26 26 30 39 22 29 34 A1 29
Linited Hlngﬂnlm" (B -3 I8 34 I3 33 MY 43 43 A0 2T AT AT R
Cither andusinal cosnifes EN | 03 03 14 34 32 2} 29 A A 23 33y % 23
Al indwesirial coustris k) L5 83 27 4% 24 M6 A5 44 A5 29 M X} 29
Of which,
Seven major coaniries above 32 1.7 04 2% 51 34 MY A6 45 A5 30 37 34 30
Esfapean comniss EX ) 0l 08 1.2 26 23 23 27 6 23 23 33 ) 29
Ewropean Cosnmunity Ly | 0l o8 1.7 3 X4 26 LY AT 24 29 33 34 3
Rral iotal domesic domand
Canada 4% 47 66 401 33 33 43 4% 53 54 1 4.7 40 10
Usited States 2.3 21 -1% 51 B7 M A3} A2 A3 13 24 24 10 17
Fagun 42 21 28 1.8 MR 40 40 52 N7 52 4456 60 50 47
France: L 00 33 07 04 24 40 M0 XS 35 3D 42 34 2B
Germany. Fed. Rep. of 2.7 =37 =10 L} X0 08 A3 2% A7 L7 31 30 15 14
leady 29 =1.2 03 04 3% LY 19 46 43 A7 34 AT 14 24
United Kinpgdom 1.7 =13 312 4% 246 LY 42 52 &2 & L1 NI 13 12
Oeher mnduitnial ooenmres 29 -2 06 02 L7 34 A5 A} AR 36 23 39 33 13
All industrial countries =3 G -0 2B S A4 A6 AT 45 34 1% JE XD OB
Of whnch.
Sarven major countrics above 249 ¢ =03 3% 57 34 36 I8 46 34 30 3B 30 32
Europcan cownlrics e -84 02 L X1 34 3% AT 43 33 17 41 1B 1B
European Commanity 28 -1 0% L2 19 22 A8 2R 43 35 B 43 29 2%

' Composites lof e country groups are averages of porcentage chaspes For individual coustrics weighied by the average ULS. dollar valae of thear
m?:uaiwﬁﬂﬂ over the precedang liee years.
Compound asmual rates of change
¥ From fousth quaricr of precedsng year,
L ODF @ markel pesces,
 awerape of expendisure, income, and cutpet estimates of GO a8 marker prices

74
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Crutpaur: Industreal Countries

Table A3. Industrial Countries: Components of Real GNP, 1971-90"

{Anemal changes. in peroont)

Average
1971-80° 1981 1983 (L E L 4 ivR6 1087 19RE 1989 190
Comunser ¢upenditure
Canada 4.9 3 =2 L 4.6 5.2 4.2 4.9 4.3 ET 1.9
Uaited States LEi] 1.2 1.3 4.7 4 8 4.7 g b 14 4 e
Jagan 49 1.3 4.1 32 2.7 2.7 L | 4.2 50 1.3 4.4
France 41 | 15 0.9 0.l 2.4 17 27 28 16 5
Germusy, Fed. Rep. of 33 =0.5 -].3 1.7 1.5 1.4 14 15 2.7 1.7 X0
leally 413 1.4 1.3 0.6 z1 LB LW 19 LY 32 LR
Umited Kingdom 1.2 — ny 4.5 1.5 7 57 51 6.4 7 1.9
(eher industrial countries il 0z (1] 0.5 1.3 i il 37 1.5 £ | Id
All industrial coundries A e 1.4 LX) Al L7 a7 23 a7 1B 1R
OF wmhich,
Seven major counirics above 3.5 M | 1.5 34 34 i iR 14 1E i 19
European cousntrics 34 03 (LR 1.4 14 2.6 39 135 34 17 LA
Eurcpean Commanity 35 0z L] 1.4 14 2.5 19 EX 35 18 2.7
Fublic consumption
Canada 14 23 24 14 1.2 33 1.7 07 LN | 2.3 Lo
Usited Saics 0% L3 1.9 1.1 44 19 42 2.6 Q, EN L5
Japan 47 4 8 1% a 28 1.7 6.2 0.7 32 1.5 1.9
Frases LI i | 7 o 1.2 22 1.7 o 32 L2 i
Germuany, Fed. Rep. of 35 1.E L& 0.2 2.4 r | 2.6 1.5 22 (i N 3
leally 32 7 29 9 25 15 L 16 L] 2 i
Umited Kingdom .4 0l (1B o 0.8 ol 2.0 Il 05 2 =2
Cher endustrial cousdries 4.1 X4 1.5 L& i.g2 12 2R r &) 2.1 el | 1.6
Al Indiiirial conntries 15 b L .7 1.8 L 47 AT .9 1.5 b | 1.8
OF which,
Seven magor countres above 12 3 1.8 1.& iz 4% LR 1.8 1.4 21 1.&
[Ewropean countricy 34 P | (] 1.E 1.t 1.2 1.4 14 10 1.3 1.5
Earopean Communily 34 P 1.5 1.6 1.t .1 2.4 14 P | 1.2 1.4
Gross fooed imvestmenl
Canla i, [ P B R -0.7 F A | .5 A7 1.7 1.2 1.5 4.0
Unsted Sames 33 1.0 BT 12 6.8 - e 1.0 b6 38 i ER
Japan 7 Xl [} -0.3% 4.4 N iz .3 154 LR N |
Fraese 5 =15 =] 4 =16 =23 2.9 X3 L T4 7.5 is
Germany, Fed. Rep. of 1.4 - & =513 L2 (1R [N L 2.2 &0 FL] 42
lialy 1.1 =2 3 =5.7 =¥ 0 4.5 1.4 1.6 [ 3 49 4.9 4.2
Unsied Kispdom 04 =3 5.4 L B L] i.? b 10,6 % 3}
Ohbser imsdustrial coundries 1.5 =2 & =].7 =1.0 33 4.5 57 4.8 T.1 (11 .
Al indusirial countries iR =l L] L B A6 1.9 L | 79 X 4.0
0 which,
Seven major coundrics above 3o -0.2 =5.2 kR Gh 4.6 1.5 5.1 ED 5.5 4.3
Eurgpean countries 1.5 A =% 0.6 24 2.4 4.1 52 7.0 65 4.1
Eurvpean Commisnity 1.4 -5.6 -1.7 0.3 Ll 2.4 a7 53 1.3 T 44
75
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Otpat; Industrial Cowntrecs

Table A3 (concluded). Indusirial Countries: Components of Real GNP, 1971-50"
{Ansusl chenges, in peroent)

Average
197 -5 1981 15E2 1981 1984 1984 [T 1957 s 198% [fi]
Finsl domsstlc demand
Camady 49 45 =37 2.1 14 57 4.0 5.6 6.3 4.4 13
Undied Simies 26 1.2 =4 4.5 . 54 3.5 2.7 k F . 1.4
I"P""" 4.5 2.2 2K 21 14 16 4.2 i 7.4 53 4.5
Erare 16 1.3 2.4 0. 04 25 i 2.9 16 s N |
Germany, Fed. Rep. of 2% =l =il .7 I.6 .2 3l 2.8 33 B N |
haly L3 0.8 =2 0.2 27 2B 3.2 45 19 i kN |
Undted Kimpdomn 1.5 =].5 1.6 4.0 2.7 29 §.2 51 6.0 16 1.6
Onbeer imdustrisl countries 2.9 0.1 0.4 0.7 I.8 32 33 50 i3 i 24
All industrisl coEnCries Lo (K] 03 16 4.0 4.1 £ o 4.3 ER 9
OF which,
Seven major countries. shove 30 1.0 0.3 30 44 432 16 57 4.3 i3 i0
European countries 2.9 =14 0.3 i.3 1.6 24 36 56 39 3 2.7
Europesn Commusity 30 T 0% 1.2 1.5 r L 1.7 4.0 4 9
Seockhuilding”
Canads — 02 =19 1.9 1.8 D4 02 06 04 08 02
Ulnited States — 1.0 =I5 06 21 =13 -] 0.5 o0 03 ALl
jw =2 =01 =0.1 -3 0.4 4 =i 1 0.4 o2 i, il |
France -— =14 1.0 =G — =) | 09 .l — [N =
Ceermany, Fed, Rep. of =] =16 0.1 [1X. L1 =i} 4 LI i | 0.4 =] —
lesly =4 =2.0 0z .4 1.3 — =3 02z 0% 0.5 0.3
United Kingdom ={.2 ol 0.6 [1E:] ={_| = 1 — —_ [} i1 =), 5
Oher indwsinal countres — -1.4 0.3 =5 09 L1 — 0z 04 0.l _—
All imdwstrial coumlries — =03 .5 0l 1.2 L] —_ 118 0.l — -
Of which,
Seven major counbries. above 0.1 =01 - 3 1.3 =8 = 0z [ 1 — —
Ewropean counkries =01 =0.4 0.3 =02 0.5 =] 0.2 0.z 03 —
Ewropean Community 0.1 -1.3 0.5 BN 4 =1 0.3 ol 0.3 —
Forelgn balances”
Canada =0.3 -0.9 14 =13 0.9 =04 =0.7 ={1.5 -] =25 =
Umited States 0.3 0.2 0.7 -1.3 -2.0 , 0.7 04 1.1 0% ={.3
Japan 0.3 1.3 w3 1.5 1.3 1.1 =1.4 =& =1.9 =0.3 ol
France — 1.3 % 1.4 1.0 .5 -1.B =l.1 1.2 =03 0.1
Cermany . Fod. Rep. aof —_ 7 1.4 .3 1.3 1.2 =1.0 =|.1 - 1.4 =
ltaly — 24 -0 0.9 -1.0 0.2 0.3 -8 1.6 -0.7 A6
Umited Kingdom 0.z 0o —| .1 =10 .5 1.0 -0.7 =t =19 =014 1.6
Oeher mdustrial cowntries 0.1 ) — 1.4 0.5 —_ =02 =5 =& =0.T =
Al imdusdrial coundrics 0.1 1.0 -0,1 =1 .4 —_ . % =3 =3 =1 =41
Of which,
Seven major cowntries above 9.2 LIE-3 .2 0.3 L -— ~0.9 =3 =.2 — =01
European coenlres ol | .2 0.5 0% oz -1.1 =1.0r =0.8 =01 -
Europcan Commeanity i) 3 | =3 0.5 0.5 0.3 =11 =1.4r =0.8 =0.1 ol

! Compossics fof country groaps afe averages of percentage chamges in real ermns for individaal coustrics weighled by the average U5, dollar
value of their respective GNPy over the preceding thace years,

¥ Compousd snnual rates of change.

¥ Changes expressed as a percentage of GNP in the preceding period.

6
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Output: Industrial Countries

Table A4, Industrial Countries: Employment, Unemployment, and Real Per Capita GNP, 1971=%90

{lm percent)
Average
157 | =R0' 19&1 12 1981 1984 1985 | Gty 18T 1988 | &G | )
Growth in ensployment®
Canada i | 2.7 =3.3 0.5 24 2.6 2.8 4.9 3. 1.8 .7
United Seates 24 1.1 0% 1.3 4 1.0 13 16 23 1.2 1.4
j.w 0.8 0.8 1.0 1.7 [ 0.7 0.8 1.0 1.7 1.5 0%
France 0,7 =0.& 0.2 =54 =9 i 0.2 .1 1.4 0.9 [1 i)
Germany, Fed, Rep. of 0.3 =0.6 =1.9 =].7 0.2 0.8 1.2 1.0 0.8 1.2 (1} ]
Iealy 0.9 0.3 =, 2 3 0.4 05 0, -1 1.5 .1 [1X
United Kingdom 0.2 34 <19 02 11 1.4 0.7 27 12 3.1 -02
Onher indasirial countrees 0.6 =05 =06 ={}_§ 0.1 1.2 1.9 1.3 ].4 1.3 ].2
All industrial coumtries 1.4 0.k =f). ¥ s 0 i4 i.7 1.8 (K] 1.6 Lo
Of which,
Seven mapor countries shove 1.6 0.4 =07 07 2.3 1.4 1.6 1.5 1.9 1.6 (K1)
Esropean countries 0.5 -1 =l 06 0.3 0.6 0.9 1.0 1.4 1.0 06
Ewmopesn Community 0.4 =].2 =], 1 =i} 7 0.2 0.6 0.9 (1] 1.5 1.1 0.7
1l prmploy ment rates”
Cunsds 6.9 1.5 110 11.8 11.2 10.5 Q.5 5.8 7.5 1.8 B
United Stales 6.4 T.6 97 9.6 7.5 7.2 7.0 .2 %5 41 55
Japan 1.8 2.2 2.4 2.7 2.7 2.6 25 18 2.5 3 2.3
France 4.5 T.4 B.1 5.3 9.7 10,2 10,4 ([1x 10,3 10,0 a9
Germuay, Fed. Rep. of 27 L 6.7 .l .l E.X 7.9 7% 7.7 T .0
lealy 6.7 T.9 B6 a9 10,0 Io.x 1.1 120 120 120 2.1
Umited Kingdom 15 E.l 96 0.5 10.7 o9 10.1 [ g1 6.7 7.4
Oeher industrial coantrics 18 a.0 9.1 10,7 1.0 1o 6.5 0.3 9.9 9.5 4.3
Al imdustrial coumtries 4.5 6.5 B0 L H.n LA 1.9 T.5 7.0 .6 6.7
Of which,
Seven major comnlnes abave 4.6 &3 7.7 &l T4 1.3 7.3 T4¥ 6.4 [ X1] 6.2
European coanlricd 4.1 1.5 B.7 9.8 oz 1.4 0.4 .2 9.7 9.2 93
European Commmnity 4.4 LR 0.4 16 1.1 1.3 1.3 11.1 0.5 O 100
Growth in real per capita GNP
Caraada 34 r -4 P | 33 £ Fy | 4.3 18 1.8 1.3
Unsied States .7 (IR -3.5 24 5% 14 1.7 2.7 34 1.9 1.1
lapan i Fi ) 24 1.5 4.4 4.3 1.8 19 5.1 4.3 4.1
Frasse 0 6 2.0 0.2 1.0 I.4 1% 1.5 EN | 3 2.6
Germany, Fed. Rep, of 26 -2 0% 3 | k) 3] rl 1.5 16 k| 1.6
haly 13 [} [N 0% 2.7 14 14 2.7 k] im 1.7
United Kingdom 1.8 gl | | 1.8 16 20 13 io 4.7 19 LT 14
ibser imdustrial cousirics i | SN -1 1.z EXi] +E .7 r i 7 L5 1.8
Al industrial coundries 2.4 07 0.9 N | 4.3 3.7 nw B AT 1.5 =l
O webich.
Seven majod cousirics above 24 (LR =1.1 r 3 | 4.5 r iy ) 1.9 2.9 kR ] 1K 1.3
European cosnirics b -3 0.3 1.6 14 14 rd. i 33 19 1.4
European Commanity rd ] =3 (X1 1.6 23 . ] r | 24 k| KN | 1.5

‘Cmﬂmlmdﬂmi:hnnﬂwmrmdnﬂmuﬁw and arithmetic averages for unemployment rates.
for the coumiry groups are aversges of percentage changes for individual countries weighted by the average LS. dollar

value of their respective GMNPs over the preceding three years,

¥ Comsposiies for the cousdry growps are sversges of national uncmployment rales weighted by labor foece in the respective coustrics

©lInternational Monetary Fund. Not for Redistribution
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Oupur: Developing Countries

Table AS. Developing Countries: Real GDP, 1971-90"

{Anmual chamges, in percend)

Average
1971-80°  19&1 1982 19E3 1954 1985 [t 1987 I9ER 154 1550
Developing countries 5.5 1.8 1.0 L3} 4.0 L9 4.1 A& 4.2 L | A
By region
Alrica ER | 1.8 1.6 =1.4¥ 0.3 4.0 23 1.0 2.1 15 18
Aia 53 59 54 B £3 6.9 6.7 T9 9.2 6.1 .l
Emrope 53 -0.1 1.4 L N 49 1.1 4.3 LT 1.2 1.9 i
Middie East 1.1 -1.3 1.3 1.7 =09 -0.2 0.6 =1.5 1.5 33 o
Western Hemisphere 59 -0.2 -1.2 -1.8 34 15 4.0 i 0.7 - 25
By predeminant export
Fuel G.h 1.1 0nr 5 0.1 1.6 0.4 =0.2 1.5 16 33
MNom-fuel exports 50 2.2 16 i 59 50 59 53 49 33 4.2
Manufactures bl F s 5.1 1.5 7. 6.9 G4 3.6 3T 4.6
Primary products k B — -5 0.3 2.7 0.3 4.7 14 3 1.0 29
Agricultural products 34 -1.1 -1.3 1.7 24 =01 4.5 19 1.6 1.9 3z
Mincrals X ia 5.3 -3 3% .1 58 55 0.3 =3.1 1.6
Sorvices and private
transfers &3 4.2 4.2 2.7 a7 33 4.8 19 il B 18
Daversified export base 4.8 4.3 rd. LK .1 =0.1 1.5 L7 L 4.% 18
By fmancial criteria
Mol crediilor countrics T8 I.7 4 1.9 -0.5 -1.0 1.2 =1.2 1.8 4.3 16
MNel debliar comntries 5.2 1% 2.3 2.1 4.8 4.7 4.7 4.4 4.5 10 4.1
Market borrowers 6.0 1.5 0.2 .5 4.0 30 ¥ 1B 1.5 1.8 35
Diversified bomowers 4.9 1R 4.2 4.4 57 6.6 52 5.5 .4 LR 4.7
(Mficial bormrowers ig ={.4 1.8 0 3z i d.d Fiy 4.5 15 18
Countries with recend debi-
servicing difficuliies 52 =1.0 0.2 =1 25 32 15 24 2.0 1.1 2.7
Countries. withowt debs.
servicieg difficulties 5.2 3.5 5.0 7.1 T.6 6.7 6.0 6% T4 b | 57
Miscellaneous groups
Swb-Saharan Africa 9 19 2.1 =11 0.7 1.5 19 1.7 2.1 21 28
Twelve magor ail exporiers 6.8 -0.& e 04 -0.9 LX L5 =5 1.1 11 14
Net debior fuel exponiers .0 1.1 1.2 =11 1.6 4.0 1.0 1% a0 1.9 7
Four mewly imdustrializing
Adian economics iR .0 4.6 9.5 9.6 4.5 1.3 12.2 9.8 6.5 6.7
Small kow-imcvme economics iz im 0 1.9 1.6 is 4.1 16 .7 i.5 .2
Fiftoen heavily indebécd
cousitrics 58 0.3 -4 =1.17 1.0 3T 4.0 16 1.1 0.4 2.5
Memorandam
Developing comnis
Median growth rate 4.8 LN 1% 1.6 34 3.z T 1.6 18 T ig

! Except where otherwise indicated, arithencth: averapes of cowntry growth rales weighted by the average U5, dollar value of GIFs over

the preceding three years.

¥ Compound annual rates of change. Excluding China

T8
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Chgput: Developing Countries

Table A6. Developing Countries: Real Per Capita GDP, 1971-%0
{Annasl changes. in percent)

Average
197 | -80" |5 | | 9E2 1983 1984 |GES | s 14987 PR L IR | 1R
Developing counirics LN =il B =09 =l 3 1.1 1.8 1.9 1.& 2.1 1.2 N |
By region
Adrica (iE] -1.5 2E 45 1.2 12 04 =15 -03 — e
Axin i6 ig 11 6l (K] 5.2 50 6.3 7.4 46 4.6
Europe 4.1 =110 0.4 2.2 4.1 1.4 11 1.7 02 (1] 3 |
Middle East 27 53 =28 =l6  -d =18 SR 46 (N 03 03
Western Hemisphere il =2.2 =35 - 9 1.1 1.3 1.5 0.8 =).4 =114 0.5
By predominani export
Fuet 2.8 -22 =28 =34 =27 -l4 28 <32 05 03 08
Mon-fuel exports il 02 N | 1.1 a3 3.2 .1 15 LN | 1.7 26
Manisfachares 19 0.7 21 13 6.0 5.5 5.4 4.7 4.0 e 32
Pramary pmﬁ.m [1X] =28 .0 =33 19 =1.4 24 1.} 02 =1.0 R
Agricultursl prodiscts 0.7 LR 5.4 =2 5 il =1.7 23 0.9 (I} =02 1.1
Mincrals 0.4 1.7 -6 -69 13 02 13 34 =21 -4 03
Services and private
trasfers 4.3 1.7 1.5 il 1.4p 0.8 2.1 1.4 03 07 l.2
Mhversiflied export base 2.0 1.7 - =|.3 =i}_4 =24 =1.10 0.9 20 1.7 1.2

By finamcial criteria

Mt creditor counbries il =22 =3B ik | =34 =d. | =24 =1E {).2 1.5 0.8
Mei debsior coundries 0 ] -0.13 -3 LN 18 N ] 24 25 1.2 2.3
Market bormowers 14 =05 =2.1 =2.7 1.9 1.0 | 1.8 (1] =0.1 1.4
Diversified bomrowers 30 0.7 N | 24 4.0 4.9 13 15 a4 ] 32
(HTicial bommowers 1.0 =31 -1.B =1.7 LK 1.2 22 06 2.4 L& 1.4
Cosuniries with recent deba-
servicing difficulties 16 =33 =1.6 -4 1.3 .1 1.4 (1] =1 | =00 0.6
Cosanimes without delbi-
servicing difficultics 16 16 1.8 51 58 4.8 iz L | 5% 37 4.1
Miscellame vas growps
Bub-Saharan Afnca - -1.7 .6 =51 14 1.1 1.1 = § -8 =0.T -
Twelve major oil expartors 1.7 4.3 =19 ] =312 =18 =1.8 =36 .3 =06 =3
Met debior fuel exporters 1.9 -1.8 -1.6 4% =14 1.3 -1.7 -7 0.5 =016 4
Four newly industrislizing
Aslan eoOnomees 6.7 5.2 1.9 B 8.2 3.2 ({LHE} 109 B4 53 55
Smuadl lowancome economees 0.9 -1.5 =-3.7 =37 1.7 1.3 L5 1.0 1.& 1.8 1.4
Fifteen heavily imdebied
CORINEEes LN =23 =2.6 -4.B =01 1.6 1.B 4 =1.0 =|.6 0%
' Compound amnual rates of change. Excluding China.
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Dutput: Developing Countrics

Table A7. Developing Countries: Gross Capital Formation, 19581-589"

iln perceni of GDE)
1981 19&2 1983 1984 1983 1766 15E7 1988 1589
Developing couniries .5 3 LK nL 4 H.i 30 3.3 pad )
By reghen
Africs 26.4 238 0.6 1.2 181 18.9 17.9 1%.0 17.6
Asla 2B.5 7.3 1.5 7.1 9.0 8.4 .2 4.4 8.0
Europe 8.1 b 1.6 2B 274 285 N4 o i | IR0
Middle Esst 1.0 26.3 %4 291 M0 21.9 159 19,2 17.%
Western Hemisphere 233 20.2 I7.4 16t 174 17.% 19.8 a1 e 9.8
By predominasi expori
Fuel b B I5.3 4.6 24.0 23 21.1 9.9 19,8 185
Mon-fuel exports .4 52 33 3.z 23159 - W M3 4.6 4.4
Mansiachares 17.3 26.5 5.0 5.1 6.9 na 7.3 1.5 .9
Primary products i L 18.3 6.5 15.9 15.1 15.2 6.2 15.% 1463
Agnicultural products 19.4 179 17.3 15.% 150 14.8 159 156 [
Minerals s 19.5 15.6 15.% 15.5 17.1 7.7 165G 163
Services and private
ransiers 154 a4 21.0 .3 1%.3 158 159 17.8 175
Diversified export hase B T 4.8 234 9.9 189 15,5 1%.7 e
By financial criteria
Mei creditor counires I3 6.1 8.4 It I38 I3 15.0 0.3 9.1
Mei debsor countries .4 Z5.1 3.0 2.3 23.3 L .7 237 i B
Markei borrowen .7 M6 21.3 2.6 201 0.3 2.8 20.5 nt
Diversified borrowers ne .2 23.1 24.5 Il N4 5.4 25.6 M8
Diifecial bosrowers 0.3 e 3 4 i%.4 0.1 206 2.8 0.9 2.2 21.1
Counlries with recent debt-
servicing dilfscaltes 3.2 3.3 1%.4 18.2 18.4 18.9 I%.7 0 .y
Countries without debt-
servicing diffacalties n.1 1.0 7.3 In.a 2.0 .7 4.3 80 1.5
Miscellangous groups
Sub-Sabaran Africa 0.9 19,7 17.0 17.2 17.9 1%.9 18.3 17.9 17.5%
Twelve major ol exposiens X6 256 23.3 2.1 2.3 21.7 200 19.5 176
Met debtor fael exponers ik 245 211 9.1 0.4 .l 2.6 .0 LN
Four newly indusiralizing
ASIAR EEONOETICS 4 A 288 8.7 M3 5.3 269 o | 8.9
Senall bow- ECOMmE Soonamies 1.6 I7.2 15.1 15,7 159 6.3 17.1 17.0 17.4
Fifleen heavily indebicd
coinlries 4.7 k4 .9 i6.2 6.5 7.6 1o 19.2 188
Memarandumm
Medisn estimates
[heveboping countries 5y 49 o 4 1.8 .3 3 .l .
By region
Africa 3 214 180 158 9.4 0.4 ine 15,4 18,2
Axia i 55 | M7 MO riy ) 255 4.2 4.5
Earape .7 3.5 B4 59 251 6.5 2535 M 4.7
Middle Enst 4 6.9 247 M4 22 21.3 141 154 155
Western Hemisphere N6 X6 MR 19.0 15.1 18.3 7 19,4 1%.2
' Except where otherwise indicated, arithmetic averages of country ration weighted by the avermge U.S. dollar value of GDPs over ithe
preceding thees years,
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Inilatbon: Summary

Table AR. Infation, 1971-%0

{lm percent)
Average
1971-80" 1981 1982 1983 194 1985 1985 1987 I9ER 1589 1950
GNP deflators
Industrial cowntries’ B4 B.T T8 =l 4.5 36 34 LN d.l .1 A7
Unifed States T4 9.6 6.5 in 18 30 1.6 11 11 4.5 4.6
lapan T4 3.z 1.9 08 1.2 1.5 1.8 ={1.2 0.4 1.8 1]
Germany, Fed. Rep. of 53 4.0 4.4 i3 1.0 1.1 11 1.0 1.5 25 1.5
Oiher industrial countries® 0.6 .2 1.2 8.7 1.2 57 53 4.6 49 54 d.d
Consumer prices
Industrial countries’ Bt 1.1 1.5 0 4.9 4.1 I ER 3N [ 8.3 e
Unifed States 78 10.4 6.1 31 44 i35 240 16 4.1 5.1 4.9
lapan 9.0 0 2.7 1.9 23 1 0.6 il ) 1.1 L6
Germany, Fed. Rep. of A1 6.3 5.3 33 24 F -0.3 0.2 1.2 g T
Oither industrial countries® 106 1.6 1.0 B3 1.1 6.1 4.5 43 4.2 5.5 4.5
Developing countries" A 5.8 5.4 a7 M5 A6 A4 dlb T0.8 E5.5 M3
By region®
Africa 141 % 131 1749 .8 13.2 14.5 15.0 9.7 16.8 13.7
Asia 10.5 0.4 B8 6.5 6.6 T8 2.1 9.8 4.6 13.0 G4
Europe 13.2 3.8 361 .0 .2 .2 268 355 625 9.2 43.3
Middle East 13.5 15.1 129 12.0 144 17.0 18.1 19.4 7.8 139 14.0
Western Hemisphore 9.8 60,7 GH8  IORE 1334 1453 7.8 1309 2864 4046 1084
By analytical criteria®
Fuoel exporters 13.4 15,8 1.6 246 0.1 I8 4.6 12 KL N 176 12.6
Mon-fuel exporiers 4.0 0.5 2.9 176 45,4 516 36 454 BEG6  119.0 45.4
Market barmowerns EX N | 468 44.1 T4.4 o9 93.1 [L1R] .1 1749 XM 65.0
Official bomowens 1.9 2.6 345 ol 24 221 e 1.7 LR IR.R .2
Countries with recent deltd-
swrvicing difficulties 2.5 4.7 .4 64,0 804 B33 (LR B58  I6d4 2154 TLG
Countrics without debi-
wrvicing difficulties 14.0 13.3 b 10.0 (] 127 LE 9.5 13.7 148 1.0
Memorandum
Developing countrics
Median inflation rae 1o& 13.0 104 9.4 10,2 g2 L T8 .0 B0 1.1

' Compound annaal rates of chasge. Excluding Chisa.
? Averages of percentage changes for isdividusl countries weighted by ihe aversge U5 dollr walue of their respective

GMPs over the peeceding thies years.

¥ Percemtape changes of geometric averages of indices of consamer prices for individes! countrics weighted by the average 1.5, dollar vabue
al their respective GIDPs over the preceding iheee years,
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Inflation: Industrial Coundries

Table A9, Industrial Countries: GNP Deflators and Consumer Prices, 1971-90"
{Amsvusl chaspes, in percest)

Average Fesarth Quaner”
I1971-80° 1981 1982 1983 [9B4 1985 1986 (947 1985 1980 1990 [VER (989 1990
GNP deflators
Cansds® 83 08 &7 S0 31 26 24 43 41 52 44 43 51 48
United Saaics 1.4 96 65 38 A 30 26 31 33 43 46 40 46 45
Japan T4 3 1y 08 .2 13 1.8 02 OG04 j8 13 0F i3 10
[— 9.4 05 19 1 88 44 50 2% 31 32 28 32 32 13
Germany, Fed, Rep. of 53 40 44 X} 20 22 A1 230 03 X3 25 1% 14 25
haly* 149 166 190 149 114 8% 75 &1 60 66 51 635 635 451
Unised Kingdony®* 139 15 76 501 47 37 34 4% &7 75 57 T 72 82
Other indusirial countries .3 97 102 81 7.2 61 62 48 49 52 44 30 51 42
AR industrial cousitrics L A7 T8 &3 485 3& 34 M@ A: 40 AT e 42 AS
O which,
Seven mapor counires above g2 g5 Y0 47 440 33 0 X7 X9 3% MG 34 40 A4
Eutopean countrcs 9.8 96 99 17 65 52 S50 38 40 47 19 44 46 17
Emropean Communaly i, G6 Ml 79 &6 33 301 O XE 40 446 30 43 446 36
Comvumer prices
Canada 5.0 125 108 S8 43 40 42 44 40 52 49 41 60 4.1
Unised Stakes 7% 04 60 32 44 33 20 36 41 1 49 43 53 49
Japan 9.0 S0 27 1% 231 21 06 Q01 07 22 16 10 24 12
France 9.6 134 108 96 74 358 25 33 27 35 M0 30 35 27
Germany. Fed. Rep. of 5.1 63 53 33 24 22 .02 02 12 MO 27 16 32 3%
Iealy 14.0 195 165 131 108 91 359 47 50 66 51 32 66 4.7
United Kingdom 137 1.9 86 46 50 60 35 41 49 79 355 635 17 A1f
Other industrial coantrcs 9.5 04 98 8.2 74 59 54 47 44 S50 46 45 S0 44
All industrial countries B.6 W1 75 S0 49 41 24 28 33 45 A9 M6 46 A7
Of which,
Seven major coantrics above B3 00 70 44 45 3% 20 18 31 44 3E 34 45 1S
European countiss 9.3 I3 97 13 63 335 32 31 34 49 40 38 49 16
Ewrcpean Communaty 9.7 1.5 100 74 64 55 32 30 33 49 319 1B 49 15

! Composilcs or the coantry growsps afe averages of percentage changes for [sdividlual countees welghied by the average U5, dollar value of their
mfuenw: GMNPs over the preceding three vears,
Compound annual rates of chasge,
¥ From fourth quares of proceding vear,
Y GNP @ madker prices.
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Inflation; Industrial Countries

}‘;Th:t AlD.  Industrial Couniries: Hourly Earnings, Productivity, and Unit Labor Costs in Manufacturing,
(Aneasl champes. in percent)

Average
1971 =807 15E] 1981 1983 1954 195 1986 1987 1SR 1689 [Etl]
Homrly exrnings
Cansds 1.2 120 1.7 4.3 a9 is i | 24 4.9 4% 43
Umiied Simies BB 9.6 E9 r& 33 4.9 4.5 26 &6 4.1 47
lapan 13.0 54 4.9 1 L L 1.6 1.6 4% 1.4 £
Framce: 150 159 1.5 114 B b 4.4 L LN 4% 4%
Germany, Fed. Rep, of G0 7.3 53 ig L LR LN | L | L 4.6 3
lealy 199 IS5 19.9 195 131 0.2 X1 6.7 51 T.1 [ ]
Uniied Kingdom 16.5 16.5 7.1 [ R 6.5 6.7 T.4 3.7 6.0 9.6 B4
Oher imdustrisl coumiries 13.4 108 0.1 L o 1.5 6.1 6.l 54 6.2 54
Al indusirial couniries 1.5 1.8 9.5 55 20 5.5 4.4 A5 4.8 52X £1
O wiich,
Seven major counlries above 11.1 108 9.4 5.0 4.7 52 4.1 1l 4.5 51 12
European countries 144 13.2 1.1 LR 1.2 7.1 54 54 46 N iE
Eurngean Commanity 148 13.7 1.5 .l 1.2 1.2 52 5.2 a4 L 57
Chstput per man-hour
Canudy 312 29 =& 1.7 159 27 =0.7 16 4.9 (iR 1.2
Undied Simes 14 3 16 51 5.4 4.6 5T Ly L 16 1.7
lapan 549 0.2 =05 1% 59 2.0 =0.7 4.4 1.5 1.0 55
Framce 4.7 1.9 57 ig 1.6 2.1 rL5 332 6.l 51 4.5
Germany, Fed. Rep. of 4.3 2.0 1.4 4.4 15 39 1.0 1.8 a2 Ly 31
lialy 48 7.4 1.0 54 149 33 =08 13 1.4 1.0 1.5
United Kingdom 1.2 5.6 &.7 T4 4.5 2.4 iz 36 50 i 2
(Hher industrial coumtrics 43 0 ER] 5.5 4.4 £ 4 14 A7 .7 1.3
Al indusdrial comniries L6 L& 13 LN | 54 L& 0 13 4 L 1%
O whach,
Sevem major coustrics above 15 1.5 2.1 5.0 55 LN L0 15 a7 ig 19
European coenlrics 4.4 il 1.5 b 4.4 3.2 1.7 kN &l i4 1E
European Commanity 4.5 4.0 a7 5.2 4.3 BN 1.6 3.0 4.0 34 18
U'nii labsar cosds
Camada 7 f.8 136 -1.1 4.5 1.1 3.9 -2 LI | 1.9 0
Unsted Siates 6.3 1.2 L -15 -0 0.3 0.7 =10 0.9 1.5 EN |
Japan 6.7 5.1 55 L.l -1 .2 23 -7 -14% -l.6 04
Framce T8 13.7 121 6.3 6.9 6.3 1.9 =01 -2.9 0.t =02
Germany, Fed. Rep. of 53 5.2 1.8 0.5 -4 0.2 4.0 i3 -{.3 0.8 1.0
Italy 14.3 6.9 164 13.3 4.8 6.7 4.0 13 a7 B0 4.5
Unated Kingdom 11.4 1.1 23 -0.5 1% 4.2 4.0 0.2 0.9 4.7 5.1
Oty indusitrial countrics L] 1.6 6.5 30 1.2 b aT EN ] 1.7 14 EN |
All Industrial countries T.6 &0 7.0 04 a3 1.8 2.3 0.2 - 1.6 2.
Of winch,
Sevem major cownlnes above 14 .0 T — -0y 1.5 FA | 3,3 .2 L3 2.2
European counilises L 2 9.1 T4 12 2.7 LR | 5T 2.2 0.4 1k 2.9
European Cosmnmunity a4 9.2 T4 8 28 LR 56 2.1 0.4 16 2.3

! Compaosiles for the couniry groups are avernpes of percentage chanpes for individuad cousiries weighted by the average LS. dollar value of their
Wﬁﬂﬁmllﬁ peeceding three years.
Compound annual rates of change,
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Inflstion: Developing Countries

Table All. Developing Countries: Consumer Prices—Weighted Averages, 1971-90"
{Annual changes, in percent)

Awcrape
(R BT R T 1982 1583 1584 1983 1986 1987 1] 1989 1990
Mevelaping couniries 0.6 5.8 5.4 kT n.s 406 4 41.6 TR B5.5 .3
By rogian
Africa 14.1 .8 15.1 17.9 & 132 14.% 15.0 19.7 16.8 13.7
Asia 0.5 0.4 8 6.5 f.6 1.8 | a8 14.6 13.0 9.4
Europe 132 nE M. | .o 3.2 7.2 68 355 625 92.2 43.3
Muddle East 13.5 15.1 129 12.0 14.4 17.0 18.1 19.4 17.8 13.9 14.0
Wesiern Hemésphere I9E 0.7 Gh8  J0EE 1334 1453 BT.8 139 1864 A6 J0B4
By predominsnt expart
Fisl 134 15.8 16.6 . 201 168 4.6 E §. i k1R ] 17.6 12.6
Won-fuel exports 4.0 35 9 7.6 486 516 LE N 494 = 11491 454
M amail Bcoares 18.2 B3 i nE 427 a6 5 LN 417 .2 1198 4318
Primary peoducis 3.8 5.8 %9 918 1269 13M9 644 Tl 1345 2840 935
Agricultursl prodacis 50.5 554 4.9 10T 1450 1596 68.0 759 1127 M 9.2
Mimcrals 5.0 5.0 J2.8 60,7 4.3 1303 16 438 1440 3B 1734
Services and private
Erasmfeds 11.2 13 Q9.9 0E 13.5 14.3 1.5 16.5 5.4 14.% 15.%
Dversificd cxport bhase 1.0 13.7 12.2 10.0 16.7 1.7 133 12.9 10.5 133 1.2
By Anascisl criteris
et creditor countrics 12.4 11.1 7.6 36 30 62 12.7 14.3 139 o1 10.2
gt debior coumtries 2.0 B4 e 8.3 46.0 47.7 LR 44,7 820 1005 40,7
Markel bamowers LN #6.8 4.1 T4.4 0.9 931 (L1 o | 1749  224.] 5.0
Chversifed borrowern 14.7 164y 13.0 15.7 8.8 18.% 14.5 17.1 &9 IR6 ME
OHhcial bormowens 11.% 26 s pr 4 3.6 .1 LEN. 3.7 414 288 i ]
Countries with recent debd-
servicing dafficaltics. 6.5 41.7 46,4 650 B4 B33 6.9 BS.E 644 2154 T26
Countres wilhout debil-
servicing dalficultics 14.10 13.3 9.6 1.0 11.5 12.7 8.6 9.5 13.7 14.8 11.0
Miscellameows groups
Sub-Sgharan Afrca 18.5 oA 9.1 5.7 216 19.8 2.0 4.0 2.6 9.0 15.9
Twelve major oal expommen 12.7 133 7 LR LR 8.2 12.5 15.2 18.0 16.2 12.0
Met debaor Poel ERPOITETS 14.0 19.7 30 L i e 5.0 el n.s 4.8 45.3 21.3 13.0
Four newly indssiralizing
Asan eoinomis 12.5 174 &2 L6 r | 1.6 1.8 23 4.6 57 5.1
Emall low-incHme coonomiss 155 30,2 2.0 3.1 21.5 ek | 454 410 405 .1 s
Fifteen heavily imdebicd
ST ELR 1.7 314 G0 118.3 129 TT.4 Il6.6 2486 2 1564 0.7

! Geometse averapes of country Imdices welghted by the average U5, dollar value of GDPs over the preceding thice years.
! Compound ansusl rates of change. Excluding China,
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Inflation: Developing Countries

Table A1Z. Developing Countries Prices—Median Estimates, 1971-50

{Annual changes, in perces)
Avernpe
1%7T1-80 1981 1982 1983 1584 1585 1588 1947 1948 1969 1950
Develapimg couniries 108 130 0.4 .4 1.2 [ .2 1.5 .0 B0 1.2
By region
Africa 0.5 13.4 127 1.0 19 9.7 £3 8.2 .1 9 T.8
Asis i9 2.3 8.5 8.7 6.7 4.8 5.3 4 f.2 7.3 .l
Europe 68 in.5 16.5 1.1 1 4.9 L% 8.2 15.7 6.0 100
Maddle East .1 i8 | 3.2 .4 0 T.0 8.2 5.6 1.5 a4
Wesicrn Hemisphere 130 4.7 G.0 8.8 12.0 i13.0 in.4 4.6 12.0 10,3 .5
By predosimsnt expart
Frl 10,4 13,3 0.5 105 10.5 .4 6.9 G0 7.0 %3 4.5
Maoa-fuel Eapans 1a.7 13.0 1.4 9.3 10,10 g9 T2 7.2 ai 2.4 T4
Mamulscrures a1 13.8 R 9.0 83 i1 58 .2 2.0 a1 8.0
Primary products .5 14.7 2.3 12.4 12.4 131 13.6 12.8 13.3 12.0 [1X1]
Agricultural preducis 1.5 14.1 127 12.0 124 10.% 13.0 121 132 1.0 8
Mimcrals 1.0 19.7 1.6 15.3 199 15.0 187 1959 14.7 13.9 11.8
Services and privase
translers 0.8 1.1 1.4 L 33 0 4.6 40 .1 26 5.0
Diversified capon base 2.7 12.5 12.5 BE 1.4 a.1 53 EN K] 1.9 50
By Mnancisl criteria
Mt creditor coungries o5 B2 fid 2.1 0.5 0.6 23 i3 50 16 i3
et debior coumirics 0.5 13.3 0.8 9.6 1.7 8.9 1.7 8.3 9.4 ) 1.8
Market boamowers 123 14.6 9.9 1.8 i3 0.5 1.7 8.2 58 0.3 100
Diversilicd bomowens 0.5 12.2 11.7 &9 1.0 a4 1.6 11.2 12.0 13.0 100
Official borrowers .7 13.3 1.4 0.7 1.0 a5 8.1 6.7 .0 &0 oh
Comntries with recent debi-
servicing difficulties 1.4 15.1 138 14,1 14.4 15.0 130 6.5 4.8 12.1 10
Cromntries withous debi-
servicing difficulties .2 1.8 R4 6.6 6.7 4.8 i3 5.7 T8 T4 61
Misirllanmous groaps
Cub-Saharan Africs 111 133 12.7 1.5 12.0 (1 7.8 8.2 a2 g8 1.5
Twelve major oil exponiers 9.7 1.6 7.8 6.1 E5 4.9 L 8.2 6.0 .0 1.4
Met debior fuel exporiers 1.2 14.7 13.0 116 13.3 7.7 1.7 114 9.6 14.% [[iKi]
Four newly imdustrializing
AsiaB EoTEDMES a1 150 5.6 2.4 25 1.4 1.8 1.7 4.3 55 80
Srmall low-income ecomamics 0.6 13.5 12.6 1.5 12.0 0.5 1.8 106 10.0 g.0 19
Fifieen heavily indebicd
COMRLTES 186 6.1 9.0 40,9 50.3 30,7 230 28.1 1m3 b | 21.0
&5
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Financial Policies: Summary

Table A13. Summary Financial Indicators, 1981=%0)
{ln percent)

1981 1982 1983 184 1984 1986 1987 L= 198% L1

Major imdustrial countries
Fiscal balances of central gevernments’

SEVEN major counlnes -3.4 —4.b -5.3 -5.0 4.9 —4.4 =34 =19 =55 =2
O whach,
Umibed Srabes -2.4 =4.1 =56 =51 -5.3 -4 & =34 =11 =1 K =216
Japan -39 -39 56 4.7 -39 -3.% =L 7 =1.7 =12 =1.1
Germany, Fed. Rep. of -3.5 -3.4 -1.% -1.b -1.2 -1.2 =14 =1.7 =12 =1.3
Fiscal impulses of cemiral governments”
Sevon major coanires -0.1 0.2 L] 0.3 0.1 ~0.6 -H =1 -0.2 =2
OF which,
iUinived Stanes — 0.4 .7 0.7 0.4 -0.% -2 i1 -0.3 -0.3
Japan 0.5 0% 0.5 =0.6 -0.% -0.8 .t =L -0.3 -
Ceerenany, Fed, Rep. of —_ 0,7 0.3 0.3 -0.3 - 0.4 0.3 0.2
Growth of monetary aggErigates’
Marrow mancy (M1}
Seven majgor countries 6.t 6.5 103 6.9 £4 i3 1.4 (X
Of which,
Unsted Siates 1.5 6.6 1.1 7.0 2.0 136 1.6 4.3
Japan 3.3 58 L6 1.8 40 .5 1.3 B4 .8 7.5
Germany, Fed. Rep, of 1.1 16 102 3.3 4.3 £3 B0 o.H 6.0 49
Birosd money
Seven major countries 10.1 GE 108 50 5G9 T 853 1.6
0 which,
Un#ted States 9.4 9.3 12.5 B0 9.0 E1 b 51 s
Japan B9 9.z 74 1.8 LI E.T 0.4 11.2 10.0 10U
Germany, Fed. Bep. of 6.4 6.5 (X LR 4.9 5B 7.1 64 54 49
Interesd rales
Six-month Eurcdollar raic® I6.T 136 .9 1.3 B.6 6.8 73 B 9.3 G0
[keveloping cowntries
Fiscal balances of central governmenis'
Weighted averages 40 -850 -52 4% 40 58 5B =55 0 4%
Medians 55 64 59 A6 45 49 =52 47 43
Growth of monetary aggregabes’
Weighted averages e ila il 455 4.1 154 0.5 TE.A 935
Miedians 19.0 159 11 6.2 154 Ir.3 15.1 I 1 123

! In percent of GMNPAGDE.

! For definition of fiscal impulses, see Istemational Monetary Fund, Occasional Paper Mo, 44, A Review of the Fiscal Impulse Measure
{Intemational Monetary Fand. 1986), See also footnotes o Table A6,

' For definitions of monetary aggregabes. soe footnotes 3 and 4 1o Table A 14,

* London inserbank offered rate on six-month U5, dollar deposins.

* Broad moncy.
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Fnancial Policses; Indusirial Countries

Table Al4. Major Industrial Countries: Monetary Aggregates, 1981-89"
{Annazl changes, in percent)

Fourth Camter’
5% 1G&2 1981 1984 155 155 1987 159EE 197 1498E 159
Marrow money (M1
Cangdy 4 =01 1ol is 4.2 4.9 13.0 (1] 0% 50
Undied Simes 1.3 6.6 1.1 1.0 9.0 136 1.6 43 6.4 4.1
lapan L 58 16 28 5.0 6.9 1.5 B4 4.8 B.6 £S5
Framce 1.4 I.B LR I 9.0 T.E a6 2b 4.3 30 xo
Germany, Fed. Rep. of 1.1 LN ] 0.2 i3 4.3 ES 5.0 9.8 1.5 1 X0
| 0.9 I8 15.1 12.3 136 0.0 1.7 B0 T4 T EX
Undied Kingdom 10.7 B 170 14.5 15.7 x4 3.4 178 nT 14.4 i
Seven major coumiries above i 6.8 0.2 &9 L n.s 1.4 LX) p s | b aun
Four major European cosnlrnes abave 1.6 4 1.6 a5 0.0 1.7 1.3 9.2 o0 BE 4.6
Brosd meney”
Canada 15.0 9.5 3R a4 9.5 BT 1.1 1.6 7.4 0.4
United Stmies 9.4 9.3 12.5 B0 .0 E3 LY 51 4.2 52
Japan B9 9.2 7.4 T.8 B4 BT 0.4 1.2 0.8 10.2 100
France 1.8 138 120 (I .t fa.d 11 LN 4.3 17 4.0
Germany, Fed. Rep. of L 6.5 LR LR . 4.9 38 Tl .l . 65 5.0
laly 10.7 I3 16.5 123 13.9 HE 10.7 B0 3 ES L]
United Kimgdom 17.3 1.9 1.5 9.3 L1 1E.6& 2.0 .7 116 .7 N
Seven major coundries above [[IN] .8 0.8 .0 B B.T B3 T Tl T s
Four magor European counlnes above 105 .7 1.0 Bb 2.1 B4 9.8 B9 Q.6 9.3 5.0

' Composises for the country groups ane averages of peroenlage changes for individual countries weighied by the average 1.5, dollar vabee of their
rr.?u'li\tﬂﬂhmﬂhpwﬂh'l; (ke years,

From fourth quarser of precoding year with (ke exception of Japan, the Federal Republss of Germany, and Iialy where the figunes refer 1@
throsagh-ike-vear changes, e, from year-cnd 1o vear-gnd,

VM is penerally curressy (B circulation plus private demand deposits, [8 sddition, Cassds excludes privale sector foat: the United
Seatcs includes raveler's checks of nonbank issucs amd other checkable deposits and excludes privale secior foat and demand deposils
of banks; 1be Federal Republic of Germany includes demand deposits st flxed inierest rales: and Japan imchudes governmend demand deposits
and excludes Mo,

* MU plus quast-mossy—gencrally “M2,” except for the Unised Kingdom, Japas, and the Federal Republic of Germany, for which the data are
hased on M3, M2 + CD, and M3, respectively. Quasi-moncy I8 cssentially private temm deposiis asd olber notice deposits. The United States alsa
inchades moncy magiet mutssl furd halances. money market deposdl accounts, overmght repurchase agreements, and overnight Ewnsdollars isseed 1o
LS. pesidents by forcign beanches of US. banks. For the United Kimpdosn, M3 is M| plus privaie sierling ume deposiis. For Japan,
M2 + CI is carmency in circulation plus total private and publee sector deponits asd installments of Sogo Banks phis comtilficates of depasit,

For e Federal Republic of Germany, M3 s M1 plus private Gme deposits with maluritics of less than four years ples savings deposils
af slalutory motice

&7
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Financial Policies: Industrial Couniries

Table A1S. Major Industrial Countries: Interest Rates, 1981-August 1989
iln peroenl per asaum)

Aupust
1981 152 1983 1984 1985 | 585 157 198 929

Short-trrm fnlenes! rabes’
Canada 15,4 4.4 9.3 1.2 9.6 9.2 B4 b 1.3
Ulnised Srates 159 124 L N | 14 B0 ] 6.9 1.7 B&
lapan 1.7 FA | 6.7 .4 [ 5.0 4.1 4.4 53
France 15,3 14.7 1.6 . ik 1 7.8 B2 1.9 2.0
Germuasy, Fed. Rep. of 12.1 i9 iR 6.0 54 4.6 40 4.1 1.0
Iealy 9.4 19.4 1.8 15.3 139 1.9 1.1 11.2 1.0
Unied Iim;pdﬂﬂ'l 13.1 1.6 [EN] G4 12.2 10,9 2.7 113 I11.B
Zeven major coundries above 14.1 1.8 2.3 & B4 9 6.7 7.1 B
Foear major European cowniries above 4.5 ix0 0.8 0.2 9.9 B3 1.8 19 0.2

Leng-term inberest radis”
Canady 150 4.4 1.8 1.7 1.1 9.5 9.9 2 .5
Unsted Saases 139 13,0 1. 13.5 [[{X3 7.7 B4 BB El
lapan B4 53 T.8 1.3 [ 3.2 5.0 4.8 4.9
Frasse 158 157 136 12.5 [[U8"3 B4 9.4 a1 .4
Ciermany', Fed. Kep. of 1.1 .0 8.1 1.0 140 6.1 6.2 6.5 6.9
lnaly A6 2.6 %% It 14.6 12.2 1.6 1240 1.3
Unated Kisgdom 149 131 1.3 11.3 1.1 (LU 9.6 9.7 10.0
Seven major coundries above 13.2 12.6 hn.m 1.4 9 7.7 Ba Kl 7.5
Four magor European counlries above 4.3 139 12.4 LI ] 0.5 59 .Y LK 2.3

! Compesites for he cousiry grougs afe averapes of nlerest mabes for individusl coustries weighoed by the averape LS. dollar value of ther
I'ﬁ;#tli'ﬂ: GiMPs over the preceding thece yeurs,

Imerest rale on the following instrements: Canada. i(hree-mosth poime corporfale paper; United States, three-month  certificanes
of depesit in secondary market; Japan, three-month conificales of deposit (from July 1984 carlier data refer b0 three-month Gensaki rage);
Baly, throe-month treaswary bills; France, the Federal Repablic of Germany, and the Usited Kingdom, three-mongh interbank deposits.

VAverage yicld om government bonds with residusl mabsrities of over 10 wears for Canada. yicld on ten-year treasury bonds
for the United States, and over-he-coumter sales yield of em-year governmenl boads with losgest residual matermty for Japan.
Loag-term (7 1o 10 years) povernment boed vickd (Emprusts 't & loag wrme TME) for Frasce, vield on government bonds with
mabarities  of 910 wears for the Foderal Republic of Germasy. secondary market yield oa  fised-coupon (BTP) govemment
bonads (average maturity of about 35 yearsh for Daly, and vicld oa medivm-dated (ien-year) goverament stock for the United Kingdom.
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Fimancial Policies: Industrial Couniries

Tahble Alb. Industrial Countries: Central Government Fiscal Balances and Impulses, 1981-90
(ln percent of GNF)

15&] 1582 1983 1984 1985 198G 15&7 158 198% 15540

Fiscal halance

{+ saarplus, = deficirh
Canads’ =2.1 =54 = F 5.7 =tk 4.8 =42 -4 -8 -8
Linited Stases* =24 =4, 1 =5.6 =5.1 =3.} 4.8 -34 -3.2 -1.8 -1.6
Jxpan® =59 =549 =5.& =47 =19 =15 -2.7 -1.7 -1.2 =1.1
France® =26 =27 =3, 2 =34 =33 =28 -2.5 -2.0 -1.7 ~-1.5
Germany, Fed, Rep. of” =25 =2 d =1.9 S E =].2 =].2 -1.4 -1.7T -1.2 -1.3
[eady® =10.7 =132 =135 =132 =138 o -11.4 ~11.& -i1.5 ~11.5
United Kingdom®" =2 6 =37 =2 & =31 =24 =31 -1.3 1.0 1.9 1.0

Seven major comntries above =3b 4. =55 =£.0 4.9 -4 =14 -4 -1.5 -r3

Seven major countries gxcept

the Linited States =d 4 =35.0 =5.1 =4 8 =45 -39 =34 -2.7 -33 =32

Fucal lmnpalse

i+ expansiomary, = cantracionary )
Canads’ =11 1.3 [1F.] (I 5 =16 )4 0.3 [1 8. 0.9
Linited States® - 0.4 L.y 0.7 0.5 0.5 -1.2 0.1 .3 0.3
Jupan® =0.5 =03 <5 () =5 =8 L 0.6 .3 -
France® 1.2 0.2 ol 0.1 £2 05 06 - <0
Germnany, Fed, Rep. of” -— =07 <03 03 =03 — —_ 0.4 .3 0.2
[ealy® 0% 1.4 ol =B 0.5 =1.7 -0,7 0.3 —_ .1
United Kingdom" =1.6 =0.4 ol 03 =13 - . ~1.4 5 .1

Seven major counirbes above =i, 1 [ ] 07 [N i =0 =08 4.1 -1 0.z

Seven major couRdries except

the Umnited Stabes =0.2 — 0.1 =i, | =02 =07 0.4 0.3 0.2 0.1

! Composites for the country groups are weighted averages of the individual nationad matios for cach year, with weights proporionate 1o the
U5, dollar value of the respective GNP in the preceding three years.

* Cansds, France, ltaly snd the Usited Kingdom : in percent of GDP,

* Dats for Camads and the United Kisgdom are on a national iscome sccousts basis.

* Dats For the Uniled States are on 5 unified budget bhasis,

* Dats for Jepsn cover the comsolidaicd operations of the general sccownt, cerisin specisl sccounts. social socenily (FERsaclons, and
disbersements of the fiscal investment and loan program (FILPF) except those to financial irstitutions, Japancse daia other than FILF mransactions
are bused on national income accounts.

* Data for France are on an administrative basis and exclude social securnity transactions,

T Dats for the Pederal Republic of Germasy are on an sdminkstraiive basis and exclude secisl secarity trassactions,

" Dats for lesly pefer to the stabe sector and cover the trasmactioss of the siste budpet ss well 23 thove of several subonomoui
entities operating of the same kevel but do nof include the gross transactions of socisl security instibstions, only their deficits,

B9
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Financial Policies: Industrial Countries

Table A17. Major Industrial Countries: General Government Fiscal Balances and Impulses, 1981-90"
{ln percent of GMPY

1981 1982 1983 15&4 1585 1584 1987 1984 1989 19450

Fiscal balsnce
i+ surplies, - deficl)
Cansds =15 =5.9 wify G wify =T.0 =56 4 & =34 -39 -39
United Stanes =1.0 =3.5 =38 =28 =33 =34 =23 =20 2.0 -1.8
Jupizn =38 =36 =3.7 =2.1 =08 0.9 0.6 1.4 2.0 12
France 0.4 =3.0 =310 =25 =27 =2 6 =16 =].4 -4 -4
Cermany, Fed. Rep, of =3.T =3.3 =25 =19 =1.1 =15 -i.& =20 02 G
lesly =114 =113 = | =116 =|25 =117 =Jl.2 =L -10.4 - 105
United Kingdom ] =3 =34 =39 =29 =24 =1.% [IE] 9 20
Seven major countries sbove 25 48 41 33 33 A3 43 -7 -3 -3
Seven major countries excepl
the Umited Stabes =-3.T i, ¥ =43 =3B =34 =31 =3 ¥ =04 0% 0,7
Fiscal impulse
{+ expansiomary, = canfrachionary)
Canada =0.9 1.2 09 1.4 1.3 =I.1 =05 =il 2 0.7 =02
Uniied Siaics =04 (LK 0.7 0.7 0s 0x 0.8 =, | (i e 0.4
Japan =& =5 =i, 2 =1.2 =0.9 =03 =14 =4 0.2 =
Framce =0.T 15 =5 =09 0.2 =1 =2 [1X ) 03 —
Germany, Fed. Rep, of 0.5 =1.B =i} 4 05 =0.7 0x 0.2 (1) =1, 0.9
lialy 1L.E S =].4 08 0E =1.0 =0.4 < | 0.1 0.1
United Kingdom =3B =0.7 1.3 0.5 =05 =0, 1 0.l =05 0% 0.0
Seven major countries shove =l [N 2 [ (18] -— =15 =il 1 - ={.1
Seven magor counéries excopl
ithe Undied Stabes 0.7 -3 =1 -0 =0.3 =03 0.7 = | =02 -
Memorandum
Germany. Fed. Rep. of
Fiscal balance, terricorial authorities’ =45 4.4 =33 =2.6 =2.1 =2.2 -3.5 -3.3 -1.8 -3.2

"Dats wre om 8 patioesd imcome accousts basis, Composites for the country groups are weighted averspes of the individual mational
ratics for cach yesr, with weights propomticnate to the U5, dollar value of the respective GMNPs in the preceding theee yeams,

! Carady, Prance, lialy, and the Uniied Kingdom: in percent of GIDP.

’Gﬁmﬂmm. om am adminivirative basis, excluding social security ransactsons.
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Financial Policies: Developing Countrics

Table A18. Developing Countries: Broad Money Aggregates, 1981-88'
(Ansusl changes, i percent)

1981 1982 1983 | =4 1GES | Gy 1987 | EE
Developing coumiries M6 ile e 48.5 4.l LLE | 0.5 TH.A4
By reghon
Almcs 0.0 16,5 15.3 2.5 189 10.8 20 M4
Aska i I%.4 2.7 4.4 9.2 i 29 pi
Eumpt 153 o= 18.6% 2.5 X1.5 1y a0 6.0
Sibddle East MR .z 15.9 19.0 185 134 1.4 1.5
Weslern Hemdsphere T0.4 74,4 1077 1435 137 &40 1500 5.4
By predominsnt export
Fisl .2 129 221 2 N5 nE L] 2.5
Mon-fuel expons 195 175 256 549 &1 41.7 &l 17,8
L P 41.2 BE 448 4.5 5%.4 414 664 124.1
Frimary products 51,5 515 3.0 1%6.2 1369 &7.0 S0 145.8
ﬁ;ricuhunl producis £T.1 57.4 [0t 151.3 [ETUN| 10,3 LT 143.8
Mimerals a6 41.1 478 1.2 1246 527 65,7 1569
Services amd privase
tradsfers 21.1 . 198 16.3 16,6 M6 1610 14.1
Diversificd capon base 8.7 16.0 15.5 18.9 131 a6 15.2 L1
By Mnancial eriteria
Bt credalog cousiries 4.9 17.2 o7 9.2 14.3 13,2 12.8 121
et debior cosaniries 17.5 56 4317 5659 515 8.7 57.8 &9
Mazket bomowers 55 6 57.2 713 R0 B30 52,7 i07.4 200,56
Diversificd bomowers 1.1 0.5 234 333 5.2 3.3 5.1 By
Official bormowers r= | 3o is.2 216 .3 6.7 e EL K-
Countries with recent debi-
servicing difficublics 4.0 471.7 2.6 &1.4 &2.7 1.0 4 177.3
Countries withowsi debi-
servicing difficulties 5.2 1.5 225 3 2.5 2.1 0.3 0.8
Miscrllanoous groups
Cub-Ssharan Alrics 25.1 0.4 1549 .0 149 8.0 R 124
Twelve major oil exporiers 24.0 139 1349 106 14.7 10,9 14.2 16,3
Met debior fuel exponiers g1 27.8 310 .5 L 1N 445 304
Fouer pealy isdustrializing
AsiaE eooROnEies 23.5 276 19.5 15.2 IE.1 2000 22.8 19,2
Crmsll low-income economies 6.8 5.6 21 5.5 5.4 45.1 &5 | 41.7
Fifieen beavily indebted
COHINLTIES 0.0 B3 E9.2 1168 9.4 74,7 135.8 2753
Memorsnduem
Median cstimstes
Deviloping couniries 1. 6.9 6.1 16.2 15.4 i7.3 151 16.1
By region
Adrica 19.0 6.3 1359 16.5 16.10 15.2 1408 14.%
Azin 1E.1 19.9 %8 159 14.9 16,8 17.5 17.%
Exrope 20,1 17.9 11.7 13.8 10,3 13,9 13.2 171
Middle Enst M6 19.3 17.00 15.2 11.7 2.9 5O 1.9
‘Western Hemasphere 1E.0 4.2 16.1 16.3 15.2 235 194 i |

1 Except where otherwice indicated, geometnc averages of country indices, weighted by the average US. dollar value of GDPs over the
preceding thres yeass,
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Financial Policies: Developing Countries

Table A19. Developing Countries: Central Government Fiscal Balances, 1981-89"

{ln percent of GDF
1981 1982 1983 15E4 15ES | GEds 1987 1988 [
Developing counbries =4.0 =5.1 =5.1 =4.5 =40 =58 =58 =55 4.5
By reghen
Afirica =5.7 6.8 =7.5 =51 4,7 -39 1.8 =15 4.3
Asia =3, 1 =il 2 =113 =28 =3.1 =41 =16 =35 =315
Europe =20 0.5 =i} 5 =3 =i, 4 0.4 =N L9 0.3
Middle East =16 68 =100 =102 5.1 138 =123 124 -1
Western Hemisphere 5.6 6.1 4.8 -39 -3.2 46 3.6 5.1 -1
By predominant ¢cport
Fuel =23 =59 =15 =55 =56 -11.1 =11.1 =104 -1.3
Maon-fuel exports =T = B =4 =4[} =32 =34 13 =3.5 =314
Manufachares =17 -10 =24 =25 -1.9 =13 -2.6 =15 2.7
Primary products TR -2 =1.2 6.4 4,2 -3.6 4.1 4.9 4.1
Agricultursl products -§.2 =& =75 6.5 —4.0 -3.3 3% 53 4.2
Minerals =|7.9 =52 =i, 3 =59 =50 =47 =33 = ] =34
Services and private
tramafers B4 2128 <117 =116 =12.1 =101 ST N G5
Divemsificd exporn hase =5.8 =50 =513 =5.1 =45 4.0 -3.3 4.1 =43
By Mnamcisl criteria
et creditor countries .7 =} 5 =i, § =9 =57 =126 =120 =125 =11.2
Mer debior courtnes =5.4 =59 =5.0 =0 =17 =4 7T =4 8 =4 4 =33
Warkel bommowess -7 -59 =4 5 =33 -2.9 4.6 -53 -4.5 =30
[hversalied bosromets = T =54 =4 9 S | =3.7 4.3 =4, =15 =32
Oificial bosrowers =126 A3 =11 =6, 7 6.4 =% 5.3 -8 i
Coaniries with recent debd-
servicing dilTiculties .9 =68 5.4 4.0 -3.6 4.8 -5.3 4.6 -1.6
Coanimes without debi-
servicing difficulties =35 =449 =45 =4.1 -39 4.5 4.1 4.0 -34
Miscellameoms growps
Sub-Saharsn Africa 69 -7.1 58 5.1 53 5.6 =12 6 A9
Twelve major oil exponiers =].3 =5.4 =1.7 =5.7 =3.3 = =103 -10.7 8.1
Met debior fuel expomers 7.7 =T =149 =% 8 =51 A& = i =77 4.
Four newly industrislizing
Asian comOmics =1.4 =2.2 =09 0.1 0.5 02 il 0.1 -1.3
Smadl low-income economies Yy =73 6.4 58 .5 64 6.1 6.4 AG
Fileen heavily indebied
CRITIETHS =34 =57 =4 R =X 4 =27 -4 3 ELE 50 =33
Memarandum
Median eshimanes
Developing cwankrics -£5 &4 =£9 =46 4.5 4.9 £ =47 =43
By region
Alfrica =73 =71 1.7 5.7 5.1 58 6.9 1.7 49
Asis = | =5.6 =, () =32 =16 =50 =19 =33 =15
Euope =|.B =1.7 =],1 =16 =[.2 =23 =20 =1.1 =23
Middle EFasa =14 =] =42 =128 -8 .5 =14.6 =12.1 =130 =11.4
Western Hemisphere =53 =54 =51 =i T =20 =23 =25 =113 =2 B

' Arithmetic sversges of couniry balances, in percent of GDP, weighted by the average U_S. dollar value of GDPs over the preceding theee years.
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Trade: Summary

Table A20. Summary of World Trade Volumes and Prices, 1971-%0

(Annual changes, in perent)

Average
197 1-80" 1981 1982 1983 1984 1985 1966 1957 1958 1989 [EsH
World trade’
Volame 3.7 1.2 -1.8 iy B 9 45 [N a.0 6.5 57
Unit value in U.5. dollar serms 137 -1.& 4.5 4.7 -5 -1 48 a8 4.9 g 38
in SDHE terma 0.8 B.& 1.0 -1.6 1.¥ =1.1 0.3 -4 1.0 5.4 213
Voldume of trade
Exposts
Indweitrial comnirees 6.3 k& | -1.0 o a8 4.7 2.b 55 9 74 6.0
D veloping countme 2.5 -5.5 ~f.f .5 1.0 LN BB 11.2 0.9 Y] 59
Fuel expanters 0.5 139 49 =51 L B =50 1.4 1.5 1.6 58 &l
Mon-fuel exposen 6.7 4.7 1&g 6.9 1.7 4.2 B0 15.0 .7 [ %] 6.5
Impors
Industrial cowmnlries 54 -1.& -6 4.5 12.3 4.7 B.& 7.3 2.5 [ ] 56
Developing coanines 82 0 -14 -ib X L] —a.4 57 1.2 B.7 6.1
Fuel expamers 14.% 2.7 0.8 -11.% -784 -1086 -X08 -8.3 15 5.0 17
Mon-luel exporien &, 2.2 4.5 .8 .1 3.2 1.6 9.8 1.9 L] 6.7
Uit vabee of trade
{in SR serms)
Exports
[ndustrial cowlrics &7 4 1.6 0% i -0.5 =1.7 0% 1.% L 7
Developing cosnlies 79 14.9 I.& -39 ib 4.1 -25.0 -0.2 =1.1 9.2 0og
Fuel expanien 5.8 F{ M 3.0 -A.0 2.8 4.3 54 BEE =153 14.5 rT
MNon-fet] exporcrs 9.7 i3 L1 ] 0.3 4.1 -39 -134 -3.3 T 7.7 ol
Inports
Imdustrial cousdrics 106 T.2 18] =2.5 0.8 =1.1 =59 - 03 50 7
Developing countries 1.4 1.7 1.5 0.8 1.8 =1.8 =35 =20 2.4 6.9 .7
Fuel exporters EE Q.4 i3 =0.2 1.2 =09 =3.0 =05 i3 4.6 15
Mom-feel exporers 0.9 12.7 P | =10 1.7 =22 =lL& =23 2.2 1.5 1.5
Terms of irsde
Indhesiriad counirees =1.7 =6 1.8 1.6 0.4 0.6 a2 0.5 1.6 =1.1 =
Deweloping countrses 6.8 10 =08 =3.1 1.7 =23 <=IE3 .8 =35 21 [
Ful eaporiers 18.5 1.7 -2 -1.8 0.7 =35 -d6E 08 <180 9.4 [ e ]
Mon-fuel expariers =1.1 =3.9 =& 0.7 1.4 =1.7 =21 =|.1 1.5 02 =].2
Memorandam
World trade prices (in LI.5.
dodlar tenma) for magor
commaodity groups’
Mamuslachares 111 =3.9 =2_1 =18 =3.1 1.1 7.7 120 [N =08 X2
il M4 o8 -4.3 =116 -1.8 =49  =50.2 8.2 =199 1£.5 i
Mom-fuel primary commodities 1.6 =135 R 6.9 4F =129 - ] 14 8.2 =17 =B

' Compound annual rates of change. Excluding China.

! Averages of growth rabes for world exports and imports hased on dala for the groups of cowntries shown separaiely below and on parily estimaied
data for the U 5.5 K. and nonmember countrics of Eawen Europe.

!'.ulur:pl'l:l.:nlud respectively, by the export wnil value mdex for manefaciures of the imdustnal coumtrics. the ol cxport wnit value of the
twelve major oil exporters; and the index of market quotations for non-feel primary commadities exported by the developing countries.
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Trade: Industrial Couniries

Tahle A21. Industrial Countries: Merchandise Trade, 1971-M
{Changes, in percent)

Average
19TI-80' 1981 1982  19R3  IGR4 GRS I9E&  I9ET 1988 1989 1990

Total merchandise irade
Vabue (i U5, dollar ierms)

Expsrts 15,6 =0.9 =38 =1.1 65 L 166 16,9 15.4 (%] 9.4
Impsrts. 2.7 4.5 5,2 =1.3 8.3 2.3 150 152 14.1 6.8 2.0
Valume
Expests 6.3 ER =20 30 a8 4.7 2.6 53 LR 7.4 6.0
Impets 4 -1.6 =6 4.5 i 4.7 £.4 1.3 9.5 .4 5.6
et walse (in ULS. dollar terms)
Expes .6 =4 5 =19 ] =30 =1.5 136 10.& i =B 3.2
136 =19 -5.6 -5.5 =31 =20 4.1 10.2 4. 0.4 3.2
Terms of irade =}.7 =1.6 .8 1.6 04 0.6 9.2 0.5 I.& -1.1 -
Mon-oil irade
Vabee (ia U5, dodlar erms)
Exposts g3 =14 <. 1 =1.1 6.8 | 19.5 17.1 6.2 6.7 9.5
limpests 7.4 -3.3 -1.6 1.7 0.8 4.4 Pl 185 6.7 6.l 2.1
Valume
Exposts 6.6 ER -3 2t LK) 4.4 2.3 38 9.1 7.5 6.1
Imperts. [T .5 1.8 6.3 14.5 (3] 23 1.8 2.9 6.5 59
Umit wabae (in L5, dallar lerms)
Expoarts 1.0 -3.1 -3.7 -3.7 -39 =14 16.6 1.7 6.5 -8 1.2
Impaorts 10,6 =1.0 -3.3 4.3 -2 =14 13.2 10.0 6.2 ={}.4 N |
Terms af trade 0.4 2.0 .7y LY ] 0.5 il 3.0 0.7 (L] ={}.4 ol
Memorandam
Real GNP K 0ng —_ v Je 4.0 31 1.5 1.1 4.0 3.1 1.6
Appancnl isome clasteity of
-0l i.n-q:nru‘ 1.2 2.0 1.8 37 2.0 13 25 2.5 2.4 22
Impost voleme of developing
COHINAriEs B2 B0 =34 =2.B 2.6 =01, ] 57 1,2 B.7 &1
Marked prices of nom-fiscl
primary comenodities {in
.5, dollar terms)r® 0.4 =13.0 -84 54 2.3 =120 0.4 0.2 1.3 6 4.9
Uit labsor cosis in s fsc-
ituring (in U5, dollar senms) 0.4 =] 10 =].2 =l i} =52 =0, 4 1.0 8.7 18 =20 26
! Compoursd annual rates of change.
i Averapes of changes for individual cowmniries weighted by the average ULS. dollar valee of their respective mon-pdl imports over the
preceding three years.

 Ratio of growth im mon-oil imports 1o growih in real GRP.
4 Average of individual commodity price indices weighted by the U5, dollar valee of industrial couniries’ imporis of the respective
commodities in 1980-%2_
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Trade: Industrial Countries

Table A22. Industrial Countries: Export Volumes, Import Volumes, and Terms of Trade, 1971-90"
i Ansaal changes, i pefcentl

Average
197 1-80° 191 1983 13 1984 1985 1585 1987 I9ER 989 155
Export valumes"
Canada 38 4% -3 T.4 %6 6.4 s 7.3 10.0 1.3 4.0
United States 7.7 -16 -110 -33 80 32 6B 138 IS5 125 T
Japan 0.6 -] -3.4 2.0 %7 LN 0.5 LLE 4.3 &0 T4
France 74 4.4 4.3 4.5 4.7 I8 .2 2.3 B.7 TR 5.9
Germany. Fed. Rep. of 4 (X 33 -0.% 9.2 59 1.3 28 7.4 i1 6.0
laly & LX) =1 ER ] 8.0 3z 4.1 il 3.0 &1 55
Unated Kingdom 4.7 0.9 2.4 23 8.1 55 6 5.3 =) 1.9 4.0
Other industrial counlrics 58 24 1.5 .1 LR 5.3 i 6.1 7.1 LTI 53
All indusdrial countries 6.3 ER ] -0 e 9.5 4.7 1.6 5.5 L] T.d .0
O which,
SevEn major comnlnes above 6.5 42 -3 20 b 4.5 2.7 512 9.6 19 6.3
European coanires 7 4.1 0.5 ar 8.0 4.8 25 412 6.9 7.1 55
European Commmunity 5B 44 0.7 kX 1.9 4.5 L7 43 1.0 1.3 56
Import volames"
Canada RS ik -16.5 181 1.6 14 - 21 1.6 2.1 1B
Unated Stales 59 0.5 -7 130 4.8 4.5 13.2 56 T 4. 1.2
Japan 4.1 -2.5 =058 0.5 .5 LK 8.7 a1 16.7 L1 1.7
Framce 1.7 -3.6 0 -1.9 14 4.4 L 6.7 Q.o .2 7
Cermany, Fed. Rep. of 49 50 1= 4.0 51 4.1 .2 54 6.7 B G
Haly 4.4 4.5 -1.8 -1, LAY 4.1 B.Ar {1 T 74 6.5
Unsted Kimgdom 1) 4.0 L4 1.6 1.4 3l by o 1.8 59 1.7
Onbser imduserial cousarics 51 -2.7 1.4 Lo 6.2 58 9 £S5 L 1l i f
Al indusiFial counirics Ed4 o T 4.8 i3 47 LT3 7.3 9.5 64 5.6
O which,
Sewven major cousdrics above i3 =1.2 =1.4 38 14.4 4.3 89 68 9.9 6.2 6.0
European cousirics 5.1 =19 1.7 14 6.1 5.0 1.4 7.9 g8 b6 5.1
European Commisnity 32 =36 .7 20 6.2 47 1.7 £4 9.1 7.0 54
Terms of trade’
Canads 1.9 1.7 =3l 1.3 09 =12 =23 18 i 41 0.3
Unised Stmes =36 1.9 0 33 i -3 s 43 4 -10 -6
Iapan =5.4 1.1 1.2 2.5 2.5 4.1 4.5 11 EX ) -2.5 20
France 0.9 4.7 10 23 1.3 2.6 9.7 1.0 03y -1% 09
Gexrmnany, Fed, Rep. of =] =i & 7 1.7 =23 1.3 15.1 iy -3 =30 0.2
lusly =310 =49 . 23 =1.5 0.6 a 23 1.0 =20 0.5
Unissdd Kingdom =.7 0.8 =0.1 2 =16 1.1 =51 0.9 1.9 1.4 IR
Ouher industnial countries. =I}.4 =20 1.6 )2 0y 0.4 x2 i ] 1.3 -i0.2 0.3
Al industrisl coantrics =1.7 =16 1.5 L& LB LN 2.2 05 1.6 =11 -_
Of which,
Seven mujor countries shove =23 =1.7 1.8 2.2 0.2 0.7 10.4 0.4 1.8 1.5 ol
Esropean countries =10 =36 11 e -04 1.3 83 1.3 0.3 -1.4 —
Esropean Commusity =1.1 4.1 o 1.3 0.8 1.7 9.5 f 0.3 -1.7 ol
' Trade in goods only,
¥ Comnpomnd annus] rates of change.

* Comnposites for country gromps are averages of percentage changes For individual countries weighted by ibe averspe ULS. dodlar value of their
nlrﬁtinﬂmhlnﬁﬂmﬂﬁwrh preceding three years.

Coenposites for country groups are aversges of percentage changes for individual countries weighted by the averspe ULS. dollar value of their
respective merchandise imports over the preceding three years.

95

©lnternational Monetary Fund. Not for Redistribution



Trade: Developing Countries

Table A2Z3. Developing Countries: Merchandise Trade, 1971-%0

{Annual changpes, in percent)
Average
197 1-80" 15& ] | GE2 1981 1984 1985 196 1GET 1588 1989 L]
Developing Comniries
Walue (in U5, doller terms)
Exporis 25.2 =16 =I1.2 =54 [ = 1 =9 .k 139 1.3 T4
Imsports 2.6 83 =13 =66 T — M2 14 L2 5.4
Yolame
Exporis 15 =55 =iy, 1.6 7.0 0.7 HE 1.2 0.9 [ 59
|m 8.2 B0 =34 =2 B 2.4 = 4 =4 4 g7 10,3 8.7 61
Unia value (in U5, doller eams)
Exporis 21.1 4.1 -}, B =3 =7 =50 =145 10,0 28 4.4 1.3
|m 13.3 1.2 =40 =39 =24 =28 4.6 5.0 ] r i 2.2
Terms of made 6.8 29 =0, & =3.1 1.7 =2.3 =183 1.8 -15 2.1 0.5
Parchasing power of exports” 105 =28 =T.4 =|.5 B9 =16 =110 13.2 1.0 B4 2.1
Memorasdum
Real GNP growih of tading
patners 4.4 1.1 0.5 2.6 a3 3.0 L L& 4.3 15 13
barket prices {in U5, dollar
terms) of primary conmodities
leaclodincg petroboam) exported
by developing couniries 1.6 =135 =0.9 (%] 4.2 =12.9 =1.2 14 18,2 =1.7 20
Fuoel exporicrs
Walse (im U5, dodlar ierms)
Expaoets 14 =55 =17.9 =155 =].2 =100 =1%% 21.8 =1.8 158 7.4
Impoets 8.2 21.6 i}, 2 =149 =5 =12.2 =01.2 o1 1.2 80 (2%
Wodume
Expoets 0.5 =119 =|d. 9 =5_1 0.2 =510 1.4 1.5 1.6 58 4.1
Imports 14.8 2.7 0% =119 -1.B =105 -20.8 =83 As 5.0 37
Unat valwe {im L7.5. dollar derma)
[Exports T | .7 =3.5 =110 =1.4 =5.13 L] 199  =12.0 a5 32
Imports 1.7 0.9 -3.3 =314 =30 =1.8 1Z.1 9.2 T4 i 10
Terma of trade IE.5 10.7 0.2 =1.B 0.7 =1.5 LR DE = |80 a4 0.2
Purchasing power of exporis” 19.0 -4. 7 =1%.1 =12.6 0.9 -8.13 =407 11.5 =86 15.7 4.1
Memoranduem
Average ol export price (in
1.5, dollars per barrel)’ 11.6 T 23 8.5 .7 6.4 131 168 1.5 160 6.4
(Annuad percentage change) M4 9.8 =43 =116 =2.B -9 =50.2 8.2 =199 18.5 2.2
Real GNP growth of trading
|pariners .4 2.2 0.9 2.5 a4 3.2 1.2 18 4.5 LN 14
Export umit value {in U5,
dolllar terms) of manufactures? 1.1 -39 =2.1 -1.B =11 1.1 17.7 12.0 6.1 =8 2.2
9%
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Trade: Developing Countries

Table A2} (concluded). Developing Countries: Merchandise Trade, 1971-%0

(Annual chaspes. in percent)

Average
19T 1=R0" 1581 1gr 1983 1984 1983 15EG 1987 | ¥EE 119 1y
*om-facl exportors
Value (im U5, dodlar ierms)
Exposts 0.2 L6 =45 32 11.3 0.8 £.0 .5 19.3 1o.m 1.3
IW MB 4.1 =g.7T =24 45 — 1.5 18,2 159 125 5
Viodame
Exporis 6, T 4,7 1.8 (2] 11.7 432 50 15.0 .7 [ X} 6.5
|m1:; &, 1 2.2 =4 5 1.8 7.1 3.2 1.6 9% .9 9.5 6.7
Uinia value (im L1.5, dodlar serms)
Expors 12.7 18 -6 =35 D2 48 — 6.3 7.8 3.0 0.8
Imporis 13,9 21 -44 42 33 -l 2.2 1.3 6.2 2.7 20
Terms of trade =11 =19 =1.B 0.7 2.4 =1.,7 =21 -0.1 1.3 0.2 -1.2
Purchasing power of exports’ 55 06 =01 7.7 144 24 £7 131 123 7.1 5.2
Memorendum
Real GNP growth of trading
parners 4.5 2.3 0B 29 4.5 2.8 3.3 3.7 4.4 1.5 1.3
Magket price (in U5, dollar
terms) of primary commoditics
{exchuding petroleum) exponed
by nos.-fsel exporters 12.0 -I3.3 =112 6.7 189 130 -8 25 193 06 -7.0
Gieoss reserves (end of period) as
percentape of total imports of
poods mnd services® 2.6 16.2 17.2 19.1 21.0 3.3 211 g M4 .3 i
! Compound snnyal rates of change. Excluding China.
? Export exmings deflated by import prices.
? Twelve major ol exporiers,
4 Exporied by the industris] countries
* Gold holdings are valued st SDR 15 an ounce.
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Trade: Developing Countrics

Table A24. Developing Countries:  Export Volumes, 1971-90

{Annaal changes. in pereent)

Average
197 1 -80° 1981 1582 19&3 1934 1984 115 1987 1988 |55 1550
Developing comniries A5 5.5 -5,6 1.6 7.0 0.7 B.E 1.2 % ik 5y
By region
Alnca F | -13.8 -5.5 —_ LR b6 T =04 14 34 4.0
Asia 1.0 1.6 1.4 9.3 13.5 EX ] 1.4 %1 13.1 9.4 1.8
Enrape 6 1.6 4.6 6.1 X7 1.3 1 e B.5 58 15 14
Middle East 0.5 -16.5 -178 -10.3 —4.8 -7.1 13.8 37 14 58 il
Wiestern Hemisphere 1.8 1.8 -1.49 T3 &80 0.3 -3.2 1.7 ] 15 56
By predominamt export
Fuel 0.5 139 -149 -4.1 .2 -5.40 1.4 1.5 1.5 58 4.1
Non-fee] exports .7 4.9 1.8 6.9 .7 4.2 LX) 1500 1.7 5.8 6.5
Manufaciures .7 LR 1.4 9.8 150 4.2 LR 189 12.2 1.0 6.7
Primary products 1.% =1 1.E 1.4 1.2 5.7 4.2 4.3 1.2 1.0 4.8
Agnicultaral produsts 1. 2.4 0.2 13 3 6.3 4.9 37 4.8 1.6 5.4
Minerals 1.5 =50 6.0 0.4 N | 4.5 1.6 54 =1.5 59 17
Services and privale
trandlers (. (LK -1.1 0.6 30 A& 7.3 6.3 9.3 7.1 59
Diversificd export base L] =7.d 0.5 1.4 51 4.5 X ] 55 BE 53 (X
By Minanscial criteria
Mt credibor counbies 1% -3 -173 6,9 -1.8 1.2 179 .2 £S5 4.8 15
Mt debtor SOUBRTICS. 4.6 -39 0.8 3.2 1.4 kS 8 12.5 1.2 T.0 6.5
Markel borrowen 6.3 5.1 1.2 9.1 111 2.4 (1] 14.6 4.2 3 7.3
Diversified borrowers g -12.8 =6 ~0.2 13.0 53 7.0 11.3 8.6 56 55
(HTicial bosromers 2.0 =41 15 19 1 [IN] 7.7 L 54 4.3 54
Comniries with mecent deb-
servicing difficulties 1.6 =016 =3.1 1B .0 23 <1 53 56 32 4.8
Coaninies without debi-
servicing difficalties B0 6.l 1.6 1.7 13.0 4.0 12.8 18.1 133 9.4 7.5
Misrellaneows grouwps
Sub-Saharam Afmca 1.1 =1.1 1.4 .4 5.2 03 T8 4.0 =29 6.2 2.7
Twelve major ol exporiers LN =162 =17.5 =71.5 =1.5 =5.4 13.1 = 139 5.0 d.l
Met debtor fuel exporten 1.1 =193 6.4 10 1.4 (15 1.2 i B4 53 (1]
Four newly induestrializing
Asian economees 6.1 0.4 25 14.5 6.1 4.1 0.7 132 4.1 I0.% 74
Small low-income economacs 3 =].3 =19 1.5 =9 15 1.3 33 1.8 57 6.2
Fifizen heavily imdelied
comnines 2.7 (1.8 =5.0 56 BT 1.5 =18 6.l 8.7 10 54

! Compound annual rages of change. Excluding China,
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Trade: Developing Countries

Table A25. Developing Countries: Import Volumes, 1971-90
{Anmual chanpes, in peroent)

Averape
1971-80' 1981 1982 1983 15E4 1985 1984 1987 1988 19E% 1501
Developing coumtries Bl R =X =18 b L] =i 5.7 0.k ) .l
By reghon
Afnica 34 1.9 =81 =102 ={.1 =68 =10.6 =4, T &1 32 .3
Ausia Q.0 gz 1.7 B0 1.8 5.6 1.2 148 17.3 129 1.2
Eurnpe 50 =5.1 =71.9 1.7 9.3 4.6 0.4 1.2 20 1.1 T.1
Middle Enst 13.7 8.8 6.l =1.1 =13 =131 =213 =f,2 0.7 59 4.6
‘Western Hemisphere T.0 LE -17.7 =Il& 312 F N LN | T 4.5 =f.2 6.3
By predomimant expsrt
Fuel 14.8 217 =09 -11.9 -1.8 -10& -X0.8 -.3 15 5.0 7
Maon-fuel exporis .l 1: =4.5 1.8 T.1 iz 1.6 28 1% 9.5 6.7
Manufactures T.9 1a =33 3.4 0.4 T.5 37 12.2 13.6 1.9 T.6
Primary products ik =-1.9 -ld.6 -5.8 1.0 =14 1B 6.3 2.3 1.7 26
Agriculiural producis &1 1.9 =113 6.0 il -1.8 13 5. 1.7 1.7 16
Mimerals 10 13.6 -186 -152 4.5 -3.8 4.1 9.4 7 1.7 —
Services and private
tramsfers 4.6 1. AT 4.5 30 =1.7 =4 =i d d.l =1.7 27
Diversified expor base EN 4.3 =40 =4.5 1.6 -5.8 =5.1 o8 16.7 g 6.l

By financisl criteria

MNet credsior coumtrics 16.7 15.0 4.0 4.5 5.3 -17.9 -12.7 6.7 9B 1.7 58
Mt debicr couninies T.0 6.7 —4.9 4.4 4.% k| -2.9 5.5 103 £9 652
Magket Borrowers E.0 5.0 =7.5 =iy, 4 58 =0.9 11 12.9 15.0 12.3 .9
[Hversified bomowers 1.7 12.3 =3.3 =39 3.0 2.9 =81 [1N] 54 T.6 21
Cficial borrowers 16 =16 ={3.7 —_ 6.4 0.7 =2 4 =].3 6.4 0.1 26
Countries with recent debi-
servicing difficulties .4 4.1 =110 =166 1.4 0.l =55 =23 6.5 14 63
servicing difficulties T.8 2.5 .6 7.1 1.3 5.4 =0,1 106 12.5 10.8 [
Misiellanious. groups
Sub-Saharan Africa 26 ol = B =1.9 =0.7 0.2 =20 =[5 2.5 0.8 =3
Twelve major oil exporiers 160 23.3 5.4 =41 =104 =]31.9 =233 = 5 =), 7 g2 432
bt debior fuel exporiers 13.0 4.2 =53 =2d 4 =i 5 0.5 =74 =0 8 7.2 2.4 4.5
Fouar mewly industrializing
ASEEn eCOSRIeS 11.7 6l |.4 B0 10.0 =01 0.5 25.2 0.2 15,9 849
Smsll low-incosme economies 1.2 =2 | 03 =22 5.1 1.9 0.5 =3 5.1 0.4 =
Fifteen beavily indeboed
CEHIRETES B2 11 =163 =21.3 =2.2 1.4 =0.0 [ 54 ) 6.7

' Compound annual rates of change. Excluding Chima.
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Trade: Developang Countries

Table AZ6. Developing Countries; Export Unit Values, 1971-90
{Anmual changes, in percent; in terms of U5, dollars)

Average
197 1-%0¢ 1981 1982 1943 1984 1985 198G 1987 1988 I5=G

1550
Developing countries 1 41 4B 4% A7 S8 -5 100 18 44 1.3
By reglon
Africa 1% -8 4.8 -2.9 -5.2 =50 =152 1.7 =]1_1 1.3 23
Asia 13.6 1.6 4.9 -3.8 1.3 —4.5 =5.3 1.3 Bl +.T IR
Emrope 11.% — -1.9 &7 -5.4 =19 LT I.B 19 o7 [I%:3
Middle Exst Er 11.5 =23 -8 -1.9 B0 =391 186 =134 EE 16
Western Hemisphere 18.3 =11 =17 &4 14 4.5 -13.2 4.9 57 i9 LK.
By predominamt expart
Fuel e | 9.9 =33 -11.0 =04 -3 04 %9 =120 9.5 3.2
Mon-Teel exports 1.7 -1.% 4.1 =15 .2 4.8 — 6.5 1B X0 (1%
Manufacturcs 11.6 0.2 —-4.2 -3.0 0.3 =13 1.3 [%3 1.9 4.0 07
Primary producis 1% 4.3 4.9 -1.% 16 6.3 il —_ 1.0 1.1 =2 4
Agricultaral products 14.2 -1.3 -8.5 -8 6.2 —b 1.5 =40 [ 1.0 1.5
Minerals 1.5 -1d46  -10.8 0.9 ~1.6 -5.5 =3.0 9.2 o K1) 1.3 =)0
Services and privale
tranafers 13.3 1.7 6.9 —-4.9 0.7 =1 =310 02 B9 =1.5 i6
Diversified export base 15.4 =33 -10.4 20 =30 -1l =57 12.9 4.1 ={0.9 il
By Minancial criteria
Net creditor countries 3.8 04 2% -11.0 -0 61 =35 194 =52 &I 14
Met debior countmed 17.0 1.4 59 | L6 a6 =100 7.7 4.8 16 09
Marker borrowers 16.2 =i. 3 =T.d =50 =] =50 <A LR 52 4.0 4
Driversified bomowers 0.1 4.1 =3.8 =5.8 =14 =41 =128 .8 3.3 1% 1.6
(hificisl borrowers 12.1 =4 8 =5.2 -2.7 =0l -4.4 0.9 0.1 TR — 1.0
Cousirics with receni debi-
wn“ difficulises 184 0.8 =T1.3 =N =11 =54 =12.4 TR 2.1 kX 1.2
Couniries without debd-
serviciag difficuliies 14.7 1.3 =i} 4 =355 ={_| =19 =1.7 7.4 N ] 4.0 LX)
Miscellansous groups
Sub-Sakaran Africa 130 =& 5 =&.0 =22 LS =17 =i [} 1.7 4.2 =1.1 0,2
Twelve major oil exporters 113 10.5 =3.2 =11.5 =16 =57 =42 & X2 =146 11,0 1.0
Mt debtor fisd exporters Pl | 1.9 =5.7 =3 -L.B =40 =5 IT.8 -4,7 Q0 2.4
Four newly imdusirializing
Asian econmnMmics 0.3 15 =4, 1 = 2.0 =29 =.7 a% g7 L | 0,2
Small kvw-income econemigs 1.4 =59 =7.9 1.7 6.8 =73 =2 6 £0 9.1 (i3 0.2
Fifteen heavily indebsed
CiOUines 19.2 0.1 =T.0 =3 232 =47 =14.7 9 4.0 4.4 0.5

! Compound annuald rates of change, Excluding China,
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Trade: Deveboping Countrics

Table A27. Developing Countries: Import Unit Values, 1971-%90)
{Ammusl changes, in percent, in lerma of LS. doldlars)

Average
1971=80" 1981 1982 1983 | & |9ES | GG | GET | R 1989 | Gl
Developing couniries 133 1.z =l =39 =2l =28 4.6 L [ 2.3 1
By regeon
Afrca 14.0 =30 =5.0 =15 = 2 =349 129 1.2 18 8 1.5
Asia 134 2.5 =5.3 .13 =1.3 =24 1.4 1.8 1.8 13 1.6
Europe 130 S R T 1 . & - 4.7 4.8 06 02 1.5
Middle East 12.8 ={1.2 i3 =1.7 =2.2 =26 11.0 a7 T.2 3 25
Wesiern Hemisphere 13.2 4.8 =].8 =113 =1.4 =34 =14 7.7 7.4 10 14
By predominant export
Fual 11.7 0.9 =3.3 =34 =2.0 =1.B 12.1 0.2 7.4 .1 10
Mon-fuel exports 13,9 P | =4 =4.1 =2.5 =3.1 2.2 1.7 [ e 2.7 20
M arsalacpares 13.6 1.6 il =47 =31 =2.0 1.7 7.7 6B 2T 1.3
Primary products 13.3 =2 =30 =318 =0.2 =3.1 6.0 g0 4.8 LN 16
Agricultural prodecis 13.4 (1K ] =2 =40 =0.2 11 5.2 B0 [ 29 15
Miserals 13,2 = |4 =3.7 =1.2 =0.2 =31 El T.8 4.5 149 4.0
Services and private
prasm fers 138 10 =il 2 =i, | =0, 7 wih, 0 135 7.8 7.2 L 4.2
Diversified export base 15.7 5.8 =57 =1.1 =2.3 =71.7 =0,2 7.0 2.2 1.6 L7
By finamcisl criteris
Mt creditor coungries 12.5 0y =45 -39 =1.8 =2.0 1.5 ([IA] a4 0.6 2.3
Mei debior countrics 13.5 1.3 =39 -39 -2.5 -2.9 4.1 1.7 5.9 2.5 . |
Marker Bommowers 13.5 1.7 =18 =37 =l =i X 1.5 7.4 [ X1] 10 0%
Dhwersalied borrowers 137 =4 =39 =4, =37 =1.0 6.4 B.5 56 1.7 14
Official borrowers 12.% =].7 - = 4 =27 =3.T 5.1 2 2 10 16
Cosanirees with recent debd-
servicing difficulties 134 210 =34 =28 =25 =i, | 6.1 B3 2.1 21 14
Coanimnies without debi-
servicing difficulties. 135 (X = 5 =49 =2 =2 | 28 7.3 [ rE 1.5
Misrellamesns groaps
Sub-Saharsn Africa 4.0 =17 =5.1 =34 =2.8 =2.3 122 11.3 4.5 2.1 a4
Twelve major ail exporiers 1.5 =18 =3.9 =3.7 =-2.2 =1.9 13.2 9.7 1.4 =.5 2.6
Met debior fuel exporiens 11.7 =5 =2.9 =3.1 =1.7 =1.7 (1R 8BS 1.2 0.6 33
Four newly industrialiving
Asian ecimomies 13.3 4.5 =55 4.5 0.l =36 (1T 1.8 B2 16 =, ¥
Small low-income ecoaimies 13.8 0.7 =5.4 4.7 =04 =3.5 5.6 L' | 6.7 1.7 4.7
Fifieen heavily indebted
COUNDrEes 130 4.3 =29 =2.8 =09 =3.3 1.9 29 .4 2.7 L

! Compound asmual raies of change. Excluding China.
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Trade: Developing Countries

Table A28, Developing Countries: Terms of Trade, 1971-%90
{Annual changes, in percent)

Average
197 1-80" 15%] 1942 1a83 19k4 1985 1966 197 | iR 1989 [t
Developing countries &R .9 .8 =31 1.7 =2.3 =183 1.8 =35 L1 =8
By region
Alrica 5.1 ol =5.0 oy =1.1 =3.2 =249 0.4 =4 T 5 =].2
Asia =7 .8 0.4 (1B ] il =2.2 =55 2.6 0.2 1.3 =8
Europe -1.3 0.4 — -2.2 2 05 =19 =28 21 (K] =0.7
Middie East 17.8 1.7 i.1 -4.3 2 =36 453 E.l =192 5.4 1.0
Western Hemigghene 4.5 =57 5.0 -3.2 in =1.4 =12.0 =2 =]1.& [1K!] =32
By predominant expori
Fuel 18.5 10.7 -0.2 -1.8 0.7 =3.5 —h B 9.8 =180 0.4 0.2
Moa-fuel eaports =1.1 -1.9 -1.B 0.7 24 =1.7 =2.1 =1.1 1.5 {1 =].2
Manufactures =1.7 =1.4 0.2 .4 28 =1.3 {15 =9 1.0 1.3 =6
Primary Froducts )4 -2.0 -T1.2 23 49 =313 =56 =1.4 49 =20 =58
Agnculnsral products 07 =T.6 =T.0 1.3 7.5 =16 =15 =11.1 0.2 =].B =19
Mincrals -2.4 -11.4 -T.4 4.2 4 =2.5 =103 1.3 14,8 =25 =115
Services and privale
Iranafcrs =05 =1.3 -1.5 1.3 1.4 — =3 =T.1 1.6 =5.2 =)
Diiversified exporn base 0.3 6 50 Y TR | - R T Y 55 I8 =24 06
By Mnancial orideria
Mot ereditor cosnlres 17.1 9.4 1.8 -1.4 0.9 4.3 354 85 -13E 1.5 1.1
Met debeor countries 3 0.5 -1 1.2 20 -1.7  -135 - -1.0 1.0 -1.3
Market borrowen 1.4 -1.9 -3.7 =1.4 1.3 =7 =109 0.9 ={,7 [IK'] =5
[Mhcial borrowers =7 =3.2 -1.9 1.4 2.7 =8 =58 =58 1.5 =29 =24
Daversilped bormowers 5.7 4.5 0. =-1.2 2.4 =31 =18.0 0.3 =23 2.2 =1.8
Countrics with recent debs
mi&;di‘l‘l’xﬂm 4.4 =1.2 .0 =1.% 1.6 =1.4 =174 =0.5 =23 [IK!] =21
Coustrics without debt
servicing difficaliaes 1.4 0.7 o ] 2.4 =1.B =103 0.1 ={1,2 1.1 =9
Miscellaneous groups
Sub-Saharan Africa =% =5.0 -3.0 1.3 6.7 =1.4 =16.3 -&.6 =3 =31 -l 4
Twelve major sl exporters 9.6 1.6 0% -H.2 (1.1 =19 49,3 Ii.4 =20.5 11.5 0.4
Mel debbar fagl exporiers 156 54 -39 .3 [1R] -2.4 —H 5 5 =13.0 B4 =8
Four newly industrializing
Adian eoonoemicy -2.7 -1.9 1.5 —_ 1.9 0.7 =1.3 1.4 0.5 1.7 0.4
Small low-income economics =20 -1.5 -3.7 6.8 B.3 -39 -1.8 =38 T4 =20 =42
Fifteen heavily indeticd
Coianlned 55 -1.9 4.2 -5 i =1.5 =163 =1.8 =2.3 1.6 =21.5

! Compoand anmsal rabes of chasge. Excluding China,
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Trade: Developing Countries

Table A29, Developing Countries: Non-Fuoel Commodity Prices, 1971-90"

{Annual changes, in percent)

Average
I971-80F 1980 . 1983 1964 1965 1966 1567 I9ER 1989 153
Noa-fuel primary commeditles 1.8 =135 -89 (L] 4.2 =119 =1.2 34 18.2 =1.7 —&.0
By commadity proup”
Food 100 6.5 19.2 iz &9 <187 <130 7.4 253 0.9 5.6
Beveraged 12.1 =21.1 1.1 1.9 159 =116 6.2 -28.7 02 -152 -B.5
Agricaliaral raw matcrials 6.5 =132 =6 4.5 4.3 <l48 =1.1 0.4 8.2 0.4 2.1
Mincrals and meials 8.0 =150 =10.7 28 =63 2 90 .2 4.3 44 193
By region®
Africa 104 =11 8.7 .0 1.7 LN 10 =149 14.% 0.8 B8
Asan 114 =11.7 =16.6 g2 110 =29 =1 16.4 H.9 0.4 5.4
E:qu a9 =5 = 51 1.3 =18 =3 14.8 155 1.6 =50
Middle East 118 74 =158 110 0.0 =145 =58 194 193 7.8 28
Western Hemisphere 10.0 144 =81 60 <04 -85 49 64 MN3% 07 -5l
By predominam expori®
Fuel 12.5 =174 =83 1.0 .2 =12.7 34 6.6 133 -2 -1
Mo sl EAPOFLE 103 =133 =11.2 6.7 19 =13.1 =16 25 19,3 (i T -1.0
Sanufaciuses 10,4 =98 =10.2 4.8 LI =136 =19 0.5 14.9 1.1 -3.9
Prisnary produsces 9.4 =154 =55 1.3 1.8 =0 & 17 =26 2.2 G4 -l
Al.li:l.ﬂ'n.l'll products 11.3 =144 =T1.6 1.9 5.9 =11.7 5B =01.1 129 L.H 4.0
Manerals 6.9 =176 =127 0 =76 =4 2 =1.5 19,1 ma | =321
Services and private
rransfers 12.5 =144 =191 B.5 L1 B =131 2.2 26 2.3 LN | 4.8
Diversified export base i1 STY TS 81 98 -I89 133 NE N2 03 4%
By Mnancial criteria
Met creditor covanines [[1E'3 =9 =2F. 1 1.1 4.0 =22 0.2 16,4 i =4 3 -1, 1
Ml debor counes 10,46 =138 -10.% 6.7 4.1 =150 =l.1 10 18.% 0.2 4.7
Market bofrowers [LX1 =136 -10.% 1.5 e =14.2 4% g1 2.3 .5 =T.1
[nversified borowers 1.5 1389 104 39 46 =124 2.5 -0.9 14.5 =1 |
Oiificaal borrowers 0.2 -14.2 -7 6.6 4.5 -3 1.2 -1.0 18,9 2.2 -3.6
Countrics wilh pecenl debe-
servicing diffioelses 10,6 -143 -0 1.2 1.4 -lQ4 Q.7 1.5 M4 0.5 -52.0
Countries without deba-
servicing diffloslses 1.6 131 =19 b L N [ =34 535 154 0.3 -1.0
Miscrllansous grougns
Sab-Sakaran Africa 1.2 -IT.8 -§.2 1.5 4.9 -8.8 4.0 -3.4 14.7 -3 -9.8
Twelve major oil exporiers 127 =18.1 =85 &8 64 =151 —_ 150 160 A5 |
et debior fsel exporiers 125 =177 =T.8 [ 6.3 =125 L] 6.4 139 =12 4.9
Four newly industrializing
Asian economics .1 =10.1 =45 54 184 =22 =171 169 % =14 0.6
Senall bow-income economics 9.3 146 =126 9.0 67 =122 0.6 05 200 07 -4
Fificen heavily indebied
cousiries 10.0 141 -8 6.3 15 =108 1.5 =21 198 03 &3
Memorandum
Ol export usit valoe® M4 9.8 =41 =]l.6& =2.8 =49 =503 o2 <199 18.5 2.2
Export unit valse of
A S— i1 -39 21 =28 -1 .1 177 120 61 -08 2.2

"lIn U5, dollar serms.,

! Compound annual rates of change.
1%m|ﬂmﬂdmdmﬂﬂit}lpﬁ:hﬂiﬂ:nﬁgﬂtﬂhyﬂt U.5. dollar value of exports of each commedity ﬁmﬂhﬁu

coumiries im | 9T9-81.

* Based on averages of individual commodity price indices weighted acconfing 1o the 1980-82 composition of commodity expons of the
respective groups of developing countres.

* OF the twelve major oil exporters.

"E'l.putta;lh]lﬂ\: imdusirial coumtrics.
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Current Account; Summary

Table AM. Summary of Payments Balances on Current Account, 1981-90"

(In billioes of U.5. dollars)

14981 1982 1983 1554 15ES [0 157 18R 108% 150
Industrisl countries =17 =174 =ir4 =493 =520 =14 =363 544 ~T1.6 &AL
Uniged Sranes B2 =7.0 =441 =ID42 <=II27 =I353 <|437 -—IM5 1251 -13R7
lupan 48 6.9 0.8 150 4493 858 7.0 9.6 T30 807
Geerensny, Fed, Rep. of ~1& L | 513 a9 6.6 M4 44,2 456 53.4 5.8
{mher indusirial couniries =130 <34 =43 —_ =5.0 =43 -ME -5l -Tt% =73
Drweloping coumieies =433 =1 =ET.4 =175 =18 ~41.5 4.1 4.1 =13 =163
By reghen
Africa =324 =216 =123 -£.0 =12 -l04 -3.1 4 8.3 -1.5%
Asia =|&.T =& =42 =4 3 =140 s 2.5 123 4.3 18
Europs =B.6 =20 =22 =), 3 =02 =1.% 1.8 T.0 51 F i |
Wliddie Enst 485 48 =94 =118 =36 =i ] 8.3 6 -6
Western Hemisphere =420 =40 8 = =1.3 =38 =l6.2 -10.4 -7 |0 -130
By anslvikcal criteria
Fusel expaners Br <154 <169 =1.6 18 -31.4 -3.6 -1l -5.2 -3.3
Non-fuel expomers -3 <617 Y M0 -6 -9 T8 1ok =1.1 -11.9
Market bosrowers -5ig 492 -3 =1.1 32 4,3 i3 12.4 B4 1.3
(ifecaal bofrowers -20.,0 -17.5 -11.4 -13.1 -1i4 =I5 -10.% -13.3 =13.1 -15.2
Coaaniries with recent deba-
servicing difficaliies -Hr0 B2 -3 -13.3 -106 =330 -154  -18.0 =179 =352
Coantries without debd-
servicing diffbculiies -23F =228 =352 <137 B9 -4l 4 1.9 4.9 4.8
(Hbr coumlrie -1.1 £ 6l 7.1 10 1.3 53 -3 -1.5 -1.8
Todal® 8.1 g7 =T3H =797 =718 =515 =D& =i, | =T =HE.&
{im percent of
exports of goods and services) -1.5 =38 -1.9 -3.0 =27 -1.8 =08 =1.7 =2.0 =1.9
Memorandum
Total, by selected calegorics
Trade halance 14.7 =7 59 14.3 E3 L M3 ilB LN 362
Timing asymmetry” =20 —h. L. —_ T.0 0 5.0 130 B0 1i.0
Residual stymmeery 16T 5.3 19 14.3 1.3 14 B3 188 5.1 5.2
Balance o Servioes =176 —BB.6 ~-T4.0 -89.0 -134 =51.7 493 =850 =I0B& =110.3
(in percent af servioes debits) —H.% LN 8.2 -10.4 8.6 -5.5 4.5 -6 B =1.8 =T.4
Prvale tranifers, nel 4.0 1.3 3.2 57 4.9 35 L B4 6.5 Bl
(Oificial ranafers, net -4.X =10.7 4.0 -10.7 -11.5 =14.6 =199 =205 =184 =21.2

! Including official transfers.

! Covers estimated balasces on cwment trandactions only in cosvertible cumescis of the US.5.R. and monmember coustries of

Eastern Ewarope.

' Reflects ermors, omiiisons, and aiymemelries in reported halsnee of paymenls slalistics on currenl accousd. plus balance of listed groups

with coungrics nod inchaded .

4 Stalf estimales of the difference betwoen the begimning-ol-year and end-al-year “floar,” that k. the value of those exports that have not
yei boen recorded a8 imports (usually because the poods afe in trassit of because of delays i the processing of the docamentation). The
citimabes showhl be viewed only as roagh orders of magnitade.
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Currend Account: Industrial Countries

Table Adl. [Indusirial Countries:

il billbons of L5, dollss)

Balance of Payments on Corrent Account, 1981-90"

1981 1982 1983 1984 [ 4] IS 157 I1%&H 1589 1540
Balanot on currenl stooust
Canada 5.1 2.3 25 21 -].5 =T.6 =T. H4 -15F 163
Usnited States 82 100 =443 1042 1127 -I3R3 AT SIS 1350 -3
Jagum 45 6.9 L8 350 9 2 i 00 .6 2.0 BO.Y
France 48 =12l 47 D8 -0} 10 -4 43 33 49
Germasy. Fed. Rep. of ] N | i3 o 166 T4 442 48,6 434 S8
lealy -1 =52 1.5 =25 =1.7 2.6 =1.5 -332 -1 -0
Usiited Kingdaom 4.1 82 i9 18 4.3 .2 -60 -0 -6 267
Oxher indusirial coaniries =181 =45 5.4 =16 =19 =2.5 -1 -122 -ITE® -89
All Indusicial cousiries =337 =374 <ii4  -EA3  ERD -ii4 M -S4 -TIE N6
Of which,
Seven major countnies abave 44 =25 <130 -57T7 -4B2 99 ML 422 -7 -S04
European countries =¥ 2 =X.0 54 180 L 534 N0 127 T.8 BA
Eugopean Commnunity -6 -8 h.2 ([LE 17.8 5.2 5.9 16,1 59 B0
Balance on goods, serviees, asd
private transfers
Canads =54 20 24 2.3 =1.2 =1.3 Ay -0 -133  -15%
Usited Staes 126 =03 =30 856 =005 1215 1336 -10162  -1062 1398
Jagus 6.2 g1 222 L 505 7.3 0.7 #1a 753 4.0
France =18 9.3 =26 .1 1.0 i =1.10 -0.2 -1.2 0.2
Germasy, Fed. Rep, of 2.4 in.1 1.6 16 26 &6 8 154 0 [N (SR
1 -K5 =57 1.5 =25 =35 5.6 0.7 =34 5.0 B0
Usited Kingdom 17.3 1.3 B8 5.6 87 35 D6 =208 =26 -FA
Oxher indusirial cosntries =31 =137 =B.2 =07 =11 =1.8 =55  -12® -IET -2
All indwstrial cousiries 4.5 =77 =32 =375 =265 120 -1.4 =179 =11 =35
Of which,
Seven mapor countfies shave 2.5 6.0 0  -ME -2)0) 19.8 4.0 -51 -M44 -l24
European couniie =i.a -1.3 6.5 2.1 6.0 T3 5.5 asa .9 3.7
Ewropean Communaty -39 -8.7 IR 2006 209 i 5.1 £ | 4.3 e
Memorandam
Balance on currend stoousi
s percentage of GNP
Canady =1.7 0& 08 06 =04 =11 =1.7 -1.7 -9 13
Umited States 0.3 -0.2 =I.3 =24 =24 =31 . 3.8 -4 -1.5
Japus 0,4 .6 1.8 2.8 3.7 4.1 LN 1% L3 9
France 0.3 =22 09 2 .| 0.4 0.5 0.4 06 0%
Germany, Fed. Rep. of 0.4 0.8 (LR I 6 6 4.4 410 40 4.5 4.5
Traly =22 -1.5 m4 At =09 0.4 0.2 0.6 -1.0 =1.1
United Kingdom 1.7 ) i3 .6 0.9 - -0.9 -3 -1.7 -1
Oeher indusirial counines -2.5 -3.2 =05 =2 =04 .2 )4 0.6 0@ -8
All imdwstriall counbries b3 -4 =03 a7 =5 =1 -3 -4 0.5 4
O which,
Seven mapor countries shove 0.1 — 0.2 .8 =L ). | 0.5 1.4 -0.% .4
Ewfopean countries =.7 =0.7 0.2 (LT 0.8 1.3 08 0.2 il [N
Ewropesn Community =, 8 =0.8 = [ 0.7 1.5 04 0.3 i 0.2
! Inclading official transfers.
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Cuarrent Account: Indusirial Countries

Tahle A3Z, Indusirial Couniries: Current Accouni Transaciions, 1T981=%0
{la billioss of 1.5, dallars)

1981 1982 1583 1984 1984 b ) 1987 1968 15989 15D

Experts (l.ab.) LAEL L3R4 L3S LI%EE 12347 14406 16HS0 19439 OTLY 22676
Irnperts (f.a.b.) L35S L6723 10319 12302 12830 14490 17132 19555 LOER.T 2109
Trade balance -H.7 -25.H =265 =51.4 5.3 -1.5 -18.1 =116 =16.5 =43
Services reddapls G0l . 3945 3456 1.3 S G429 8371 9541 10354 10144
Services paymenis 380 $70.0 08 460,35 768 [ LA 842 9558 1JH&62 10300
Balanoe on services 2.9 252 2.1 17.8 3.2 322 2.9 -1.8 -M9 =156
Balance on
poads and services -1 L& 1.5 =15 —-25.1 4.7 4.7 =1x4 =314 =9
Private trassiers, met =47 4.7 4.8 40 44 AT A 48 57 1%
(rfificzal transfers. net 172 =196 <190 <28 -343F -4 -MAE -4 -MF -3
Balance o currenl actoEnt =137 -174 =114 =593 -E1.0 -12.4 -3.3 -54.4 =176 9.6
Memorandum
Current ac<ount balance
as percentage of GNP -0.5 0.4 =0.3 0.7 s -1 0.3 0.4 0.5 .4
Current account balance
a percentape of capons
of poods and services =1.3 =1.6 =1.3 -3.3 -8 .6 -1.4 -1.9 -2.5 -2.1
Exporns of gpoods and services LEIDD LTINS 16739 LT 1LEMAT D345 252201 89RO 30976 33810
(il wade balance” =24 =17 -165.0 <1614 1432 -B93 -1053 -9 1142 1238

! Figures shewn are on a balasce of payments basis with rough sdjestments to thase countries” ol trade balance data that asc only available on a trade
peiusms hasis,
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Current Account: Developing Countries

Table A33. Developing Countries: Summary of Payments Balances on Current Account, 1981-90"
(la billioes of U5, dodlars)

1581 1982 1983 1984 1985 1966 1987 1988 1989 1550

Devebaping couniries =433 T B DS GE <Al 4l 8.1 I T T
By region
Africa =4 NA& =22 B0 =12 -10.4 -1 -9.4 -8.3 -1.5
Asky =187 =l6A =]42 =43 =140 38 21.3 123 413 24
Europs =&.6 =2.9 =3 2 =3 =,2 =1.3 1.8 1.0 LA &1
Maddie Pasi 4% 5 48 =194 =138 =36 =17l =14 -4.1 6 0.6
Wesiern Hemisphere =420  -40% =B 6 =1.3 =29 <162 104 -I0.7 4.0 -130
By predomimsnt expsori
Fised 32 =154 =169 <16 18 =34 38 -9l 41 -3
Mon-fuel exports =755 =617 807 M0 -M& 4.9 1.8 [ -1 -13%
Mamufsctures =34 =123 <=I0E 21 =12 45 4.5 286 12,3 12.0
Primary products 250 =190 =47 =135  <I04 <116 136 145 136 176
Agricubtural products -159 128 -1l =10 5.1 G LTI B T I R T R L X
Miserals 50 =52 =33 =04 =24 AT S8 Al 24 4%
Services and privase
transfers =1.0 5.7 6.2 =31 i =51 -3.0 5.0 f -£.13
Diversificd expon base =131 =37 4. =15 =014 2.3 1.9 2.0 -1.3 1.
By Nnsncisl criteria
Med crediior cousiries Bl 5 8.9 =]} 1.5 12.7 1.9 18,2 1.2 15,3 14,7
et delbior countriss =078 <10é60 566 MO -MHI 483 -4 -43 324 -39
Market bormowers =51.E 49,2 =12.7 =1.1 5.2 =2 1.2 124 B 1.3
Diversified bomowen -35.0 -39.3 =115 =16.8 =ZT.4 =31.1 = |5 =15.3 =|B.2 =230
Hficial Bomowen =20.0 =11.% =11.4 =13.1 =124 =[1.B =08 =133 =131 =152
Coungrics with recent debi-
servicing difficulties -H2.0 =3.2 =31.5 =15.3 =[0.6 =33.0 =] 5.4 =1%.1 =179 =26,2
wrvicing difficubties =258 =1LB =252 =15.7 =23.9 =|6.1 1.4 1.9 = G =4 &
Miscellanecus groups
Sub-Saharan Alrica =t -H.2 =3.6 =13 -1.3 -5.8 =5 =& 1 £ B =& 4
Twelve mapor oil eaponiers 48.3 -7 -20.8 -5.5 1 =26.8 =4 4 =13.6 =] ] 0.3
It dellor fuel expaners -30.8 = | -11.5 1.9 0.7 =23.0 =19 =[.1 -B.7 5.9
Four newly industrializing
AR CORdmnes 1.2 -8 1.& b 1.2 i3.2 X3 IE | 5.0
Emall low-income economics -10.5 =i .0 -1.2 -1.3 =14 =83 =104 =102 =|01.2
Fifbeen beavily mdebued
Counknes -50.4 -50.8 -15.3 -1.5 0.2 =112 =9.0 =98 -B.9 =13.3
! Including oificial ransiers.
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Currenl Accounl: Developing Countries

Table A3, Developing Countries: Summary of Payments Balances on Goods, Services, and Private Transfers,
198190
iIn Billbons of LS. dollars)

1561 19861 15E3 a4 1985 1985 1987 1988 9as 1550

Deveboping countries =503 =E5.0 =i B =376 =M.8 =56.1 =4.7 =21 =234 =31.2
By reghon
Africa =261 =150 =157 =11.2 -5.3 =15.5 =103 =151 =145 =134
Asiy =116 =19.5 =17.0 =1.2 -16.8 0.5 182 B3 0.6 =].1
Enrope =31 =3.1 =16 =6 =04 =01.6 1.4 s 4.8 1.5
Middle East Al 4.1 =21.0 =162 -1.9 -21.9 =£5.9 =114 =2.7 4.0
Weslern Hemisphere -i16 =dl& =105 =1.4 =43 =1T7.6 =|2.1 =|2.5 =105 =l45
By predominant export
Fuel 0.2  -108 -3 1.4 56 -19.5 =1.1 - 6.9 =33 =1.3
MNon-fuel exports —E9.5 =T4.1 =51.6 -19.0 =404 -26.6 =87 =7.1 1%.1 =29.9
Mo acheres =3.1 =145 =13.6 =1.2 -12.3 -0.8 20010 24.0 13.6 7.2
Primary products -18.1 =114 =184 =17.1 -14.5 -16.3 =28 =202 =95 =233
Agricultaral prodiscts =18.1 =15.1 =138 -12.7 =111 =114 =15.8 =158 =|5.2 =170
Minerals =11 =7.1 4.5 =44 =3.3 -4.9 =5.0 =l 4 =3.7 =1
Services and privale
tramsfers =104 =10.4 =2.7 =107 =105 =3.5 =9.3 =103 =36 =105
Diversified export baie -8 =168 =120 -10.0 =31 — 1.3 {6 =35 -3.3

By financial criteria

Nel credstor countrics M6 i34 1.8 6.5 15.% 0.5 ZL.1 9.6 7.8 17.1
Mol deblor countrics -121.0 -118.4 .5 -1 506 866 -39 =337 -40.2 -4B.3
Market bomowers =53.5 =0.7 =13.1 =14 .6 =7.3 .4 11.5 T8 i
Deversified bormowern: -il.6 =453 =6 =133 -35.3 -39.2 =21.8 =226 =23 =2
Odficial bormowen =158 =234 =17.8 =194 =198 =20.1 =95 =226 =227 =37
Counkries with recent debd-
servicing difficulties -ER0 -R9D =378 -21.2 -17.8 -40.8 =218  =26.d =211 =34 8
Countries without debi-
servicing difficulties =13.0 =204 =31.8 -12.9 =32.7 -15.8 =7.1 =71 =[d. 1 =135
Miscellanesus groups
Sub-5aharan Africa =129 =115 4.0 =6.6 =T.1 -10.2 =114 =135 =12.8 =10
Twelve mapor ail expariers 545 =14 =169 -1.4 50 -24.8 =16 =114 1.1 2.6
el deblor fuel exporters =39 420 -11.5 1.9 -0 =138 =413 =164 =4.1 =7.3
Four newly industrializing
ALian econOmies -1.3 =LR 1.6 .t 0.2 23.2 4 7.8 26.2 25.1
Small bow-income econamics =l4.8 =141 =105 =11.7 -12.3 =133 =148 =175 =17.7 = | B4
Fificen heavily indebied
coumiries =511 =51.3 =160 =1.9 =1.0 -17.8 0t 105 9.5 = 4.
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Current Account: Developing Countries

T;-rmﬁ Developing Countries: Current Account Balances as Percentage of Exports of Goods and Services,
1971

{ln percent)
Averape
1971-80F 1981 1982 1983 1584 1985 L 1987 198% 1989 Lo
[eveloping coundries 0.4 56 -l ] =0 =t il 0.5 =11 0.5 =16
Memorandume Medas extimale -11.7 -89 =230 -9 -3 -122 -125 -115 -100 =89  =ll.]
By region

Afmnca -11.8 -4 211 -159 102 -1.5 148 65 =I1.5 -8 =B.4
Asia 4.2 -4 -1.9 .5 -1.7 -5.8 1.4 6.2 1.9 LR 0.5
Europe -13.3 =l4.4 4.4 -3.4 .4 0.3 =20 24 a4 58 1.3
Middle East 3.7 8.2 2 -4 4.0 -3 -l44 =17 =h.1 0.4 =04
Weutern Hemisphere -20.% -3 -1a 4.1 =10 -3 -149 -5.7 =1.9 =b.3 =B.3

By predominant cxport
Fused 154 2.1 =51 =4 .46 1.2 -18% -1.9 =100 -4 =14
Maon-fuel exports -12.0 -8 156 -102 4.9 -5 =1 1.4 1% =i}.3 =1.7
Manalacbared -10.9 -12.4 4.9 -4.2 0.8 -2.4 1.4 N | 5.0 14 21
Primary products -15.9 -433 -M) -M0 -5 -0 -0 -7 =223 =192 =HM4
Agncultural prodeits -13.7 400 -¥Mée -N3 -IDe BRI -Ha -BF -l -5 -3
Miserald =214 =504 -0 -NA XS -8 -2 -XNT -S -103 -ED

Serviess amed privae
trass fers -18.% -4 -19% -1935 B8 -4 -161 -I1530 -162 -140 148
Diversified expon hase -3.5 =21 =40 -154 122 0.7 i9 56 P ] =13 =1.2

By financisl criteria

Med credilor coundries 5.6 26.2 14.1 =0 21 E& 6.1 1.9 4.4 B.& 1.7
Mizf debilor cousiries =08 =206 =216 =11.7 =59 =6.T =97 =2 3 =23 =310 =3.&
Market bomowers =13.7 =128 =197 =50 =4 1.9 =2 d 15 332 20 1.6
Dhiversified borrowers -0.8 =174 =209 =187 58 =143 =170 =67 .3 6.8 5.1
CHficial borrowers =21.T -36.1 =326 -MB =23l =¥27 =ML3 =173 =189 =178 =94
Counkries with recent debi-
servicing difficulties = 2.0 =MLl =34 =136 =i, 2 =44 =152 6.4 =k =, 8.6
Countries without debi-
servicing difficulties =7.0 =103 =01 =100 =5.7 =5.7 =56 0.4 (1) =1.0 0.9
Miscellancous groups
Sub-Saharsn Africa -18.4 =355 =325 =113 -I12.3 -3l =21.7 =226 =276 =222 K3
Twelve major oil exporiers 0.0 15.1 =2.7 =95 =16 1.1 =198 =29 =00 = 0.2
Met debior fuel exporiers =33 =201.7 -=-M.5 -103 1.6 06 =315 =40 =158 =7.5 =55
Fowar mewly imdustrialivang
Asian eConmics =56 .6 =1.5 1.4 4.9 T.6 14.5 ld.4 .7 B.b6 1.6
Small low-income economics =293 454 =450 =¥1.3 =3.7 =334 =3& =320 =T MO =152
Fifteen beavily indebted
Countries =17.2 =306 =357 =113 =1.0 =01 =l 3.4 =3 | =5.1 =1.3
! Including official tranifers.
! Excluding China.
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Current Account: Developing Countries

Table AMG. ng Countries—hby Reghon: Current Account Transactions, 1981-90
(In billicns of LI5S, dollars)
1981 1982 19E3 | G4 1985 | G 1987 1988 15EG 150
Developing comnirics
Exponts (f.0.b.) all.E 54315 5142 546.6 5231 456 8 5054 678.2 T4 H 10,4
Imgsorts: (F.0.b.) 5631 5 5226 48R | 489 0 472 4 4T2 6 5197 6114 T, 2 TEL &
Trade halamce 48 3 20.9 6.0 516 50.7 145 55.7 44 7 0.7 46 8
Cervices, nel =163 =110.3 =R =10X9 =93.7 =El.& =T&.6 —R.E R4 -5p.2
Goods and services balance =SB0 =RB94 =TT =63 430 =673 =3O S0 306 444
Unrequited trassfers 14.7 123 1.1 18.8 21.2 6.0 1.1 26.9 26.3 281
Current sccount balunce =433 =77.1 =516 =X1.5 =21.8 =41 % 4.1 =N =13 -18.3
Memaorandum
Exports of goods and services THY B 04 G581 620.2 el 1 649 752 8 BE5. G 800 10133
Investment income, met’ =158 =280 =13 =39.5 —40.9 =-38.3 =42 & =432 =42 4 AT
OF which,
Interest payments’ =T -Rl4 =TS -ERD -BAT R4S -BAO 023 000 -100.2
il rade balsmce e | 1736 139.4 139.3 1151 73.0 BE & B4.0 .4 1DE.0
Africa
Expornts (f.o.b.) TH. 4 6.9 5.0 &7.1 6.5 5.5 65,1 [ %) 9.7 4.1
Imgpons (f.0.b.) H2.7 T2.2 626 9.9 51.6 54.1 51.3 [ L] 65,7 689
Trade balence —d_3 =53 24 1.2 129 4.4 T.8 34 4.0 82
Services, net =220 =210 =196 =200 =20 2 =22 4 =21.2 =21.7 =21.7 e |
Goods and services balance =212 =33 =170  =I2E =73 =IB0 =i34 =182 <I77 -9
Unrequited iransfers 4.8 4.7 4.9 48 &1 T.& 4 L] 9.4 2.3
Cugrent scopusd balance =22 4 =216 =12.2 =&.0 =1.2 =104 =5.1 =G 4 =H.3 =15
Memorandam
Exports of goods and services 925 TS TH. 8B TE 4 .2 0.2 TR 4 Bl 4.7 9.6
Investmem income. nel’ =55 =68 =14 8.3 =% =0T =II& =123 =24 -i29
O which,
Ieserest payments” 8.3 8.6 87 =107 =Ll =21 =130 -1A7 -2 -l46
04 ieade balance 6.0 19.5 7.1 18,6 18,9 9.6 [1.2 a6 1.4 126
Asia
Expons (F.o.b.) G0 30 ITILE %R 96,3 265 A6 MED  WE4 4330
Impons (Fob.) W06 IERY 189 2020 42 2035 663 3N04 0 34 4284
Trade balsnce =217 =27 =154 40 =119 0.6 18.1 105 49 4.6
Services, mer =ifi_4 =i} =4 =10.3% =| 0.3 =T.5 =73 =H.6 =10.0 =116
el amed services balamce =280 =267 =24 8 =14.3 -23.2 =8, T 10§ 210 -5 5.5
Unrequised iransfers. a3 (LN 106 10.1 2.2 104 107 103 2.4 @7
Cusreni scooust balance =187 =1 =142 =i}, 2 =14.0 18 21.5 12.3 4.3 28
Memorandsm
Expors of goods aed services 25 il &S 245.7 24319 2691 344 8 4193 479.5 16,2
Investmend income, net’ =1.4 =5.4 -5 6.5 -T.6 -R.7 A& 4.7 -3 4]
OF whish,
legeres p“mm" =121 =119 =136 =|6.T =| 7.8 =| 5.2 =210 =21.7 =236 =247
K] irsde halance =0 R =03 =£E.4 =2 K =3.4 =31 - i 4.9 1.6
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Current Acoount: Developing Countries

Table AM (concluded). Developing Countries—by Region: Current Account Transsctions, 1981590

{In ballsons of U.S. dollars)

1981 1982 1983 1984 1985 19t 19=7 9= 195G 1950
Europe
Exports (f.o.b.) 417 459 454 LG 518 533 S5E.E e | [ 68,1
Impsars (f.o. b iTe 510 0.9 1.5 LEN . 56.3 5.7 Bl.3 65 6 TL.3

Trade balanoe ] =11 -1.5 0.9 -1.8 e | =9 B LUK =3.0

Servioes, nel 43 43 A1 A4l -3 A -2 -l3 09 D4

Gods and services balance -144 74 65 50 49 61 14 15 D3 34

Unreguaited transler iy 4.5 4.3 4.7 4.4 4.9 5.2 5.5 5.3 5.5

Current account balance $6 -29 -2 03 02 -13 1.8 7.0 5.1 21
Memarandum
Exports of poods and services L0 (L1 0.6 63,5 4.6 7.7 T5.2 Bl EE. 1 9.0
Investment oo, et 4.2 -1.9 -1.0 -1.0 4.7 -71.3 =1.7 -T.8 =£.1 -B.13
Of which,

Interest |:|u]|-rr-|'l:p:I =4 -H. -1.9 -5.1 -8.2 -H.H =93 =08 =10.T = |0
(il prade balanse ~1i4 4.4 -5.3 -8.7 -8.7 -5.6 ~6.5 -5.8 =i =i
Middile East
Exports {l.o.b.} 2l 1736 137.4 128.3 120 T4 051 4.5 108 6.2
Imports {Lo.b.p 1241 13010 1£2.x [NLIR.S 93 E2.0 Hd 4 1.1 O T 1037

Trade balance #7.0 416 5.2 17.5 18.3 =45 0% 15 121 12.5

Services, mel -8 -M6 X0 -9 -0 -I1E <130 82 -8 -2

Goods and services balance 5.0 130 -138  -10.5 -18  -164 <21 58 29 0.4

Unrequited transfers 66 -#1 %6 -3} -8 07 16 <25 =14 -0

Curment account balance 48.5 43 194 -138 36 -1T0 <36 8D 06 0.6
Memorandum
Exporns of goods and services X100 X4 1833 1728 1536 1IBE 134E 1369 1532 1603
Investment income. nel’ I I5E Frd ] 1749 6.1 17.6 4.0 15.0 161 14.5
U whach,

Imbeneid |:|u;|r--|ne|1|1|.E -5.8 5.9 -1.2 -H.5 5.4 -5.4 ~H. 6 9.4 R =103
(sl irade halance 191.5 149.%9 1100 1054 95 55.0 L1 . 1 T | L |
Western Hemisphere
Exports (o b.) L& 1.1 LR 10146 965 EI.1 a6 15,0 e I1EE
Inaports {Fo b} 1035 837 [ ] 638 633 .3 7.7 B0.5 B2.7 91.3

Trade balamce -1.9 T.4 0.2 k| 331 6.5 1.9 HE M1 3

Services, nel —40. 5 494 —H0.7 4.6 -38.0 -36.9 =36 ~40.0 i1 5 =45, 1

U amed servioes balanoc 43,5 -41.0 =114 =17 -5.8 -21.1 =148 =15.5 =135 =IT.6&

Unrequited transfers 1.5 1.2 1.5 2.4 2.9 18 4.3 4B 4.4 4.6

Cusrent acoount balanoe -42.0 =405 =y -1.3 -1.9 -16.2 =14 =00.T L =130
Memnorandam
Exports of poods and servioes 137.7 1E:.2 1141 [EUE 124.8 1%, %5 135.0 1445 153.3
Investment income. Bt -4 -6 320 -HY -32E -2 =S =34 =MS =361
M which,

Ingeness |!|nl3|-r-|'ﬂ.|-t -38.4 -45.1 ~4).2 =] -41.1 =363 =341 =37 .6 =417 =430
il rrade balance 3.1 1.9 3.5 1.2 189 1.0 199 Fe | 5.3 B6

! Comprises all investmenl income. exoepl payments of iscome on lofeagn difecl imvesimenl: receipls from direcl imvesimend absoad by

resadonls are incladod.

¥ Including dividends and other mvestment income payments sl related 1o foreign difeet investment,
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Curremt Account: Developing Countries

Table A7, Developing Countries—by Predominant Export: Current Account Transactions, 1951-90
ilm ballsons of U5, dallars)

15%1 1982 1981 1984 15985 156k 1987 1988 1589 19450

Fuel
Exports (f.o/b.) 345 H49.9 2001 .6 1579 124 8 152.0 149.3 1718 185.7
[mports (fob.) 1522 174.% 148.% 1342 178 1046 14,7 1164 122.2 13015

Trade balanse 1X2.3 T4 4 B G 44 T 0.3 47.3 9 S06 55.2

Services, nel =T ¥ -T0. % -61.% -4l 3 =521 ] =156 =390 ~4313 =470

Goods and services balance 2.3 4.7 1.0 14.1 184 -19.3 BT = | 7.3 B.2

Unrequited erasslers -19.1 -0, 1 =179 -15.7 -15.2 -12.1 -11.4 =130 =11.5 =115

Cwrrenl account balamde 3.2 -15.4 % =16 1.8 -3 .4 ] =191 =5.2 =3.3
Memoranidum
Exports of poods and servides 3526 3003 2579 2543 M1 167.2 1%0.0 191.3 2175 2310
Isveitment incomss, ek’ 17.5 3.8 G A3 1.8 56 1.3 1.7 0.4 =16
O whesh,

[mterest payments’ 190 =37 =M M8 M4 RO -6 =Ml -Me =207
Oul trade Balasse 1748 rird e 1835 175.5 1476 913 135 1077 26,0 135.2
Non-loel exporis
Exports (f.o.b.) oy M a0 80 3353 MO0 0 4434 52890 IO 6d4n
Imponts (F.o.b.) =3 sz EEL R ELLR K5 580 435.0 S17.1 5519 633.0

Trade balance =T4.01 e =363 =168 =194 ] .4 11.% 0l -84

Services, nel —3h. 2 -19.% -38.3 456 416 42,0 =401 -3].8 =4 1.0 =}, 2

Chouds and serveces halance L1 el -14.8 -4 1.0 5.1 -31.T =300 -9 -52.6

Unrexpaited translers EEN | 34 4.0 4.4 4 .0 ns kLR i w7

Currenl account balisce -T6.5 41,7 40T 20 M6 -89 T8 0.0 =21 -12.9
Memorandum
Exports of poods and services 4071 G2 40} 439 4M0 4677 618 6b4F TIZS THIA
Inveitment mcome, net’ -33.3 ] S L e 427 427 439 1.9 e 418 N |
O which,

Interest payments’ -$E  G1E 368 412 433 429 634 080 -TAS ST
] drade balamce s 47,6 -431.1 -36.2 -32.4 -30.3 -25.2 =137 ] =27.2

Manufsciures

Exports {f.ob.) 195.9 1951 3.3 35 THE 259.0 R 8.4 b 4768

Imports (fo b} s 212.0 ki3 1.6 8.6 519 5T LB a6 5 465.2

Trad: balare =-31.0 -|6.9 .4 55 4K 6.2 23.2 7.5 17.1 1.6
Services, nel -13.4 -16.5 =129 -15.5 -15.8 =01 -13.0 =] 2.7 =114 =126
Goods and services balance =4 .4 -33.4 =33 4.9 -30.5 5.9 [uN | 14.8 55 =01.0
Unrequited transfers 12.9 I 116 2.2 13.4 4.4 4.3 13.8 12.8 13.0
Carrent account balance -31.4 -¥1.3 =& 2.3 -1.2 4.5 4.5 8.6 18.3 120

Memorandam

Exports of goods and services 2ig M1y MAY XMOBR  MIA0 3.7 4009 4B5.0 M5 S800

Investment income, nct' 2.6 -M2 -205 -8 -6 -8 -09 =06 -177 -180

O which,

Inicresi payments’ 313 -MU -6 -2 37 -8 -8 B -ME 404

Ol rade halance -4, 7 =313 s | -27.4 -34.6 -15.5 =193 =191 =21.8 =234
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Cuarrent Account: Developing Countries

Table A3T fcomtinued). Developing Countries—by Predominant Expori: Current Account Transsctions, 1981-90

i billsons of U5, dollars)

1981 1982 I5E3 IGE4 19835 1984 1987 1988 1939 19590
Primary prodects
Expots if.a.b.) 419 402 40,2 415 432 419 458 5.0 56.2 514
Imposts if.o.b.) 55.6 A6 | 4.4 40.% 352 41.6 47.7 il6 54.1 516
Trade balance =107 =59 =% 1.1 4.0 14 -5 0.3 P A | —
Services, nel =69 =173 -I8% -M3 BT -ML: M -6 -7 =154
Gonds and services halance =287 =21 =192 -080 -7 -TE -1V -ILI -ll6 =155
Unsequiicd transfers i 42 4.4 4.6 51 .2 1.2 1.7 1 1.8
Curres sccounl balasce =250 =190 =147 =133 <04 -|l6  -156 -145 -136 -174
Memaorandus
Exports of goods and services 51.7 516 50.3 510 522 534 58.4 65,2 .7 724
Imvestment income, net' B =3 =122 l40 =36 =i28  =1%]  -l4d =36  -I6F
Of which,
Inerest payments® =118  =I3E =138 =155 =150 =l44 -]45 -0 -ITT 188
Ol erade balasce =5.5 4.7 =40 =34 =%.2 =24 =21 =X 2.5 3.0
Agricaltursl products
Expors (f.o.b.) .8 6.9 6.8 Fo | 8.9 .7 i X H2 kI i EL
imepons if.o.b.) e 2o 8.8 4 8.0 300 522 ELRL 37 4.5
Trade balnce 78 =50 =20 03 0.9 X I B . R
Services, net =109 =110 =127 =136 =R -7 -l43 150 -l6d4 174
Groods asd services balance =BT  =l6l =147 =135 <23 <130 -17E -12E 179 -19.
Unrequited transfers 27 13 X6 1% 4.4 52 Bl 6.4 b7 6.1
Cugrent account balance =159 =128 =I1.1 =I0.I -8.1 18 =117 -4 -llE -12%
Memoeandism
Exporis of goods and services 3B 560 M3 3T 364 .2 L 438 476 0.4
Investmend income, net’ =51 -1.3 -£.3 -89.5 -5 -B.6 =0 =9.8 =% =11.5
0f which,
Imdciresa pujrmm"' -7.3 8.0 9.5 -10.4 -5 =H.T =] (L0 =10.9 =124 12.7
(hll irsde bhalance 4.2 4.0 -33 -2.9 -1.8 -.B -1.4 =1.5 -]._3 =0.9
Mlinerals
Exports (fab.) 14. 1 15.3 134 13.4 13.3 13.2 15.2 I7.5 191 I7.8
Imgparts (fab.) KA 4.1 1.6 I.o .2 1.5 13.6 1.7 15.5 16.2
Trade balamce 4.0 -8 1.5 2.5 EN | 1.7 1.6 iR | 16 1.6
Services, net 40 62 -3 4T 43 45 65 15 13 80
Goods and services balance 100 -1 48 42 -3l 47 49 44 -3 -84
Umiregited trassfors 1.0 09 1.0 0.8 LU (R 1.0 1.3 1.4 1.5
Currenl account halance 00 .2 -3 -3.4 -1.4 -7 -39 =31 -14 -4.9
Memorandusm
Expans of pocds and services ne 2] 4.1 6.3 5.4 16| 18.7 21.4 1.1 o
Investment income. met' =M1 4.0 =39 4.5 4.2 4.2 4.1 4.t 4.7 -5.2
L which,
Interest payments® 4.6 4.8 4.4 -4.1 4.7 -4.7 4.6 -5.1 -5.4 -5.9
Ol trade Balance -1.3 0.7 -0.7 -0.% 0.4 0.7 0.7 =1.1 =1.1 =1.1
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Current Account; Developing Countrics

Table A3T feoncluded). Developing Countries—by Predominant Export: Current Account Transactions, 1981-90

i{In billbons of U.5. dollars)

9= 1982 1981 154 15=5 | Gty 1987 1988 1 G [ECCT]
Servioes and private tramsfers
Exporis {fo.b) I4.65 13.3 126 13,0 12.4 129 135 164 17.3 150
Imsports (f.0 b} T4 1.2 .5 373 352 MO 151 g 2 40,0 428

Trade balasce =228 39 =239 =243 =227 =21.1 =21.3 S =237 Sei ¥

Bervices, nei 4.5 51 4.7 LR 10 X0 7 7 4.6 4.5

(poods amd services balance = 5.4 18.7 1%.2 =205 =19.7 =& 1 =176 =141 =1%.1 =144

Unrequited tramsfers i4 120 1 3. 13.2 131 1.0 16 RN i3 151

Current scoount halsnce =7.0 5.7 6.2 =7.3 6.6 =51 50 -] 56 5.3
Memorandum
Exporis of gonds and services T 138 320 321 s k] ] il6 LF ng 436
Investment income, met' 0.5 =18 =2.1 =16 =3.0 =3.2 =37 =43 =4 ¥ -850
O which,

Inkerest payments” . =T.0 =7.2 =1.3 =T7.0 =t & =% -74 1.9 -84
Ol rade balance 2T =25 =18 =26 =21 =0.3 =33 =].3 =I.¥ =1.5
Diversificd export buse
Expoats (f.0.5.) 0.0 450 47.0 9.3 45§ a1 540 22 ] T3
Imports (1.0.b.) 58 .4 519 0.0 49 6 41.7 %S &6 5 554 Bl 3 a74

Trade halance g4 15 39 0.2 4.0 .6 B4 68 e 34

Services, nel =104 (IR -11.1 =l 1.5 =01 -HE A =002 -y =108

Goods and services halance - & 18.7 - 1.1 =I 1.8 =5.0 =g =].5 =34 =B, 7T = ®

Unsrequiied transfers 57 51 49 4.4 4.6 A6 53 54 5.5 £7

Curremi sccount balmce =13.1 13.7 =41 =-1.5 =004 23 ig 20 =|.2 =110
Memorandum
Exports of pocds and services 6l % 569 LN | [N 8.0 9.0 (R TT.a Bii% 75
levesment imoomse, net' =2 =18 =l =52 =5.5 =f3 =f§. 2 =56 =13 =54
O which,

Interes p;}imnh.z =510 =549 =i,2 =7.3 =7 =7.8 5.4 -1.9 8.1 -850
(il rade balance =55 = 3 = 2 =2 8 =2 =] =].4 0.7 =10 -0.%

'{'mn:-’. all invesiment income, excepd payments of income on foreign direct investmend; receipts from direct isvesimeni shrosd by

residents are included,

2 Including dividends and other investmen! income payments nod related to fongign direct imvestment.
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Current Account: Developing Countries

Table A38. Developing Countriecs—by Financial Criteria: Current Account Transactions, 1981-90

iIn billions of LS. dollar)

198 1952 [R5 14984 1985 1986 19E7 | GEE 19EG | 50
Sei credibor couniries
Exports (fo/b.) o 1678 139.0 132.4 115.3 96 1199 123.3 1397 149 4
Imports (f.o.b.) 7.0 a4 065 B TL.Y 67.3 T80 05 4 10%.4 1.

Trade balarce 1121 T1.4 42.F 431.4 431.7 7.3 40,9 21.9 6.3 ns

Services, nel =31.5 w24 =27.9 =260 =]7.1 =70 =87 =1 =, 2 8.8

Goods and services balance B0.7 450 14.3 17.4 266 2.3 .2 21.7 0,0 kL

Unregquited transfers =11 =160 =152 =139 =139 =]2.5 =130 =|4.6 =146 =14.1

Current scoount balance 4.5 259 =1.0 is5 12.7 1.9 18,2 7.2 155 14.7
Afemnoranduem
Exports of goods and servioes b4 048 175.3 l6h.2 1476 1295 153.5 161.2 180,10 10
Investment income, met’ 218 4.4 248 22100 Z1.0 AL 20.3 240 258 25.5
O which,

Interest paymenis’ =19 =2.8 =15 =26 =2.1 =24 =2, T =3 0 =33 =14
Ohll trade balence 175.1 135.1 103,65 a].4 T4.7 455 55.1 406 526 61.9
et deblor comntries
Exports (f.o.b.) 402.7 AT5.7 5.2 414.2 407 8 1923 475 4 5548 G150 &9
Imporis (f.o.b.) 455 5 4263 0.4 SO0 406 8 4053 4606 S1B.0 B0 6517

Trade balance =638 =50.5 =161 14.2 7.0 =130 14.8 169 14.4 a3

Services, nel =T4.8 =539 =719 =T7.9 =T =T4. 6 ] =145 =T, 1 =§2.4

Goods and services balance -118.6 =144 =] =617 59 & =571.7 =54, 1 -57.8 =517 =Ty

Uleereqaited trasefien E Z4 a4 iy 351 185 40.0 41.5 40.9 422

Curreni sccount balance -I07.8 =060 =565 =311 e ] =49 3 =14, 1 =163 =32 8 L]
Memorasdum
Exponts of goods and servioes 5234 491.7 L1 5I5.00 5165 5053 5991 95 TP BXL Y
Imvestment mncomse, et =387 =524 =54.1 ] =6].9 =52, 1 =i =672 8.2 -T2
Of which,

Inteeest mpﬁ’ =T1.1 =805 =750 =855 =54 3 =£2.5 =833 =592 =06 ] -9 8
Ol crad: balasce 452 =S LS 480 40,4 1.5 s M4 A0 451

Markel Barrowers

Expons if.a.b.) 208 & 195.5 203.1 225.4 219.3 2013 626 Li54 1551 &Y

Imsporis (f.0.b.) 2169 1529 1739 I1E]1.6 IT:3 1806 2150 i L1 ] 1153

Trade balasge =53 L6 291 438 47,1 0.7 416 485 463 46 4
Services, net 64 =530 -d35 B -43E 405 S350 MO 409 43
Crowls amd services balance =54 & =505 =144 =28 11 0.8 7.7 B6 54 18
Limreguited transfers 1.8 1.3 (K 1.7 2.0 L 15 LR L2 5T
Cugrent acoount balance =528 =40 3 =]2.7 =1.1 52 =, 2 11.2 12.4 8.6 7.3

Memorenduem

Expons of goods and services 267.2 249 8 1518 2TE.2 2645 210 1208 420 6 46&1.0

Investment income, mei’ =30.2 =387 =30 =354 = =336 =321 =335 =M, =350

O which,

Inscess payrmeenis” 438 =504 A5.] =500 483 444 429 45T 500 510

Chll trmde Bualsnce 226 21.5 219 P IE.% 17,2 193 .0 N6 .2
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Current Account: Developing Countries

Table AXE [continued)., Developing Countries—by Financial Criteria: Current Account Transactions, 1981-50
il billioss of U5, dollars)

1481 1982 1983 1984 1984 1986 1987 1% 198% 157}

Diversified borroweors

Exports (Lo/b.) 154.2 1416 133.1 1482 14%.6 1395 1ty 1896 2.0 IR0

Impoets (Fa b 1827 1658 154.7 155.4 1675 1620 1759 I'#.8 2154 IH2
Trade bakasce -4 282 26 -1 -Ire 233 6.9 -1.2 -1.5% =113
Servioes, el -19.8 <28 M5 =23 -5 -5 -5 B4 - =216
e andd sorviees balance 44,3 500 -, 1 -39.7 -41.3 45,0 =293 =M1.6 =136 =385
Unfequited trassfess 13.2 .7 1.6 13.0 14.0 14.8 150 153 15.4 1558
Cusrenl account balanoe -30 -3} RS -6EF 24 M0 -145 153 -8B -3GO0

Memorandum

Expons of poods and services 2000% 0882 1743 02 e 1828 256 MAT M3 131%

Investment ingoms, et -18 =59 -100 <42 <162 -1B9 20 -¥33 =31y -3

O which,

[micress payments’ =Ie =200 =196 -5 M9 -3 -4 -BE -8 -1Aa0
Okl trade balance 2.7 286 iR .2 .y 150 14,4 7.4 214 13
[MTicial borrowers
Expons if.ob.) g 386 ELH | 4,6 8.8 41.4 439 49,8 524 35.3
Inspaits (Fab. ) LU 634 L8 62.9 &l .0 62.9 65,7 T4.2 .3 g1.1

Trade balance T I e i = i S I e I T & -

Services. nel 8.6 4.0 -1.8 -8.8 4.3 =1 ~10.5 -I1.3 =11.1 =12.1

Cails. anadl services halance =37 RS Wb M) -MEe NS -3 38T -85 378

Unreqaited tramslens 158 164 g2 8.0 1.3 201 2i.5 ii4 214 .7

Curfofl addounl Balisoe =200 -17.5 =4 =131 e -11.8 L -13.3 =13.1 =152
Memorandum
Expons of poods and services 554 389 R 38,7 547 580 62,7 0.2 4.0 125
Investment encomsz, net! 4.7 1.4 -£.1 T Y S | S I SR I QR . Y-
O which,

lnterest payments” =04 =[] =10.% =] 1.3 =] 1.} =116 =126 -i3.7 —]4.% -8
Chll erade balamce =T.J =i i =65 .3 =59 4.7 5% 4.1 4.3 4.3
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Current Account: Developing Countries

Table A39, Developing Countries—Miscellaneous Groups: Current Account Transactions, 1981-90

{lm Bilkons af LS, dollars)

1981 1982 1583 1584 1983 1986 1987 1588 198% 15590
Sub-Saharan Alrica
Exposts ({o.b.) 213 1.5 9.7 21.5 g al.1 2.3 .6 3.7 4.3
Imponts if.o.b.) .4 238 2.2 X8 0.0 22.0 4.4 .0 6.5 %o

Trade halance =5.1 =39 =1.5 1.1 0% 0% -1 -3.5 -3.1 -1.6

Servicos, ot -1.6 -7.4 -1.5 -1.9 -&.3 -7 48 -10.7  -104 =101

Goods anid services balance -12& =113 2.0 ] =-1.7 =T 120 142 =135 148

Unrequited iransfers EX) L 1.5 EX 4.3 4.5 5.5 4.1 6.7 6.4

Carrent accounl balance 5.6 .2 -5.4 -3.3 =13 -3.8 4.5 -£.1 6.8 5.4
Memorandun
Exports of poods and services .2 5.3 ME M5 5.3 26 8.7 X3 30.7 k1)
Irveatmenl isoome, netl’ -3.4 =35 =2.7 =3.2 =36 4.0 4.6 =51 -5.3 -5.8
Of which.

Interest payments® 30 =31 SRl =BT 4 43 52 57 60 43
(il rade balance -0.% ol 0.8 L6 i.3 i LU 0.1 =i, | 0.2
Twelve majar ol exparlers
Exporis (f.0.b.) 2733 2183 I78.7 173.1 154.5 00,2 1225 9.1 138.8 148.8
Imports (Fo.b.) 1506 1524 1333 1.0 8.8 #7110 6.3 o3 6.5 1031

Trade balance 1230 . | 453 56,1 55.7 130 .2 1.0 423 45.7

Services, net =554 <529 <79 <457 =M 270 - M) -Maa -3

Gioods and services balasce 67.6 13.2 =2.7 0.4 176  -13% .6 -0.3 1% 128

Linpequised transfers =193 =202 =181 =153 =156 =129 =131 =i33 -i%0 =123

Carent accoust balance 48.3 =70 <=X.8 =5.5 Ll =268 44 -136 =11 0.3
bfemorandam
Exporis of mnd?.. and services g9 H62.2 2IE.4 2001 1851 135.2 1537 1524 1734 1532
Investment income, net’ 259 24.3 19.6 13.% 120 138 9.8 10.0 15 9.3
O which,

|Ete e p.g.rmz =B =8 2 =52 =|2.5 =26 =]2.5 =128 =134 =14.7 =151
Cwl trsde halance 251.7 1989 159.6 151.5 131.% TR o 4 7.5 1034 [ [ ]
Mol deblor fuel exporters
[-',J.pull.l. [N 117.7 1039 97.2 1064 10310 698 ESX 6.1 L] 1075
|m-||. (f.ob) 105.7 5.3 T0.8 [ 65.4 500 BT 67,4 [ T5.0

Trade balasce 120 1.7 .7 402 LFN. oo M6 JE & kLR ns

Services, nel =39 B =45 6 =354 =34 =34.7 =X2 9 =15 =34 5 =383 =149

Geonids amd services balance =27.8 =379 ~EE 19 [1R'] =231 =38 =|5.7 -B.7 =T.4

LUnreguited transfers =31 =42 =27 =1.9 =16 (LN =01 =01 = 0.5

Cugrenl sooount balance =3B =42 1 =11.5 1.9 ={}.7 =230 =349 =161 =BT =9
Memorandem
Exporis of p;nd.-,' and services 142.3 122.2 1105 122.8 1779 Eig OF 9 L6 1162 1360
Investmend income, met’ 5.5 =11.5 =146 =179 =17.9 [ Al =17.4 =|E.4 =11 =21.2
Of which,

|Eterean mm’ =] 7.6 =201 =192 r W =229 =20_1 =21.0 =22 4 =24 .6 =257
Chil trade balsncs 95.2 E2.3 T4.8 B3 [ ] 458 56,1 558 (=N T, &
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Curremt Account: Developang Coumtfics

Tahle A3 (concluded). Developing Countries—Miscellancous Groups: Cuorrent Account Transactions. 1951-%20

(bn billicns of L5, dollars)

1951 132 1983 14464 1985 195 L1 |4as [ | e
Four newly industrializing

Asian eComomics
Exports (FLo.b.) £4.5 &3, g 0TS 1086 1ML ITS2 0 2173 S8  MTak
Imporis ifob.) 935 q1.5 W1 LI SEE 1l V520,11 R | 2R 1511

Traike balance =114 -H.4 -3.3 ki | Bl 14 2.2 d2l 194 I 9

Services, nel 33 1.3 4.5 iB 1.4 in 4.8 i3 H.7T L

il anad services balanoe -7.5 -9 L3 .5 Ik | sy KTl | RS N1 LR

Umineguited trassbors .3 02 0% il LN % {1 ] ALK | )

Curronl account balance -1.2 -2.4 1.t LY k2 2.2 Ak J7.B po il | 25.b
Memaorandum
Expons of prods and serviees 10K 4 V0.4 174 1342 1344 2 aE 36l EIE 30
Investment sncome, met’ -3.1 -39 -2.2 -1.3 ~ir4 i 5 14 Al 1.2 T4
N which,

Intgress paymeets’ .4 . N &1 4 5.4 s 1 %1 74 34
Chl rrade Babadn =151 =14.0 ~1x4 =134 S IE . 1 -T.9 T4 g4 Jip.2
Smmall low sincoms cooncamin.

Expants il.o.b.) 7.7 158 16,7 176 1 18,2 1.7 el s awy
Imipsarts (1L o.b. 3.2 6 216 2R 8.1 M. it4 W 4 iTw W7

Trade balance 133 =138 =9 =09 =12 -4 -12Y -id4d4 4.5 4.8

Servioos, net 4.8 4.7 4.4 55 44 6.7 7.1 %1 K2 %

Cimsgls. amd servaces halance o | -15.5% 154 =164 =171 -1%.5 ~1w.4% SN -1 T L35

Unseygwited marslers TR 59 %4 a2 9.8 14 0.6 12,3 124 |23

Curmest asccoan balasce 10,5 8.6 1] =72 =13 =X | -£.1 ([T (1T 1.3
Memsrassdum
Enpodts of pocsds and services 3.2 2.3 2.8 a3 28 LR 200 A o I
lvestmnenl snoome, nel' =23 =25 -2 5 -5 -33% 17 4.4 4H A% £ 2
N which.

Interest pavments® =23 -39 =1 A% 38 4.3 A4 £ %4 &8
il rrade balasce ] =15 4.8 4.5 4.3 =34 1.4 1.4 1k v
Filtren beavily indebied countrics
Enports if.o.b.) 1310 1ix: 1l 1254 19,3 o 1133 13 137.1 146 3
Tempodts d1.0.b. ) 1316 & H24 O 8.5 T\ Hb o, 7 [ S | e

Trake halance -6 4.4 2R.7 455 41,0 g 0 1.3 354 154

e, Bel 479 -5T.4 -47.13 AH b 45 4 -4 4 41.1 . &2 &%)

Cimads. aml sepvices halance =535 529 ZJRG 5.1 S | Se . J SRS Y | | 153 145 197

Unroquated ranslers 31 22 12 LT 4,2 iy L L] A 4

Curmest sccoiant balamce =50.4 -850 % =]5.3 =1.5 =3 17.2 Ay b R H i 155
Semorandum
Exports of poodds snd services | 64,7 1422 13610 151 .40 1469 1256 1422 By 3 1780 155 3
lavestenenl idcaise, nel’ -X1.2 =111 S =32 =31.7 L = 1 X0 40,7 43 %
N aluch,

Frterest payments’ 318 455 B3 AT 4 1T 3.3 23 413 e
il trade halance 155 a3 il S 350 2 .3 4.4 L L LR 14 i}

'q_'q,umprm all ievesiment income, cxcopl payments of income on foreign direct isvesiment: receipts from diregt snvestmenl abiosd B

pesidents are ingluded

# Inchading dividends snd other envestment income payments nod relaicd 1o forcign dinrcct investmend,
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Financing: Summary

Table Ad40. Developing Countries:
il billlicas. of LS. dollars)

External Financing, 196 1-9)

14981 1982 1983 | Y 1985 1985 1987 19EE 1G85 15
Developing cousitries
Deficit on poods, servioes, and
privale iransfers' 0.1 B5.0 G568 176 ME 56.1 9.7 b W i 3j.2
Non-debl-creating flows, net 214 26,0 18.7 19.7 izno 1.7 360 M5 e e 3.2
Cificial transfers T.00 .0 9.1 0.1 12.0 14,5 13.% 1510 15.1 14.%
Dhirect investment, mef 17.6 138 12.7 136 0.6 o5 124 13.5 131 15.6
SDE allocation, podd monetiza-
t5on, and valuation changes -3.2 =17 =11 —4.0 Ed 13 0.7 2.0 0. 0.7
Assel transactions, net’ -T8.5 —-4%.4 =16 -15.% -10.% -18.0 = 0.6 =" =114 =115
Wet errors and omisaions” =204 -25.7 =190 4.9 =19 T.0 ] =19 - =
Use of reserves 6.7 LN -2.4 -10.9 -84 4.1 -55.0 4.3 =314 =34 8
Net extemnal bormowing 121.0 Ud.4 2.1 49.5 Hue 41.6 41.5 15.8 L L
Reserve-related liabiligies 6.9 10L& 1.8 4.5 0.7 =33 =5.3 =3.7 0.7 4.7
Mel credil from IMF* 6.6 LR 114 4.7 —_ =27 =5.0 =50 1.0 50
Liabidlities constituling for-
eign authorities' reserves’ 0.3 16 =31 =02 =0.7 =05 (X 1.3 =4 <04
Lang-term Bomowing from
official creditors, net® G .y LK M0 4.1 159 220 18.3 oy LT
Oither net external borrowing” H1.% 531 30b 1.1 1.5 1.0 6.8 1.2 1.3 103
Memorandum
et borrowing from
commercial basks® 1.3 51.5 303 1.5 4.2 1.6 185 =7.5 (%] 1.8
Exceptional financing 120 236 &3 405 iE 459 0.3 508 5.7 wBa
O which,
Arrears 55 13.3 13.5 19 =I1.3 ED 0.7 11.8 4.1 &4
Reschedulings ki) 5.5 24.7 154 41.9 T4 49,1 LN 42 9 kel
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Financing: Summary

Table A40 [concluded). Developing Countries: External Financing, 1981-90
{lm Bilkioss of L5, dallar)

151 1982 1983 1984 1585 I5E 1987 1988 198G 1550

Of which.
Nt debdor cowntries
Deelieit on poods, services, and
privale transfers' 120.0 1184 .5 .1 .6 Gh.6 9 iy 40,2 4.3
Moa-debl-creating Mows, net 4.6 4.0 1.4 1.2 IlL6 »n2 T 54 0 59
Orficial tranifers 131 14 129 13.1 16.0 174 16.% 174 17.4 17.4
Darect investmend, nol 13.2 1.5 LR 9.7 2.1 9 123 17.3 155 1.9
SDR allecanon, gakd monciira-
lion,. and valsation champes -1.7 -0.9 -4 =1.7 6.5 18 52 07 0.1 0.7
Asset transactions, net’ -17.9  -13.3 -4 114 -13.4 =11.0 =148 =138 -£9 =6
MNel ernors and omissions' -16.8 -M6 -116 =41 =1.1 54 =06 =].1 —_ —
Use of neserves 153 it =50 154 =5.1 6.6 =18.3 =7.1 =233 =260
MNet enlernal Bofrowing 112.6 a4 Tl 42 E6 5.5 i 0.2 .4 480
Reserve-related liabalitics 6.9 106G T8 4.5 =0.7 =3.1 =5.3 =17 0.7 4.7
Met credil from IMF* 6.6 6.9 1. 4.7 - =27 =5.9 =5.0 .0 50
Liabalities constituting for-
eign asthorilies” reserves” 0.3 16 =12 0.2 =0.7 =.5 L] 13 <014 <4
Lasng-tierma Bormowing, From
alficial eredivors. ner® 9.4 na 355 E2 N 4.6 1R 2.5 178 me 1.2
Other met eaternal borrowing” 3] L4 | 8.8 14,7 14.8 0.9 14,0 6.0 9.5 12.2
Memorandum
Mt borrowing from
commercial banks® 9.3 a4 8.3 135 59 =3.0 4.6 =2.% BR 9.3
Exceplional fimamcing 120 2.6 .3 4.5 1iE 489 503 0.8 5.7 X8
Of which,
Armars 3.5 13.3 11.5 19 =11.3 B0 0.7 1.8 4.1 =4
Rexchedulings AT 55 M.7 334 41.9 74 9] 174 4% e

MNom: Excepd where otherwise (ootnoled, eulimales shows here ase based on national balance of payments statistics. These flows are nod
always easily reconcilable with year-to-year changes in cither debbor- of credibar-reporied debt stalistics, in part because the latier e adfecied
by changes in valuation.

! Equivaléent 1o current acoound deficit bess official transfers. For the purposes of this table, official transfers ase treabed as external financing.

¥ Perains primarily 1o expon credit,

¥ Positioned here on the presumption that estimates reflect primarily usrecorded capitall outflows.

* Inclsdes wse of Fumd credit under General Resowrces Account. Trust Fund, Strectural Adjustmest Facility and Enbamced Stnactural
Adjustmend Facility. The impact of prospeclive programs is incorparabed. Further details are given in Table Add.

* Comprises short-term borrowing by mosetary authorities from other monetary authorilies.

® Fatimales of nel disherements by alficial creditors (olker thas mosctary  authonties) derived from debl sstistics reported &n
Tables Add-AdT. Official netl disburserments inchede he increase in official clasms caased by the transfer of officially guaramieed claims to
the guaranior agency in the credior country,. wsually im the costexl of debl reschedulings.

! Redidmally calculated. Except for  discrepancies @ coverage., amounts  shown reflect nel exiemal bomowing  from  privade
creditors and short-term official Nows (primarily interest arrcars on affaal debi).

" Based on chanpes i cross-border bask  claimd  fepofted im Ib¢  Fund's  Inlernational Banking  Stafistics, adjusied for
valwation changes afiribaicd 1o eachange rale movements, Excludes sin offibore banking conlers covered by the 'World Economic Cutlook
{The Bahamas, Bahrain, Hong Kong, Netherlands Annlles, Panama. and Smpapore).
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Financing: by Region

Table A4l. Developing Countries—by Region: Summary of External Financing, 1981-90"

{In billioes of U.5. dodlars)

1981 1982 1983 | % 1985 | 9 1987 1988 | G 15PN
Afrlca
Deficit on goods, services, and
privaie transfers 6.1 5.0 15.7 11.2 53 155 103 15.1 14.5 134
Mon-debi-cresting Mhows, net 11 51 4.3 4.3 5E T.1 .6 74 1.7 1.6
Assel runsactions, met =1.3 =0T {17 =11 ~0.9 =06 =1.0 =5 =03 =2
Mt ervors and cenissions 0.1 =1.3 =1.8 =& — =03 0.6 4 — —
Use of reserves El 4.3 0.2 0.5 =22 1.3 -l 1] =21 =27
Mar axterral hormowing 6.2 176 136 E1l 1E ED 6.5 69 0.2 8.7
Reserve-relaied lishilibes 1.8 .1 1.7 0.z =11 =23 =1.0 [1F] ns 1.6
Of which,
Met credit from [MF 1.8 20 1.3 0.6 ol =1.0 =1.1 -{)_1 0.4 1.7
Long-term borrowing from
official creditors T.5 Q.0 B.5 T4 6.1 ET 1.5 6.7 £l B2
(her net external bormowing 6.9 .4 14 0.4 =23 1.5 — ={}.7 0.4 =1.1
Memorandam
Borroewing from commeercial banks P4 .0 4.9 -9 o7 =1.1 =1.3 =1.7 =1 =15
Exceptional financing 18 4.0 B3 53 1.7 I4.6 120 12.3 13.8 11.8
Al
Deficit on goods, services, and
|privale iranafers 2.6 1.5 17.0 1.2 6.8 0.5 =182 =83 =006 1.1
Non-debi-creating flows, net T.3 %] L% ] ] i3 9.4 15.6 1.7 110 1.5
Avisel transactions, met 4.6 .l =37 -3.4 -£.5 -T.1 5.4 =12.0 =T.1 -B.8
et ermors and omissions -3.4 .3 -3.4 -3.2 .5 I.6 .5 -1.2 — —
Usie of reserves -H.6 -5.4 2.3 -8,2 -T.1 -24.6 416 =123 =171 -17.4
Met external bomowisg e 3.7 ot 7.5 1&.6 . | B 16t 6.5 131 157
Reserve-relased liskdlitios 16 2.4 25 0.z =0.5 0.5 =23 =25 0.7 1.8
Of which.
Mgl credit from [MEF 16 2.3 15 03 =0.0 0.5 =34 =3d -0 BT
Long-term borowing from
official creditors L X 11.2 9.2 9.7 4.1 4.2 1.2 1,2 1.4 9.5
(her net exiernal bomrowing 17.7 13.1 139 1.6 15.2 165 17.8 =23 14 .9
Memorandum
Borrowiag lom commercial banks 16 15.2 ET 1.9 6.7 51 14.3 15 -7 (1]
Exceprional fnancing 0.5 1.6 1.0 22 25 1.8 2.3 29 X 3
Furege
Deficit an pocds, services, and
privaic iransfers 9l 1l 26 0.6 o4 1.6 =.4 < -4 8 =].8
Non-debi-creating fows, nel (1] 0.3 0.5 =06 oy 07 0B 0.7 1.0 1.1
Assel iransacibons, net =18 =2.2 =0.7 =3.1 -l =2 b =32 =23 - =].3
el errars and omissioes 1.1 05 =i1.9 0.6 =10 1.8 =].2 0.7 - =
Use of peserves <33 1.4 .0 =05 =004 =2 (X1 =24 =31 =25
Moot exreqeal Bamowisg 0.5 15 4.6 4.5 16 15 1.7 =33 =19 (1% ]
Reserve-relsted liabalstics 1.2 (1R 1.1 0% =006 =[5 K =1.3 =09 1.2
Of which,
Mt credit froen [ME 1.2 1.3 1.1 0% ] =[5 K =13 =09 1.2
Long-teren bosrowing from
official creditors 13 1.7 2.2 2.2 i T 1.1 =2.7 0l —
(her net exiernal bomowing 51 =01 1.4 1.8 0.7 0.2 2.2 0 =1.3 =i} 4
Memomandam
Boerowing from commercial banks T =1.5 =-1.2 03 (LK 1.4 0.4 2.3 0% 1.2
Exceptional financing T.2 1.3 .0 GE 48 (X 1] 54 4.4 54 48
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Finamcing: by Region

Table A4l (concluded). Developing Countries—by Region: Summary of External Financing, 1981-590"

{In ballsons of U.5. dollars)

1981 1983 1983 | 5= 1945 1986 1987 I19EE | 39 15y
Middle East
[Deficit an poads, services, and
privale ransfern 49,1 .1 21.0 16,2 T8 2.9 LB 11.4 2.7 4.0
Non-debl-creating Mg, pet 20 T4 LN ] 49 T4 53 4.4 1.B 1.2 1.3
Assc] Iransactions, met #3686 -6 4.7 -1.7 1.6 .0 15 =11 =1.6 =1.4
Mt ermors. and omissions -0 .2 -5.3 0.5 -0.2 iz =1.3 =0.8 — —
U of peserves Bl 15.8 ik 10,1 -4.9 14.0 6.7 Ll -5 =36
Met expernal bormoweng i3 1.0 BE 14 in 4.9 T 6.3 B0 .5
Keserve-related |rabilibes -5 -4 -i1.4 0.1 —_ 0.1 - =01 ol 0.2
Of which,
et credit feom [MF -0.2 =0l —_ — — 0.1 .l 0.1 .1 0.2
Long-term borrowang from
afficial creditors 4.3 Bl 4.7 4.3 iz 4.0 b -2.2 30 5.5
(mher net exiernal Bomowisg 4.6 4.5 4.2 1.2 .3 0.% 4.3 £.4 ko 0.9
Memarandum
Bormowing lram commercial basks MG L) 34 -0.9 -2.1 -2.3 0.8 58 1.8 1.4
Exceptional fenancing — 3 0.5 0% 14 LT 2.9 N | 64 19
Wsdern Hemisphere
Deficic an poods, services, and
privaie iFansfers 416 4|6 10.5 14 4.3 17.6 121 ILS 18] 14.5
Mos-debl-creating flows, net 8.2 1.0 4.1 4.4 6.8 52 B35 9.9 6.9 E6
Assct transactons, net =72 -H.1 2.3 -2.5 -3.6 -l.6 -3.5 -1.1 -1.8 —
MNel erfors and omissions -160 =179 5.6 -2.2 4.2 LN ] -0.5 -2.0 — —_
Use of reserves 1.4 2000 =25 =ll6& -1.7 .4 -1 L] —4.7 -3.7
Mot external bomowing 561 &6 19.8 14.0 50 1.5 11.7 0,7 X} 146
Reserve-related lisbalitics [IR'] 55 X0 16 1.9 [IR"] =) 4 =0, 1.7 23
Of which,
et credit from [MF 03 1.5 6.1 14 1.5 ol =R -0.9 13 T8
Long-term bormowing from
official creditors L 58 a.l 103 .l 8.3 a6 £ 7.2 21
Ocher med exiernal borrowing 03 e 7.6 ol =1.6 r i ] =54 1.1 4.0
Memorendum
Bomrowing from commercial banks 54.7 49 I 4 5.1 =].T =].4 4.7 =125 53 4.2
Exceptional fimancing 1.4 9.5 2.5 25.7 17.5 248 .7 6,2 2249 14,8
' For definitioes, e footnotes 1o Table A,
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Financing: by Analytecal Criteria

Table A42. Developing Countries—by Analytical Criteria: Summary of External Financing, 1981-90"
(I billioes of 1.5, dodlars)

19=1 9=z 1983 1984 1985 1986 15E7? 158 1959 15FHD

By predominant cxport
Fuel
Diefficat on goadds, services, and
private transfers =352 108 131 =] .4 =5 9.5 1.1 16,9 33 1.3
Mon-debi-cresting Mows, met =1.7 4B - i)_5 2.5 2.0 4.4 24 r iy 2.4
Assel ERSaCcTin, nel =67.9 =4 .0 14 =i 5 03 =59 0.4 =6 % =17 =27
Met errors and cmissions =11.8 =1%.1 =] 1.5 -3_B X .7 =2 6 - e =
Use of peserves. 1.1 52 5.2 2.3 =7.2 221 =1%.1 19.5 =i, | =15
et external borrowing ] i %9 1.5 Bl 34 120 12.0 i | 14.% 9.4
Reserve-relnied lishilities =03 El .6 1.1 - 1.8 0.4 0.9 4.0 1.&
Of which,
Met cradit from IMF =01 0.z LT 1.3 -_ LLE 1.0 - 4.3 0
Lang-tevm bosrowing froam
official credsions 6.0 6.9 .2 5.4 74 7.1 B3 .1 L [ ]
heer met external bormowing 54 6.9 17T i1 =d_| 30 1.2 4.3 1.1 1.5
Memoeandam
Borrowing from commercial hanks 40.0 IE5 106 =1 03 =4 1.5 =1,T [N 1.5
Exceptional financing — 4.9 B 2.2 2.8 0.9 iR .6 7.3 9
Mon-fucl euparts
Deficis on poods, services, and
privale ranafen 9.5 742 516 o0 &4 6.6 87 T.1 191 xa
Mom-debi-creating flows, net 231 21.2 F. | I3 .2 .4 25.6 3.6 3.1 260 EE
Asmed irnnsactsons, mei = 0.& ] =i A2 =110 =120 =110 =j 2.7 =74 =4
Met errors. and ommissions =&.6 =1 2.6 =715 =21 1.7 1.7 =1.5 =1.6 = —
Use of neserees 4.4 0.4 =17 -13.2 -11.2 -26.1 450 -|9.8 =11.3 =£1.0
Mol external Barmowng W0 4 M6 45.4 3.3 e .8 13.0 163 iri
Reserve-relatod labilstics ] g4 1.3 33 0,7 5.1 3.7 4.6 -34 EN |
O whnch.
Metl credil from [MEF .7 6,7 .3 35 — -1.6 ] =3.0 =31 1o
official ereditors 4.6 .8 7.5 e K 16,7 .7 137 12 19.4 4.2
(gher nel exlernal bamowing 8.2 6.2 200 1.4 156 4.9 e ¥ 6.3 EE
Memorandm
Baornowing lrom commerclal banks 6.3 Ly ) 8.6 135 4.4 2.0 139 -1.8 07 N |
Exceptional lenancing 1.g 18.7 51.4 .2 i Ko M5 4.3 444 g
Mamulaciares
Defici on goods, services, and
privabe tramsicrs 3.0 24.5 136 .2 123 08 -0 -0 -134 -1.2
Non-debi-creating (hvas, et 1.4 b 11 T4 i34 0.5 6.0 1.5 L] [[1N |
Assel [Faniactions, nil -3 4.5 -34 =16 -6 -10.7 -9  -llI 45 -7
et errors and omisssons -8 -30 =50 -1.4 0.1 4.4 -1.0 -1.3 — —
Use al feseroes =17 -L7 s B | ] 646 -2 4% -l64 158 -6
Met external borrowang .6 8.0 248 188 14,1 187 16.5 -5.7 A7 14.0
Reserve-relaled Lialioses 16 4.4 54 2.6 -1.3 -1.0 4.5 4.5 =17 —
O which,
Met credit from IMF 15 16 47 X0 -1.0 -1.% -%.1 -1.8 -7 —
Lt -term bosmowing from
ailficial credilon .1 .8 LE 0. T T i.2 -1.8 4.4 4.1
Okt nct exbernal borrowing e 129 15.0 .1 g2 124 20,0 .6 .9 9.7
Memorandum
Bofrowang from commercial hanks 29.3 19 1.6 1.7 15 LN | 19,1 2.0 -39 44
Exceptional financing 7.2 T8 6.0 0.7 133 16,3 9.2 1.6 14.8 (F ¥
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Fimancing: by Analytical Criteria

Table A42 (continued). Developing Countries—by Analytical Criteria: Summary of External Financing, 1981-90°
ilm billioss of U5, dollass)

1981 1982 I5E3 1984 1983 1484 1987 1988 1589 1

Primary produsis
Deficit on pocds, services, and
private ranslers 28.2 2.4 5.4 iT.1 14,5 16,3 20.8 0.2 19.5 3.3
Mon-debi-creating flows, net 59 5.1 4.4 48 .5 .4 6.3 .7 £ B
Assel IFansaciions, mel -3.2 -1.3 1. -0.7 -4 -0.3 .| 0.8 0.4 1.1
Mel errors. and omissiens 8.3 8.4 -4 0.1 -1.3 0.3 b 0.5 — —
Use of peserves 4.5 55 1.3 0.3 -3.4 -1.a i1 -3.4 -8 =3.1
Met external Bormowing 8.4 4.2 154 id.& &7 10,5 13.0 15.7 1.2 6.4
Reserve-related lasbilises r 1.9 30 1.0 1.6 -1.0 0.3 0.2 =1.4 1.3
Of which.
Met credin from IMIF 1.8 1.2 34 0.6 i1 -0.% -3 1.4 -0.% 1.3
Lang-term bosrowing from
official credmors 6.6 1.9 [ i1 16 8.0 8.5 8.5 2.0 11.2
Ouher el cxbermal Bormowiag 19.6 14.4 1.2 1.3 3.5 EX] 4.2 T4 4.6 19
Memorandsm
Barmowing from commen:ial banks 0.8 37 ig 23 (%] e -1.4 -0.3 il 1.1
Exceptional financisg 2.7 9.0 inr 216 .6 14.% 6.1 ne 168 118
Agricultural products
Deficit on poods, services. ad
[private trassiors 5.1 152 138 137 1. 1.4 158 15.8 159 17.00
Mon-debi-cresting flows, pet LH 33 31 Ar i 6 52 | 7.2 1.1
ABSEl (TANSACHIONS, Bt =19 07 068 07 D4 04 — 0.8 06 0.9
el errors and camissions -8.5 =1.8 =1.1 ol i —_ -4 — — —
Use of reserves 4.2 .2 1.3 1A -1.6 ] 1.9 -1.6 L -1.5
Met extermal bormowing .7 182 0.8 LB B9 1.1 9.0 1.4 7.4 11.5%
Reserve-relaied liabilises 1.7 1.1 L2 3 1.4 =% 0.2 02 - 05 b |
i which,
Met credit from [MF 1.4 0.5 .4 il 1] =it =02 =), 2 =7 2.1
Long-term bosrowing from
official creditors 5.2 6.5 B3 B.1 a4 L 6.4 6.7 5.2 EE
(ther net external bomowing 13.7 0.7 0.3 0.2 2.7 2.2 24 4.5 2.7 0.6
Memorandum
Bormowing from commercial banks 13.7 31 5.3 =2 e 1.3 =08 1.5 LY 0.6
Exceptional financing 1.7 T4 1.2 17.8 1.7 B0 9.9 13.2 a.7 .4
Minerals
Deficit on goods, services, and
privale tranafers 1o 1.2 a5 44 i3 49 S0 4.4 L L
Mon-debd-creating flows, net .3 LT 1.3 1.0 1.1 1.3 1.1 ] 1.6 1.7
Agzei iransacibons, nef =.3 =06 — —_ —_ 0.1 SN — =02 0.}
et evors and omissions ol =1.0 =1.3 —_ =09 0.3 =), =05 = —
Use of reserves 03 L.l =2 =7 =7 i 13 =G =1.3 0.4
Met external bomowing 1.8 6.0 b a0 LE ] 34 4.0 4.3 LE | 49
Reserve-relsied labilsies 0% 0.8 LR 07 ol =01 N ] -4 iR o1
O which,
Met credit from [MF 0.4 0.4 1.0 4 [N ol =01 =} 2 =i, 2 03
Long-term borrowing from
official creditors 1.3 .4 1.9 2.0 1.0 Ll . | 1.7 2.8 X3
Ocher med exiernal bomowing 3.9 3.7 1.EB 1.3 1.8 1.4 1.B 0 1.9 23
Memarandum
Bomowing from commercial bands Tl 2.6 05 2.5 =03 =0.4 =0.1 =|.8 =i 5 0%
Exceptional financing 1.0 1.7 a5 49 5B 6.9 6.2 1.7 7.1 6.4
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Financing: by Analytical Criteria

Table A42 (comtinued). Developing Counirics—by Analytical Criteria: Summary of External Financing, 1981-90'
{lm Ballbons of U.S. dollars)

1961 1982 1983 1984 1985 1984 1987 1988 196% 15950

Services and private transfers
Dieficit on goods, services, and
private Eransfer 0.4 1.4 9.7 1.7 1.5 0.5 9.3 14,3 0.6 105
Mon-debt-creating ows, net 4.4 4.5 4.1 4.3 4.8 5.0 5.0 4.7 a4 4.9
Assel ansschions, nef L] .6 _— 0.5 =1.1 (L -3 LI N =1 oy
et errors and omissions 0.8 .4 1.2 1.2 L5 1.3 0.3 0.4 —_ —
Use ol reserves 0.2 -1.4 -4 1.7 ¥ 4 =% 4 =09 =10 =1.0
et extemnal bormowing 5.9 1.6 4.6 4.3 4.6 F 9 [ 11 6.3 &0
Reserve-related luabilises 4 0.5 0.2 —_ 0. . -5 -5 0.5 03
Of which,
Met credit from [MF LT LT 0.6 — -0z .6 L] = 03 ol
Long-term borrowing from
official creditors 4.8 59 52 4.5 i3 4.0 1.4 18 4.1 T
Other net exbernal bomowing 0% .2 -0.8 .4 r8.3 0.7 0 L7 1.7 -1.3
Memorandam
Borrowing fram commercial banks 1.0 24 08 .G 0.4 0.1 04 33 0.5 0.6
[Exceptions] (inancing 0.3 0.8 1.2 1.5 i 14 4.5 79 7.6 13
Diversified export base
[Deficit on poods, services, and
|privabe transfers 6. B I B 120 10,0 N — =1.3 L1E] 15 13
Non-debi-creating Maws, net 5.4 5.0 4.3 £ | 4.3 3.2 4.3 5.1 48 20
Assel ransactions, net -1.5 -1.0 -2.1 0.1 =1.0 =1.3 =1.B =1.5 1.3 —
Bl ermors and omissions =ik, | -1.1 -1.3 -2.1 08 0.5 -3 =2 — —
Uiz of reserves 1.5 1.4 1.3 0.¥ =1.1 =1 =17 LIE] =& 1.4
Net external bomowing 11.3 125 9.8 T.¥ .l 0.3 -1.8 =24 1.1 0.y
Resarve-related liabilsties 1.0 1.6 0.6 =1 0.8 =24 .G (1] 03 05
Of which,
Mt credit from [MEF 0.8 1.5 0% — - = .0 =08 ={)_1 -— 05
Long-term borowing from
official creditors. 4.2 33 16 X L.T 27 16 1.7 28 7
Miher med exiernal bonmowing 6.2 1.6 5.6 4.2 .7 =& =35 =52 =19 =25
Memorandism
Borrowing from commercial banks 100 [[1X3 4.4 0.3 =1.9 =3.1 =18 = _§ =03 -
Exceptional financing 1.8 1.1 1.9 1 L | 4.2 d 4.0 52 16
By Mnancial criteria
Markel borrowers
Deficit on poods, services, and
|privale transfers 53.5 9.7 131 I4 ] 7.3 =4 =115 -1.8 L]
Non-debi-creating flows, net 0.8 al 54 55 BT 50 11.8 13.1 10.2 123
Assel iransactions, net =105 =492 =5.6 -8.0 0.7 =00 =111 =11.3 =86 =02
Met ermors and omissicns =16 | =184 -a.7 4.6 =16 .4 [1X] =14 E =
Use of reserves 1.5 .6 =42 -14.2 =7.5 Bl =B =2.1 =148 =196
Nt external bomowing &57.8 a6 .2 3.7 T 4.0 =18 =08 54 110
Reserve-related liabalities 0.9 55 10 15 0.3 =5 =2 =5 L] 25
Of which,
Met credit from [MF 0.9 2.0 6.1 is 1.3 =0.3 =2.5 =1.3 N | 18
Long:texm bormowing from
official creditors 6.0 53 1.6 8.1 4.4 4.7 59 34 4.7 [
Otheer net exiernal bomowing 0.9 5% .6 1.2 1B 0.2 =51 =12.8 =27 1.9
Memorandam
Bosrowing from commercial banks 65,1 s 17.2 9.3 1.8 =16 =18 =18.3 4.0 4.0
Exceptional financing 1.9 B3 .0 4.2 1B 2.8 5.6 134 213 145
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Financing: by Analviical Criteria

Table A42 [continued). Developing Countries—by Analytical Criteria: Summary of External Financing, 1981-90"

(I Billioss of LS, dallars)

15| 192 1983 1984 1985 1586 1587 1988 1989 19}
Diversified borrewers
Deeficin on poods, services, and
jprivate wansiers 4146 453 B.6 2.3 553 ¥l 2.8 .6 3.3 0.2
Mon-debi-creating Mlows, et 6.9 14 2.1 L 14.5 13.7 12.9 12.5 12.6 13.0
AsSel IFaNsacons, mel =57 =31 0.5 =12 .9 L =21 -1 0.1 .5
et erfors and omisshons -0.2 -£.3 -34 =08 i.7 I.o -8 -0.% — —
Use of peserves 15.8 16,5 05 =1.7 2 .1 6.1 -4 5.1 -1.3
Met cxtermal borrowing 227 ni 324 195 200 el .o 151 19.0 19.9
Reserve-relmed liabiliies LR LN | 4.1 LB = -1.4 -1.8 -2.6 -8 0.1
0f which,
Met credit from [MF 54 LN 11 06 =10 =10 -2.3 -39 -1 0.1
Long-term borrowing from
official creditors 24 5.2 4.3 138 1n.e e 2.7 5.3 11.% 9.8
eher nel exiernal bomowing 123 139 138 4R .0 1.4 120 126 100 1.1
Meemarandism
Barrowisg (rom commercial basks .o 4 1.4 49 5.4 2.4 1.0 0.6 41 43
Exceptional financing L 4.5 1.8 6.8 .0 4.6 124 14.1 15.3 1.5
ChiMicial borrowers
Deficit on pocds, services, and
privale ransfers =8 | 34 17.8 9.4 19.8 .1 19.5 224 .7 4.7
Moa-debd-creating fNows, net 6.9 1 10 T3 85 2.4 9.7 o8 10,2 .y
Assel IFansacions, met -1.8 -0.9 .l =16 =07 -6 -1.6 -3 0.1 —
Ml erors s omissions -, 0.2 04 1.5 0.8 2.1 0.6 [LE — LT
Use of reserves 1.2 <014 =1.3 1 0.2 -1.4 -4 -0 -2.3 =11
Met external bormowing 0.1 Ir.5 12.5 121 1.l 1.5 13.2 14.8 15.0 17.2
Reserve-melated liabslities 1.5 L0 LR .1 =1 =1.4 -0.8 =iy —_— 11
i whach,
MNet credal From |MF 2.2 L3 1.6 0.3 -0.3 -1.4 =1.0 =7 0.z 23
Long-lerm bomowing fram
olTwcial eredibors 14.5 13.2 13.6 12.2 5.2 1.2 LR 9.1 1.4 14.8
Ceher met entcrnal bosrowing EH | 24 =16 -3 in -0.3 e | 6.2 16 ol
Memarandum
Besrowing from commercial banks 9.3 16 -1.4 2.0 0.8 -1.7 ~1.0 1.4 0.6 1.1
Excepisonal fisascing 1.3 1.8 9.3 2.5 9.2 (P 123 13.4 15.1 10.5
Coumbries wilh recent debi-
servicimg dilficulties
Dieficnl oa poods, services, and
privase tramsfers B30 B0 5.8 2.2 ITg 408 238 6.4 6.1 B
Man-debi-creating fMows, s 3.2 136 103 0.6 3.2 3.1 167 15.8 5.5 18.1
Assel tramisctions. nel 128 -12.3 =1.9 4.1 -39 ~Lh b =31 -1.8 -6
Met errors and omassions 137 -18.1  -10.8 -1.2 -1.4 4.0 -1.4 0.3 — —
s al fesernts e 4% L6 -14.7 -1.3 1.6 -H 8 4.3 =03 =111
et extermal bosrowing B, § 3.5 M4 0.6 k2 8.7 219 A7 7 0.4
Reserve-related labilities 13 16 4.6 4.0 0.4 1.9 =31 -0.% I.4 54
OF which,
Met credit from IMF L 4.0 4 19 .4 -4 -4 -2.1 L7 5.6
Loag-term bomowisg from
alfscial credinods 6.8 19.7 5.4 rg 7.4 1.5 181 14.1 19.8 1.2
Ohibser et external bormowing 4 6.6 9.4 Ly -3.% 0.7 59 -T.6 1.5 1.8
Memorandum
Bosrowang from comsnencial hanks 4.9 .6 5.1 6.8 4.t -5.3 e -174 1.5 6.9
Exceptional firamcing 1.2 24 o 9.5 re 4.3 4.9 0.3 50.% 355
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Financing: by Analytical Criteria

Table A42 (continwed), Developing Countrics—by Analytical Criteria;

{In bl off L5, deollarsd

Summary of External Financing, 1981-90"

198 1usl 1983 1554 ] |y 19T 194 (R (R
Couniries withoul dehi-
servicing dillioulties
Dxehicit on poasds, sorviees. afl
privalc Ieansfers EER 29.4 5.8 239 ny 258 1.1 1.1 141 115
Mom-debt-creating Miws. net 1.5 1.4 1.1 L[UE 154 .0 I7.6 167 175 I7 %
Assact Brammactions. nel 5.1 -1 —-Ah -T.4 2.5 -%.4 -8.2 11t 7.1 win
Mol onmors and oniisaions -1 -H.4 -1.8 -29 1.3 1.4 0.2 -iH
Use ol meseives 4.1 4.0 -5.6 =1.1 -19 -1.0 -11.% 114 134k 1249
Mot oxlernal bormowing i i X7 239 2,4 175 9.4 4.4 17 ITh
Keserve-relabed labslities 1.6 KX 32 0% -1.1 -1.4 11 2B LLE ] nT
(M whach.
Mt credn Trom IMEF is 29 X LU -1.4 -1.3 -1.1 e ] 7 10k
Lisng-lerm Bomowisg (noam
ol lrcnal oredibors 136 4.1 LIE]) 1.2 1.2 LR 4.4 i LT LR L]
{khor st extonnal bofroaang 139 3.3 4.4 120 s 1118 i1 138 L Jin 3
Memuramslum
Haarmmwing Sroen comamencial Banks 1.k 4.9 121 9.4 .2 = 2k 1N 1.4 X
Exceplional limancing 0.7 1.3 1.5 1.0 04 ) .4 % 1.2 |3
Miscellanesus groups
Sub-saharan Africa
Deficit on possle, services. and
privabe [Fansfers X9 1.5 iy . T 1.z 1.4 114 12% [ERT
Son-debl-creating flows, met 4.0 1R 5H LR 4.4 32 i3 L] i i 1
Al Iransac s, mel -0.7 -, } L5 0.5 -0.2 0z il i 02 g
oot ermors aml oeEnivsions 0.3 (IR 1.1 0.x 0. 0k AL ihd
Usg il peserves 0% s .2 0.1 0% 0.7 i i | ([ i
Ml cutermal bhormowing 9.2 5 K AT AR 58 fad T4 LR % d
Reserve-related liablstes 1.7 LR} 1.4 L1 e ] ol .6 il LN 7 i
{0 which,
Mt eradit froen 1ME 1.6 w7 [ 05 .4 % a2 LLE | [
Lawng-teren haroswing friwm
ificial credisors 4.9 5.4 4.9 5.2 9 57 1] 4.8 LR i X
{hher net exigrnal bomowing 1.6 I.E 05 1.7 = .7 I.fs I | .# s
AbcivnsfanilEin
Birrawisg Trom commercial banks 4.1 2.3 il 9 ok il 1N} i (L (KL
Exceptional (inancing L7 20 24 A ig 4.7 57 fa by 74 Tl
el debor fuel caporiors
[heficir aon poasds, services, anid
privule ransfer LR aln 11.5 1.9 1.0 2 E 4.1 | L' T2
Mon-dohl-creating flows, net I.6 2.B (K] 1.1 9 4.6 (] 54 51 L
Asar IFansa s, mel 1.3 5.7 0.4 21 T 1.1 4.1 Sl (K] IM
Sl P anal oEnissions E5 4.5 5.5 I3 2.3 2.1 nx ns
Ui o peserves 17.5 .0 1§ 6.5 1.0 EE . 12.7 T.2 4B
Mgt entgrnal hormowing ¥ 234 It LN | AT ] ({1 s 131 .2
Resazive-related luabsilities nx 2.2 (1T 1.0 1.5 4 1t 4 ik | B ]
N whivh,
et credit froen 1M .l 0 1.7 1.3 0% 1o 4.2 Tin
Lasige-serm hawrovacing: froam
wiliciad credsom 4.9 .0 Hob 54 1.5 6.7 .0 ] o il
by net external Bormowing 1.6 5.2 T4 1.7 L A0 n il LI 7
SSemedundum
Buosmmaeng From commercial hanks s It 3 H.| 1.2 ' | FH| i N | 51 i,
Excepdional linancing 4.9 B4 £.d 5 ] 9.9 K i by T LR ]
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Financing: by Analvtical Criceria

Table A42 {concluded). Developing Countries—by Analvtical Criterin: Summary of External Financing, 1981-90"
iIm Billions of U5, dollars)

15E1 1982 1983 1984 1985 15%6 197 1E 198 | 5

Four newly indusirialicing
Asi@n evonsmies
privabe tramsfors T3 28 -1 — il o L -21.2 -30.4 -17.8 =262 =351
Mon-debt-crealing Mows, net 2.4 1.3 1.3 1.2 il 1.7 LN 0.2 [LE 0.E
Axsel ramsactions. nel -1.6& 0.1 -1.4 50 6.5 =13 -5.2 -9.5 = b 0.3
Mt errors ansd omasssons .5 =14 = | 1.y .3 L% LU Al — -—
Lee ol meserves -5 -3.4 4.2 =58 =l ~24.4 -35.3 -7 =130 =19
Met eaternal bosrowing 154 15 4.7 440 2.5 58 2.6 -T.4 —.1 -1.&
Reserve-relaled halilitics 0. .1 02 LR 0.2 =1 -1.2 .5 — —
O which,
et crednn fram IMF 0. 0.1 0.2 3 0.2 .1 -1.2 -5 — —
Laosg-tenm bommewing fem
cillecnal eredalon 0.4 20 4 il 1.5 0.7 -3.1 =1 -9 0.5
Chbser ot exbermad bofrowing 124 14 4.1 L] : Je LA 6.9 -39 -32 -1
Memarandum
Borrowing from commercial hanks 63 3.2 1.5 38 2.1 4.7 T.h -34 —4.0 -5
Exceptional financing - — — —_ —_— —_ — — — —
Emall bw-inceme soonomies
Dl on poodds, serces, amd
privabe ranslers 4.5 14,1 1.4 1.7 13,3 133 4.5 17.4 177 8.4
Mon-debt-creating Mows, met 4.5 45 4.5 44 5.6 LR T .5 19 1.7
Ass] IFansactions . met -0.% -0, A | 1.5 {3 e -1 k2 0. 2
Mt errors and cmissions 0,1 0.1 {1t 0.5 -2 -3 -0.2 il - —
Use of peserves 0% 0.4 =].2 09 0.4 =01 - il 0x =].2
Mot extermal bormowing 0.0 2.2 9 59 5.8 T.6 B0 10 | I0.% 116
Reserve-relsied lishililses o 1.4 1.2 ol 0.2 =0.% =014 0.3 0.3 1.8
O which,
Met credit from [MF IL.E 1. 1.2 0.2 =0.2 =09 & 3 01 1.7
Laong-term bosrowing from
odficiad credions T.6 T4 % 7.3 1.2 6.2 4.1 1 7 LR
(nher net external bormowing 0.4 0.4 SN =16 L 22 4.1 15 b | (1]
Alemorandam
Eorrowing from commercial hanks 16 | (LY. _ 0.5 0.1 ={],2 L] 0ol 0.4
Exceptional financing 1.4 1 2.3 il 1.9 &4 4.4 4.4 50 4.7
Fifteen heavily imdebted econasmies
Deficit on goods, services, and
privaie bransfers 5.1 5.3 LX) 1.9 1. 17.8 b 5 9.8 14
Mom-debi-creating hows, net 1.2 1.2 4.1 4.1 6.6 5.2 | 0.7 T 9.5
Assel transactions, met -39 =2.5 -2.1 =i.3 =26 =19 =3 1 =1.7 =1.3 =%
Mei errors and cemissions -15.4 -9 -4 =1.7 4.1 1.5 =1.7 - B =
Use of reserves 82 3.5 =Y =-12.9 -1.8 50 =19 5.2 .0 S
Met extereal bormowing B0 47.0 4.3 14.8 19 Q.0 .2 -1.B 1.2 160
Reserve-relaied luabilites 1.3 59 ib 1.9 1.2 0.5 =1.3 =1.3 1.7 13
O which,
Met credit Trom IMF 1.1 1.2 .3 ia 1.6 -0.2 -1.3 =1.4 1.5 7
Long-term borrowing from
odficiad credion 5.2 8.2 1d.2 1.2 B 9.8 1.6 19 9.2 4
Diheer net external bormowing e e B.5 0.7 -5.9 -1.3 =00 | -4 03 14
Semorandum
Borrowing from commercial hanks 63,3 29.7 1.5 0 4.0 -1.5& 23 -153 1.2 5.5
Exceptional financing 1.3 137 .9 0.7 s 5.2 5.7 MH EERT 4.7

! For defindlsons, secc foolnoles g Table A4,
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Financing: Reserves

Table A4}, Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and Services, 1981-90"
{Values in Billions of U5, dollars; ralis o porcent)

©lnternational Monetary Fund. Not for Redistribution

1491 1982 1983 1984 1985 1956 19T 1985 195G 1 50
(ificial reserve holdings
[hevedoping countries. 1874 1588 (ECIN | 17w 1558 19%7.3 1540 1%0.1 b4 L.
By region
Africs 131 ET T 1.2 9.7 9.2 09 106 131 167
Asis b 2 49.1 8.t 67.4 Td.4 9.5 ldl.6 151.1 1682 185.7
Europe 6.9 6.l 1.1 B3 B4 9.7 100 121 15.1 176
Mliddle Faxa ELG b5, T 57.1 47.2 545 453 53X 44.7 47.5 L1IN |
Weslern Hemiasphene 9.6 5.2 9.3 LoLE 41.7 33.6 =4 K13 5.5 45.2
By predominant export
Fael 1033 T4.8 L i 5 T35 1.3 7. 527 al.3 6
Mon-fuel exponts H4.0 H4.0 .7 L[ 153 140,10 IBLS 197.5 9.0 2d6.6
My factures 46.2 51.0 .2 Th.K BL3 1032 (BN 1571 1729 193.5
Primary products 157 13X 125 13.3 168 1.7 I7.1 19.7 B 4.1
Agrcublural products 119 {183 1.8 1.9 0.4 1.4 10L& 126 12.1 4.9
Minerals b N 1 d.d 4.7 54 6.4 6.3 6.5 1.1 Eb 9.1
Services and privase
transfers 2.3 LN 49 1.2 1.7 Kl ET Bob 97 (R
Daversified expor base 0.0 20 K.l 1l E.6 1.1 IE.6 11 15.7 151
By fMmancial criteria
Mt crediflon ooumiries 59.3 Gl 0 3H.1 534 i, I L I 1Tz 1.0 1145 1X3
Mgt deblor comntres 1280 ur.T I Ax e 1325 133 137.0 142.3 165.9 1930
Masher Boffosers 540 41.6 447 5.9 L 564 & 8 fis, & ol 1on. 2
Iwversificd bomowers 4,0 47,3 £6.% )G 48 8 47.5 T4 . | 3 m.a
(Hificial bomowers 9.2 B LR o 0% i 4.7 i34 180 .7
Countrics with recent debt-
servicing difficubiies 69,9 360 L S, i1 42,0 43,2 43,6 543 a5, 1
Counsries withost debt-
servicing difficublies 3&.1 61.7 653 A7.% T1.5 5.3 AT.E a7 1349
Miscrllaneous groups
Suh-Saharan Africs L IE LN 1] LN 4.1 51 L] 6.4 7.2 =7
Twelwe major oil exporiers R oA 623 5659 s % 50.2 5T.9 46,5 2.5 53
Mgt debior fuel exporiers 504 x4 233 %9 .0 20 30X 5.1 5 &
Four mewly imdustrializing
ASIEN ECONMmICs IT.6 20.0 216 0 155 G628 6.0 1.0 1174 1.8
Small kw-iBCome SonmHEmics 4.4 4.0 5.4 .6 4.9 54 54 5.6 [ Bl
Fifieen heavily indebsed
COUSIrIcs 41.7 ] 7.5 o6 40.9 44 =T s 4).5 50
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Financing: Reserves

Table A43 [conciuded). Developing Countries: Reserves and Ratios of Reserves to Imports of Goods and
Services, 1981-90"
(Values s Billices of LS, dallars; rafios in percent)

1551 1982 1983 1984 1545 19k 1987 I9ER 1989 1990

Raties of reserves 1o imporis of
poods and servioes’
Developing comntrics 3.6 0.2 21.% 3.3 5.7 8.1 LR .1 8.5 e
By region
Africa 10,9 32 i.4 .9 1n.s 105 11.% 0.7 1.8 15.6
Asia 15,4 8 4.0 259 9 k| 414 5.2 M 353
Ewrope 9.2 9.0 % 2.1 12.1 131 138 14.7 17.1 156
Middle Eas £ R .3 ) ELE ELN | E R ELE 1.3 ET .3
Wistern Hemisphene 2.8 7.2 2.6 .5 nse 0 2.6 2.1 23 6.4
By predominant expori
Fuel ¥ 2.2 20 oy e Mb T EL N | 6.7 F. e g
Mon-fsel exports 162 itz 1.1 2.0 3.3 o | 3R 5.4 8.3 95
Manufaciures 155 179 2.4 5.3 6.2 3.l T RN L 33
Primary prodiscts 2.4 2.0 179 187 .7 4.1 21.1 .5 115 N
Apriculiural products X0 .7 1549 156 1.2 .7 18.4 0.4 18.5 214
Minerals il 1%.7 2.8 6.4 15 aa 7.3 .5 20 L6
Services and privale
transfers 178 %7 1%.4 138 152 6.2 6.9 153 167 IT.7T
Duversificd eaport base 12.3 10,6 1.0 9.7 116 1£.1 17.8 15.0 18 9.2
By Mmancial criteria
Pt creditor comniries BE k. . 159 54.7 74.9 a5 8 T7.4 .3 TE &
Ml debbor counbnes 9.3 15.6 179 .0 09 195 3.0 159 199 21.5
Mmrked borrowers I7.0 13.9 6.7 .2 18 206 2.7 I7.9 9.2 pa |
Daversified bormowers BT 15,8 21.5 i 09 0E 334 2.9 2.1 2.7
Difficisl borrowers 101 0.2 12.2 11.1 1.9 I1XE 15.5 14.5 16.5 156
Comniries with receni debs-
servicing diffeculises 9.1 0.8 13.3 18.1 19.1 157 17.% 14.3 168 195
Coniries without debd-
servicing diffsculibes 9.7 . 1.1 2.6 T4 216 3.1 o 219 IIE
Mizcellaneous groups
Sub-Saheran Africa ] 1.6 H.H 9.3 1.4 137 14.5 14.6 15.3 157
Twelve major ol exportens 1.6 o | 8.2 IB.5 %7 316 Y .5 15 M3
Met debtor fisel exporten M.z 14.0 19.4 4.3 5.6 0.6 3.4 5.4 21.2 37
Four newly indusirializing
Asian economies 15.1 IT.6 2.4 .7 w9 45.T 531 H“H9 423 437
Small low-Encoms: eoonomiecs 0.7 0.0 14.4 1.8 1.5 1.8 1.9 11.0 12.7 151
Fificen heavilly indebied
coaEniries 19.1 13.5 7.7 154 1.0 1.8 4.7 19.1 111 5.6

! For this tahle, official holdings of gold are vabeed a SDR 35 an ounce. This convenstion rewults in a significant enderestimate of
the reserves of those groups of coumtrics that have substaniial holdings al gald.
? Ratio of yeas-end reserves. to imports of poods and servioss in the year mdicaled.
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Frnancing: Fund Credit

Tahle Ad4d4. Developing Countries:

(Im Billions of U.5. dollars)

Net Credit from IMF, 1981-90"

1981 1982 193 1984 1983 1986 1987 I9EER 1989 1540
[heveboping coumbries 6.6 &9 1. 4.7 - =L7 =59 =50 1.0 50
By region
Africa LB 10 1.3 0.5 ol =10 =1.1 =0.13 0.4 1.7
Asin 16 13 1.5 03 =1.0 0.9 =214 =2.4 ={.& =i}, 6
Europe 1.2 1.3 1.1 0% L) 0.9 =14 =].3 =09 1.2
Middle East 0.2 =01 —_ — —_ =01 0.1 =0.1 0.l 0.2
Wesiern Hemisphwere 0.3 1.5 6.1 34 1.5 0.l =R =09 13 16
By predomiment export
Fael =01 0.2 1.7 1.3 —_ (1%} 1.0 —_ 4.2 10
MNonsfuel exports 6.7 6.7 9.3 is = =36 =6.8 =5.0 =3.2 30
M factures s 16 4.7 EX) ] =140 -1.5 =5.1 =3.8 =2.7 =
Primary products 1.8 1.2 34 LT 1.1 =05 =0.1 =04 {9 23
Agricultural products 1.4 0.8 14 LN 1.0 b =0.2 =0.2 ={).7 2.1
Minerals 04 0.4 L0 04 0] 0.1 =0.1 =0.2 =02 0.1
Services and private
tramsfers LUE] 0.6 0.6 - 0.1 =& =0.6 =6 0.3 0.l
Driversified export hase LR L5 0.5 —_ —_ =1.0 =0.8 =0.3 - 0.5
By fnancisl criteria
Met credior countnics —_ —_ — — —_ — —_ - —_ -
Mt deblor countrics L] LA 1o 47 - -2.7 -5.9 =5.0 1.0 5.0
Market bomowers 0.9 .0 Gl i 1.3 =.3 =25 =1.3 1.1 18
Diversified bomroweni 34 EN | i3 LT =1.0 =1.0 =2.3 =29 -2.2 ={.1
Official bormowen 1.1 1.8 I.G LUK 0.3 =1.4 =01.0 ={.7 0.2 r3
Countries with recent deba-
servicing difficulties 1.8 4.0 19 9 1.4 =1.4 =26 =2.2 1.7 5.6
Comnires without debi-
servicing difficulties 3z 19 EN 09 =1.4 =1.3 =3.3 =28 =7 {16
Mlisrellameom groups
Sub-Saharan Africa L& o7 1.3 0.5 = .4 ={L5 =2 =4 1.1
Twelve major oal &xpoten — - 0.5 - 0.4 — LT ={.1 15 20
Met debior fisel exporten 0.1 0.2 1.7 1.3 = 0.8 1. = d.z 2.0
Four newly industrialiving
Astan oroncmick 0.6 0.1 0.2 0.3 =, 2 .1 =1.2 {5 - =
Small low-moome coonomics 1.8 1.0 1.2 0.2 0.2 0.9 -0 =3 0.3 1.7
Fifieen heavily indctaed
G i1 22 6.3 33 .6 02 =13 =1.4 ig 3.7
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Financing: Fumd Credit

Table Add (concluded). Developing Countries:  Net Credit from IMF, 1981-90'
iln billions of U.5. dollars)

1981 1982 1983 1584 1985 1984 1987 15928 1989 19450

MMemorandam

Developing countre

Met crodit F':"fi:ﬂﬂ under:
Gemeral Resowrces Account - T b4 11.1 4.9 0.3 -k =5.7 4.9 0.1 14
Trast Fumd 0.4 — — -0.3 0.3 .6 =07 -0.7 =05 -0.3
SAF _— — —_ — — il 0.5 0.4 1.4 1.1
ESAF — — —_ — — —_ ol 0.5 1.8

Dhtbursemonis mj
al vear-enid under:
Gemcral Resousrces Accoust 13.0 21.0 0.9 1.6 8.0 #i 4.3 M4 24 353
Tnast Fund 15 ER LN | 2.7 7 24 2.0 I.2 .6 0.3
SAF — — —_ - — LR Q.7 1.1 Rl 1.2
ESAF — — - — — — —_ i 0.6 2.3

!mcludes nel disbursements from peograms ender the General Resources Account, Trust Fund, Stroctues]l Adjustment Facilaty (SAF) asd
Enhanced Sonectural Adjesiment Facility (ESAF), Projected net disbursements incorpoemie the bmpact of peospective programs. The data
are an a Fasiactbons Now basls, with cosversions w U5, dollar values st sninual sversge exchange rates
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Dhebt: Summary

Table A45. Developing Countries: External Debt and Debt Service, 1981-90"
iln percent af exponts of gomls and services, except where otheradse noled)
1581 1982 1983 15984 1983 194 1987 1988 19645 10
External debit’
Developing comndrics w50 118.T 133.5 13LH 1459 1712 1594 1% 1357 1238
{in billions of LIS, dolkass) 1.5 A6 .7 G185 G585 10867 130002 L0972 193 LM63
By region
Alnca 1184 1338 164%.2 1647 9.7 244,10 2524 404 235 99
Asaa 40 L ] .3 . | 1054 128 ] RLIEL T &7.0 656
Europe 1379 15 130 133 147.7 1636 1690 1459 130.7 127.8
Middie East M3 47.% i .2 4.7 1o 1008 1.3 1032 103.3
Western Hermsphene i 21,0 201.5 XTiR iR 3519 XaH.0 o 1RA 1734
By Minamcial criteria
el crodilor cownlrics 199 2.3 i J 3.6 HE 418 41.1 k. M4 i |
Met debor comanimes 1304 156 1703 164 9 I1%2.5 34,0 1R, 7T 1633 147.0 14240
Market bofrowers I35 1652 1605 1596 IT00 1802 1958 1M OR300
Daversificd bomowers 4.5 g 13 1346 360 1894 186, 1 174 1573 156.6
Ofcral bormowers M6 2754 2855 M7 MO MEE 3TAA MYS O 3MS 0 333
Cousarics with recess debi-
serviciag difficulibes 1741 2.5 2430 WS MEO0  MWE O M2S O ME4 MO9S  MED
Coustries withoul deb-
servicing difficulties 2.9 4.1 1031 Nk 4 e i 113.5 97.3 a5.6 Rl
Dichi servicr payments
Dicveluping countries 16.1 195 15.4 19.7 0.7 2.8 195 19.9 17.0 7.3
{in billions of L5, dollas) 124.1 1358 12009 1M1 137.46 1448 1492 1M 61T 1758
By regioa
Almca 17.7 b ] 214 2.1 M0 M5 186 Mh n7 311
Asla a9 I12.4 1306 12.5 4.8 14,7 14.% 1.2 9.5 4H
Emp: R 2.3 188 18.8 2.8 6 2.7 g X7 23
Msddle East 4.9 .4 B.2 9.8 103 139 122 15.5 11.6 1 20y
Wesiern Hemasphere 419 532 42 6 4210 41.4 47.1 7.0 45 4 94 2y
Hy Minascial crileria
Mt credilor cousdrics 2B 15 4.2 4.7 4.4 59 5.4 4.1 57 14
Mgt debior cowsninies 24 5.1 215 M4 5.4 .2 215 385 i | 26
AMlarket bormowers T4 e 26,4 14 1.1 1589 23.7 251 183 18.1
Dversified Bomowers 148 I8.2 18.7 19.6: 2.8 4.5 23.3 4.7 24 223
[Hficial bormowers 255 F.5 ] 25 5 259 6.0 1.8 114 2.5 nz 289
Countrics with recent dobi-
servicing difficultics k1N | T4 323 337 315 6.6 0.4 332 LN 0
servicing difficultics 12.9 15.2 15.4 16.1 19.1 20.0 196 17.5 14.2 13.3

! Exclades debt owed, and debl service paid, o the Fand.
! Total debl at year-end as percentage of exports of poods and services in the year indscated.

* Debt service payments refer b0 actual payments of inlenest om tolal debt plus sctual amomization payments on bong-lerm debt.

The projections incorporabe tse impact of excoplsonal finascing ikems.
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Dbt by Region

Table Ad6. Developing Countries—by Region: External Debt, by Class of Creditor, End of Year,

1981-90"
(I billbons of U5, dollars)
1981 1982 1983 1984 1985 1986 1987 198 1= 1540
Developing countries
Totsl debt Ti1.5 E36.6 BIE.T 9183 055 LOB6T 1L2M0E 1.097.F LI9LT  1.246.3
Short-erm 1554 1803 1702 1738 1596 1669  |1914 1982 1992 2018
Long-term 5160 bty 4 5 T4 5 bR Q199 |00 E SHE Rl s jaMaas
Uwz 1348 1420 139.0 138.7 138.2 132.7 %9 LT b 948
CGiuaraniced® &)1 Skl 4 5695 6057 Ll TET.I #50.0 e .9 4.7
Ta official creditors 1.6 pll | 264 4 285.3 LY L 461 .6 47451 459 L19.9
Ta financial imstingticns IRLG 1.0 M5 3651 020 el 4z 3 15487 kR ] 445
To olker private creditors 458 543 56.5 55.2 6| 679 a0.1 LA | LER ) B3
By reglon
Africa
Total debd LR 121.4 129.9 133.0 147.% 1713 15%.0 199.8 15,5 o AL
Shori-ierm W2 NNE B3I B3I NT NT A BL B Nl
Serm EoG a6 10T & 1.7 1362 149 6 175.6 176.7 1739 1821
To afficial credibors &4 47.6 53,7 e T3 AR 1.1 1A.5 11x3 121.8
Ta financial institsticns" 0.7 e T LT ny M5 151 LN 6 nl
To ather private creditors® 18.6 i | Iz 3].2 L | N2 L] L ] M e |
Assla
Tolal debe 158 .4 186, 1 5.8 X3 1R i | LTE I e LI | 215 J0E
Short-term 35.1 M5 AL d2.7 i 7 479 8.5 .4 (L1 ] [ |
Long-term 123.3 I 6 165.2 178.7 i | i 251.7 E.7 3601 e ]
Ta aificial creditors 65,1 TAS B3 B5.2 o3 140 1318 1429 1459 I157.4
To financial imstiugions’ 56 H.O 8.3 dl.5 458 519 [ b | 583 i
To ather private credibors! 7 | Al 520 &0 G52 506 66 56.9 &61.3
Ewrops
Total debe EL.R L Bl El1LR 5.3 1108 127.1 1320 1151 1164
Skeoriderm 1.9 .2 1.7 12.7 4.0 6.4 197 .5 189 19.2
Long:term e TG LS Tl El.3 G ok 107 4 1on.s 0 2 91.2
To oifcial credilor M2 5.7 M4 .7 .3 5.3 0.5 6.2 514 54,0
To financial isslitutions’ LN 1.9 2110 21.5 5.7 KM | 61 59 15.] 5.2
To other privabe creditomn’ 136 .0 13.5 e 1.2 In.o 17 9.3 1.7 6.9
Middie Easi
Total debt 91.7 I, 1 6% 1230 1301 1359.0 (£ 153.7 158.1 1636
Shortderm I8 45,3 a5 9.7 0.0 3.7 55.2 5.4 588 6+
Long-term H.0o 6, 7 674 T3.a an.1 B6.3 9318 5.3 9.3 105.3
To official credilors 35.2 41.7 430 49.2 MHE L1 | &7.1 [ ] [ | TN
To financial issliutions’ b G0 B.3 BE 9.4 21 e 1.4 1.7 1%
Tuw other private credibars’ 115 13.0 13.3 15.3 159 6.1 17:1 Hd 21.5 2.3
Western Hembsphere
Todal debt BE.E K 4 a4 358.2 4.3 L1 N, 4159  40R.T 021 417.5
Shortderm 0.6 B34 ar.l 454 FAH | 8.2 LN L9 IR0 53
Laong-berm 2353 257.8 oA JLE M2 155.4 =03 1658 X | 1.2
T officiad croditors 5.8 405 483 .4 . & LA 1.2 1.7 1053 1146
To financial institutions’ 1] 7.3 14492 I62.9 1852 197.3 L | 1565, 2 195.4 Fa |
T okher privabe creditons” oz 1 Y 935 87.1 [ ¥ M| &5.0 B35 &4
' Exclusdes debt omed po the Fund,
¥ Refiers w guarantee granted by an official apency of the deblor cousery.
¥ Covers only public and publicly puaramtocd deit 10 basks
*locludes all wnguaranieed debi on the peesumption thai this s owed mainly o private crodigors, some of which may be
hanks bl cannot be separately identified.
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Debe: by Analytical Critesia

Table Ad7. DHEH_J:E[ Countries—by Analytical Criteria: External Debt, by Class of Creditor,
I

End of Year, 198
{In billlicrs of 1.5, dollars)

1981 1982 1983 18- 1985 1986 1987 I9ER 1989 1550
By predomenand export
Fuel
Total debd 2165 M7E6  15RS5 260.1 1759 MR35 1274 XY 33S L2
Short-tzrm 55.5 6.4 556 51 486 531 58.2 61.7 613 1.2
Leong-ierm 161.0 181.2 mze 2060 127.3 64  M9.2 M52 2102 IM.l
To afficial credilon 5 #.13 453 45.6 IR 4.0 925 Q9B 2.8 1104
Tao financial institutioss® 694 Tl 6.4 91.5 1. 2 1D8.1 115.7 1o 1d.6 170
To other privabe credibors’ 57.2 6.7 6.2 9.8 1Y | 6.2 1.0 56.4 5.8 1.7
Mam-fuel exports
Total debe 3150  5T9.1 612 6582 7196  TE3 ET2H BT0.3  BA62.2 5059
Shor-lerm W 138 I4.6 1187 1o 1.7 131.2 136.5 137.9 140.5
Lonsg-term 415.1 4652 5054 538.% oMe  67AS THME6  TIE 7243 TES4
To oifficial credion 177.2 1984 219.2 2387 IMAT N9l 389 in.z 3801 495
To financial institutions® 114.5 134.9 132.1 167.7 1958 217.8 1316 IME 21B.5 1.5
To other private creditors’ 123.4 131.6 134.3 134.1 138.2 136.5 1519 131.7 125.8 128.3
Mansfactures
Total debi 509 IElB a01.7 321.2 1557 W20 4378 496 4179 4356
Short-term ATk 4B K 0. 54.3 581 65.5 E5.0 BLE RIS B2
“lerm 213 1330 1509 W69 HT6 IM64 3515 M55 364 3514
To official creditors Bt ER.5 LEN 8.5 115.2 13L5 1496 145.9 143.3 149.1
To financial instibaticns® LR T3 i1.9 1.9 100.7 144 1z7.7 IZ7.4 123.0 194
To other private credisors’ (2] a8.2 T84 0.5 8.6 0.4 T5.3 TLh ML T1.9
Primary products
Totad debi 133.4 152.8 161.1 170.2 1861 a1 m2 2354 21372 Failh]
Shori-term 240 .7 %5 18.2 196 192 21.5 5E 288 na
Lomg-term 1094 122.1 131.6 142.0 1665 1829 7.6 096 a4 157
To official creditors 45.2 A 9.4 B4 TH.1 9227 1.9 1189 121.8 134.5
Ta financial institsticns 28 ne 41.0 44.5 B4 .0 655 62.1 61 4.2
Ta olker private creditors’ 354 M8 z.z2 il IR0 26.2 0.2 1.6 6.4 9
Agricaltural products
Toasl debt 0.7 106.9 114.8 1223 134.0 145.3 1663 1721 173,00 1547
Shon-derm 164 1.6 114 1.9 13.5 1.8 12.4 14.8 170 14.3
Long-term T4 B 914 W4 1205 133.5 1539 157.2 156.1 1704
To official craditors 0.5 159 42.7 ELE 3 6813 E1.6 BE.3 E9.R w7
To financial institutions” 213 154 .z Ty 45.1 47.8 49.3 48.5 48.2 52.4
To other privale credilors” I1.5 PN 125 201 17.8 17.5 .0 .4 18.1 154
Slinsrals
Total debe 42.7 45.9 46,3 4719 A1 568 61.8 63.3 6.2 658
Shori-derm: 1.6 .2 6.1 53 Bl 74 a1 IR 1% 13.6
Long-term 350 1.8 4.2 4.6 0. 49.4 5T 5.4 52.3 5.2
To official credisors 14.7 155 16.7 17.8 2.5 144 13 6 2.0 Lz
To fimancial inatitutions® 1.5 5 9.8 138 15.3 16.2 16.2 13.6 12.00 e
To other privale creditors” 12.9 13.7 13.7 1.0 0.2 B.7 B.I 8.1 B.3 &3
Services and private transfers
Total debd 5l .5 N | 7.3 T4 3.9 9.7 95,3 a4 I, I
Short-berm 56 1.2 LR B4 B.7 8.1 18 £ 8.3 g3
Lomg-ierm 46,100 52.3 58.2 L &R.7 5.7 B9 7.1 0.1 1.6
To official crediton EER | 358 4310 a4 5.5 8.5 BT 6.0 0.9 7.8
To financial institugions’ 4.1 E B LR 10 ! 7. 7.5 1.5 1.4 7.8
To olher private creditors’ £.1 83 1.6 0.4 9.9 9.8 10.% 1.6 1.6 L2
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Debt: by Analytical Critena

Table A47 fm.lrdltmd}.. Developing Countries—by Analytical Criteria: Extermal Debd, by Class of Crediior,

End of Year, 1981-90
(In billices of U5, dollars)

1981 1982 1983 | S I9ES (R 1987 19ER 1989 | Gealy
Diversified export base
Totsl debi 0.1 B5.0 92.2 955 1005 1053 1154 1100 108.7 .7
Shom-derm 2.7 7.1 Z8.3 5.6 4.7 209 188 188 192 0.0
Long-berm 4T 4 579 639 (=% ] 5.5 BE.5 O & o1.2 RS o0, 7T
T odficial credifors 17.6 20.2 211 5.4 NE KL a9 443 450 481
Tis Fimamcial institutions” 14.7 1%.4 2.6 M3 1.5 o L EE ] P NG 6.0
T other privale creditoes’ 15.1 18.3 18.1 17.1 IE.5 21.0 21.7 19.0 145,65 6.4
By Mmancial criteria
et crediior coumbries
Tistal dieba 4%.0 55.8 5465 515 51.2 55.5 631 632 1.9 61.0
Shori-term KR "3 1\.0 AT M6 4l.1 498 405 479 468
Loexg:derm 15.2 17.5 17.5 6.8 16.T 14.3 13.3 13.7 139 14.2
To afficial creditors o5 (TR BT E.G Bl B.2 1.7 Bl S BB
To financial imstistions? 5.1 Bl £l T.4 1.7 5.5 5.2 5.1 5.0 49
To other private credisors” 0.6 (1K1 0.6 0.5 (IR ] [1X.] 0.5 (1R} 0.4 04
Nt debdor countries
Tistul deba 6825 THLE BX2.Z BG5S E 944.2 10513 LLU3T0 O D034 0L0BDLEODLDESN
Shori-term 120.7 a1 131.2 13%.1 125.00 125.7 1416 148.7 151.2 1549
Liveg - b=rm 5609 6189 6910 .7 Bl9.2 Q5.5 005 5 Q853 GE0. & 10303
To official credilors 2021 218.5 I55.7 276.T 1275 IR5.1 4540 #5710 474 .5 511.2
To financial imstilutions’ 1788 S 2404 257.9 2043 3204 450 LR =0 1305
To cther private credisors” 18000 195.5 154 .8 193.1 197.4 200 | 195 4 187.7 I7T%.1 1796
Markel borrowers
Total debt ELT R 4126 430,32 4419 4500 4765 A0, 475,10 2651 4754
Short-serm 5 6.0 2.3 5 5.3 LE N 51.8 58.2 %9 55.7
Long-lerm ey R sy ME0 it 4 3.7 4229 4474 EILR Y 45, T 4196
T official ereditors 6 R 453 45k 8.3 6.4 i1 R5.3 w5 942
To financial inatibations’ 115 1414 1743 18%.3 2195 2345 46,6 2311 2219 133
T other private creduoes 127.5 1384 1304 123.9 1258 1200 1133 N5 Q1.2 1.1
Dhiversifled borrowers
Total deta 18%.3 2004 L4 2586.1 ! b b 40,3 4151 158 R
Shoet-bere 0.1 w7 B4 a0 W4 %44 617 683 ms 2
Long e Tln, 3 180T 203,10 218.% 2488 o523 EETHN ] 6.8 MR HE.1
T ofTicial ereditors 832 5.1 108,64 N T e S [ 15944 1976 1%&8 1.2
To financial instinstions” 8.0 42.7 46,1 458 544 B4k Ti.0 7.5 .5 Ba4b
To otber private croditors’ o0 419 0.4 ilE 50 hi. 3 Yo.2 T1.8 9,9 i
(MTicial borrowers
Total debd 1538 147.8 13,5 1659 1RGO XK. 233,64 439 MTe 2055
Short-term 130 153 I5.5 18.5 9.3 7.7 .0 ] 2.8 rrd
Laag -term 1208 155 41,0 1474 1667 1564 2155 2206 I Ml
To official credivors 863 .6 IG5 0142  IME 180 1T 1841 1549, 204.4
To financial sstinstions” 2.9 218 .0 1%.8 .4 2.9 2.5 i | .4 0.5
Taor pilser privase credisors’ 13.5% 14.1 4.1 13.4 14.5 4.5 14.9 15.4 1.4 6.3
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Debi: by Analytical Criteria

Table A47 (continued). Developing Countries—by Analytical Criteria: External Debt, by Class of Creditor,

End of Year, 1981-90'
(I billsons of U5, dollars)

1521 |2 1981 154 | S 1985 1987 1 5ER 185 15
Cousiries with recesl debi-servicing
dilficulties
Tiotal deba 4747 5156 5634 5EE S 6222 6470 1310 TI®.® 7178 TS0
Shor-lerm ES.5 (] ] B5.7 o3 T1.2 7.1 T4 EX 0 A1 E B15
BefT L 43137 4778 498 2 551.0 5050 6516 6157 6341 Ebuly 3
To alfcisl crediiorn 114.5 1304 1510 1658 158 & 234 4 8.4 154810 206 16 210
To finencial isstitutions” 1376 1548 1869 B 225 4 241.1 L] 7.2 237.5 2866
To cther pri'-nc credibors’ 137.2 145 % 135 8 135 124,10 1304 1203 ([ 14060, a0
Counlries withoml debsl-servicing
dilficultics
Tonal debt 207 8 235.2 258.7 T3 0 3643 206 | 4153 4140 415 3
SEOM-erm 350 40,1 455 478 539 546 62.2 656 67.5 T1.4
me—lﬂm I71.7 |5 2 213.2 M5 2682 4T Mg L& LE Y 1537
To officisl crediiors 7.6 GE. 1 1037 9.9 1258 150.7 175.6 I7TE.1 1779 1582
To fimancisl instifutions” 41.2 50,1 535 5.0 65,9 9.3 9. | o% 4 9.5 3.0
To other privale creditors’ 42 5 47.0 55.0 &2.6 T34 .7 782 782 8.1 B2 6
Mistrllaneois groups
Sgh-Sakaran Alrica
Tostall bt 49.3 540 564 58.7 6E. T EL.0 975 o0, 2 1.7 1.0
Shoft-tefen 6.1 6.5 [/A1] 55 6.7 1.5 8.7 9.1 g3 102
e 43,7 47.5 504 53.2 &61.9 T3.5 BEB o099 03 4 1008
To official creditors .7 E LT 1% 44,9 545 B T0.2 .7 B4
Teo financial instibstions”™ 10,0 0.3 a9 9.5 10,0 [[EN | 11.4 10,7 (] 11.8
To other private credigors” 55 55 L 5% 1 B.6 106 10.0 B7 B.6
‘Twelve major ofl exparters
Tietall Seba 129.% 145.2 1530 U5k 4 [, 1 1 84,9 N34 2100 2107 250
Shoet-1EfT 542 55.6 545 52,8 46,7 50,9 552 5.1 8.4 ER.3
e 751 B9.6 985 10l.6 1194 1340 148.2 150.8 153.2 157.6
To official creditors M5 202 g s 44,2 510 658 658 .6 T4.4
Ta financial instinstions® 1i0 T 5 9.4 46,1 47.4 48.2 48 1 4% 4 408
To other private creditors" 17.6 256 7.1 .7 158 116 L el MNE a2 533
Mt debior Nl cxporiers
Tiotal b 1748 1989 2087 2133 29K 251.1 ma7 2769 i IET .4
Shoft-term 4.3 29.6 17.0 15,6 14,4 180 22.0 nE 22.2 21.4
lﬂﬂﬂm 1505 1693 191.7 15,7 215.4 235.1 257.7 2531 2576 bW |
To official creditors 26.6 ilG 384 41.8 54.2 [ R E5.1 0.1 094 5 101.&
T financial nstinstions’ 6&7.0 73.3 91.2 215 L5 1045 112.0 17,0 1 16 (] ]
Ta other private creditors” 570 6.5 &a1.0 59.5 59.6 61 B a5 560 52.4 s1.4
Four mewly Indusirializieg
Asimn connoenies
Total dabi 415 5002 516 555 59.5 6l.5 b 537 465 a1
Shoet-tegen 13.3 4.6 13.4 12.4 12.2 16.5 4.2 NE 19.6 180
Lm_l_-hprrp ns KL 0.2 43.4 47.4 45.0 154 g X9 2.3
T official creditors 6.0 7.9 8.2 .0 E.l 7.9 55 4.5 14 2.E
T financial instinstions” 6.2 0.0 11.7 12.3 1.7 9.8 9.6 9.1 6.9 6.4
To other private credisors” I7.4 17.7 2.3 3.0 276 7.3 N2 17.3 16,6 17.0
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Debi: by Analytscal Crteria

Tahle A47 frdnr!nd'tq. Developing Countries—by Analytical Criteria: External Debt, by Class of Creditor,

End of Year, 1981-90
{In billions of L1.5. dallars)

1981 1922 1983 1984 1985 1986 1987 1988 1 G 15950
Smmall low-incoms economies

Total debi 5.7 659 T0.8 5.0 BS.0 9.9 132 %3 X4 1336
Shioet: bermm 55 5.6 33 5.4 6.5 6.8 TE E.1 1. 78
Long-lerm 54.2 [ ] 654 L] TE.S 1.0 105 4 1.z 1152 125.7
Ta official credifors 45.0 S0.6 55.4 506 685 BD.7 041 N2 1044 114.5
To financial insfibations® 6.5 T.3 7.3 7.4 7.3 1.5 Bl B.O T.4 1.7
To other private creditors” 2.7 4 LT 1ob 1.7 2.7 1o 30 13 35

Fifteem heavily indebded coundries
Total debi 133 =03 ¥ 4 SELD 4139 4485 486 E 4T0.7 &67.5 4542
Short-berm 62.7 T5.3 7.3 55.7 B H2 382 3 400 =1
Long-erm 711 ns0 3590 3533 3% 414.3 448 6 431 .6 4275 deddy. |
Ta oificial creditors 45.7 0.4 6.7 LR B0 101.5 135.6 1320 135.2 147.2
Ta financial institutions® 1103 16,5 158.2 172.6 199, 7 30 Fri B i 2125 2.3
To other private credators” 1.1 1381 124001 LR 1034 w9 LN EE. .7 T1.5

! Excludes debt owed 1o the Fus.

? Cowvers only public and publicly guaranieed debt po hanks.
' Includes all wnguaranteed debt om the pressmption thal this is this is owed mainly to private creditors, some of which may be

banks but cannot be separately identified.

©lInternational Monetary Fund. Not for Redistribution
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[ieba: Ratios

Table Ad8. Developing Countries: Total External Debi Relative to Exports and to GDFP, 1981-90"

{la percent)
1981 1962 1953 1984 1985 1986 17 1% 198% 1%
Ratio off external debf 1o exparts
of goods and services’
Developing coumtries 950 ey 1338 1328 1499 17,2 1594 138.% 1257 134
By region
Africa 1g6 1528 1692 16T IRLT M40 24 A4 2515 2
Asis 4.6 BR.E Ly 50,1 e 4R UL Tl &7 B34
Ewsrops: 1379 15345 157.0 130,53 147.7 1636 (L] 1459 1507 1¥1.8
Middle East 3 413 LN 7.2 S e N LS - S [ [ E B |
Wesiern Hemasphere g O WIS ITIE MSE MIY MEOD MR ZMY T4
By prodominsnt cuport
Fasel 507 H22 . 2 1023 1159 1792 171.4 1Ma 1524 147.4
Mon-fuel expodes 126.5 1465 155.0 1506 1658 1683 1354 (T 1 158
Mlasulsctars 2.4 i [ L8] 1105 1214 121.8 1EA | LR T2 TEI
Primary producis 3.2 MYy 30 34 3562 M9 M3 M2 3N54 300
Agricultural prodects B0 MWTY MO0 3MS ML MO 4iRe 39RO M 3e4
Miscrals 232 M6 TS MU EE MY MY E 0 T 3idd
Servioed and private
Erasslers 1530 10 N34 3222 M0 M50 XML IS MO MEE
Dhversifiod expon hase 1yl 42 15400 1562 17313 1854 &0} 1425 134 134
By Mrancisl crileria
Met ereditor countrics 1% 27.3 n.2 LG M8 42.8 41.1 n: 3.4 321
Met delior coustries 134 158 1703 645 IRZE O & 18T 1633 1470 140
Market bamowers 135 1652 1693 1386 100 1RO 135R 0 I24E 1043 0
Dhwersified bosrowers 4.5 i 1351 134.6 1360 1506 156, 1 1704 157.3 1368
Official bormowers M6 IS4 A3 MAT MO0 MBS  ITAS TS 3P 3D
Countrics with recent debe-
servicing difficultics M0 X5 M30 0 33 A0 MER  30Rd  E4 2500 M0
Countries without debi-
servicing difficultics 0.9 .l 1 4 0 163 xS 1.3 Hi.6 LER
Misorlbsncous groaps
Sub-Saharan Africa 181 6 b ey M | 30 o R 5.0 A Jari 50,7 X802
Twelve mapor ofl exponens 4.4 54 T 15 E1R 148 1323 1315 i | 1.9
Met deblor fuel expormers 1228 1628 187.2 173.7 1948 w2 MR i ] 240.7 k|
Four sewly isdustrializing
ASIEN SOOI 5.2 45.4 45.7 416 44.3 LR .2 0.6 5.3 154
Small bow-income eoonomies 7S MMS IMI X009 X9 4155 4343 4214 407TRE 4X0M4
Fifteen heavily ndebicd
ORI, Hiz b ] 251.1 i | R RS g9 a4 'L i ] i |
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Debi: Ratios

Table A48 (concluded). Developing Countries: Total External Debt Relative to Exports and to GDP, 1981-%0"

©lnternational Monetary Fund. Not for Redistribution

{ln percent)
1981 1982 1983 1984 1985 1966 157 =] 198% 155
Ratia of external debl to GDP
Inrwrloping ceuntrics ny LY LN LN LK 3.5 1w Ha 3.3 oo
By region
Alrca %12 7 .7 4.5 &6 &) 4 49,6 464 5.2 458
Asia 8.8 2.4 9 218 265 X na rL | 21.3 0.3
Europe 4.4 xR B3 3.3 .2 41.0 4.8 417 4.1 1.6
Middle East 190 2.3 4.3 5.6 7.1 X3 .2 .7 9.0 8.2
Wisterm Hemisphere .8 43.0 46.8 463 45.4 .1 438 L 3.0 L
By predominast expon
Fuel 4.2 n.a .o 4 3.2 MR 3 g 6.5 M6
PMon-fac] exports 2.5 3.3 138 350 .6 ET R | ETH | 332 b 8.5
Manufacisres | .1 4.7 256 n.d g ar.a il ] 19.7 5.8
Prisnary products &0 1.5 4.1 44 0na u.3 56,9 1.7 5.3 58.3
Agncaliaral prodisits 4.2 4.8 4.0 4.7 4.3 5.z 4594 4.8 e 5.0
Mainerals ELE 6F.4 0.5 854 0% b 4.7 B8 4 W
Services and privale
transiers 0.8 7 .6 .0 T3.9 T84 #1.0 LY Th9 T4
Diversified expon buse M. 41.3 434 .5 5.0 x4 2.3 ELE 41.9 3
By Mmancial criteria
Met creditor comnizses 1.8 139 14.0 130 12.7 14.6 14,9 14.1 126 1.5
Mel debtor countries s 18 LN na KB4 di.0 4.5 Lrl )] o Ly
Markei borrowers 1z 41.7 4.4 439 3 43,1 40,3 .4 .7 00
Diversified bormowers 18.3 M1 115 M9 .1 1.2 128 B nr 3%E
Oificis] borrowers 51E 56.1 561 5.6 625 9.2 9.0 1.7 .0 00
Cioumiries with pecent debi-
servicing difficulibes 79 40.7 46 6.2 46,9 47.6 46.5 416 4.9 &8
Couniries withoul debs-
servicing difficuliies 21.2 1.9 25.1 6.3 . 127 g 4 M 4.1
Miscellancous groups
Sub-Sabaran Africa’ 459 51.2 535 5.7 & B 5 & 5.4 6.4 0.4 1.4
Twelve major oil exporters 18.6 2.9 1l 7 .9 .z 3B 3.3 1.2 .5
Ned debior fsel exporiers 33.2 6.0 41.1 42.0 41.6 50.2 50,9 4.8 0.5 41.8
Four newly indusirialiring
Azian economics 9.2 19 30 il 2.2 RE 2.0 159 1.6 9.9
Zmall low-income economies 414 476 4.8 49.5 51.0 504 54.5 653 62,7 63,7
Fifieen heavily indebied
COUSIFIes 1.6 41.0 #5.2 45,7 46.0 45.1 44,2 .7 =3 .0
! Excludes debd owed to the Fund,
* Ratio of year-end debt io exports of goods and services or GINP in year indscated.
141



Debt: Seraicing

Table A49. Developing Countries: Debt Service Ratios, 1981-90"
(In percent of exports of poods and services)

19&1 1982 1983 154 1985 1986 1987 1988 158D 1550

Dietst service ratio”
Developing couslrics 161 19.2 154 197 0.7 8 1.8 19.9 170 17.3
By region
Afrca 17.7 20.9 3.4 g i | 26.0 29.5 256 M a7 3.1
Asia 0.9 124 124 12.8 14,8 14,7 14.9 in.2 5.5 BER
Eusope .8 21.3 18.8 18.8 21.8 246 2.7 naq 0.7 203
Middle Easa 4.9 f.d B2 a8 10.% 135 12.2 I15.% 1h.& 12.0
Western Hﬂlﬁilﬂlﬂe 419 53.2 426 42.0 41.4 47.1 .0 45 4 104 420
By predeminant cxport
Fuel 104 14.8 15.6 191 0.7 250 214 .9 e M
Mos-fuel exports 0.3 23.1 0.2 0.0 0.7 20.7 186 17.9 150 152
Manufsctupes 1E.6& 21.2 16.4 159 17.1 1E.0 1461 14,10 17 11.%
Primsry products 159 93 L 152 16T EE LR L 28 LT ]
Agricublural products M9 17.3 418 405 ns 416 7.6 5.0 30 40.7
Srnerals g1 4314 155 1z 304 21.2 108 18.0 1.8 2 i ]
Services snd private
transfers |18.6 205 9 4.5 24.0 21.0 226 19.5 20,2 T4
versified expon base 13.7 179 188 21.7 230 220 10 % 18.5 13,2 18,8
By Mmancisl eriteria
Met crediior coustries 2.B 15 4.2 4.7 4.4 50 54 4.1 37 X4
Mt debicr counlrics 224 26.1 233 M4 254 27.2 1.5 2.3 0.1 A
Muiler Bofmowers 7.4 LT 6.4 T4 271.1 e 217 LN | 18.3 18.1
Diversificd bomowers 14.8 8.2 18,7 9.6 2.8 4.5 233 4.7 it 4 2.3
CHEiial Barfawers M6 .2 L na 260 g 214 2.3 Fr ¥ ] e L)
Coumtrics with recent debi-
serviciag difficubibcs M.l 74 na T L ] 6.6 20.4 n2 o 130
Cousaries withow! debt-
serviciag difficublies 2.9 15.2 154 &, 1 19,1 20,0 19.6 17,5 14.2 133
Misocllansous groups
Swub-Saharan Africa 214 23.7 3.2 6.3 26,5 6.4 4.0 M8 ir.d iy N |
Twelve major oil exporicrs b 8.7 10.2 134 15.00 9.4 18.1 19.9 19.3 195
Met deblor fuel exponers rL L 0,7 1.6 360 455 o4 4% & LN 40,4
Four mewly isdustrializing
Asian ECoTEIeS 7.6 B.2 1.9 21 g5 g1 105 &7 34 10
Small low-imome SconOmics 19.5 21.1 2.3 6.2 25.8 25.8 M6 50 4.2 3.2
Fifteen heavily indebosd
R 409 Sl 46 415 405 456 M8 432 NO o 413
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Dehi: Servicing

Table A49 (comtinued). Developing Countries:  Debt Service Ratios, 1981-90"
{ln percemt of exports of goods amd services)

1981 1982 Y3 1984 1985 1526 1987 1988 I4a9 15y

i which,
Imterest zervice ratio
Developing coumiries &) ({8 ] 1.8 h.& 1.7 1.7 .3 w3 P w4
By reglon
Almca T LLUK1] 9.9 ] 1.2 12.3 1.6 1.7 13.58 15.2
Asia 4% .00 57 59 6.3 & 50 4.6 4.4 412
Eurupse 115 1.7 103 s 4.7 0.4 2.7 BT a0 1.6
Middle East ERI 4.1 i 2 LY B4 G.H 7.1 6.5 6.7
Western Hemasphere 24.5 2.1 .3 0.4 2.8 .7 e B 25.1 N7 4.9
By predominant export
Fuzl 6.0 3 @0 108 1.5 137 120 [EN | 13.1 131
Nan-luel exports 1.1 12.9 120 120 1.7 1.1 B3 12 1.7 2.3
Mlanufabares .4 1.8 H 9.4 9.4 9 5.2 T.1 L1 6.1
Primary products 9.6 a4 59 6.1 M8 21.2 190 150 17.3 .7
Agricultural prodiscts 18.3 I14 ir: 6.9 B8 i14 21.4 1659 9.2 e
Minerals 2.5 44 Fc | 24.2 .3 155 13.8 0.9 13.2 15.58
tranafen £9 1.4 13.3 13.8 4.8 14.3 LLE] 9.6 LR 121
Diversified export base .0 9.3 9.7 1.7 10,2 1.6 .3 9.0 0.2 0.2
By financial criteria
Met creditor countries 1.8 13 13 1.5 14 10 17 9 1.7 15
Met debtir countrics 1.9 1+.5 13.% 14.5 4.3 4.0 LR 0.8 104 1.0
Markel bormrowers 15.1 1.5 167 7.5 16,7 15.7 11.2 1.2 0.2 0.2
Diiversified bormowers T4 9.2 T8 0.3 1.1 1.6 L] 0.1 106 .7
Oificial borromers %1 4.7 4.0 139 4.1 13.5 LR 0.5 11.2 15.9
Ciosantries wilh recenl debt-
servicing difficaline I6.5 2.7 211 F N Il.4 2.5 16.7 7.7 17.5 19.7
Cioantries without debd-
servicing difficaliae G T.6 7.3 1.6 52 83 1.0 Gi.d 6.2 59
Mizcellancous groups
Sub-Ssharam Alrica 9K 1.1 11.2 1.5 1.4 1.9 LR 0% 13.2 14.4
Twelve major oal exporers ER 4.7 54 L8 1.9 9.7 B0 9.9 LN 'Y}
Net debsor fuel cuporterns 12.7 17.1 176 19.3 19.9 3.3 18 21.2 1.2 P
Four newly indastrializisg
Asian COOnoMEC 4.3 4.3 is 35 ER EN | F i 1.8 1.5 1.3
Small low-meome eoonames £3 9.7 4.9 li.& 0.8 6.2 LN [ [ 1.7 1.2
Fifteen heavily indetsiod
codanlries 6 £l R 9.3 9.5 28,7 M6 2.9 4.2 1.3 4.5
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Debt: Servicing

Table A49 {concluded). Developing Countries: Debt Service Ratios, 1981-90"
iln perecnt of expodts of poods and services)

1981 1982 1523 1984 1985

Memosandism
{in billions of US dollars)
Devloping coanliies
Value ol debd service paymests 124,10 [ELE 119 136.1 1576
Inlerest paymenls 6, T T | Th.1 Ry, 2 ]
Amonizalkon paymenls T4 507 48,7 6.0 S5
O which,
Met delor countncs
Value of debl service payments na 128.3 (JER 1283  1M0
InEerest paime s 621 .4 67,2 e T4.1
AmOMLEALON payments 540 £ 46 4 132 60

1448 1492 700 6T 175R
745 L a5 B5.2 LR
3 ™7 0.5 Th.6 BOL%

13.2 410 1634 1350 65,2
TG 654 4.9 &0.2 .2
fra T84 HE.6 ™7 X

" Excludes deba service paid to the Fund,
! lmtcress paymsis on dotsl debd plus amorlizstion paymenis on long-term debi oaly.

Estimates for the period up o I98R refleci

dell service paymests acieally made, The estimates for 1989 and 1990 fake info sccoent peojectsd exceplional financing Hems,

including accamulation of arears and reschoduling agresments,
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Deha: Servicing

Table AS0. Developing Countries: Fund Charges and Repurchases from the Fund, 198 1-90"
{In perceni of exports of goods and services)

1981 I5&2 1983 1984 1985 1966 15&7 158 1989 1550

Developing coundrics (L) .4 0.6 0.5 1.0 1.5 1.7 1.3 1.1 09
By region
Africa 06 0% 1.2 1.4 1.8 13 29 X0 2.4 1.9
Asia 0.4 0.4 0.5 (18 1.1 (1] 1.1 0,7 oS 0.5
Europe 0.8 0.8 1.3 .6 (] 2.2 26 24 1.6 0.7
Middle East 0.1 .1 == — = il = = - -
Western Hemisphere 3 0.3 0.6 [1 K] J.2 2.8 37 Xa N 9
By predominast export
Fuel - - . il 3 3 0.4 0.6 0.7 0.9
Mon-fuel exports [IX:3 0.7 1.0 .1 1.4 1.9 2.1 1.5 ].2 0%
Mansfacneres 0.3 0.4 0.7 e (1) 1.2 1.5 1.1 0.7 0.5
Primary producis 1.4 1.5 2.1 2.6 10 4.7 50 4.1 4.3 L7
Agnicultursl prodscts [IE"] 1.2 1.8 2.4 il ab 5.4 4.6 4.5 16
Mincrals 2. 23 2.7 30 29 49 4.1 3.1 4. 18
Services and private
ranslers 1.5 1.3 1.2 1.5 2.0y 2.7 10 1.7 1.5
Diversafied export bhase LI 0.7 .1 1.3 1.7 29 25 1.1 1.1 Il
By financial criicria
Met creditor countries . = - - = = = -— -
Met debsor countrics 0.5 0n.s IR (1] 1.3 1.9 2.1 | 6 1.3 I.1
Markel bofrowess 0.2 0.2 0.1 05 L8 1.4 20 1.2 1.0 (K1)
[Hversifaced hormowers 0.5 0.5 1.2 1.2 1.6 1.7 1.7 1.4 1.2 (1]
Oifcial bofeowers | 2.2 22 2.7 14 4.7 4.2 33 13
Coaaniries with receni debe-
servicang dalTiculties 0.6 0,6 0% I.2 1.5 249 L2 2.5 > 5 22
Coaniries without debi-
servicang dafficulties 0.4 0.5 0.5 0B 1.2 1.1 1.} (1] 0,6 (IR}
Mincrllamrom groups
Sub-Sehsran Afnca 1.8 21 2.7 L 4.1 5.4 4.7 4.6 54 4.1
Twelve major o3l cxposiers - —- — - 0.2 = 0.1 0.1 02
Met deboor fuel exponers a. i = LN 0.2 .6 0.5 08 1.2 1.3 I.6
Four newly indusoraadizisg
Asian Coanodmees 0.1 0.1 [I1N] .3 0.4 0.2 LK) 02 — —
Small hva-snoome commomes 3.7 4.0 4.1 4.8 L 7.9 .G 5.5 6.1 4.8
Fifieen heavily imdebsied
COENTKS 0.4 0.5 T .2 1.5 1.1 1.7 11 5.0 19
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Deebi: Servicing

Table ASD (concluded). Developing Countries: Fund Charges and Repurchases from the Fund, 1981-90°

i{ln percent of exports of poods and services)

1931 198 1583 154 1935 1986

1987

1588

1989

[

Memorandam
Developang coustrics
Total wervice payments §o the Fumd
{in ballions of U.5. dollars)

Total, General Resources Accoant 2.5 ] .1 5.2 6.9 9.6
Charges 0.7 I4 .1 1.9 11 1.9
Reparchases 1.8 1.2 2.0 14 ig 6.7

Total, Trust Fuand — = 1 0.z 0.3 0.6
Inlerest® - - —_ — — —
Repayments’ - - - 0.2 03 0.6

Tatal, SAF — —_ - — — —
Imterest’ - - —_ - - —
Repayments® — —_ —_ — — —

Total, ESAF? — —_ — - — —
Interest® — — — — — —
Repayments® — — - — — -

12.6
2.7
9.9

7

10.9

i

"Fumd charpes on asd repurchases (of repaymests of prncipal) for wuse of Fumd credi from geseral resources. Projecied chanpes
and interest, and meparchases amd repayments. afc based on actual paymens bm the past and on scheduled payments for the futune:

they do nod take into sccounl prospeclive programs,
¥ Interest payments reachied a peak of $12Y; mallion anmeally in 1981-83,
¥ Repaymends in 1982 and 1983 amousted 1o kss than $350 méllion annually,
* Srructural Adjastment Facility.
* Ineevest payrests, which bogan in 19686, an cxpecied 1o rise o 57 millicn by 19590,
* Mo repayments under SAF or ESAF amangemenis are due in ihe period covered
¥ Enhanced Stroctural Adjustment Facility,
® Ingerest payrends, which began in 1988, ane cxpecied 1 rise e 517 millioa by 1990,
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Medium-Term Projections: Reference Scenafio

Table A51., Summary of Medium-Term Reference Scenario, 1970-94

Averages Aversge!
ISF0-T  15R0-84 1984 1586 1T 1982 1989 190 1991
il pereen)

Indtusirial couwntries

Growih of real GNP 53 1o 54 14 i3 44 e Iy o

Real six-month LIBOR' 1.2 6,2 55 4.1 4.0 4.7 4.8 4.2 4.1

Increase in GNP deflavor 8.2 68 36 34 in 11 4.1 ) i3

(fm percent: Im {15, doliars)

Warld coonomy

Chanmge in woeld price of
i s tures 106 -0.% 1.1 7.7 iz.0 6.0 -0.% il 4.0

Chaspe in world price of oll ng i1 4.9 -50.2 1.2 -1%.9 8.5 i1 4.0

Chaspe in world price of non-fuel
primmary commodites 1.3 -1.5 =129 =1.2 14 8.2 -1.7 - 4.3

ila percen)

Net debilor developing countries

Growih of real GDF 5.4 0 47 47 4.4 4.4 30 4.1 53

Growilh of expan volume 5.0 13 iz L 15 1.4 7.0 6.5 6.9

Growlh of impan volume 7.4 1.7 iz =29 i3 .3 89 .2 67

Average
198044 1985 1586 197 19k 15 10 11 19
ifn bilftons of U5, dollars)

Total exbernal cradit® T8.3 9.3 .7 345 3.8 3B 433 0 0.6
Official® 4 4.6 20.8 ni 17.8 289 .2 L 4.3
Othher 459 I4.% g 14.0 .0 o4 1.2 &7 6.3

fin peroear of exports of goods and services)

Cusrent account balance -13.6 .7 4.3 -2.3 -2.3 -3 -1.8 -3.2 -1.2

Total expernal dela®™ 44,1 182.8 .1 189, 7 163.3 1470 4.0 138.0 1155

Dbt service payments’ ns 34 in.d 3 13 20.1 b & 5.8
Interest payments 12.7 14.3 1440 0.9 0.8 1.4 1.0 1.5 2.6
Amonliralion payments 10.2 1.0 13.2 126 i2.7 2.7 9.4 F.0 L

! Compound annaal rates ol change.

¥ Excluding China.

¥ Londan inserbank offered raie on six-month U5, doller deposits, deflsted by L5, GNP defluioe

* Exclisfing reserve-related |kabilabes,

¥ Long-term borrowing from afficial creditors.,

* Excludes debi owed to the Fund.

¥ Imterest paymenti on \otal debt, plus amorizstion paymests on lomg-icrm debt only. Projections incorpotate st impact of exceptional
financing flems. Excludes debt service payments to the Fund,

©International Monetary Fund. Not for Redistribution
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Medium-Term Projections: Reference Scenario

Table ASZ. Net Debtor Developing Countries: Current Accouni Balance, External Debd and Debi
Service—Medium-Term Reference Scenario, 1981-94
iln pereent of exposts of goods and scrvices)

191 15&5 14986 (Lo 158 198G 15 158 h ]
Met deblor counlries
Cament account balance — 301 4.7 4.7 -2.3 -3.3 -3.0 -3.8 =33 -1
Tokal external debe’ 1304 1525 e 1 1%9.7 1635 1470 1440 138.0 115.5
Db service payments” a4 54 it.a 2.3 &35 . LN | il 1496 6.8
Interest payments 1mn4s 14,3 14.0 10,9 1.2 0.4 .o [LL8-} LT
By region
Alrica
Carrent account halanoe s -1.5 -14.8 5.5 -i1.5 8 -£4 -1.2 -7
Total exsermal deba’ 1186 .7 440 54 246 4 2335 P ) 44 140 1
Dbt service paymcais’ 7.7 6.0 0.5 Pl Mk i) Ha .9 4.4
Inbcrest payments 19 .2 12.3 1.4 .7 138 152 14.8 120
A
Carrenl account balanos -10.3 =i =56 1.3 0.6 -1.% -1.9 -1.7 .5
Tidal expernal deka” &1 g8 1224 104,00 HE.0 .7 Th.T 4.5 055
Diebit service payments’ 104 6,6 1%.7 T2 13.0 K] 103 9.8 §.2
Inteeest paymenls LN | T3 7.1 iz kB il 4.9 4.7 41
Eurepe
Cusrenl account balance -14.4 -3 =2.0 4 g4 iR 3 1.9 r |
Tival expernal deba” 1379 14%.7 1656 165.0 145.% 15,7 1378 121.5% L8
Dl service paymsents’ 2.5 21.8 M 2.7 2.9 0.7 i 15.4 160
Inicrest paymenis 12.5 3.7 1.4 8.7 5.7 L] 116 106 54
Aliddie East
Curreni accouni balamce =33.2 =17.2 =24.7 =9.2 =11.3 5.6 =T.6 .1 =1.4
Total exiernal debi’ 107.0 202.7 261.5 237.0 2199 ] 2036 1503 158 8
Debs service p.pr:rr:rﬁ: 6.3 258 1.8 254 30 3.7 4.8 3.2 A ]
Iriterest payments .1 16t 18.7 11 13.1 11.7 12.3 12.8 10,8
Western Hemisphere
Curresi sccoani balance =305 =1.3 =14.9 =8.7 =79 6.3 =55 =71 =42
Toaal exiernal debt’ e B 958 B9 3480 983 2TE.3 272 4 2.2 2154
[Bebe service p.qmn:nl:.: 431.9 4].4 47.1 o 45 4 0.4 420 &0L8 g
Imterest payments 24.5 8 M.7 2.2 5.1 .7 4.9 24.1 19.6
By Mnancial criteria
Cemniries with recend debi-
servicing difficulties
Curresd scoowni balance =31 1.4 =15.2 ~fnd =18 .3 &5 =7.8 4.9
Togal exiemnal debt’ 174.1 2580 kR 325 6K 4 509 450 2185 M6
Dbt service pl.:ﬂTHII:I.! il 325 6.6 294 332 3.0 o 32 &
Inferesi payments 168 2.4 21.5 16.7 17.7 17.5 12,7 1.4 16,1
Coantries withoui dehi-
servicing difficulties
Cammend accound balance =103 5.7 =5.6 04 0.4 =1.0 =09 =¥ 0.8
Total external debt! 1.9 7.0 126:.5 113.5 97.3 BE.6 BL6 B4 6.0
[edbi service pu:.r-uﬂ.-n.i 12.% 19.1 2000 196 17.5 14.2 133 12.4 105
Inerest payments [ 5.2 B.3 7.0 6.4 6.2 59 55 45

! Excludes debt awed i the Fund.
? Ingevest payments on iofal debt plus amortization payments on leag-term debt only. Propecisons moomporate the impact of excepional

financing items. Excludes diebt service payments (o the Fused.
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Medium-Term Projections: Reference Soenario

Table A53, Net Debior Developing Countries; Ouiput and Foreign Trade—Medium-Term Reference

Scenario, 1970-94
{Annual champes. in percent)
Averages' Aversge’
P09 1UE0-84 1985 ] T 1983 19E% 1950 13-4
Mt deblor comntries
Real GO 34 EX ) 4.7 4.7 4.4 4.5 LX) i1 53
Export volume 30 2.3 3.2 b5 125 1.4 .0 6.5 69
Terms of trade 23 l.d -1.7 -13.5 — -1.0 1.0 =1.3 -—
Impodt volwme T4 1.7 32 -2.9 3.5 .3 B9 6.2 6.7
By region
Africa
Real G 4.4 1.3 4.0 23 1.0 2.2 F B i35
Expo vilume 18 -3 . : i ] 4 34 4.0 4.1
Terms of trade 1 28 =32 -MA 0.4 —-4.7 0.% -1.2 0.8
Empec vidums 1o — L I [ 4,7 LY 31 1.3 i N |
Asia
Real GOE 5.4 .5 7.0 .4 7.7 9.3 6.1 bl 6.5
Export volams 1o .0 14 14.6 1.6 1.1 .7 B.2 12
Tiermns of rade -5 1.0 =21 -8.1 1.9 0.1 0 =1.1r 0.2
lmpodt volame L] 74 69 -0.2 136 6.3 138 LR .9
Europe
Real GDP 6l 1.7 A | 4.3 2.7 1.2 L% i 15
Expon voleme 56 .1 Xl 0.l 8.3 -} 15 2.4 49
Terms of irade -8 =1.8 04 ~1.@ =¥ | 2.3 0. 0.7 =2
Import valwme .7 =1.3 4.6 w4 1.2 2.0 T.2 e | -
Middie Fas
Feal GDF (X -0.3 4.4 13 16 1.8 26 15 4.9
Export volume 5.1 =141 LR 15.8 174 1.5 4.7 6.1 5.8
Terms. of trade R 6.5 L =340 s LE ] =11 4.4 =} 2 0.2
Import volume L[N 1.9 0.5 =4 =iy i N | 7 6.9 16
Western Hemlsphere
Real GDF 5.7 .o 1.5 4.4b LRI 0T - 1.5 50
Export volume 1.5 3.4 -{1.3 =31 .7 ES L5 5.6 G
Terms of trade 4.3 ~1.6 -|.4 =118 =16 =1.6 0w 3.2 =004
Import walume 6.9 -5.8 2.7 il A7 4.5 ={).2 .3 .6
By Minancial criteria
Comuniries with recemt debi-
servicing dilMicubties
Real GDF 54 0% 2 3.3 2.4 20 | Fy 4.5
Export valume 3.3 -1.1 23 i1 52 1A 3.2 4.8 3.3
Terms of trade 3.1 i -1.4 -17.4 0.4 -3.2 LR =11 =0.3
Inpart valume 6.9 -3.7 L -5.5 -2.3 6.4 i4 6.3 5.1
Couniries without debi-
servicing dilficuliies
Real GDP 5.4 6.0 (% .1 6.9 1.6 5.3 5.7 6.2
Export valume &0 6.3 4.0 12.4 18.1 133 4 7.4 7.8
Terms of trade 0.9 1.2 -1.8 -l 0.3 -0.2 (N Y .
Import valume 1 6.8 54 =1.1 0.6 i3 1.8 6. 1.5
' Compound amnual rates of chanpe
! Exclading China.
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by Charles Adams, Paud B, Ferton, and Flemming Larsen
Based on an analytical and empirical review of the determinants of employment, the study attempils
1o wbentily the principal reasons for differences i employment growth among Europe. North America,
and Japan from the early 1970s to the mad- 19805,

Labor Markets, External Developments, and Unemployment in Developing Countries
by Omotumde E.0, Johnson
Thes study examines kabor markel developments in the developing countries since the early 1970k,
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the impact of economic policies,
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Eifects of Exchange Kate Changes in Industrial Countries
b_l.' Jawes M. .ﬂ'mr.l.:'fr.rim, Rickard [, Hoas, Pauwd R, Masson, and Charles Adams
This paper provades an empineal review of the effects of exchange rate changes and the role of
economic policies in determining the impact on current accounts and ether macrosconoms variables,
It surveys evidence from both single-equation studies and from multicountry econometre models,

Transmission of Economic Influences from Industrial to Developing Countries
by Dirvid Goldsbrough and fgbal Zaidi
The principal channels of transmission from industrial 10 developing countries are discussed in this
paper. The study reviews the empirical evidence on the effects on developing countries of changes
in econambe growth, inflation, mlenest ratles, and exchange rales in the indusinal countries.

Staff Studies for the World Economic Outlook, August 1987

Potential Outpat in Major Industrial Countries
by Charles Adams, Paul R. Fernton, and Flemnilng Larsen
This paper analyzes the reasons for the sbowdown in growth in the industrial countries after 1973
and the implications for potential cutput growth during the next decade. It contains estimates of
potential output growth in the major industrial countries from 1966 w0 19935,

Capital Flight: Concepis, Measuremaent, and [ssucs
by Michael Deppler and Martin Willlmmson
Using alternative technigues, this study analyzes the main trends in capital flight from developing
counries since the mid-19%Ms and attempds to identifly its proximate causes. It examines the economic
implications of capital Aight in the context of the external situation of developing couniries.

Import Intensity of Ouiput Growth in Developing Countries, 1970-85
by Abbas Mirakhor and Peter Moniicl
This paper provides an analysis of the consequences of the abrupt compression of imports in the
idebted developing countries afler 1982 for the growth of these countries, The study assesses the
degree to which a reduction in the import intensity of output would permit a recovery of growth in
financially constrained countries,
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Export Diversification in Developing Countries: Recent Trends and Policy Impact
by Marign Bend and Elizabeth Milne
This paper reviews trends in expon diversification, the siability of expon ecarnings, and the growth
of domestic outpul in developing countries. It also discusses the role of macroeconomic policies and
supply-sile mcentives,

Staff Studies for the World Economic Outlook, July 1988

How Accorate is the World Economic Outlook? A Post Mortem on Short-Term Forecasting at
the International Monetary Fund
by M_J. Artix
This study evaluates the forecasting performance of the Fund's World Ecoromic finloek, compares
it with the track record of national forecasters and the OECD, and ientifies the principal explanations
for discrepancies between fofecasis and outcoms.

MULTIMOD—A Muliti-Region Economeiric Model
By Panl B. Massown, Steven Syseraky, Richard [}, Haes, ard Michael Dooley
This study describes the structure and properiies of the model underlyving the Fund's work on
micdium-term policy scenarios for industrial countries. It contains detailed international multiplicr
tables for changes in key policy vaniables,

Staff Studies for the World Economic Outlook, August 1989

The Role of Structural Policics in Industrial Countries
by Robert A, Feldman, Ernesto Herndrdes-Cond, Flemming Larsen, and Michoe! Wairleword
This study discusses the role of structural policies in the overall econsmic policy management of
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onomic podicies: summanizes the theoretical and empinical evidence on the effects of sinectural
reform; and reviews the scope, sequencing. and political economy of structural reform.

Structural Reform and Macroeconomic Adjustment in Industrial Countries
by Tamim Bayowmi, Bobeer A, Feldman, Michael Warileworsh, and Geoffrey Woglom
This study contains & detailed theoretical analysis of the macroeconomic implications of streciural
reform, focusing particularly on the internateonal spillover effects, It alse reviews the empincal
literature on the effects of struciural reforms and of the practical experience with struciural policies.
An annex presents the microeconomic foundations of strectural reform.

Indicators of Structoral Policies and Performance
by Michael Wartleworth and Gealfrey Waglom
This paper analyzes the issues involved in extending 1o the structural area the existing system of
macrecconomic indicators used in assessing the desirability and sustainability of policies in the
context of the Waorld Eronomic (hefook, It pddresses concepiual issues and assesses the feasibility
off several indicators.

Issues in the Design of Growih Exercises: The Role of Fiscal and Structural Policies
by Eraesro Herndndez-Caitd
This paper deals with the design of quantiative exercises relating objectives for the growth of
national income over the medium lerm 10 Key macrosconomac policy vanables, The analysis focuses
on the link between fAscal and structural policies and the growth of productive capacity through the
effect of these policies on 1olal factor productivaty, savimgs, and the cost of capaal,

Scenario and Forecast Adjustment Model for Developing Countries
by Charles Adams ond Cloire Hoghes Adams
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provides multiplier resulis for changes i key external vanables.
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